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INDEPENDENT RESEARCH 
UPDATE Diageo 

23 novembre 2016 Une amélioration de la trajectoire 
Agro-Alimentaire & Boissons Fair Value 2150p vs. 2200p (cours2 005p) NEUTRE 

Bloomberg DGE LN 
Reuters DGE.L 
+Haut /+Bas 12 mois (p) 2 268 / 1 745 
Capitalisation Boursière (MGBP) 50 448 
Valeur d’Entreprise 58 168 
Volume moyen 6 mois (000 actions) 4 948 
Flottant 99,9% 
TMVA BPA (3 ans) 11,0% 
Gearing (06/16) 17% 
Rendement (06/17e) 3,10% 
 

 Notre opinion est que l’amélioration graduelle de la performance 
opérationnelle se trouve déjà reflétée dans le cours. Nous maintenons 
notre recommandation Neutre mais nous abaissons notre Fair Value à 
2150p du fait des changes. 

 Une accélération graduelle de la croissance. Les ventes de Diageo 
devraient augmenter de 3,5% en organique cette année après +2,8% en 
2015/16. Cela reflète une amélioration de tendance sur les principaux 
marchés du groupe hormis la zone Europe/Russie/Turquie qui est 
attendue en hausse de seulement 2,8%. La bonne performance de l’année 
dernière (+3,9% en 2015/16) avait été stimulée par des hausses de prix 
significatives en Russie. Le groupe devrait continuer de sous-performer 
aux Etats-Unis. Nous estimons que les ventes dans le pays devraient 
croitre de 3,5% dans un marché en hausse de 4%. L’environnement reste 
par ailleurs difficile dans les pays émergents. L’Afrique, l’Amérique 
latine/Caraïbes et l’Asie Pacifique devraient afficher une progression 
respective de 4%, 3,8% et 4% cette année, bien en-dessous des tendances 
historiques. 

 Une amélioration limitée de la marge opérationnelle courante. En 
2016/17, la marge opérationnelle courante devrait croitre de 120pbs en 
publié grâce aux effets change mais de seulement 14pbs en organique. En 
cause les dépenses liées au programme d’économies de coûts de 
GBP500m qui doit être réalisé via la mise en place d’un budget base zéro, 
d’un Revenue Management et de gains d’efficacité au chapitre des frais 
généraux et de publicité. Le premier semestre devrait montrer un repli 
organique de la marge opérationnelle courante de 14pbs. 

 Neutre, Fair Value: 2150p. L’amélioration de la trajectoire nous semble 
bien valorisée. Au cours d’avant-hier soir, le titre traite sur un EV/EBIT 
2016/17e de 16,2x, 9% au-dessus de son pair le plus proche Pernod 
Ricard. Nous maintenons notre recommandation Neutre mais nous 
abaissons notre Fair Value à 2150p du fait des changes.  

 

 

Fin Juin  06/16 06/17e 06/18e 06/19e 
C. d’affaires 
(MGBP) 

