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Grafton Group FY23 guidance reiterated     
 

Grafton Group has released a solid trading update ahead of the publication of its H123 

results on August 31st. The performance in the first half was in line with expectations with 

the group growing revenues by 3.2% yoy to £1.19bn. On a like-for-like basis, sales were flat 

during the period (0.1%). Encouragingly, like-for-like momentum at a Group level ticked up 

in the second quarter to +0.8% versus -0.7% in the first quarter. Looking forward, the 

Group notes that market conditions remain challenging, and the business needs to continue 

to tightly manage its cost base given the volatile backdrop. Management notes that 

momentum continues in evaluating and engaging with potential acquisition targets. Not only 

does the Group's exceptionally strong balance sheet (net cash pre IFRS16 of £458m in FY22) 

offer flexibility from an M&A perspective but it underpins its ongoing buyback of £50m, 

announced in May, of which £22.8m was completed at the end of H1. While cognisant of the 

macroeconomic risks, the Group expects to deliver FY23 operating profit in line with market 

expectations.  

 

Divisional highlights:  

 

• UK distribution lfls declined in H1 (-2.3%) but trended better in Q2 (-0.9%) 

versus Q1 (-3.8%). The Group noted that Selco continued to experience 

“challenging trading conditions” in the residential RMI market with households 

reducing investment on discretionary projects. Lower volumes and sharp falls in 

timber / steel also led to a more competitive market backdrop during the period;  

 

• Ireland distribution experienced challenges as the housing RMI market and the 

construction of single homes segment weakened, with lfls declining by -4.5% in Q2, 

a worsening on the -0.5% in Q1.  

 

• The Netherlands continued to deliver a robust performance and experienced lfl 

growth of 3.7% in H1 (+2.6% Q2; +4.8% Q1) with the Group noting that volumes 

here were “broadly unchanged”;  

 

• Finland lfls were marginally negative during the period at -0.8% (-0.1% Q2; -1.6% 

Q1) with the Group noting softness in the Partner network driven by declines in 

both residential and non-residential markets;  

 

• Retailing was a standout performer during the period with lfls increasing 6.3%, as 

the Group experienced a particularly strong Q2 (+14.1% Q2; -4.0% Q1) given good 

levels of demand for seasonal products;  

 

• Manufacturing was the best performing division during the half, with lfl growth of 

10.9% (+9.9% Q2; 12.0% Q1). This was underpinned by CPI mortars experiencing 

resilient volumes as well as StairBox continuing to grow its volumes of bespoke 

staircases. 

 

In the context of downgrades coming for other names in the sector, the statement 

again highlights the quality of Grafton, the benefits of its geographical diversity 

and its ability to outperform in all market conditions. With the stock trading on less 

than 8x cash adjusted FY23 PE, we believe material downgrades were being 

discounted for FY23 which are not forthcoming. Risk reward is firmly in investors' 

favour. 

 

 

Home…  
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Hostelworld Group “Record H1 Trading”     
 

A very encouraging H1 Trading Update features; (i) Largest H1 on record, Net GMV +57% 

Y/Y, revenue +57% Y/Y, Net bookings +64% Y/Y; (ii) H1 Adj EBITDA transformed to €5.1m 

vs -€5.2m Y/Y; (iii) a global beating pulse with “strong performances” in Europe, Asia and 

Oceania; (iv) the balance sheet rocks with cash (30 June) €10.7m/net debt €16.2m; (v) 

KPIs: Direct marketing 51% of revenue, 60% Y/Y, Net Average Booking Value €15.15 -4% 

Y/Y, +2% on FY22 as “a greater proportion of Asian destination bookings, partially offset by 

continued bed price inflation”. 

 

Our view is positive: Hostelworld affords investors the opportunity to: (i) invest in a global 

growth end-market, (ii) a diaspora (18-35 years) that is one of the fastest growing travel 

demographics, (iii) a differentiated technology solution (social network) and (iv) a financial 

model which sports improving unit economics as it throws off free cash. Despite the strong 

TSR (+7.1% YTD vs sector-9.6%) Hostelworld has an attractive valuation (EV/EBITDA 

11/FCF yield 7%). Once again, the Great Getaway improves unit economics, profitability, 

cash flow and delivers upgrades. Guidance is unchanged but we move to the upper end of 

the range with FY Adj EBITDA €16.5m prior to €16.8m. Forecast updates (below) squeeze 

our Target price to 289p, prior 287p. Buy. 

See our detailed note: Record H1 Trading: “Look Momma, I can fly” 

 

 

Home…  

 
 

J D Wetherspoon FY23 guidance reiterated, FY24 outlook looks ahead of expectations    
 

JDW provided a pre-close trading update this morning in which it reported a continuation of 

its strong trading momentum into Q4 with LFL sales up 11.5% yoy in the quarter to date. 

