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Top Picks: Edenred returns to our list before its CMD
Looking back to Q3 2019: Impact of mixed publications
After a clear outperformance in H1 (+40.5% in absolute terms and 22.4% in relative
terms vs. DJ Stoxx), Edenred consolidated in Q3 after the publication of a H1 EBIT
margin down 30bp on a reported basis, with a slight improvement of 10bp on a lfl
basis where the consensus was expecting a 60bp improvement.
While the performance of the two leaders in the foodservice sector was comparable
throughout H1, Compass Group posted a clear outperformance in Q3 compared to
Sodexo with an absolute increase in euros of 11.5% vs. 0.1%. Indeed, despite betterthan-expected H1 results, Sodexo's share price consolidation is mainly the result of an
annual EBIT margin guidance (between 5.5% and 5.7%) now expected at the lower end
of the range, i.e. flat compared to last year, mainly due to the action plans currently
implemented which require investments. Remember that Compass group only
publishes a trading update in Q3.
Regarding Elior, up 1.9% in absolute terms, the market is still very cautious after the
publication of a further decline in organic growth in Q3, even if it was slightly less
than expected.

What we see for Q4: no surprise expected from FY publications,
but wait-and-see attitude should continue in contract catering
The publication of annual results of the two world leaders in foodservice, at the
beginning of November for both Sodexo and Compass Group, should not bring any
surprises. However, given the economic environment, it is difficult to anticipate very
positive guidance and the current wait-and-see attitude should continue.
We remain cautious on Elior pending the publication of annual results at the beginning
of December. Indeed, annual guidance was reviewed again post the Q3 publication,
but still seems ambitious to us. Remember that by confirming negative organic
revenue growth of 1% including the impact of -1% from voluntary contract exits in
Italy, management aims to stabilize its adjusted EBITA margin at 3.6%, the CEO
confirming that the turning point has been passed and is now on an upward trajectory
bearing in mind that margin was down 40bp in H1.

Edenred back in our top picks list
As a reminder, after the publication of its Q3 CA on October 18, Edenred will hold a
new CMD on October 23.

BG Coverage
EDENRED | BUY – TOP PICKS | EUR50
COMPASS GROUP | NEUTRAL | 1900p
ELIOR | NEUTRAL | EUR14.5
SODEXO | NEUTRAL | EUR97

Last rating Change:
EDENRED - 01/07/2019
Top Picks: Edenred removed from our list after strong
outperformance
EDENRED - 10/04/2019
French food retailers are slowly recovering from the
Yellow Vests effect
EDENRED - 25/07/2018
Feedback CC: A growth story which sounds far from
complete
EDENRED - 25/07/2018
Feedback CC: A growth story which sounds far from
complete
Last FV Change:
EDENRED - 24/07/2019
Finding weaknesses in the business model remains a
challenge!
COMPASS GROUP - 01/07/2019
Top Picks: Edenred removed from our list after strong
outperformance
EDENRED - 03/04/2019
More bullish scenario in Digital & Payments
SODEXO - 09/11/2018
Feedback FY: Reassuring waiting the action plan to bear
fruits. FV upgraded to EUR97

First of all, during Q3 revenue, there is no reason why management should not
confirm: 1-its confidence that it can outperform medium-term targets growth
(operating revenue, operating EBIT and FFO of more than 7%, 9% and 10%
respectively); and 2- its 2019 EBIT guidance which has been set between EUR520m
and EUR550m compared with last year's EBIT of EUR461m i.e. up between 12.8% and
19.3% with EBIT margin improvement in H2 compared with H1 (consensus at
EUR543m).
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Secondly, since the Fast Forward Plan was launched 2016 (last CMD), it is clear that medium term guidance have
already been largely outpaced and could lead Management to adjust its objectives upwards.
As a reminder, bearing in mind that Edenred’s market i.e. Employee Benefits, Fleet & Mobility Solutions and Corporate
Payment Services, remains largely under-penetrated, we are convinced that the group will be able to maintain doubledigit top-line growth with margin improvement. Growth will continue to be driven by:
•
Leveraging digitization in products and sales channels to notably improve SME’s customer base or to optimize
cross selling between group products;
•
Bringing digital innovation across all business lines via a global digital platform to propose new apps based
on inhouse and partner capabilities (wallet service providers, leading e-commerce platforms or white label)
to fit customer needs;
•
The recent acquisition of CSI, which substantially expands Edenred’s footprint in Corporate Payment by
entering the largest and fast growing market in North America.

Next catalysts
Revenue
•
•
•
•

& Results
Edenred: Q3 Revenue on 18th October
Sodexo: FY 2018/19 Results on 7th November
Compass Group: FY 2018/19 Results on 26th November
Elior: FY 2018/19 Results on 14th December

Other events
•
Edenred:CMD on 23rd October (London)
•
Edenred: Road Show Paris on 30th October with 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

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 50.3%

NEUTRAL ratings 42.2%

SELL ratings 7.5%
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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”).
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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Bryan Garnier
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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

No

6

Investment
agreement

7

Research agreement

In the past twelve months, a member of the Bryan Garnier Group has been lead manager or colead 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.

No
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Analyst
receipt
or
purchase of shares in
Issuer
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

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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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
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Bryan Garnier executive
is an officer

No

14

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).
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