10 485 11 969 12 564 13 177 

EBIT(MGBP) 3 008 3 590 3 848 4 080 
BPA Publié (p) 89,39 103,98 113,90 122,34 
BPA dilué (p) 89,04 103,57 113,45 121,86 
EV/CA 5,63x 4,86x 4,58x 4,30x 
EV/EBITDA 17,8x 14,5x 13,2x 12,1x 
EV/EBIT 19,6x 16,2x 14,9x 13,9x 
P/E 22,5x 19,4x 17,7x 16,5x 
ROCE 12,1 13,8 14,5 15,2 
Cours et données arrêtés au 21 novembre 
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Simplified Profit & Loss Account (GBPm) 30/06/14 30/06/15 30/06/16 30/06/17e 30/06/18e 30/06/19e 
Net sales 10 258 10 813 10 485 11 969 12 564 13 177 
Change (%) -9,2% 5,4% -3,0% 14,2% 5,0% 4,9% 
Organic change (%) 0,4% 0,0% 2,8% 3,5% 4,2% 4,9% 
Gross profit 6 252 6 228 6 234 7 229 7 614 8 011 
Adjusted EBITDA 3 478 3 437 3 323 4 009 4 351 4 673 
Marketing expenses -1 769 -1 620 -1 629 -1 562 -1 759 -1 847 
Adjusted EBIT 3 134 3 066 3 008 3 590 3 848 4 080 
Change (%) -9,9% -2,2% -1,9% 19,3% 7,2% 6,0% 
Financial results -388 -412 -327 -343 -280 -240 
Pre-Tax profits 2 711 2 933 2 858 3 472 3 803 4 085 
Tax -447 -466 -496 -729 -799 -858 
Profits from associates 252 175 221 225 235 245 
Minority interests -67,0 86,0 118 135 148 159 
Net profit 2 181 2 467 2 362 2 743 3 005 3 227 
Restated net profit 2 394 2 225 2 242 2 608 2 857 3 068 
Change (%) -7,2% -7,1% 0,8% 16,3% 9,5% 7,4% 
       Cash Flow Statement (GBPm)       
Operating cash flows 2 707 2 797 2 841 3 590 3 848 4 080 
Change in working capital -597 117 -53,0 -204 -204 -210 
Capex, net -562 -586 -449 -600 -628 -659 
Financial investments, net -673 -722 -639 -899 -906 -925 
Dividends -1 228 -1 341 -1 443 -1 491 -1 565 -1 643 
Net debt 8 850 9 527 8 635 7 720 7 071 6 235 
Free Cash flow 1 235 1 963 2 097 1 906 2 213 2 480 
       Balance Sheet (GBPm)       
Tangible fixed assets 3 433 3 690 3 881 3 850 3 733 3 513 
Intangibles assets 7 891 11 231 12 370 12 617 12 870 13 127 
Cash & equivalents 622 472 1 089 -454 -217 -341 
current assets 7 469 7 670 8 852 7 987 8 619 8 902 
Other assets 6 982 6 431 6 180 7 693 7 340 7 245 
Total assets 22 964 25 804 28 491 27 844 28 611 28 932 
L & ST Debt 9 214 9 838 10 129 6 505 6 093 5 133 
Others liabilities 6 160 6 710 8 182 8 778 9 091 9 413 
Shareholders' funds 7 590 9 256 10 180 12 561 13 426 14 386 
Total Liabilities 15 374 16 548 18 311 15 283 15 184 14 546 
Capital employed 15 245 18 987 20 144 20 564 20 903 21 150 
       Ratios       
Gross margin 60,95 57,60 60,20 60,40 60,60 60,80 
Marketing expenses as % of sales 15,79 15,07 14,90 14,70 14,70 14,70 
Operating margin 30,55 28,35 28,69 29,99 30,63 30,97 
Effective tax rate 16,49 15,89 17,35 21,00 21,00 21,00 
Net margin 21,26 22,82 22,53 22,92 23,91 24,49 
ROE (after tax) 31,54 24,04 22,02 20,76 21,28 21,33 
ROCE (after tax) 13,70 12,30 12,10 13,79 14,54 15,24 
Gearing 17,33 18,65 16,90 15,11 13,84 12,20 
Pay out ratio 54,36 63,80 66,49 60,02 57,53 56,24 
Number of shares, diluted 2 517 2 517 2 518 2 518 2 518 2 518 
       Data per Share (GBP)       
Basic EPS 95,53 88,82 89,39 104 114 122 
Diluted EPS 95,11 88,40 89,04 104 113 122 
% change -7,2% -7,1% 0,7% 16,3% 9,5% 7,4% 
BVPS 302 368 404 499 533 571 
Operating cash flows 107 137 133 158 164 176 
FCF 49,07 77,99 83,28 75,70 87,90 98,49 
Net dividend 51,70 56,40 59,20 62,16 65,27 68,53 
       
       

Source: Company Data; Bryan, Garnier & Co ests. 
  