LFL sales in the ytd are +12.9% yoy. In terms of the estate, the Group has sold, closed or 

surrendered 28 pubs, 15 of which were leasehold with the remaining 13 having another 

Weatherspoon pub nearby. The net cash inflow from these disposals was £6.5m. 22 pubs 

remain on the market. 

 

Net debt currently sits at £688m, slightly lower than our £709m forecast. With regards to the 

outlook, the company expects profits for FY23 to be in-line with market expectations (GBY 

and consensus is c.£39m). For FY24, it expects an improved performance yoy given the 

continued improvement in sales and a slightly reduced expectation for cost increases which 

should lead to a H1’24 outcome in-line with the outcome delivered in H1’23. 

 

Overall, this is an encouraging update from JDW with continued strong trading momentum, 

as expected, leading the Group to reiterate FY23 guidance. We also note the positive outlook 

for FY24 implies upside to our current forecast for £60m. Given the recent pull-back in the 

stock (-15% since 15 May), this update will likely be well received by the market though we 

note the macro backdrop in the UK remains uncertain. 
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Bytes Technology AGM Trading Statement - Strong underlying demand and market share gains     
 

Bytes Technology has this morning released a brief trading update ahead of its AGM later 

today. It notes that trading has continued strongly with “resilient demand and pleasing win-

rates across both the corporate and public sectors”. Gross profit and adjusted operating 

profit growth are both comfortably in the double digits (GBY: +19% Y/Y), and GII growth is 

significantly ahead of these (GBY: +17% Y/Y) owing to a high volume of lower gross margin 

software wins. 

 

Overall, this is another strong statement from Bytes, again pointing to resilient 

demand across both the public and corporate end of the market and noting 

continued momentum despite macro headwind as BYIT continues to gain market 

share. The growth in GII in the first four months looks stronger than overall gross 

margin given the lower margin, higher volume contracts but at this early stage (4 

months into financial year), we are maintaining our gross margin growth forecasts 

for FY24. 

 

Home…  

 
 

Economic View Capital fund to sit alongside new sovereign wealth fund   
 

Minister Michael McGrath has problems that many Finance Ministers are envious of currently. 

With a series of large surpluses expected out to 2026, the Minister must make important 

decisions on what to do with the expected windfalls in the context of competing demands for 

resources, the vulnerability and volatility of tax receipts and an economy that is at full 

capacity.  

 

Back in April, the Minister put forward the suggestion of a new sovereign wealth fund for 

Ireland to house the accumulating assets, while several suggestions were put forward as to 

what this fund may be used for. At the Department of Finance annual policy conference 

yesterday, the Minister laid out a new suggestion for the fund – a countercyclical public 

investment fund. Recognising the large infrastructural needs of the country over the coming 

years, but also the historical volatility of capital spending in Ireland, the fund would act as a 

stabilising influence on this important spending line. In effect, this strategy was already 

flagged for the next three years through the announcement of an increase in “non-core” 

expenditure of €2.25bn in the recent Summer Economic Statement. Although the details 

have yet to be worked out, this new fund will formalise this process.  

 

Although there has been some criticism by IFAC of the scale of spending increases 

planned for next year in the context of an economy at full capacity, the introduction 

of these new funds is a welcome addition, reducing some of the pro-cyclicality that 

has often been a feature of Irish fiscal policy in recent economic history. The devil 

will be in the detail of course in terms the scale of the fund and its uses.   

 
Dermot O’Leary 
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Issuer & Analyst Disclosures 
 
 

 

 

 

 

Analyst Certification 

The named Research Analyst certifies that: (1) All of the views expressed in this research report accurately reflect my personal views about 

any and all of the subject securities and issuers. (2) No part of my remuneration was, is, or will be, directly or indirectly, related to the 

specific recommendations or views expressed by me in this report.  

 

Regulatory Information 

Goodbody Stockbrokers UC, trading as Goodbody, is regulated by the Central Bank of Ireland. In the UK, Goodbody is also subject to 

regulation by the Financial Conduct Authority. Goodbody is a member of Euronext Dublin and the London Stock Exchange. Goodbody is a 

member of the group of companies headed by AIB Group plc. This publication has been approved by Goodbody. The information has been 

taken from sources we believe to be reliable, we do not guarantee their accuracy or completeness and any such information may be 

incomplete or condensed. All opinions and estimates constitute best judgement at the time of publication and are subject to change without 

notice. The information, tools and material presented in this document 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 to buy or subscribe for securities.  

 

Conflicts of Interest 

Goodbody has procedures and policies in place to identify and manage any potential conflicts of interest that arise in connection with its 

research business. Goodbody analysts and other staff who are involved in the preparation and dissemination of research operate and have a 

management reporting line that is independent to its business. Information barriers are in place between the Corporate Finance arm and the 

Research arm to ensure that any confidential and or price sensitive information is handled in an appropriate manner. 

