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Introduction
It is now three long months since Prime Minister David Cameron revealed in February that the EU Referendum would be
held on Thursday, 23rd June – just four weeks from here. Judging by the seeming desperation behind some of the claims
from the Prime Minister and his Chancellor, it is almost as if Mr Cameron did not expect the Conservative Party to be
elected with a majority at the last General Election in May 2015, let alone need to make good on a pre-Election promise
to give the British Public a Referendum on Europe. That said, hyperbolic claims and vitriol have been flung, in roughly
equal measure by both sides since the campaign started, at a hapless British Electorate caught in the crossfire.
It is against this fraught background that the investment community has had to press on. 2016 began with a bout of
extreme volatility in the first quarter, only returning to the end-2015 level of 6,242 in early-April this year. There have
been uncertainties on many fronts – most of them perennials; the price of oil and other commodities such as iron ore
and copper (but particularly oil), the likely trend of Federal Reserve action on interest rates and the strength of the US
Dollar, the ever-present threat of terrorist activity and evidence of slowing economic growth globally – especially in
China.

FTSE-100 – One Year Chart:

Source: London Stock Exchange

This research comment is not a carefully balanced argument about what the outcome of the election will or should be.
Given the wide need for conjecture in this exercise, the ability to do that belongs to those on the road to madness, the
Tower of London or, perhaps, a Nobel Prize. So, just how long will it take to renegotiate trade deals in the ‘real non-EU
World’ following a ‘Brexit’ vote? The best answers anyone has to offer appear to be based on semi-educated guesses,
taking in a vast range of assumptions, again, on both sides of the ‘debate’. It is remarkable that anyone could realistically
expect the British Public to deal with a Referendum on such a complex issue, even without the deafening rhetoric of
political ambition and other vested interests.
At the time of writing, the polls are showing a strong, consistent, bias towards a ‘Remain’ result and, though as we saw
in the Scotland Independence Referendum things can change rapidly towards the close, Beaufort has decided that it will
be helpful to clients if we make a judgement call at this stage that the final result will be ‘Remain’. Indeed, the latest poll
from the Daily Telegraph shows a jump in the ‘Remain’ vote to 55% against ‘Leave’ at 42% and this has lifted both Sterling
and the UK stock market.
Accompanying this note are four trading recommendations which are expected to provide a reasonable investment
return in the run-up to an eventual ‘Remain’ result and beyond. Obviously, a difficulty in identifying suitable ‘runners’ is
that some of the sectors, such as UK House Builders, have been rallying since mid-April with gains already ranging
between 15% and 20% while, over the same period, the FTSE 100 has declined by 3%. It would appear that some investors
have successfully jumped the gun and it may prove to be the case that ‘it is better to travel than to arrive’. It is recognised
that a ‘Brexit’ vote may not be helpful for the UK House Builders due to, amongst other things, potential shortages of
suitable labour, mortgage availability and the impact on house buyer confidence. Conversely, a ‘Remain’ vote should be
positive and, indeed, the recent rallies may have a little further to run.
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The four recommendations, Greggs (GRG.L), Kier Group (KIE.L), Man Group (EMG.L) and WPP (WPP.L) have been
identified as potential beneficiaries through a combination of technical screening (to take account of their price trends
in the current market conditions) and fundamental profiling (to avoid unsuitable businesses on non-technical criteria).
Greggs and Kier Group derive their income in Sterling, report in Sterling and, being essentially domestic operations, will
be unlikely to experience a direct currency headwind on any sustained Sterling strength following a ‘Remain’ vote.
In contrast, Man Group and WPP are truly international and, subject to hedging, a high proportion of their revenue will
be non-Sterling. A distinction here is that Man Group reports in US Dollars in which case any Sterling strength relative to
the US Dollar may provide a slight boost to earnings. Meanwhile, WPP presents its final accounts in Sterling so this could
create a slight brake for earnings on translation. Though important in both companies’ businesses, currency movements
are not at this stage expected to be a distraction from the underlying investment cases for these stocks.
Old rivalry:
David
Cameron
and Boris
Johnson
have fought
an intense
campaign.

