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Price Price relative

Rating HOLD 

Target price (€) 62.00 

Current price (€) 58.29 

Market cap (€) 15.1bn 

52-wk range (€) 35.89-60.89 

 

Year-end June (€m) 2009A 2010E 2011E 

Revenue 7,203 6,985 7,535 
EBITDA 2,003 1,919 2,095 
EBITA 1,846 1,766 1,931 
PBT 1,227 1,277 1,464 
Net profit 1,002 979 1,121 
   

Net (debt)/cash (10,927) (10,326) (9,847) 
Net assets/(def) 7,615 8,381 9,190 
   

Dil EPS (€) 4.24 3.70 4.23 
DPS (€) 1.32 1.32 1.40 
FCF (€) 4.40 3.30 3.20 
   

P/E (x) 13.7 15.7 13.7 
EV/EBITDA (x) 12.4 13.6 12.2 
   

Net debt:EBITDA (x) 5.45 5.38 4.70 
Interest cover (x) 3.0 3.6 3.5 
ROIC (%) 8.9 7.0 7.4 

 

SOLID ORGANIC PERFORMANCE 
UNDERMINED BY CURRENCY HEADWIND  

We cut our F10 EBITA by €100m (€60m of incremental currency 
hit, €40m trading) and we cut our TP from €63 to €62. This still 
provides some upside but not enough to chase the stock at these 
levels, in our view. The currency headwind has decoupled 
Pernod’s organic performance from its reported performance and 
this will remain the case for another six months. For now, we 
prefer Diageo, which enjoys a currency tailwind compared with 
Pernod’s currency headwind.  

• No clear winner: In terms of organic growth, Pernod clearly beat Diageo's 
performance on margins, but not on sales or EPS:  

• Pernod's organic sales were down 3% (including positive price/mix) versus 
Diageo down 2% (with flat price/mix). It's impressive to have positive price/mix 
in a recession, but Diageo's sales decline was still more modest than Pernod's.  

• However, Pernod's margin performance was far stronger than Diageo’s: 
Pernod’s organic EBITA was flat (with AMP down 30bp), compared with 
Diageo’s organic EBITA down 3% (with AMP down 60bp). Had Diageo limited 
its AMP cut to 30bp (with no positive impact on sales), it would have reported 
EBITA £15m lower (i.e. a 4% organic decline, rather than the 3% recorded). 

• At EPS level Pernod's performance is less rosy: EPS down 15% (down 5% in 
level currency) versus Diageo's EPS down 10% (down 2% in level currency). 
In summary, the performance of the two companies varies but it is difficult to 
suggest that Pernod has outperformed Diageo, or vice versa. 

• EPS forecast cut 7%: We are cutting our Pernod EBITA forecast by €100m (a 
5.5% cut), comprising a €60m hit from currency and €40m from trading. The 
€60m currency hit is at the bearish end of Pernod's guidance range, but as the 
H1 hit was far worse than we had anticipated, this seems wise to us. The 
number of shares in issue was also greater than we had expected so we cut 
our EPS by 7.3% from €3.99 to €3.70.  

• We remain Holders: In a reassuring conference call, Pernod majored on 
themes that naturally appeal to the market: AMP will rebuild in H2 (although 
note that Diageo said the same thing last week); pricing is firm; and it 
continues to see strong growth in China and India. In most respects the story 
is similar to Diageo’s: the worst news is now in the past. But unlike Diageo, it 
still faces a currency headwind (compared with a tailwind for Diageo). Given 
relative valuations (Diageo cal 10 P/E 13.7x, EV/EBITDA 10.6x; Pernod cal 10 
P/E 14.6x, EV/EBITDA 13.0x), we remain strong buyers of Diageo and holders 
of Pernod until the currency headwind has passed and reported performance 
recouples with organic growth.   
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Figure 1: Pernod Ricard P&L forecast 

   2009A 2010E  2011E 2012E
Year-end June   52 wks 52 wks  52 wks 52 wks
 H1A H2E IFRS ±% H1E ±% H2E IFRS ±% IFRS ±% IFRS ±%

Sales breakdown      

France 404 331 735 3.5% 397 -1.7% 347 744 1.1% 752 1.2% 786 4.4%

Europe excl. France 1,497 920 2,417 11.4% 1,247 -16.7% 1,070 2,317 -4.1% 2,417 4.3% 2,521 4.3%

Rest of World 1,130 893 2,023 0.8% 1,145 1.3% 848 1,993 -1.5% 2,302 15.5% 2,485 7.9%

Americas 1,181 846 2,027 19.3% 1,000 -15.3% 931 1,931 -4.8% 2,064 6.9% 2,184 5.8%

Total turnover 4,212 2,991 7,203 9.3% 3,789 -10.0% 3,196 6,985 -3.0% 7,535 7.9% 7,976 5.9%
      

