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CEO Mario Guevara retires and overly cautious 2016 NIFO margin guidance (-100-150bp)

NEUTRAL

BIC has reported 2015 sales up 13.3% on a reported basis and 6.2% LFL to EUR2,242m (CS: EUR2,237m),
implying 7.3% LFL growth in Q4 alone, topping the CS forecast at 4.7%(vs. +5.8% in 9M). However FY
normalised IFO came in at EUR432m shy of CS at EUR448m, representing a 60bp-improvement to 19.3%
whilst the CS was expecting a margin of 20%. Three major announcements this morning: 1/ CEO Mario
Guevara is retiring and is replaced by Bruno Bich, 2/ the normalised IFO margin outlook is “overly-
cautious” (-100/-150bp decline vs. +40bp anticipated by CS) and 3/ BIC announced an extraordinary
dividend of EUR2.50 in addition to a EUR3.40 ordinary dividend (+19%). Analysts’ meeting today at 3pm
Paris time.

ANALYSIS

® Q4 sales rose 8.9% on a reported basis and 7.3% LFL to EUR559m, matching CS at EUR555m. BIC
achieved an acceleration vs. Q3 (+4.8% LFL) despite a more challenging comparison base (+4.8% in
Q4 14 vs. +2.6% in Q3 14), driven by a particularly strong performance in Shavers (see below).

e  Sales in the consumer business increased by 7.9% in Q4 vs. +6.2% in Q3/+6.6% in 9M. Stationery
rose by 4.3% LFL (Q3: +6.1% / 9M: +3.5%). Lighters remained robust with 8.9% growth (Q3:+5.2% /
9M: +8.1%) fuelled by a double-digit increase in emerging markets. Revenue from Shavers
accelerated to record growth of 13.3% in Q4 (Q3: +10.3% / 9M: +11.4%).

e  Promotional products: rebound in Q4. Indeed sales increased by 4.6% after the 3.4% decline in
Q3, confirming better momentum in Europe and in North America. Yet BIC announced it has
initiated a strategic review for BIC Graphic given a more limited outlook regarding the
promotional product industry.

e  FY15 normalised IFO margin only expanded by 60bp to 19.3% (CS: 20%). The GM was up 60bp to
49.7% thanks to positive fixed cost absorption and a favourable raw material impact. As expected,
the group increased its brand support massively in Q4 (+100bps and +10bps over 2015), thereby
explaining the lower-than-expected margin expansion in 2015. Group net income reached EUR325m
(+24%) in line with CS forecast (EUR323m).

e  BIC will offer an extraordinary dividend of EUR2.50, which comes on top of a 19% increase in the
ordinary dividend to EUR3.40, offering an attractive yield of ~4.2%.

BIC Q4 and FY15 Results:

EURmM Q4 15 % change 2015 % change
Net sales 559.4 8.9 2,241.7 13.3
Normalised IFO 88.6 -2.3 432.0 16.7
in % of sales 15.8 -180bp 19.3 +60bp
Reported IFO 94.2 20.9 439.9 19.1

in % of sales 16.8 +160bp 19.6 90bp
Group Net Income 72.1 20.8 325.1 24.0

Source: Company Data

e Two other breaking news items were announced this morning: 1/ Following CEO Mario
Guevara’s decision to retire (he remains on the Board), the BoD will propose to combine the
Chairmain and CEO functions, enabling Mr Bich to replace Mr Guevara and find a CEO successor;
2/ against a significant increase in brand support in Q4 (+100bps), the group’s guidance is for a
very conservative margin as the NIFO margin is expected to drop by 100-150bp in 2016 while CS
was expecting a 40bp-increase! The sales outlook (“mid single digit growth”) fits with
expectations (BG: +4.5%e / CS: +4.2%e)

VALUATION

e  We expect the share price to come under pressure given the margin miss in 2015, but more
importantly, due to the overly-cautious NIFO margin guidance delivered for 2016. The stock trades
at a 2016e EV/EBIT multiple of 13.2x or a 30% premium to its 2004-16 historical average. Neutral
recommendation and FV of EUR130 confirmed.

NEXT CATALYSTS

e Analysts’ meeting today at 3pm (Paris time) / Q1 16 Results on 27" April 2016.
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Bryan Garnier stock rating system

For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:
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Opinion recommending not to trade in a stock short-term, neither as a BUYER or a SELLER, due to a specific set of factors. This view is intended to
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clements that could include a SWOT analysis, momentum, technical aspects or the sector backdrop. Every subsequent published update on the stock

will feature an introduction outlining the key reasons behind the opinion.
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Distribution of stock ratings
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