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Market View 

Equities are pointing higher this morning as investors react positively to the agreement by EU leaders on 

the long awaited fiscal compact. The pact, which is due to be formally signed in March, was agreed by 25 of 

the 27 member states and will require Governments to introduce laws on balanced budgets and impose 

near term automatic sanctions on countries that violate deficit rules. It is being seen as a victory for German 

Premier Angela Merkel. Agreement on the compact was welcomed by ECB President Mario Draghi last 

night who stated the compact “will strengthen confidence in the Euro area,” and describing it as “the first 

step toward the fiscal union.” The Taoiseach is believed to have secured a clause ensuring that a new 

treaty won’t need to be inserted in the constitution, however the passage of the compact which must be 

ratified by member states by 1st of January 2013 in order to access bailout funds that March, still remains 

uncertain as it is likely to be challenged in the Irish Supreme Court. Despite last night’s success for EU lead-

ers, further challenges are emerging in order to bring the debt crisis to an end. Portugal’s fiscal outlook 

continued to worsen as its 10-year yield hit 17.38% yesterday, its highest level since the country joined the 

Euro. While in Greece, a fresh confrontation is brewing over a second rescue package, with the Greek PM 

noting that “some difficulties” beset the debt-swap talks, alluding to the potential that reluctant European 

governments may have to commit additional funds. For the day ahead, investors are likely to focus on di-

gesting the fiscal compact with the main data points being  Eurozone unemployment figures out at 10.00 

(10.4% expected), Chicago PMI at 14.45 (63 expected) while US consumer confidence is out at 15.00 (68 

expected).  

Xstrata - Full year production demonstrates strong coal and nickel volumes 

Xstrata has this morning released its production report for the year ended 31 Dec 2011. The highlights in-

cluded record annual production at its Australian thermal coal operations and record production of mined 

nickel. On a divisional basis, production was broadly in line with expectations. Copper production fell 3% as 

the miner moved through what it called a “transition” period. Gold output also fell to 517,900 ounces versus 

525,800 a year earlier. Total coal output rose 7% while nickel production surged 15% to 105,925 tons driven 

mainly by the Raglan and Nikkelverk mines. On the whole the results will not shock the market ahead of 

Xstrata’s full year results which are scheduled for release next Tuesday. 

BSkyB - Buy               Previous Close 665.5p                                Target 870p 

BSkyB this morning issued a strong set of H112 results (year end June), reporting a 25% increase in EPS 

top 25.3p, ahead of consensus at 24.2p, from a 6% increase in revenue to £3.36bn, marginally behind ex-

pectations (£3.40bn). Adjusted operating profit of £601m (£586m expected) was not only a 16% improve-

ment on the same period last year, but also the highest ever reported. The company announced a 5% in-

crease in dividend to 9.2p, as expected, which is in addition to a £750m share buyback initiated on the 29 th 

of November. Over the reporting period, BSkyB grew total net product by 772,000 to 26.8m, added 100,000 

new households to reach 10.5m customers and experienced strong customer loyalty in tough economic 

conditions through its price freeze, which kept churn down to 9.6%. Looking forward, management gave no 

quantitative guidance for the full year only noting broad-based growth, investing in core areas and increas-

ing product penetration in an expected environment of “strong consumer headwinds”. The share price has 

been under pressure over the past two months on the possible loss of some English Premier Division 

screen rights, the cost and possibility of strong competition for those rights (Google TV said to be inter-

ested) and the launch of Netflix in the UK and Ireland. Although still a long term portfolio play, supported by 

a dividend yielding 3.8%, soccer rights uncertainty could see short-term weakness (tender documents for 

the 2013-16 rights go out in the coming months) and for those trading the stock, we would look to take profit 

on any results-driven strength. 

Smurfit Kappa - Buy  Previous Close €6.20                                Target €7.00 

Smurfit Kappa have announced that they will seek price increases of €100/tonne on testliner grades as of 

tomorrow and €60/tonne on Krafliner grades from the 1st of March. The announcement which follows similar 

moves by peers highlights how the pricing environment has improved in the industry. In addition, recent 

downtime announced by competitors should also be price supportive. Furthermore, the increased concen-

tration of market share among two producers (Smurfit Kappa and DS Smith c.40%) should also be positive 

for industry pricing in the long term. These developments should provide a positive backdrop to Smurfit 

Kappa’s Q411 numbers on the 8th of February where the company could announce debt refinancing, which 

would act as a further catalyst for the stock.  

 

 

 

 

 

 

 

 



Q312 numbers ahead of expectations ... 
Ryanair yesterday issued Q312 numbers ahead of market 
expectations and has upgraded FY12 (year end March) 
guidance. The company reported EPS of 1c versus market 
expectations of a loss of 1c per share, from a 13% increase 
in revenue to €844m. The net income beat (€30m) was a 
combination of greater revenue per passenger (€50.54 ver-
sus €49.10) and lower operating costs, in particular staff 
costs and airport handling charges, including reduced re-
quirement for de-icing. 
 