EBITA      

France 111 67 178 19.7% 116 4.7% 69 185 3.5% 189 2.2% 200 5.6%

Europe excl. France 411 126 537 1.3% 338 -17.7% 198 536 -0.2% 598 11.6% 636 6.4%

Rest of World 288 207 495 17.4% 305 6.0% 162 467 -5.7% 526 12.6% 578 9.8%

Americas 387 249 636 51.0% 302 -21.9% 276 578 -9.0% 618 6.8% 662 7.2%

Total Wines and Spirits 1,196 649 1,846 21.3% 1,062 -11.2% 705 1,766 -4.3% 1,931 9.3% 2,076 7.5%
      

INCOME STATEMENT      

Sales 4,212 2,991 7,203 9.3% 3,789 -10.0% 3,196 6,985 -3.0% 7,535 7.9% 7,976 5.9%

Cost of goods sold (1,709) (1286) (2,995) 6% (1,526) (1308) (2,834) -5% (3,020) 7% (3,157) 5%

Gross profit 2,503 1,705 4,208 11.7% 2,263 -9.6% 1,887 4,150 -1.4% 4,515 8.8% 4,819 6.7%

Gross margin on total sales 59.4% 57.0% 58.4% 59.7% 59.1% 59.4%  59.9% 60.4%

Operating costs (1,229) (977) (2,205) 6.4% (1,125) (1107) (2,232) 1.2% (2,420) 8.4% (2,570) 6.2%

EBITDA 1,275 729 2,003 18.2% 1,138 -10.7% 781 1,919 -4.2% 2,095 9.2% 2,249 7.4%

EBITDA margin 30.3% 24.4% 27.8% 30.0% 24.4% 27.5%  27.8% 28.2%
      

Depreciation (79) (79) (157) -9.0% (76) (76) (152) -3.0% (164) 7.9% (174) 5.9%

EBITA 1,196 650 1,846 21.3% 1,062 -11.2% 705 1,766 -4.3% 1,931 9.3% 2,076 7.5%

EBITA margin 28.4% 21.7% 25.6% 28.0% 22.0% 25.3%  25.6% 26.0%
      

Interest paid net (339) (280) (619) (246) (243) (489)  (467) (446)
      

Normalised pre-tax profit 857 370 1,227 3.2% 816 -4.8% 461 1,277 4.1% 1,464 14.6% 1,629 11.3%

Exceptionals (179) 18 (161) (75) 0 (75)  0 0 

Pre-tax profit 678 388 1,066 -2.4% 741 9.3% 461 1,202 12.7% 1,464 21.8% 1,629 11.3%
      

Tax (60) (48) (108) (126) (118) (244)  (297) (330)

Underlying tax charge (169) (35) (204) (157) (118) (275)  (315) (350)
      

Tax rate 8.8% 12.4% 10.1% 17.0% 25.5% 20.3%  20.3% 20.3%

Underlying tax rate 19.7% 9.5% 16.6% 19.2% 25.5% 21.5%  21.5% 21.5%

Associates/asset for disposal (3)  0 0 0  0 0 

Minorities 11 (32) (21) -27.6% (10) (13) (24) 12.7% (29) 21.8% (32) 11.3%

Attrib. earnings (net) 626 312 937 11.7% 604 -3.4% 330 935 -0.3% 1,139 21.8% 1,267 11.3%

Normalised earnings 696 307 1,002 11.7% 648 -6.8% 330 979 -2.3% 1,121 14.5% 1,247 11.3%

Dividends  (301) (301) (323) (323)  (370) (411)

Transfer to reserves 626 11 636 604 (0) 7 612  769 856 
      

PER SHARE DATA      

Net div. per share (€)   1.32 1.32 0.0% 1.40 6.2% 1.56 11.3%

Basic weighted avg shares (m) 237.616  234.871 263.874 263.874  263.874 263.874 

Headline EPS - basic 2.60 1.39 3.99 1.8% 2.30 -11.5% 1.24 3.54 -11.3% 4.32 22.0% 4.80 11.1%

Normalised EPS - basic 2.90 1.37 4.27 1.9% 2.50 -13.8% 1.21 3.71 -13.1% 4.25 14.6% 4.73 11.3%
      

Fully diluted shares (m) 237.963  236.491 264.669 264.669  264.669 264.669 

Headline EPS - fully diluted 2.63 1.33 3.96 2.6% 2.28 -13.3% 1.25 3.53 -10.9% 4.30 21.8% 4.79 11.4%

Normalised EPS - fully 
diluted 

2.92 1.32 4.24 2.7% 2.45 -16.1% 1.25 3.70 -12.7% 4.23 14.3% 4.71 11.3%

 

Source: Company data, Matrix Corporate Capital estimates 
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IMPORTANT DISCLOSURES 

General Disclosures 

MCC is committed to publishing accurate but non-independent research reports. MCC may provide 

financial advice to, and undertake corporate finance and other transactions on behalf of, companies 

on which it publishes research. Therefore, research reports published by MCC have not been 

prepared in accordance with legal requirements designed to promote the independence of 

investment research; nor is MCC subject to any prohibition on dealing ahead of the dissemination of 

investment research. Accordingly, this research report should be treated as a marketing 

communication. 