 

 
 
Activités 
Fondé en 1997, suite à la fusion de 
GrandMet et Guinness, Diageo est le 
leader mondial des boissons 
alcoolisées avec un portefeuille de 
marques renommées, de spiritueux 
mais aussi de vins et de bière. Basée à 
Londres, la société est côtée à la 
bourse de Londres et de New York. 
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1. Une accélération graduelle de la 
croissance 

Les ventes de Diageo devraient augmenter de 3,5% en organique cette année après +2,8% en 
2015/16. Cela reflète une amélioration de tendance sur les principaux marchés du groupe hormis la 
zone Europe/Russie/Turquie qui est attendue en hausse de seulement 2,8%. La bonne performance 
de l’année dernière (+3,9% en 2015/16) avait été stimulée par des hausses de prix significatives en 
Russie. Le groupe devrait continuer de sous-performer aux Etats-Unis. Nous estimons que les ventes 
dans le pays devraient croitre de 3,5% dans un marché en hausse de 4%. L’environnement reste par 
ailleurs difficile dans les pays émergents. L’Afrique, l’Amérique latine/Caraïbes et l’Asie Pacifique 
devraient afficher une progression respective de 4%, 3,8% et 4% cette année, bien en-dessous des 
tendances historiques. 

Fig. 1:  Ventes – estimations 

GBPm 2015/16 2016/17e 2017/18e 2018/19e 

GROUP     

Sales 10 485 11 969 12 564 13 177 

Reported variation -3.0% 14.2% 5.0% 4.9% 

Organic variation 2.8% 3.5% 4.2% 4.9% 

FX variation -1.6% 13.3% 0.8% 0.0% 

Perimeter variation -3.0% -2.7% 0.0% 0.0% 

NORTH AMERICA     

Sales 3 565 4 152 4 385 4 582 

Reported variation 3.2% 16.5% 5.6% 4.5% 

Organic variation 2.8% 3.5% 4.0% 4.5% 

EUROPE     

Sales 2 544 2 813 2 888 2 990 

Reported variation -2.8% 10.6% 2.7% 3.5% 

Organic variation 3.9% 2.8% 3.0% 3.5% 

AFRICA     

Sales 1 401 1 518 1 612 1 709 

Reported variation -0.8% 8.3% 6.2% 6.0% 

Organic variation 2.6% 4.0% 5.0% 6.0% 

LATAM     

Sales  863 966 1 014 1 074 

Reported variation -16.3% 11.9% 4.9% 6.0% 

Organic variation 0.6% 3.8% 5.0% 6.0% 

ASIA-PACIFIC     

Sales 2 076 2 485 2 629 2 787 

Reported variation -6.2% 19.7% 5.8% 6.0% 

Organic variation 1.5% 4.0% 5.0% 6.0% 

CORPORATE     

Sales 36 36 36 36 

Source: Diageo, Bryan, Garnier & Co 
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2. Une progression limitée de la marge 
opérationnelle courante 

En 2016/17, la marge opérationnelle courante devrait croitre de 120pbs en publié grâce aux 
effets change mais de seulement 14pbs en organique. En cause les dépenses liées au 
programme d’économies de coûts de GBP500m qui doit être réalisé via la mise en place d’un 
budget base zéro, d’un Revenue Management et de gains d’efficacité au chapitre des frais généraux et 
de publicité. Le premier semestre devrait afficher un repli organique de la marge opérationnelle 
courante de 14pbs. 