  

Our Investment Research Conflicts of Interest Policy is available at Conflicts of Interest 

 

Investors should be aware, that, where appropriate, research may be disclosed to the issuer(s) in advance of publication, in order to correct 

factual inaccuracies only and not to materially amend the research in any way.  Goodbody is satisfied that it has operational procedures in 

place, which ensure that such disclosures will not compromise the report’s objectivity. 

 

Goodbody has provided investment banking services to AIB Group, Cairn Homes, CRH, Datalex, FBD Holdings, FD Technologies, Grafton 

Group, Greencore, Hammerson, Harworth, HealthBeacon, Hibernia REIT, Hostelworld, ICG, Kingspan, Lunglife AI, Origin Enterprises, Molten 

Ventures, Permanent TSB, Playtech, Rank Group, Ryanair and WANdisco in the past 12 months. 

Goodbody Stockbrokers acts as corporate broker to AIB Group, Cairn Homes, CRH, Datalex, FD Technologies, Grafton Group, Greencore, 

HealthBeacon, Hostelworld Group, ICG, Kingspan, LungLife AI, Molten Ventures, Origin Enterprises, Playtech, Rank Group, and Ryanair 

The list of companies for which Goodbody acts as market maker and on which it provides research, is available at Regulatory Disclosures 
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Other disclosures 

 

A description of this company is available at Company Descriptions 
 
All prices used in this report are as at close of business of the previous working day unless otherwise indicated. 
 
A summary of our standard valuation methods are available at Valuation Methodologies 
 
A summary of share price recommendations and whether material investment banking services have been provided to these companies is 
available at Regulatory Disclosures 
 
Other important disclosures are available at Regulatory Disclosures 
 
Goodbody updates its recommendations on a regular basis. A breakdown of all recommendations provided by Goodbody is available at 
Regulatory Disclosures Where Goodbody has provided investment banking services to an issuer, details of the proportion of buys, holds and 
sells attributed to that issuer will also be included. This is updated on a quarterly basis. 
 
 
The date on which stock recommendations were first released for all stocks mentioned in this report are available at 
https://www.goodbody.ie/assets/Reg_Disclosures.pdf. If a different recommendation has been made in the previous twelve months, this will 
also be disclosed here. 
 
 
Recommendation Definitions 
Goodbody uses the terms “Buy”, “Sell” and “Hold. The term “Buy” means that the analyst expects the security to appreciate in excess of 10% 
over a twelve month period. The term “Sell” means that the security is expected to decline in excess of 10% over the next twelve months. 
The term “Hold” means that the analyst expects the security to neither appreciate more than 10%, or depreciate more than 10% over the 
next twelve months. 
 
On 26th November, 2012, the terms “Add” and “Reduce” were removed from the Recommendation Definitions and both were replaced with 
the “Hold” recommendation. Any Previous Recommendation that refers to either an “Add” means that the analyst expected the security to 
appreciate by up to 15% over a twelve month period. Any Previous Recommendation to “Reduce” means that the analyst expected the 
security to decline by up to 15% over the next twelve months. 
 
In the event that a stock is delisted the firm will automatically cease coverage.  If however the firm ceases to cover a stock for any other 
reason the firm will disclose this fact. 
 
Distribution of research to clients of Goodbody Securities Inc (GSI) in the US 
 
GSI distributes third-party research produced by its affiliate, Goodbody 
GSI is a member of FINRA and SIPC 
GSI does not act as a market-maker. 

 
This information was current as of the last business day of the month preceding the date of the report. 
An affiliate of GSI may have acted, in the past 12 months, as lead manager/co-lead manager of a publicly disclosed offer of the securities in 
this company. Investors should be aware that an affiliate of GSI may have provided investment banking or non-investment-banking services 
to, and received compensation from this company in the past 12 months or may provide such services in the next three months. The term 
investment banking services includes acting as broker as well as the provision of corporate finance services, such as underwriting and 
managing or advising on a public offer. All transactions by US persons involving securities of companies discussed in this report are to be 
effected through GSI. 
 
Disclaimer 
While all reasonable care has been taken in the production and dissemination of this report it is not to be relied upon in substitution for the 
exercise of independent judgement.  Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that 
any investment or strategy is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to 
you. 
 
Private customers having access, should not act upon it in anyway but should consult with their independent professional advisors.   The 
price, value and income of certain investments may rise or may be subject to sudden and large falls in value. You may not recover the total 
amount originally invested. Past performance should not be taken as an indication or guarantee of future performance; neither should 
simulated performance. The value of securities may be subject to exchange rate fluctuation that may have a positive or adverse effect on the 
price or income of such securities. 
 
All material presented in this report, unless specifically indicated otherwise is copyright to Goodbody.  None of the material, nor its content, 
nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written 
permission of Goodbody.  
 

 

 

Goodbody, Ballsbridge Park, Ballsbridge, Dublin 4, Ireland 
T     (+353 1) 6670400 W     www.goodbody.ie  E     research@goodbody.ie 
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