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An effective vaccine for Covid-19 is good news,  
but I remain cautious

Shift to value stocks may be short-lived
It has been an eventful week. The outcome of the US  
election is known, but its implications for investors  
and stock markets have been swept aside by the  
announcement this week that Pfizer has a Covid-19  
vaccine that is 90 per cent effective.

The stock market liked this news, but it was better for 
some shares than for others. Tech stocks and those that 
were seen to benefit from a stay at home economy sold 
off, while shares in sectors that have been battered went 
through the roof. 

Some of this will be relief that there may be light at the 
end of the tunnel, but this was undoubtedly geared by 
short-sellers hastily covering their positions and buying 
back shares.

A vaccine is positive news, but I am cautious on it at the 
moment. No one really knows if it is safe yet and plenty  
of people won’t take it out of fear. No one also knows 
whether the vaccine will protect against what the virus 
may look like in the future.

There is also the inconvenient truth that vaccinating 
millions of people will take a long time. Matt Hancock, 
the health secretary, told Parliament that the government 
hoped to vaccinate one million people per week. It’s going 
to take a lot of time to get vulnerable people safe if the 
vaccine works.

The news also reignited the debate on the valuation 
of quality growth stocks. People pointed to the spike in 
US treasury yields and said this would reduce the value 
of growth stocks where most of their  value is based on 
future growth rather than current profits. This is true, but 
I don’t see a yield of 0.9 per cent as troublesome. If we get 
back to the 3.2 per cent of two years ago then that would 
be a different matter.

I do not subscribe to the view that the central banks can 
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keep a lid on interest rates forever. By printing money to 
mop up ever increasing government borrowing, there  
remains the risk that they will seriously damage the  
issuing currency in doing so. They would then have to 
raise interest rates to defend the currency, and asset  
prices would not like that.

As long as money stays cheap and inflation is muted, 
the valuation of many quality growth shares can stay 
expensive. However, they have had such a good run that 
some period of underperformance is arguably long  
overdue.

That said, business quality is one of the key things 
investors can control when they are putting their money 
to work. High-quality, robust businesses are less risky and 
business risk is a key determinant of profit and cash flow 
resilience – and therefore share price performance – over 
the long run. They are the best way to sleep well at night 
and avoid losses that are hard to recover from.

Cheap shares are often cheap because the business 
behind them has problems and is of inferior quality. They 
can be undervalued and give opportunities for short-term 
trading gains, but are rarely the kind of shares that can 
compound in value over many years.

Just as the 2008 recession exposed the weakness and 
lack of resilience in many companies’ business models, 
Covid-19 has done the same. This is a valuable learning 
time for investors and they will do well to remember what 
they have seen this year. 

We may see a rally in so-called value stocks, but  
this may prove to be a good time to pick up quality  
businesses at a cheaper price. I added Domino’s Pizza 
Inc (NYSE:DPZ) to the Fantasy Sipp (selling out of James 
Halstead to fund it) on Monday afternoon at $374 a share 
($390 at the time of writing); as I said last week it was my 
intention to move the portfolio further away from  
UK-listed shares.

The other big news event was Thursday’s UK GDP  
figures. Simon French, chief economist at Panmure  
Gordon (@shjfrench on Twitter), posted a chart (see  
image on page 2) on Twitter shortly after the news  
release and it reinforced my view as to why I dislike  
the UK economy so much and how fragile it is relative  
to others.
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Despite the third-quarter bounce of 15 per cent, UK GDP 
is still around 9 per cent smaller than it was at the end of 
2019, other major economies have fared a lot better. My 
view is that this is the case because they have more dy-
namic, productive economies rather than relying on debt-
fuelled consumer spending and the perceived alchemy of 
rising house prices which is unsustainable  
and does a lot more harm (by raising the cost of living  
for buyers and the economy as a whole) than good. 

Despite the fact that there has been a rally in sterling, I 
generally continue to prefer foreign shares and the shares 
of UK companies with limited exposure to the UK  
consumer.