Fig. 2:  ROP – estimations 

GBPm 2015/16 2016/17e 2017/18e 2018/19e 

GROUP     

EBIT 3008 3590 3848 4080 

Reported variation -1.6% 19.3% 7.2% 6.0% 

Margin 28.7% 30.0% 30.6% 31.0% 

Reported variation in bp 33 130 64 34 

Organic variation in bps 19 14 58 34 

NORTH AMERICA     

EBIT 1551 1880 2005 2116 

Reported variation 7.1% 21.2% 6.6% 5.5% 

Margin 43.5% 45.3% 45.7% 46.2% 

Reported variation in bp 160 179 44 44 

EUROPE, RUSSIA, TURKEY     

EBIT 801 937 985 1030 

Reported variation -0.4% 14.3% 3.7% 4.5% 

Margin 31.5% 32.6% 32.9% 33.2% 

Reported variation in bp 76 108 32 32 

AFRICA     

EBIT 212 233 250 267 

Reported variation -33.3% 9.8% 7.3% 7.0% 

Margin 15.1% 15.3% 15.5% 15.6% 

Variation in bp -734 20 15 15 

LAC     

EBIT 199 220 231 246 

Reported variation -24.3% 10.5% 4.9% 6.5% 

Margin 23.1% 22.8% 22.8% 22.9% 

Variation in bp -240 -29 0 11 

ASIA-PACIFIC     

EBIT 395 513 559 604 

Reported variation 11.0% 29.9% 9.0% 8.0% 

Margin 19.0% 20.7% 21.3% 21.7% 

Variation in bp 294 163 63 40 

CORPORATE     

EBIT -150 -173 -147 -147 

Source: Diageo, Bryan, Garnier & Co 
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3. Valorisation 
 

Fig. 3:  DCF (1/2) 

GBPm 2016/17e 2017/18e 2018/19e 2019/20e 2020/21e 2021/22e 2022/23e 2023/24e 2024/25e 2025/26e 

Sales 11 969 12 564 13 177 13 858 14 617 15 315 15 939 16 477 16 917 17 251 

% reported 14.2% 5.0% 4.9% 5.2% 5.5% 4.8% 4.1% 3.4% 2.7% 2.0% 

EBIT 3 590 3 848 4 080 4 305 4 556 4 773 4 967 5 135 5 272 5 376 

EBIT margin 30.0% 30.6% 31.0% 31.1% 31.2% 31.2% 31.2% 31.2% 31.2% 31.2% 

-Income taxes -729 -799 -858 -904 -957 -1002 -1043 -1078 -1107 -1129 

+Depreciation 419 503 593 643 699 753 807 857 903 863 

as % of sales 3.5% 4.0% 4.5% 4.6% 4.8% 4.9% 5.1% 5.2% 5.3% 5.0% 

+change in WC -204 -204 -210 -220 -233 -244 -254 -262 -269 -274 

as % of sales 1.7% 1.6% 1.6% 1.6% 1.6% 1.6% 1.6% 1.6% 1.6% 1.6% 

Operating cash flows 3 076 3 349 3 606 3 824 4 065 4 281 4 477 4 651 4 799 4 836 

-Capex -600 -628 -659 -693 -731 -766 -797 -824 -846 -863 

as % of sales 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 5.0% 

Free cash flows 2 476 2 720 2 947 3 131 3 334 3 515 3 680 3 828 3 954 3 973 

Discount coefficient 0.93 0.87 0.81 0.76 0.70 0.66 0.61 0.57 0.53 0.50 

Discounted FCF 2 309 2 365 2 389 2 366 2 349 2 309 2 254 2 186 2 105 1 973 

 

Fig. 4:  DCF (2/2) 

Sum of discounted cash flows 22 605 

+Terminal Value 38 728 

+Financial assets 3 443 

-Net debt -8 635 

-Minorities -1 650 

-Provisions -390 

Equity Value 54 101 

Number of shares 2518 

Fair Value 2150 

Source of all tabs: Diageo, Bryan, Garnier & Co 
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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: 
Stock rating 

BUY Positive opinion for a stock where we expect a favourable performance in absolute terms over a period of 6 months from the publication of a 
recommendation. This opinion is based not only on the FV (the potential upside based on valuation), but also takes into account a number of 
elements 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. 

NEUTRAL 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 
be temporary. It may reflect different situations, but in particular those where a fair value shows no significant potential or where an upcoming binary 
event constitutes a high-risk that is difficult to quantify. Every subsequent published update on the stock will feature an introduction outlining the key 
reasons behind the opinion. 

SELL Negative opinion for a stock where we expect an unfavourable performance in absolute terms over a period of 6 months from the publication of a 
recommendation. This opinion is based not only on the FV (the potential downside based on valuation), but also takes into account a number of 
elements 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. 