The nature of a market rally after the 23rd June will probably be more one of short term relief at the removal of a specific
uncertainty given that many of the other challenges facing global investment markets will still exist. Almost certainly,
after all the intra-party acrimony, there will be a period of blood-letting in the ruling Conservative Party which, itself,
may create uncertainties for the UK equity and bond markets. Before then, however, a period of improving sentiment
can be expected, buoyed by any evidence from future opinion polls that the UK is to remain in the European Union.
These recommendations represent a diverse choice of investments for clients through which to ride the market in the
coming weeks.
Mike Franklin
Chief Investment Strategist
Beaufort Securities
26th May 2016

At Beaufort we are committed to offering a bespoke advisory stockbroking service
tailored to your individual requirements. To discuss the topics and recommendations
highlighted in this report as well as your own strategies with a broker, please call us on
020 7382 8384 (London), 0117 910 5500 (Bristol), 01492 523 000 (Colwyn Bay) or 0191
495 7950 (Newcastle).
Please note that the various members of the Beaufort Securities Research Team produce, individually, short term technically-derived trading
ideas or long term fundamentally-based research. Sometimes the recommendations may appear to be contradictory but the differences are
a matter of time frame. The long term is a series of short terms and we endeavour to fine tune investment activity for short term tradingoriented clients. The trading recommendations in this research note are essentially technically-derived.
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Greggs

Trading Recommendation
Target Price: 1,300p
Suggested stop-loss at 8%

BUY/ADD
Business:

Price: 1,125p
EPIC: GRG.L
Sector: Food & Drug Retailers
FTSE 250 Constituent

Greggs plc retails sandwiches, savouries, and other bakery-related products in
the United Kingdom. The Company focuses on takeaway food and catering. With
over 1,700 shops (mainly company-managed unless franchised), 12 bakeries and
20,000 employees serving millions of customers each week, Greggs styles itself
as the UK’s leading bakery food-on-the-go retailer. Greggs is a FTSE 250 Index
company.
Geographical
Segment

Key Data
Year end:
12m high-low:
Mkt. cap:
No. of shares:
Website:

UK

100%

2015
Revenue
£835.7 m

st

31 Dec
1,369p – 952.5p
£1,125.0m
101.15m
greggs.co.uk

Product
Segment
BakeryRelated
Products

2015
Revenue
100%

£835.7 m

Share Chart – One Year:

Dividends
12m Yield (Gross):
Payment:
Next Ex-Div Date:

2.64%
Semi-Annual
01.09.2016

Analyst

Mike Franklin

Source: London Stock Exchange

(t) +44 (0) 207 382 8300
(e) mike.franklin@beaufortsecurities.com

Investment Rationale:
In its May trading update, the Greggs’ management indicated that, despite a slight softening in High Street activity
in March, the company’s progress was in line with expectations for the full-year with Total Sales up by 5.7% in the
first 18 weeks of the year. The group intends to invest £100 million into its Manufacturing and Distribution
operations over the next 5 years. At the same time, it is refurbishing and refitting its outlets and constantly
reviewing its offering to build the customer experience. Though the immediate outlook for earnings growth is not
dramatic, the group’s restructuring should provide a solid base for steady share price growth, particularly if hiring
confidence returns after the EU Referendum vote and boosts consumer spending. The shares have risen by 17%
since the year’s low in January and technical momentum suggests further short term upside to the 1300p level.
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Attractions and Downside Risks:
Attractions

Downside Risks



Greggs is raising its High Street presence with a 
growing brand awareness with the public for good
quality and value.



After some slowing in investment and hiring by
businesses on Referendum uncertainty this year, 
Greggs stands to benefit from a recovery in
consumer spending on a ‘Remain’ vote.

Though the prospect of higher UK interest rates
appear low at present, any change here will impact
consumer disposable income levels.

The earnings trend should be expected to pick up 
pace as the group’s rationalisation and investment
programmes progress.

The UK ready-to-eat food retail sector is
competitive and it can also be vulnerable to
changes in Government policies.



Implementation of the National Living Wage
carries cost inflation implications for the UK Retail
sector so that attention to operating cost reduction
remains paramount.

