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H 34.95p BUY FOR RECOVERY

Mitie Fine

Mitie Group (34.95p) is the leading facilities
management and professional services
company in the UK and although it has
had to negotiate a tough period, it remains
well-positioned for the long term. This is

at odds with the current share price, which
creates an opportunity.

A trading update for the first quarter of the
current year, the period ended 30 June,
revealed that the business had been more
resilient than anticipated. Although Covid-19
impacted the performance of the business
in the first quarter, fixed Technical Services
contracts, Cleaning and Security services and

Energy Efficiency as a Service company
eEnergy Group (6.75p) joined AIM in January
following the reverse takeover of Alexander
Mining by elLight Group Holdings Limited. A
placing at the time brought in £2m through
the issue of new shares at 7.5p each.

The company provides commercial customers
with immediate energy and cost reductions
with zero upfront investment. eEnergy
Group is an established "Energy Efficiency-
as-a-Service" business which is focused on
providing “Light-as-a-Service" to commercial
customers through elight. elight helps
businesses and schools switch to LED lighting
for a fixed monthly service fee, avoiding any
upfront payments. For customers, the energy
savings are greater than the monthly service

public sector contracts all held up well. In the
first three months of the financial year new
contracts relating to Covid-19 testing centres
have been won. The company has renewed the
Groupe PSA contract with additional services
and won a new integrated contract with Royal
London Group. Key strategic accounts have
also been renewed this year.

Group revenue from continuing operations
for the three months ended 30 June 2020
was £458.3m. This was 11% lower than the
same period last year with June's performance
slightly better than April and May. This revenue
decline includes the known loss of the MOJ

fee, allowing them to make cash savings from
day one as well as improve the quality of their
lighting and reduce carbon emissions. elLight
procures, funds, installs and maintains the LED
lighting, meaning that customers have no risk.
The strategy is to develop eEnergy as a broader
energy services company and acquire other
businesses in the energy management sector.
The market in the EU for energy efficiency
services was approximately €25bn in 2017 and
this is expected to double by 2025.

On 6 August the company announced a major
agreement with a new project funding partner,
SUSI Partners AG. Under the agreement, SUSI,
via its Energy Efficiency Fund Il, has provided a
dedicated funding facility to eEnergy Group of
up to €15m. The terms of the Facility provide
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contract and the reduced scope of the NHS
Properties contract.

Average daily net debt, pre-IFRS 16, for the
three months ended 30 June 2020 was
significantly reduced, at £71m versus £240m
in the same period a year earlier. The receipt
of Rights Issue proceeds of £190m recently
also bolstered the balance sheet. Integration
plans for the acquisition of Interserve Facilities
Management have commenced and the
transaction is expected to close in the fourth
quarter of 2020. Overall, the company is
performing well given current circumstances
and the shares are a BUY FOR RECOVERY.

%

6.75p SPECULATIVE BUY

for SUSI to purchase the future receivables
arising from new Light-as-a-Service projects
in the Republic of Ireland across the education
sector, other public bodies and a range of
commercial sectors. This will cover new
projects installed for the next three years
or until the facility has been fully utilised,
whichever is earlier.

This is a very interesting business and one
which is addressing a market which is huge
relative to the company’s current size. Over
time profits should grow strongly and there
is plenty of room for the share price to grow.
However, there is plenty of work to do and no
guarantees of success yet. We rate the shares
as a SPECULATIVE BUY.
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Aggreko
SECTOR - SUPPORT SERVICES

The effect of the coronavirus pandemic has been more severe on
some companies than others and this can provide investors with the
opportunity to invest in quality companies at relatively low prices.
We believe that one such company could be Aggreko, the supplier
of temporary power equipment. The cancellation or postponement
of large events such as Glastonbury and the Tokyo Olympics, where
the group’s products would have been utilised, has clearly had a
detrimental impact on the company with profits for this year expected
to be much reduced as a result. However, there is more to the group
than this as it has other, more regular work, whilst the group will clearly
benefit when large events are once again deemed safe to proceed. We
believe that Aggreko is a quality company that will come through the
Covid-19 crisis in a strong position and that the fall in the share price
has presented an excellent buying opportunity.

