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Consumer, Brands & Retail
Retail & E.commerce

NEUTRAL
Fair Value

EUR23,7 (+4%)

Share price

EUR22.87

EPS 3Y Cagr

15.5%

Slight beat for FY results
Slight beat for Q4 EBIT margin
Note that Ahold Delhaize already reported its sales in January and has now unveiled
FY results, with EUR691m in underlying EBIT for Q4, beating CS expectations by >2%,
also implying a 4.2% margin up 20bp (vs. 4.1%e by CS). The outperformance was mainly
driven Belgium (2.9% margin vs. 2.3%e) where the recovery plan seems to be bearing
fruit with higher gross margin and lower OPEX, especially visible in labour costs and
D&A. The US (4.3% vs. 4.2%e) and Central and Southeastern Europe (5.3% vs. 5.2%e)
also came out slightly above anticipations. The Netherlands (4.9% margin as expected)
remains well oriented as the pure online non-food player bol.com continued to
improve its margins (ex bol.com the margin is slightly down). With EUR432m in
accumulated net synergies at the end of 2018, the group is still well on track to meet
its EUR500m in net synergies by the end of 2019, the majority of which should stem
from the US and sourcing.

Strong 2018 EPS and FCF
For the full year 2018, underlying EPS from continuing operations came out at EUR1.6,
reaching the top of the EUR1.5-1.6 range guided by the group, notably driven by lower
than expected financial expenses and income taxes. FCF amounted to EUR2.3bn.
Ahold Delhaize will propose a dividend of EUR0.70/share, up 11% YoY and implying a
pay-out ratio of 42%. The group will introduce an interim dividend of 40% of the H1
2019 underlying income from continuing operations to be paid after the publication
in August.

2019 outlook implies margin headwinds and capping
Despite c.EUR70m in net synergies and EUR540m in cost-cutting (as part of the Save
for Our Customer program) to be generated over 2019, Ahold Delhaize is anticipating
flat margins for 2019 (in line with the CS). It confirms our fear to see the US margins
eroding given increasing labour and transportation costs, the need to invest in prices
in e-commerce and in e-commerce capabilities. We also believe Q1 should be closely
monitored in the US regarding a potential shutdown impact and a decline in food
inflation. The group also expects CAPEX of EUR2bn in 2019 given the ongoing
remodelling of Stop & Shop and the e-commerce ramp-up in the US while underlying
EPS should grow in high single digits (in line with the CS).
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Next Catalyst:
Q1 2019 results on 8th May

Neutral recommendation maintained
We are making no change to our estimates prior to the conference call. We confirm
our Neutral stance as we still struggle to identify the profitability levers at the group
level as headwinds are rising, especially in the US. The group is certainly a best-inclass player in execution, allowing it to generate strong FCF, adopt a generous
investor return policy and be ready to seize any M&A opportunity. The stock is a safehaven in the retail segment for long-term investors, and already fully priced as our FV
of EUR23.7 points to no real upside, but we prefer to play the French food retailers.
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Last FV Change:
2019-1-23, Q4 sales above expectations while 2018 EPS in
the high end of guidance
Last Reports:
2019-1-23, Q4 sales above expectations while 2018 EPS in
the high end of guidance

Bryan Garnier stock rating system
For the purposes of this Report, the Bryan Garnier stock rating system is defined as follows:

Stock rating
BUY

NEUTRAL

SELL

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.
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.
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 55,1%

NEUTRAL ratings 38,1%

SELL ratings 6,8%
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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.
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.
A member of the Bryan Garnier Group is party to an agreement with the Issuer relating to the
production of this Report.
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Other disclosures

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

A copy of the Bryan Garnier & Co Limited conflicts policy in relation to the production of research is available at www.bryangarnier.com
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