Financial Ratios:
HIST
PER

Est'd PER
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Est'd PER
Next Yr

Div Yield
12m Gross
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Cover

BETA

Debt to
Equity

RETURN on
Equity

5 YR AVG
ROE

19.6x

19.2x

17.8x

2.5%

1.2x

0.9x

0.0%

22.5%

18.2%

Sources: Company website, Company RNS, Bloomberg, ProQuote, London Stock Exchange, Investee Companies’ web
sites.

Please note that the various members of the Beaufort Securities Research Team produce, individually, short term technically-derived trading
ideas or long term fundamentally-based research. Sometimes the recommendations may appear to be contradictory but the differences are a
matter of time frame. The long term is a series of short terms and we endeavour to fine tune investment activity for short term trading-oriented
clients. The trading recommendations in this research note are essentially technically-derived.
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Kier Group

Trading Recommendation
Target Price: 1,400p
Suggested stop-loss at 8%

BUY/ADD
Price: 1,240.00p
EPIC: KIE.L
Sector: Construction & Materials
FTSE 250 Constituent

Business:
A leading infrastructure player in the UK, Kier has around £1.5 billion of
annualised turnover in roads, rail, power and utilities ventures. Other activities
include defence, education, housing and industrials. The Group employs over
24,000 people in its operations in the UK, the Caribbean, the Middle East, Hong
Kong and Australia. Its order book currently stands at around £9.3 billion,
providing valuable visibility on its future earnings stream.
Geographical
Segment
UK

Key Data
Year end:
12m high-low:
Mkt. cap:
No. of shares:
Website:

30th June
1,520p – 1,154p
£1,132.0m
96.0m
kier.co.uk

100%

2015
Revenue
£3.28 Bn

*Contribution from Caribbean, Middle East, Hong
Kong and Australia are too small to feature at
present.

Product
Segment
Construction
Support
Services
Residential
Property

2015
Revenue
52.2%

£1.71 Bn

38.2%

£1.25 Bn

7.8%
1.8%

£257.2m
£59.4m

Share Chart – One Year:

Dividends
12m Yield (Gross):
Payment:
Next Ex-Div Date:

4.88%
Semi-Annual
06.10.2016

Analyst

Mike Franklin

Source: London Stock Exchange

(t) +44 (0) 207 382 8300
(e) mike.franklin@beaufortsecurities.com

Investment Rationale:
Concerns that an ‘out’ vote in the 23rd June EU Referendum may reduce the rate of economic activity in the UK
while the UK adjusts to its new circumstances have made investors cautious about prospects for the
construction and related sectors. Some short term disruption may be inevitable but such a big decision as this
has to be seen in a longer term context. Except in an Armageddon scenario, Kier’s businesses should continue
to grow at a steady rate to the benefit of shareholders.
Since mid-September 2015, despite intervening rallies, the share price has declined by 23% to the 1175p level
now. Within that timeframe, since early-March 2016, the shares have fallen by 13% and this has left them
looking decidedly neglected. The current yield is attractive at 4.9% gross but this is only 50% covered at present
and could become subject to review. However, despite this the outlook for revenue and earnings is solid and
should support a recovery in the shares, particularly if the EU Referendum produces a ‘Remain’ result.
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Attractions and Downside Risks:
Attractions

Downside Risks



Kier has exposure to valuable government growth
initiatives such as the ‘New Communities
Partnership’.

 Availability of suitable land for development is
critical to the construction and house building
sectors as is suitably skilled manpower.



Despite the general uncertainty ahead of the EU
Referendum vote, Kier’s large domestic business
provides insulation to earnings.



Kier’s pipeline of future contracts gives good
visibility of future revenue.

 The recent High Court ruling against several major
companies in the UK construction sector, including
Kier, in the Blacklisted Worker case implies total
compensation costs of £75m and legal costs of
£25m. An average cost of £12m for Kier should
not impact materially.



Expectations of strong revenue growth and
improving margins support the prospect of average
annual EPS growth of 10%, at least, during the next
two years.

 HM Treasury could introduce further measures
such as the 3% higher rate of stamp duty for the
Buy-to-Let sector to mitigate overheating in the
residential property market.