Activities

Aggreko is the world leader in the provision of mobile modular power,
temperature control and energy services. The group provides power,
heating and cooling equipment and is focused on seven key industry
sectors: - petrochemical & refining, construction and building services,

oil & gas, utilities, events, mining and manufacturing. The group also
serves other smaller sectors although these are of less importance.

There is a range of equipment supplied by the group. It has the largest
fleet of diesel and gas power generators in the world and these are
used for emergency power, as a reliable back up or as a cost- effective
primary power source. Cooling equipment supplied includes cooling
towers, chillers, heat exchangers and industrial air conditioners whilst
other equipment includes humidifiers, industrial heaters, loadbanks and
energy battery storage. The group supports customers in 79 countries
from 190 sales and service centres around the world and has over 6,000
permanent and temporary employees.

The group operates through two divisions as follows:
Rental Solutions
This mainly operates in developed markets and customer requirements
in this business tend to revolve around smaller, short-term but often
complex projects and key events.
Power Solutions

This tends to operate in emerging markets for customers which
generally have longer-term power needs.

Financials

Earlier this month the company announced its interim results for the
six months to 30 June. These were not as bad as expected although
group revenue declined by 13% to £667m (2019: £768m) and adjusted
operating profit fell by 21% to £64m (2019: £81m). Adjusted pre-tax profit
also fell by 21% to £47m (2019: £60m) and adjusted diluted earnings per
share declined by 33% to 10.3p (2019: 15.3p). Rather surprisingly, the
group declared an interim dividend of 5p per share (2019: 9.38p) as most

analysts had not expected a payment as no final dividend was paid for
2019. Net debt at the end of the period had fallen to £499m (2019:
£784m) helped by strong cash flow during the period.

These results were obviously adversely affected by Covid-19 which has
resulted in lower demand for the group’s services whilst the lower oil
price has also had a negative impact. The latter impacted two of the
group’s key sectors, oil & gas and petrochemical & refining, whilst the
postponement of the Tokyo Olympic & Paralympic Games until 2021 has
also seen a significant loss of revenue.

A comprehensive balance sheet review has led to a non-cash exceptional
charge of £181m in the first half as the group has written down the
value of certain assets due to the Covid-19 pandemic, the lower oil
price and the consequent deterioration in the short to medium term
economic outlook.

Prospects

The interim results were better than expected and unlike most other
companies on the market, the directors have provided some guidance
for 2020 results. The gradual improvement in demand seen since May
has led to forecast adjusted pre-tax profits of between £80 and £100m
for the year, although we believe that a figure of £95m is achievable.
This would generate earnings per share of 20.4p and we forecast a total
dividend for the year of 15p.

Next year is likely to see further recovery although much of course
depends on the situation regarding Covid-19. If the world has returned
to some sort of normality by then, there is clear potential for both
revenues and profits to increase. The year will also see the benefit of the
delayed Olympic Games, assuming these are held, whilst there may also
be pent-up demand from the group’s more traditional business.

The fall in the share price over the last few months has been reversed
with some recovery seen since April. Nevertheless, the shares are still
down over 45% from their high earlier this year and on a modest p/e
ratio of just 9.6x for 2021 and dividend yield of 5.3% we believe they
are a BUY.

Pence Aggreko PLC or
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Year Ending Turnover Adjusted Pre-Tax Adjusted Earnings P/E Net Dividend  Net Yield
. 31 December (Ebn) Profit (Em) Per Share (p) Ratio (p) (%)
Share Price: 468p
Market Capitalisation: £1.18bn 2019 1.61 199 50.7 9.2 9.38 2.0
2019/20 Share Price Range: 868p/315p 2020 (est) 1.35 95 20.4 229 15.0 3.2
Website: www.aggreko.com 2021 (est) 1.62 192 48.8 9.6 25.0 5.3
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Aggressive Growth Portfolio VII

Itis pleasing to see that the portfolio has increased in value once again
over the last month, rising by 1.1% whilst both of the benchmark indices
have fallen in value.

The period has proved relatively quiet which is normal for the time of
year and the best performing shares have been UP Global Sourcing
and Vertu Motors which have risen by 25.3% and 15.1% respectively.
We have therefore taken advantage of the rise in the former to take
some profit and have sold 2,000 UP Global Sourcing at 93.6p. This has
raised net proceeds of £1,853 for a gain of £755 and has left a holding
of 5,000 shares. We have retained the holding of Vertu Motors as we
think the shares have further to run.