Distribution of stock ratings  
  

BUY ratings 56,1% NEUTRAL ratings 32,5% SELL ratings  11,5% 

Research Disclosure Legend 

1 Bryan Garnier  shareholding 
in Issuer 

Bryan Garnier & Co Limited or another company in its group (together, the “Bryan Garnier Group”) has a 
shareholding that, individually or combined, exceeds 5% of the paid up and issued share capital of a company 
that is the subject of this Report (the “Issuer”). 

No 

2 Issuer shareholding in Bryan 
Garnier 

The Issuer has a shareholding that exceeds 5% of the paid up and issued share capital of one or more members 
of the Bryan Garnier Group. 

No 

3 Financial interest A member of the Bryan Garnier Group holds one or more financial interests in relation to the Issuer which are 
significant in relation to this report 

No 

4 Market maker or liquidity 
provider 

A member of the Bryan Garnier Group is a market maker or liquidity provider in the securities of the Issuer or 
in any related derivatives. 

No 

5 Lead/co-lead manager In the past twelve months, a member of the Bryan Garnier Group has been lead manager or co-lead manager 
of one or more publicly disclosed offers of securities of the Issuer or in any related derivatives. 

No 

6 Investment banking 
agreement 

A member of the Bryan Garnier Group is or has in the past twelve months been party to an agreement with the 
Issuer relating to the provision of investment banking services, or has in that period received payment or been 
promised payment in respect of such services. 

No 

7 Research agreement A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the production of 
this Report. 

No 

8 Analyst receipt or purchase 
of shares in Issuer 

The investment analyst or another person involved in the preparation of this Report has received or purchased 
shares of the Issuer prior to a public offering of those shares. 

No 

9 Remuneration of analyst The remuneration of the investment analyst or other persons involved in the preparation of this Report is tied 
to investment banking transactions performed by the Bryan Garnier Group. 

No 

10 Corporate finance client In the past twelve months a member of the Bryan Garnier Group has been remunerated for providing 
corporate finance services to the issuer or may expect to receive or intend to seek remuneration for corporate 
finance services from the Issuer in the next six months. 

No 

11 Analyst has short position The investment analyst or another person involved in the preparation of this Report has a short position in the 
securities or derivatives of the Issuer. 

No 

12 Analyst has long position The investment analyst or another person involved in the preparation of this Report has a long position in the 
securities or derivatives of the Issuer. 

No 

13 Bryan Garnier executive is 
an officer 

A partner, director, officer, employee or agent of the Bryan Garnier Group, or a member of such person’s 
household, is a partner, director, officer or an employee of, or adviser to, the Issuer or one of its parents or 
subsidiaries.  The name of such person or persons is disclosed above. 

No 

14 Analyst disclosure The analyst hereby certifies that neither the views expressed in the research, nor the timing of the publication of 
the research has been influenced by any knowledge of clients positions and that the views expressed in the 
report accurately reflect his/her personal views about the investment and issuer to which the report relates and 
that no part of his/her remuneration was, is or will be, directly or indirectly, related to the specific 
recommendations or views expressed in the report. 

Yes 

15 Other disclosures Other specific disclosures: Report sent to Issuer to verify factual accuracy (with the recommendation/rating, 
price target/spread and summary of conclusions removed). 

No 

Summary of Investment Research Conflict Management Policy is available www.bryangarnier.com 

