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Key markets to remain difficult in Q4
Americas: to remain impacted by destocking in the US in Q4
Travel Retail Americas was dynamic in Q3 while Latin America showed an
improvement thanks to a return to growth in Mexico. But the US dropped by a low
single digit figure, impacted by destocking. The group said the underlying trend in the
country is broadly in line with the market at +4.5%. Jameson continued to perform
strongly while the growth relays (ie Martell, Avion, Altos and The Glenlivet Founder’s
Reserve) grew double digit. Q4 should remain impacted by destocking.
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Asia-R0W: another soft quarter expected in China and Korea
China slowed down in Q3 due to the early timing of the Chinese New Year. It was
reported to be strong. Martell remained very dynamic across all price segments. The
group lifted its prices for the brand by 5% at the beginning of February. Chivas
continued to benefit from the relaunch campaign at end 2017. Premium brands
performed strongly, especially Absolut and Jacob’s Creek. The CFO said Q4 in China
should be impacted by inventory management on Martell. Note the company has
signed an agreement to distribute Domaine Barons de Rothschild in the country from
2019/20. India was also slower in the last quarter due to comps but underlying growth
remained strong driven by Seagram Indian whiskeys. The group expects no significant
disruption in India because of the general elections. Korea dropped double digit as a
result of 1/ destocking of Imperial (50% of sales) ahead of distribution handover to
Drinks International on 1st April, and 2/ organizational changes impacting Strategic
International Brands. The country should remain penalizing until H1 2019/20.

Europe: France to suffer from the Egalim law next quarter
The UK was very dynamic in Q3 driven by spirits but wines returned to positive
territory after the implementation of a value approach. Russia grew double digit. The
negatives were Spain, where competition has intensified, and France and Germany,
where the company’s products were delisted from Leclerc and Rewe, respectively.
In Q3 the group suffered in France from the delisting from Leclerc. The CFO confirmed
the group is now reengaging with consumers, but a negative impact from the Egalim
law in France is expected in Q4, with price increases (+10% on Ricard) causing volume
losses.
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Next Catalyst: Asia conference call on 4th June

Slight upgrade in our FV due to FX
The company reiterated its EBIT margin should increase by 50bp in organic terms this
year. This will notably be achieved thanks to the completion of its EUR200m savings
by the end of 2018/19, a year ahead of plan. Our estimates are in line with guidance,
with 2018/19 sales and EBIT up 5.9% and 8%, on an organic basis and respectively. The
top line should show a modest improvement in Q4, with organic sales expected to be
up 4.5% post +2.5% in Q3 (+7.8% in H1). The group said FX should have a EUR20m
positive impact on full year EBIT vs the previous guidance for -EUR30m. As a result,
we lift our full year EPS by 2%. Our Fair value is raised to EUR169.
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Last rating Change:
2019-3-29, Soft Q3 ahead of us…after a strong share
performance
Last FV Change:
2019-3-29, Soft Q3 ahead of us…after a strong share
performance
Last Reports:
2019-4-18, Disappointing Q3 organic sales growth

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 48.8%

NEUTRAL ratings 44%

SELL ratings 7.2%
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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”).
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.
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of the Issuer or in any related derivatives.
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Lead/co-lead manager

No

6

Investment banking
agreement
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Research agreement

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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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.
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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.
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Corporate finance client

No

11

Analyst has short
position

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.
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.
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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.
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is an officer
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Analyst disclosure

15

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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