Following the rise in share prices we have increased the stop-loss limit
on three holdings with Premier Foods going to 75p (previously 38p),
UP Global Sourcing going to 80p (previously 44p) and Vertu Motors
motoring to 20p (previously 17.5p).

Companies in the portfolio that have made announcements
during the month are PPE Hotel Group, Vodafone, Premier Foods,
GlaxoSmithKline, Drax Group and Vertu Motors. These have all been
covered on the website.

Dividends have been received from Character Group (£24) and

Vodafone (£163) and after purchasing shares in the two companies
featured in thisissue there is £2,530 left on deposit pending investment.

Performance summary

25 August 2020 21 July 2020 Gain/(Loss) %
Portfolio Value £65,794 £65,075 1.1
FTSE 100 Share Index 6,037.01 6,269.73 8.7
FTSE All Share Index 3,367.92 3,468.85 (2.9)

Security Buying Price (p) Total Cost (£) Current Price (p) Value (£) Stop-Loss Limit (p)
1,200 Character Group 255 3,091 348 4,176 185
1,750 Sainsbury (J) 192 3,417 185.2 3,241 145
350 PPE Hotel Group 1240 4,405 1110 3,885 875
4,000 Vodafone 111.98 4,546 115.42 4,617 110
5,000 Premier Foods™ 46.6 2,365 88.2 4,410 75
5,000 UP Global Sourcing* 54.1 3,844 93.6 4,680 80
215 GlaxoSmithKline 1707 3,725 1517.8 3,263 1500
5,000 Alliance Pharma 739 3,732 722 3,610 57
1,650 Bloomsbury Publishing 223 3,734 209 3,449 185
1,000 Caretech 395 3,989 433 4,330 300
3,750 Premier Miton 107.5 4,071 91 3,412 75
1,650 Drax Group 232.8 3,898 277.8 4,584 175
18,000  Vertu Motors 22.5 4,090 25.9 4,662 17.5
1,400 DS Smith 282.8 4,019 268.3 3,756 240
800 Aggreko 468 3,800 468 3,744 400
2,350 Investec 146.6 3,496 146.6 3,445 120
£2,530 Cash - - 2,530
TOTAL £65,794

Start date: 2 January 2018 with £50,000. Cash includes dividends received of £4,029 *after profit taking.

INVP

Investec
LAYl SECTOR - BANKS

Investec retained a stake of 25% in Ninety One, formerly Investec
Wealth Management, upon its demerger in March 2020. It now focuses
on private, institutional and corporate clients, offering international
banking, investments and wealth management services in South
Africa and the UK, as well as certain other countries. The group was
established in 1974 and currently has approximately 8,700 employees.
In 2002 Investec implemented a dual listed company structure with
listings on the London and Johannesburg Stock Exchanges.

Results for the year ended 31 March 2020 were released in May. Looking
at continuing operations, total operating income before expected credit
loss impairment charges fell by 7.5% to £1,806.8m. Group adjusted
operating profit was £608.9m, 16.8% behind the prior year (2019:
£731.9m). Adjusted operating profit from continuing operations of
£419.2m was 24.1% behind the prior year (2019: £552.5m). The impact
on adjusted operating profit from Covid-19 was £105m.

Core loans and advances were broadly flat at £24.9bn, but up 9.2%
in neutral currency. Customer deposits increased 2.9% to £32.2bn
(31 March 2019: £31.3bn), up 12.6% in neutral currency. Funds under
management recorded net inflows of £599m. Total operating income
(before impairments) decreased 7.5% to £1,806.8m (2019: £1,953.8m).
The credit loss ratio increased to 0.52% (2019: 0.31%). Return on equity
was 11.0% (2019: 14.2%) and 8.3% on a continuing operations basis
(2019: 12.0%). A sound capital position was maintained with a common
equity tier 1 ratio of 10.7% for Investec plc (standardised approach) and
10.9% for Investec Limited (FIRB approach) as at 31 March 2020.