… and guidance raised by 9%, primarily on Q3 beat 
Management has raised FY12 net income guidance by 9% 
to €480m from €440m, however this only represents a 7% 
increase on consensus going into the results. With €30m 
already accounted for in the Q312 beat, fourth quarter num-
bers will remain little changed. We have moved our net in-
come up from €450m to €492m from revenue of €750m. 
The top line is based on 14.3m Q412 passengers (as 
guided) generating €52.45 per passenger, compared to 
Q411 where 15.0m passengers generated €46.77 per head. 
Total operating costs come in at €817m, in line with Q312. 
During the conference call, management stressed that the 
Q312 beat was a one-off and that operating conditions will 
be more challenging through Q412 into FY13. 
 
Use of cash critical 
Fiscal year to date, Ryanair has generated €401.7m in cash 
from operating activities (€198.4m in FY11) which funded 
Capex of €106m, an €85.1m share buyback programme 
and repayment of €176.3m in debt. Net debt fell from 
€708.8m at March 31, 2011 to €513.4m. Management has 
confirmed that it proposes to distribute a €500m special 
dividend by the end of FY13 and also that two share buy-
back programmes, each of €100m, could be initiated. At 
current prices this would represent 3.25% of outstanding 
shares and increase FY13 EPS by 2.5%. That said, with the 
share price at a four-year high, buybacks may not be the 
best way to generate shareholder value.  
 
Take profit on strength 
Despite management’s caution and reservations on guid-
ance, the stock ended up 0.9% on the day. Given that (i) 
the 7% upgrade on FY12 profit was confirmed as current 
and not conservative, given a range of cost headwinds; (ii) 
increased fuel costs will pose a significant cost challenge in 
FY13; (iii) double digit yield growth is only “hopeful”, not  a 
given; and (iii) the stock is trading at a considerable pre-
mium to peers (12.2x on revised guidance versus easyJet 
on 9.8x),we would use current share price strength to take 
profits, looking to re-enter at the €3.80 level (11x earnings). 
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On the glide path? Downgrading to Neutral 
 
 
 
 
 
 
 
 
 
 

Previous Close: €4.19                     Price Target: €4.20 

Ryanair - Q312 result comparator (€m)

Q311 Q312 Growth Q312 Diff

Dec-10 Dec-11 (%) Dec-11 (%)

A A F

Operating revenues

Scheduled revenues 579.2 667.4 15.2% 656.0 1.7%

Ancillary revenues 167.1 177.0 5.9% 164.0 7.9%

Total operating revenue 746.3 844.4 13.1% 820.0 3.0%

Operating expenses

Staff costs -89.3 -92.3 3.4% -100.0 7.7%

Depreciation -69.2 -76.2 10.1% -80.0 4.8%

Fuel and oil -283.7 -333.6 17.6% -330.0 -1.1%

Maintenance, materials & repairs -25.9 -27.7 6.9% -25.0 -10.8%

Aircraft rentals -24.4 -23.3 -4.5% -15.0 -55.3%

Route charges -95.2 -99.7 4.7% -110.0 9.4%

Airport & handling charges -114.4 -121.1 5.9% -120.0 -0.9%

Market, distribution & other -44.5 -41.1 -7.6% -44.0 6.6%

Total operating expenses -746.6 -815.0 9.2% -824.0 1.1%

Operating profit -0.3 29.4 n/m -4.0 n/m

Other income/exceptionals

Volcanic ash related costs 0

Foreign exchange (loss)/gain 3.8 1.8 n/m  

Loss on impairment of financial assets 0

Gain on disposal of property, plant, equip 0

Total other income 3.8 1.8 n/m 0.0 n/m

EBIT 3.5 31.2 791.4% -4.0 n/m

Interest

Finance income 7.8 12.0 53.8% 12.0 0.0%

Finance expense -24 -27.7 15.4% -25.0 10.8%

Net interest -16.2 -15.7 -3.1% -13.0 20.8%

PBT -12.7 15.5 -222.0% -17.0 n/m

Tax 2.4 -0.6 -125.0% 2.04 n/m

Attributable profit -10.3 14.9 -244.7% -15.0 n/m

Ordinary share no 1487.6 1477.4 1478.3

FD share no 1487.6 1480.1 1480.2

Basic earnings per share -0.69 1.01 n/m -1.01 n/m

FD earnings per share -0.69 1.01 n/m -1.01 n/m

Source: Company presentations and Dolmen estimates

Airline comparatives

Mkt Closing Price Fwd P/E PEG Fwd EV/ Net Forward Dividend

Cap Price Change EBITDA Debt DPS yield

YTD

EU LCCs

Ryanair 6132 4.19 15.4 12.9 0.9 7.3 274 0.00 0.0

Aer Lingus 452 0.85 34.5 10.8 n/a 5.8 -352 0.00 0.0

easyJet 1927 447 13.9 9.8 2.8 4.7 -24 0.10 0.0

Air Berlin 197 2.31 -7.5 n/a n/a 10.7 1253 0.00 0.0

Vueling 153 5.1 31.8 11.6 n/a n/a -193 0.00 0.0

EU flag carriers

IAG (BA and Iberia) 3301 178 20.7 25.9 0.3 5.0 751 0.00 0.0

Lufthansa 4829 10.545 14.8 19.4 2.0 2.8 2818 0.35 3.3

SAS 2977 9.05 13.1 177.5 n/a 4.4 4517 0.00 0.0

Air France / KLM 1453 4.84 21.8 n/a n/a 7.0 7748 0.02 0.4

Finnair 329 2.57 11.7 n/a n/a 6.3 261 0.02 0.6

Source: Bloomberg
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Regulatory Information 