Financial Ratios:
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5 YR AVG
ROE

51.7x

11.9X

10.3x

4.6%

0.5x

0.8

74.6%

-1.6%

20.4%

Sources: Company website, Company RNS, Bloomberg, ProQuote, London Stock Exchange, Investee Companies’ web
sites.

Please note that the various members of the Beaufort Securities Research Team produce, individually, short term technically-derived trading
ideas or long term fundamentally-based research. Sometimes the recommendations may appear to be contradictory but the differences are a
matter of time frame. The long term is a series of short terms and we endeavour to fine tune investment activity for short term trading-oriented
clients. The trading recommendations in this research note are essentially technically-derived.
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Man Group

Trading Recommendation
Target Price: 156p
Suggested stop-loss at 8%

SPECULATIVE BUY
Business:

Price: 134.0p
EPIC: EMG.L
Sector: Financial Services

Man Group is one of the world’s largest independent alternative investment
managers, offering liquid investment strategies designed to outperform
financial benchmarks. Headquartered in London, the Group held funds under
management of US$78.7Bn at the end of 2015. Man Group is a FTSE 250 Index
company.

FTSE 250 Constituent

Geographical
Segment
Key Data
Year end:
12m high-low:
Mkt. cap:
No. of shares:
Website:

31st Dec
184.8p – 126.5p
£2,275m
1,703m
man.com

Cayman Island

38.4%

£383 m

Ireland

21.3%

£212 m

15.2%

£151 m

25.1%

£389 m

United
Kingdom
Bermuda &
Other

Product
Segment
Management
Fees
Performance
Fees

2015
Revenue
73.4%

£833 m

26.6%

£302 m

Share Chart – One Year:

Dividends
12m Yield (Gross):
Payment:
Next Ex-Div Date:

2015
Revenue

5.43%
Semi-Annual
18.08.2016

Analyst

Mike Franklin
(t) +44 (0) 207 382 8300
(e) mike.franklin@beaufortsecurities.com

Source: London Stock Exchange

Investment Rationale:
With the share price down by 40% since early-April 2015, including a fall of almost 20% since mid-April 2016,
shareholders have been taking some punishment. In early-May 2015, the group was reported to have suffered
an outflow of $1.3 billion of institutional funds under management (FUM) and spurious publicity at the time of
the ‘Shanghai Meltdown’ last summer was not helpful. However, the development of the quant investment
offering through Man AHL appears to have begun to turn the tide with a net inflow of $0.5 billion reported in
Q1 ’16. Total FUM is of the order of $78 billion. The overall pattern is a shift in the client base from discretionary
alternative funds to quantitative alternative funds (which, fortuitously, carry higher margins). A negative
research comment on prospects prompted a 9% drop in the shares in early-May but the technical position
suggests that the reaction was overdone and that a 17% rally to around the 156p level may be imminent. Highly
speculative buy.
This is a technically-based short term trading recommendation. For a fundamentally-based comment please refer to
‘Breakfast Today’ dated 18th April 2016
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Attractions and Downside Risks:
Attractions

Downside Risks



If the result of the EU Referendum vote is 
‘Remain’, investment groups like Man could
benefit from a recovery in investment confidence
which has been dampened in recent months.

The nature of the business that a firm like Man
undertakes relies particularly heavily on the quality
of the management and their investment teams.
Disruption can be unsettling.



The group’s management has been taking steps 
to diversify the business and is actively seeking
new areas for growth.



In its Q1 ’16 Interim Management Statement the
company expressed caution about the outlook
after the exceptional volatility of the first quarter
of 2016.

The shares carry a yield of 5.1% which is
comfortably covered by estimates of current 
year’s earnings.

If investment markets remain as unsettled in the
second half of the year as in the first, clients’
appetite for risk may continue to be restrained..
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19.6x

10.3x

9.2x

5.1%

1.0x

1.2x

6.7%

7.4%

1.6%

Sources: Company website, Company RNS, Bloomberg, ProQuote, London Stock Exchange, Investee Companies’ web
sites.