We believe that the current share price is too pessimistic, especially given
the level of net assets. The net asset value per share at 31 March 2020
was 414.3p (31 March 2019: 434.1p), and tangible net asset value per
share was 377.6p (31 March 2019: 386.0p). Net asset value was positively
impacted by profitability and the demerger but negatively impacted by
depreciation of the Rand. Since the financial year end the impact of
Covid-19 has been felt over a number of months and no final dividend
was declared for the last financial year. However, Investec should be well
positioned to outperform moving forwards, We rate the shares as a BUY.

Year Ending Turnover Adjusted Pre-Tax Adjusted Earnings P/E Net Dividend  Net Yield
31 March (Em) Profit (Em) Per Share (p) Ratio (p) (%)
Share Price: 146.6p 2018 1,903 581.6 53.2 28 240 16.4
Market Capitalisation: £1,031m
2019/20 Share Price Range: 401.47p/128.80p 0 LiEEe —— C] S 0 16.7
Website: www.investec.com 2020 1,807 277.5 17.5 8.4 11.0 7.5
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PPHE Hotel Group (PPH)

As subscribers will know, we update the
website with news that involves the companies
that we follow, but we have highlighted what
we regard as the most important news here.

Drax Group — 277.8p

The fourth largest energy generator in the UK
has released its interim results covering the
six months to 30 June and these have come
in much as expected. Adjusted EBITDA was
£179m (2019: £138m) and this reflects high
levels of renewable electricity generation,
the re-instatement of Capacity Market
payments and a strong performance in pellet
production. This has helped to offset the
impact of Covid-19 on customers’ business.
Although the company expects that full year
EBITDA will suffer a hit of around £60m from
the pandemic, the outcome for the year is
expected to be in line with expectations. Pre-
tax profits are forecast to be around £145m for
earnings per share of 30.7p putting the shares
on a p/e ratio of just 9.0x. The full year dividend
is expected to be 17.1p and, if paid, this would
put the shares on a yield of over 6.1%. Since
the announcement of the results, CEO Will
Gardiner has bought 54,772 shares at 272.5p
and CFO Andrew Skelton has purchased
60,902 shares at 272p. These purchases add
strength to our recommendation of BUY.

Vertu Motors — 25.9p

The fifth largest automotive retailer in the UK
issued a trading update at the AGM last week
and this was well-received by the market.
The company stated that it had generated an
adjusted profit before tax of £7.4m in July and
this follows on from the adjusted pre-tax loss
of £5.2m incurred in the March to June period.
Thus, the company has now made an adjusted
pre-tax profit of £2.2m in the financial year
to date. The profit in July was significantly

o

ahead of the result in 2019 and also ahead
of the original business plan. The large profit
appears to be the result of pent-up demand
from customers following the relaxation of
lockdown restrictions. It is expected that the
remaining furloughed employees will be back
to work by the end of August. The group is
in a much better position than anticipated
during lockdown and several acquisition
opportunities are currently being evaluated.
This is clearly good news for the company, and
we continue to rate the shares as a BUY.

Vodafone — 115.42p

The company has issued a trading statement
covering the three months to 30 June and
this has proved the resilience of the group
with total revenue for the quarter only down
by 14% over the previous year. Germany
was a particularly strong performer which
is relevant as it is the group’s largest market.
This is a clearly re-assuring statement and
the weakness in the share price following the
announcement is disappointing. The company
has also announced that it intends to float its
Vantage Towers business in early 2021 and has
therefore disclosed some financial information
relating to this and this has disappointed some
analysts as the business was not as profitable
as hoped. Vodafone has also revealed that
the IPO is likely to take place in Frankfurt as
opposed to London although as Germany is
the group’s largest market there is some logic
to this. We believe that the recent share price
fall has been overdone and the weakness
provides a buying opportunity. BUY.