Dolmen Securities Limited is regulated by the Central Bank of Ireland. Dolmen Securities Limited is a member firm of the London Stock Exchange. Dol-

men Stockbrokers is regulated by the Central Bank of Ireland. Dolmen Stockbrokers is a member firm of the Irish Stock Exchange and the London Stock 
Exchange. 

 

This report has been prepared by Dolmen Stockbrokers (‘Dolmen’) for information purposes in order to assist investors to make their own investment deci-
sions and is not intended to and does not constitute personal recommendations nor provide the sole basis for any evaluation of the securities discussed. Spe-

cifically the information contained in this report should not be taken as an offer or solicitation of investment advice or, encourage the purchase or sale of any 

particular security, option, future or other derivative investment. Not all recommendations are necessarily suitable for all investors and Dolmen recommend 
that specific advice should always be sought prior to investment, based on the particular circumstances of the investor. 

 

Although the information in this report has been obtained from sources, which Dolmen believes to be reliable and all reasonable efforts are made to present 
accurate information Dolmen give no warranty or guarantee as to, and do not accept responsibility for, the correctness, completeness, timeliness or accuracy 

of the information provided or its transmission. Nor shall Dolmen, or any of its employees, directors or agents, be liable to for any losses, damages, costs, 

claims, demands or expenses of any kind whatsoever, whether direct or indirect, suffered or incurred in consequence of any use of, or reliance upon, the 

information. Any person acting on the information contained in this report does so entirely at his or her own risk. 

 

All estimates, views and opinions included in this report constitute Dolmen’s judgment as of the date of the report but may be subject to change without 
notice. Changes to assumptions may have a material impact on any recommendations made herein. 

 

Unless specifically indicated to the contrary this report has not been disclosed to the covered issuer(s) in advance of publication. 
 

Past performance is not a reliable guide to future performance. The value of your investment may go down as well as up.  Investments denominated in for-

eign currencies are subject to fluctuations in exchange rates, which may have an adverse affect on the value of the investments, sale proceeds, and on divi-
dend or interest income. The income you get from your investment may go down as well as up. Figures quoted are estimates only; they are not a reliable 

guide to the future performance of this investment. Investors should be aware that forwarding looking statements and forecasts may not be realised. 
 

This report is the property of Dolmen and may not be reproduced (in whole or in part) altered, transmitted or made available to any other person without the 

prior written permission of Dolmen. 

 

Conflicts of Interest & Share Ownership Policy 

Unless specifically stated to the contrary in this report, Dolmen, its employees, directors or related companies, do not hold shares in the stocks covered in 
this report.  

 

It is noted that research analysts' compensation is impacted upon by overall firm profitability and accordingly may be affected to some extent by revenues 
arising other Dolmen business units including Corporate Finance, Fund Management and Stockbroking. Revenues in these business units may derive in part 

from the recommendations or views in this report. Notwithstanding, Dolmen is satisfied that the objectivity of views and recommendations contained in this 

report has not been compromised.  
 

Dolmen permits research analysts to own shares and/ or derivative positions in the companies they publish research, views and recommendations on. Ac-

cordingly analysts involved in the production of this report may have positions in any securities herein. Dolmen ensures that all staff dealing is undertaken in 
strict compliance with Dolmen’s internal staff dealing procedures. Therefore Dolmen is satisfied that the impartiality of research, views and recommenda-

tions remains assured. 

Our conflicts of interest management policy is available at the following link;  

http://www.dolmenstockbrokers.ie/regulation_mifld.shtml 

 

Analyst Certification 
Each research analyst responsible for the content of this report, in whole or in part, certifies that: (1) all of the views expressed accurately reflect his or her 

personal views about those securities or issuers; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific 

recommendations or views expressed by that research analyst in the research report. Ian Hunter, Brian Gallagher and John Mullane are responsible for the 
production of this report. Ian Hunter, Brian Gallagher and John Mullane are equity analysts. 

 

For US Persons Only 
This report is only provided in the US to major institutional investors as defined by s.15 a-6 of the Securities Exchange Act, 1934 as amended. A US recipi-

ent of this report shall not distribute or provide this report or any part thereof to any other person. 

Other important disclosures 
A description of Dolmen’s basis of valuation or any other methodology used to evaluate a financial instrument or issuer or to set a price target and the mean-

ing of any recommendation made such as buy, sell or hold is set out at: 

http://www.dolmenstockbrokers.ie/disclosures.shtml 
Prices quoted in this report, unless otherwise indicated, are as of close on the previous trading day.  

A summary of existing and prior price targets for each company under coverage is available at http://www.dolmenstockbrokers.ie/disclosures.shtml 
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