Please note that the various members of the Beaufort Securities Research Team produce, individually, short term technically-derived trading
ideas or long term fundamentally-based research. Sometimes the recommendations may appear to be contradictory but the differences are a
matter of time frame. The long term is a series of short terms and we endeavour to fine tune investment activity for short term trading-oriented
clients. The trading recommendations in this research note are essentially technically-derived.
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WPP Group

Trading Recommendation
Target Price: 1,850p
Suggested stop-loss at 8%

BUY/ADD

Business:
WPP plc is a communications services group serving 830 major clients through
160 companies employing 190,000 people from 3,000 offices in 112 countries.
The operations include advertising, media investment management,
information and consultancy, public relations, healthcare and specialist
communications, and branding and identity services.

Price: 1,618p
EPIC: WPP.L
Sector: Media

Geographical
Segment

FTSE 100 Constituent

Key Data
Year end:
12m high-low:
Mkt. cap:
No. of shares:
Website:

31st Dec
1,690p – 1,273p
£20,843m
1,293m
wpp.com

2015
Revenue

North America

36.9%

£4.5 Bn

Asia Pacific,
LatAm, Africa &
M. E. and Central
& Eastern
Europe

28.7%

£3.5 Bn

Continental
Europe

19.7%

£2.4 Bn

UK

14.7%

£1.8 Bn

Dividends
12m Yield (Gross):
Payment:
Next Ex-Div Date:

2.78%
Semi-Annual
06.10.2016

Product
Segment
Advertising &
Media
Investment
Mgmt
Branding &
Identity,
Healthcare
and Specialist
Comms
Information,
Insight &
Consultancy
Public
Relations &
Public Affair

2015
Revenue
45.7%

£5.6 Bn

27.0%

£3.3 Bn

19.6%

£2.4 Bn

7.7%

£945.8 m

Share Chart – One Year:

Analyst

Mike Franklin
(t) +44 (0) 207 382 8300
(e) mike.franklin@beaufortsecurities.com

Source: London Stock Exchange

Investment Rationale:
In advertising terms 2016 is a significant year in that it is a Summer Olympic year (Rio-Brazil) and, in turn, a US
Presidential Election year. In addition, there’s the Euro 2016 football championships along with other events
likely to stimulate advertising spend internationally. Through a combination of economic growth, expansion by
acquisition, embracing technological changes and management with a solid track record, the group has
maintained a virtually unbroken uptrend in revenue and EPS since 2009 and the indications are that this will
continue. North America, accounting for almost 37% of 2015 revenue and the group’s highest margin area, has
been growing strongly helped by increasing use of WPP’s automated digital advertising platform.
After rallying by 27% since early-February 2016, the shares have fallen back by 7% since mid-April and are now
towards the bottom of their momentum range. If, indeed, a ‘Remain’ vote emerges, the shares should be
expected to respond well to an improvement in UK stock market sentiment.
This is a technically-based short term trading recommendation. For a fundamentally-based comment please refer to
‘Breakfast Today’ dated 29th April 2016.
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Attractions and Downside Risks:
Attractions

Downside Risks



The shares offer a proxy on global economic growth 
enhanced by well-executed M&A activity and a
successful strategic management approach.

A slowdown in global spending on its services
would impact WPP’s revenue and, subject to how
margins are effected, earnings.



2016 and 2017 should prove to be a strong years 
for the group given the impact of revenuegenerating events globally.

WPP has a significant presence in Brazil, China and
Russia and delayed recovery in these economies
could create a drag on performance.



As the world’s largest advertising agency by 
revenue WPP is increasingly a beneficiary of its size
in winning new business.

As about 80% of the group’s revenue is in foreign
currency, a ‘Remain’ vote-induced bounce in
Sterling could create some translation headwind.

Financial Ratios:
HIST
PER

Est'd PER
Current Yr

Est'd PER
Next Yr

Div Yield
12m Gross
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Cover

BETA

Debt to
Equity

RETURN on
Equity

5 YR AVG
ROE

18.0x

15.4x

14.1x

2.8%

2.0x

1.0x

73.2%

15.3%

13.5%

Sources: Company website, Company RNS, Bloomberg, ProQuote, London Stock Exchange, Investee Companies’ web
sites.