PPHE Hotel Group — 1110p

A trading update covering the first half of
2020 has been provided by the international
hospitality real estate group, ahead of the

s

1110p BUY

interim results’announcement on 3 September.
Revenue fell by 60.2% from £1553m to
£61.9m, with occupancy falling from 76.8% to
34.7%. Trading in January and February was in
line with expectations, but from mid-March
there was significant disruption with properties
being either temporarily closed or operating at
significantly reduced capacity. Decisive action
was taken to preserve cash and reduce costs
and overheads. More recently, the group has
gradually been re-opening its hotels and as
at 28 July, 80% of the group’s portfolio was
open for business. As previously announced,
up to £180m of funding has been secured
for the completion of the construction of
art'otel london hoxton. On balance the
company appears to be coping with the
ongoing disruption very well and the shares
should recover strongly in the medium to long

term. BUY.
fe)

Keep up to
date with

all companies
we're watching

RETURN TO THE WEBSITE >

www.cityconfidential.co.uk n


http://www.cityconfidential.co.uk
http://www.cityconfidential.co.uk
https://www.cityconfidential.co.uk

"
o 1 ! ! iy
iy . i ™ g 0
yconfidential 1 rae 2020
. ; -t 'if: At T i
- L | Ll
- Farl
b RRIRERS L e %
. - iamar o . A P :’w’-, ] E';_
N i SEES T |
sl i ._—Iﬁl’/ | n g AT P fq#% - i = E & .
“er . ’ - e mpsr
3 & im ¥ ] !
.3 - o -
§ ar " - " Ege! ?
L. wam ==t g o
Ry A o . 85 mama ey
¥ - - - ' **.P- 5 e
» = . ﬁﬂ ‘g alF LAl
* 1 “ ! .
~m G LECE SR JNARE - . - ——
A S e W, b
; : L ) ¥ FEXHARIGIGRIGREMSNE 4 :
& g s 11 1] b = . R, ol R L L £ - ; . I:-
¥ N Ea ANaZAYRETAe = '-. Is. s
= oy P ‘ 2 . : % . My uw
|~, YR i y PR ALRERARRET AN S : . W e
: it §EN N ’ o UL il RETA LR Pkt o y ! -
' o -' L. et = TedGA S < T L -
venREeR L @ “ ) "?‘5 .v‘ﬂ' ﬂ g ot BLTLE LUt e - ol ¥-1 : L TR . -
o | - e " v
T ca ..,.ﬂ" ¥ ..' i i I:I e T L Lo T b Bt e h -
\ - | . e " ean: prama o Al 181, Ty
b How : v % "‘ R o (L LT . - : i o oww
po ¥ B Wt 1" o L T
" b WL ) - = s R . 1
Tl e O B EREesAy o
o w b 'y |- cawy winaenn TR eI o na
A B § w
e - AT * Vg & AP | . il !
: 5 1 B cp AW ¥
= ’ wt .+
% (L) :;...1 n- L '.'1 % Tl bkl S ]
P Ly EILE
. |4 ] ."}W L (| . IF" i = - \
, o "~ ot Y nea nr - o [ =y T itl" " Sa=F wiBE ‘-'"."" X
L o ) - . I S — sugwsnAll ¥
2 ."..ﬂ- ; e . " ———— L T " i~ T
r Al ™ L |
A ',I'If;r. II: ‘:'n-_‘ l--' ¥ . g ; - ——r w _‘P’h Pare
P "l"‘]ﬂ‘]i ¥ oy i F "__‘-I' r':.l:f & = "y el PR OL E " - . ) +
’ o) - . LM . LR — . ']
v g T T gl k1 et Sl " ‘
L " e ! # L - - 1
4 o ¥ _'.'i'! | b L B -
: f !

confidential

sorting the bulls from the bears

City

cityconfidential is published by Independent Financial Publications, which is authorised and
regulated by the Financial Conduct Authority. Independent Financial Publications has taken every
step to ensure the accuracy of the information contained in this publication but cannot accept
any liability for any errors or any loss arising from the use of this publication or its contents.
Independent Financial Publications or individuals associated with it may have a position or engage
in transactions in any of the securities mentioned. The price of investments and the income
derived from them can fall as well as rise and investments in smaller companies have a higher
risk factor. Past performance is not necessarily a guide to future performance. The investments in
this publication are not suitable for everyone. Before taking any action you should obtain expert
advice from your adviser.

VAT No: GB 607 1818 48
Independent Financial Publications, 1 Skipton Road, Ilkley, West Yorkshire, LS29 9EH

Designed and published by Westbrook Agency © 2020
www.westbrookagency.co.uk
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Thanks for reading

Next issue out
24th September
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