This report was first released on 19 February 2010. 

Unless otherwise noted, the securities prices noted in this report were market prices on 18 February 

2010. 

We seek to update our research as appropriate, but various regulations may prevent us from doing 

so. Our reports are published at irregular intervals as appropriate in the analyst's judgement. 

MCC's price targets are based on several methodologies, which may include, but are not restricted 

to, analyses of market risk, growth rate, revenue stream, discounted cash flow, EBITDA, EPS, cash 

flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF, premium (discount)/average 

group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, 

dividend returns, and return on equity over the next 12 months. 

This report has been prepared by the individual(s) whose name(s) appear(s) on the front cover. 

Unless it has been otherwise specified, the preparers are employed by MCC as research analysts. 

Research analysts are paid in part based on the profitability of MCC, which includes remuneration 

received from investment banking transactions. 

Specific Disclosures 

Company Disclosure 

Diageo None 

Pernod Ricard (RI) None 

 

1. Matrix Corporate Capital acts as broker 

2. Matrix Corporate Capital acts as NOMAD 

3. Matrix Corporate Capital acts as market maker 

MCC, its partners, employees and any affiliated undertaking may have a position or holding in any of 

the securities mentioned in this report or in a related instrument. 

Disclaimer 

This report is issued by Matrix Corporate Capital LLP ("MCC") which is authorised and regulated in 

the United Kingdom by the Financial Services Authority (FSA) and is a member of the London Stock 

Exchange. 

This report is not directed to, or intended for distribution to, or use by, any person or entity who is a 

citizen or resident of, or located in any locality, state, country or other jurisdiction where such 

distribution, publication, availability or use would be contrary to law or regulation or which would 

subject MCC to any registration or licensing requirement within such jurisdiction.  
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This report is for the use of the addressees only and is intended for use only by a person or entity 

that qualifies as an authorised person or exempt person within the meaning of section 19 of the 

Financial Services and Markets Act 2000 (the "Act") or qualifies as a person to whom the financial 

promotion restrictions imposed by the Act do not apply by virtue of the Financial Services and 

Markets Act 2000 (Financial Promotion) Order 2005, or is a person classified as an "professional 

client" for the purposes of the Conduct of Business Sourcebook of the FSA. Consequently, this 

report is intended for use only by high net worth entities or by persons having professional 

experience in matters relating to investments. This report is not intended for use by other persons, in 

particular, "retail clients" as defined by the rules of the FSA. Any such person who receives this 

report should not act upon the contents of this report.  

The information and materials presented in this report have been obtained or derived from sources 

believed by MCC to be reliable. Such information and materials have not been independently verified 

and MCC makes no representation as to their accuracy or completeness. Neither MCC, nor any of 

its directors or employees accepts liability for any loss arising from the use of material presented in 

this report. 

Any forecasts or target prices shown for companies or securities noted in this report may not be 

achieved due to multiple risk factors including, without limitation, market volatility, sector volatility, 

corporate actions, the unavailability of complete and accurate information or assumptions made by 

MCC or other sources relied on in the report subsequently transpiring to be inapposite. 

The information and materials presented in this report are provided to you for information purposes 

only and are not to be used or considered as an offer, or the solicitation of an offer, to sell or buy or 

subscribe for securities or other financial instruments. This report was prepared for general 

circulation and does not give investment advice or personal recommendations specific to individual 

investors. As such, the companies and securities discussed in this report may not be suitable for all 

investors who must make their own investment decisions based on their specific investment 

objectives and financial situation utilising their own financial advisors as they deem necessary. MCC 

will not treat recipients of this report as clients by virtue of their receiving it. 

Past performance should not be taken as an indication or guarantee of future performance, and no 

representation or warranty, express or implied, is made regarding future performance. Information, 

opinions and estimates contained in this report reflect the preparer's best judgement at the date of 

publication and are subject to change without notice. The price, value of, and income from any of the 

securities or financial instruments mentioned in this report can fall as well as rise. You may not get 

back as much as you invest. Fluctuations in exchange rates could have adverse effects on the value 

or price of, or income derived from, certain investments. 

None of the material presented in this report, nor its content, nor any copy of it, may be altered in 

any way, transmitted, copied or distributed to, any other party, without the express prior written 

permission of MCC.  

 



 

Matrix Corporate Capital LLP 

One Vine Street 

London, W1J 0AH 

+44 (0) 20 3206 7000 
 

 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