Please note that the various members of the Beaufort Securities Research Team produce, individually, short term technically-derived trading
ideas or long term fundamentally-based research. Sometimes the recommendations may appear to be contradictory but the differences are a
matter of time frame. The long term is a series of short terms and we endeavour to fine tune investment activity for short term trading-oriented
clients. The trading recommendations in this research note are essentially technically-derived.
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Recommendations
During the three months to end-April 2016, the number of stocks on which Beaufort Securities has published recommendations was 342, and the
recommendations were as follows: Buy - 107; Speculative Buy - 182; Hold - 53; Sell - 0.
Full definitions of the recommendations used by Beaufort Securities in its publications and their respective meanings can be found on our website here.

This report is published by Beaufort Securities (“Beaufort Securities”). Beaufort Securities is Authorised and Regulated by the Financial Conduct Authority
and is a Member of the London Stock Exchange.
This research is non-independent and is classified as a Marketing Communication under FCA rules. As such it has not been prepared in accordance with
legal requirements designed to promote independence of investment research and it is not subject to the prohibition on dealing ahead of the
dissemination of investment research in COBS 12.2.5. However Beaufort Securities has adopted internal procedures which prohibit analysts from dealing
ahead of non-independent research, except for legitimate market making and fulfilling clients’ unsolicited orders.
RELIANCE ON THIS NOTE FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE AN INDIVIDUAL TO A SIGNIFICANT RISK OF LOSING
ALL OF THE FUNDS, PROPERTY OR OTHER ASSETS INVESTED OR OF INCURRING ADDITIONAL LIABILITY.
By receiving this document, you will not be deemed a client or provided with the protections afforded to clients of Beaufort Securities. When distributing
this document, Beaufort Securities is not acting for any recipient of this document and will not be responsible for providing advice to any recipient in
relation to this document. Accordingly, Beaufort Securities will not be responsible to any recipient for providing the protections afforded to its clients.
Beaufort Securities may effect transactions in shares mentioned herein and may take proprietary trading positions in those shares, and may receive
remuneration for the publication of its research and for other services. Beaufort Securities may be a shareholder in any of the companies mentioned in
this report. Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available to Beaufort Securities
or the Group, which is not reflected in this material. The remuneration of the author of this report is not tied to the recommendations on any shares
mentioned nor to the any transactions undertaken by Beaufort Securities or any affiliate company. Further information on Beaufort Securities’ policy
regarding potential conflicts of interest in the context of investment research and Beaufort Securities’ policy on disclosure and conflicts in general are
available on request. Please refer to http://www.beaufortsecurities.com/important-info.
This document is not an offer to buy or sell any security or currency. This document does not provide individually tailored investment advice. It has been
prepared without regard to the individual financial circumstances and objectives of persons who receive it. The appropriateness of a particular investment
or currency will depend on an investor’s individual circumstances and objectives. The investments and shares referred to in this document may not be
suitable for all investors.
Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may not get back the full amount
invested. The listing requirements for securities listed on AIM or ISDX are less demanding and trading in them may be less liquid than main markets.
This document is based on information Beaufort Securities has received from publicly available reports and industry sources. Beaufort Securities may not
have verified all of this information with third parties. Neither Beaufort Securities nor its advisors, directors or employees can guarantee the accuracy,
reasonableness or completeness of the information received from any sources consulted for this publication, and neither Beaufort Securities nor its
advisors, directors or employees accepts any liability whatsoever (in negligence or otherwise) for any loss howsoever arising from any use of this document
or its contents or otherwise arising in connection with this document (except in respect of wilful default and to the extent that any such liability cannot
be excluded by the applicable law). This document is not to be relied upon and should not be used in substitution for the exercise of independent judgment.
This document includes certain statements, estimates, and projections with respect to the anticipated future performance of securities listed on stock
exchanges and as to the market for these shares. Such statements, estimates, and projections are based on information that we consider reliable and may
reflect various assumptions made concerning anticipated economic developments, which have not been independently verified and may or may not prove
correct. No representation or warranty is made as to the accuracy of such statements, estimates, and projections or as to its fitness for the purpose
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