http://www.bryangarnier.com/en/pages/legal/Summary%2Bof%2BInvestment%2BResearch%2BConflict%2BManagement%2BPolicy�
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Important information  
This document is classified under the FCA Handbook as being investment research (independent research). Bryan Garnier & Co Limited has in place the measures and 
arrangements required for investment research as set out in the FCA’s Conduct of Business Sourcebook. 
This report is prepared by Bryan Garnier & Co Limited, registered in England Number 03034095 and its MIFID branch registered in France Number 452 605 512. Bryan Garnier 
& Co Limited is authorised and regulated by the Financial Conduct Authority (Firm Reference Number 178733) and is a member of the London Stock Exchange. Registered 
address: Beaufort House 15 St. Botolph Street, London EC3A 7BB, United Kingdom 
This Report is provided for information purposes only and does not constitute an offer, or a solicitation of an offer, to buy or sell relevant securities, including securities mentioned 
in this Report and options, warrants or rights to or interests in any such securities. This Report is for general circulation to clients of the Firm and as such is not, and should not be 
construed as, investment advice or a personal recommendation. No account is taken of the investment objectives, financial situation or particular needs of any person.  
The information and opinions contained in this Report have been compiled from and are based upon generally available information which the Firm believes to be reliable but the 
accuracy of which cannot be guaranteed. All components and estimates given are statements of the Firm, or an associated company’s, opinion only and no express representation or 
warranty is given or should be implied from such statements. All opinions expressed in this Report are subject to change without notice. To the fullest extent permitted by law 
neither the Firm nor any associated company accept any liability whatsoever for any direct or consequential loss arising from the use of this Report. Information may be available to 
the Firm and/or associated companies which are not reflected in this Report. The Firm or an associated company may have a consulting relationship with a company which is the 
subject of this Report.  
This Report may not be reproduced, distributed or published by you for any purpose except with the Firm’s prior written permission. The Firm reserves all rights in relation to this 
Report.  
Past performance information contained in this Report is not an indication of future performance. The information in this report has not been audited or verified by an 
independent party and should not be seen as an indication of returns which might be received by investors. Similarly, where projections, forecasts, targeted or illustrative returns or 
related statements or expressions of opinion are given (“Forward Looking Information”) they should not be regarded as a guarantee, prediction or definitive statement of fact or 
probability. Actual events and circumstances are difficult or impossible to predict and will differ from assumptions. A number of factors, in addition to the risk factors stated in this 
Report, could cause actual results to differ materially from those in any Forward Looking Information.  
Disclosures specific to clients in the United Kingdom  
This Report has not been approved by Bryan Garnier & Co Limited for the purposes of section 21 of the Financial Services and Markets Act 2000 because it is being distributed in 
the United Kingdom only to persons who have been classified by Bryan Garnier & Co Limited as professional clients or eligible counterparties. Any recipient who is not such a 
person should return the Report to Bryan Garnier & Co Limited immediately and should not rely on it for any purposes whatsoever.  
Notice to US investors  
This research report (the “Report”) was prepared by Bryan Garnier & Co Limited for information purposes only. The Report is intended for distribution in the United States to 
“Major US Institutional Investors” as defined in SEC Rule 15a-6 and may not be furnished to any other person in the United States. Each Major US Institutional Investor which 
receives a copy of this Report by its acceptance hereof represents and agrees that it shall not distribute or provide this Report to any other person. Any US person that desires to 
effect transactions in any security discussed in this Report should call or write to our US affiliated broker, Bryan Garnier Securities, LLC. 750 Lexington Avenue, New York NY 
10022. Telephone: 1-212-337-7000.  
This Report is based on information obtained from sources that Bryan Garnier & Co Limited believes to be reliable and, to the best of its knowledge, contains no misleading, 
untrue or false statements but which it has not independently verified. Neither Bryan Garnier & Co Limited and/or Bryan Garnier Securities LLC make no guarantee, 
representation or warranty as to its accuracy or completeness. Expressions of opinion herein are subject to change without notice. This Report is not an offer to buy or sell any 
security.  
Bryan Garnier Securities, LLC and/or its affiliate, Bryan Garnier & Co Limited  may own more than 1% of the securities of the company(ies) which is (are) the subject matter of 
this Report, may act as a market maker in the securities of the company(ies) discussed herein, may manage or co-manage a public offering of securities for the subject company(ies), 
may sell such securities to or buy them from customers on a principal basis and may also perform or seek to perform investment banking services for the company(ies).  
Bryan Garnier Securities, LLC and/or Bryan Garnier & Co Limited  are unaware of any actual, material conflict of interest of the research analyst who prepared this Report and are 
also not aware that the research analyst knew or had reason to know of any actual, material conflict of interest at the time this Report is distributed or made available.. 

 