Source:@shjfrench on Twitter

Fantasy Sipp & UK Quality shares performance
                    Portfolio total returns (%)  
 1 month Year to date 1 year 2 years 3 years

Scottish Mortgage Investment Trust -0.3 76.7 98.1 112.0 128.0

LF Blue Whale Growth Fund -2.7 23.2 27.5 48.8 67.7

Martin Currie Global Portfolio Trust 4.7 22.2 26.8 52.0 56.6

Smithson Investment Trust 0.8 21.6 29.3 46.3 

Mid Wynd International Inv Truss 4.3 17.5 23.0 47.3 49.7

Fundsmith Equity T Acc -0.3 15.4 18.8 36.2 49.4

Vanguard S&P 500 ETF 1.2 12.0 14.5 30.1 44.9

Phil Oakley Fantasy Sipp -1.8 8.3 15.0 40.5 47.3
Lindsell Train Global Funds 0.1 5.9 7.8 23.5 43.8

Finsbury Growth & Income Trust 1.4 -2.5 -0.3 16.4 21.7

Castlefield CFP SDL UK Buffettology 2.0 -2.9 3.5 14.8 28.3

Phil Oakley UK Quality Shares -0.5 -4.3 – – –
Vanguard FTSE 250 UCITS ETF 6.6 -11.8 -4.7 4.5 2.4

FTSE All-Share - Total Return 5.8 -12.8 -9.1 -1.7 -2.4

Vanguard FTSE 100 ETF 5.6 -13.9 -10.8 -3.5 -3.5
Source: SharePad
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Games Workshop
I’ve written recently about how I think that the profit  
momentum at Games Workshop (GAW) can keep  
pushing its share price higher over the next few years. 
Therefore I was not really surprised when the company 
released another bullish trading update last Friday  
afternoon.

It didn’t say much, but shareholders would have been 
happy that the company had said enough. Pre-tax profits  
for the half year to November 2020 are expected to be not 
less than £80m, compared with £58.6m for the same period 
last year. This is better than the board’s expectations and,  
of course, started chatter amongst shareholders on Twitter 
as to how much money the company might make for the 
full-year ending in May 2021. More on this shortly.

This is a business where lots of things are going right. 
I have started to check out warhammer-community.com 
on a regular basis and have subscribed to email updates. 
There’s so much going on with lots of fresh Warhammer 
products being released. If you then seek out some  
internet gaming shops you can then find out that some 
of these limited edition product releases have sold out, 
which raises the likelihood that Games Workshop will 
make more of them.

All this is bullish for revenues and profits. If we look at 
the trading statement again, not less than £80m implies 
profits of not less than £32m for the second quarter,  
compared with £29m in the second quarter last year. 
It shows that the £48m of profit (£45m if royalties are 
excluded) in the first quarter was truly exceptional and 
shows the high level of pent-up demand from the last 
quarter of 2020 when Games Workshop’s factory and high 
street shops were shut for around six weeks.

So how much profit will Games Workshop make this 
year? Well, most people rightly think that half-year profits 
will be more than £80m, and I do as well. But if we take 
that as a base then assume that the current quarterly 
profit of £32m is maintained, we would get to £144m for 
the year.

The company did not mention anything about royalties 
in the update having previously announced £3m of profits 
in the first quarter, but with new deals being signed every 
two to three months more profits are likely. Whether they 
will get to the £16.7m of last year remains to be seen, but it 
remains a source of forecast upgrade.

I maintain that this business is very difficult to forecast. 
A lot depends on the schedule of product releases and the 
costs that go with them. However, what is indisputable 
is that demand and revenues are on the up. Throw in the 
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significant operational gearing in this business and the 
potential is for profits to increase faster than revenues and 
faster than expectations.

Edison Research upgraded its forecasts to £132.4m  
profit before tax, or 322.7p earnings per share (EPS), with  
Jefferies upgrading to £134m profit before tax, or 327.6p 
EPS. This looks too conservative to me.

Along with the difficulty in predicting the outcome and 
success of new product releases, it is also important to 
recognise that the fourth quarter of 2020 saw six weeks 
of closure of the factory and shops. Some of the lost sales 
and profits look like they came through in the first quarter 
of this year, but the point is that the fourth quarter last 
year was soft. Whether the sum of first- and fourth-quarter 
profits grows this year is possible, but hard to quantify.

The current UK lockdown should not hurt Games  
Workshop. While its UK stores are closed, its factory 
remains open and is busy making products. A lot of these 
will be sold over the internet in the next few weeks and 
this should come through at a much better profit margin 
that if they were sold through shops.

It would not surprise me if Games Workshop made 
£150m of pre-tax profit this year given the following wind 
that is powering its business and therefore more profit 
forecast upgrades should not surprise anyone who follows 
this company.

The shares rallied to touch £120 on Monday, but then 
sold off heavily after the Pfizer vaccine announcement 
and the consensus view that “stay at home” stocks would 
struggle to keep on doing well.

While people will play Warhammer at home, I do not see 
Games Workshop as a stay at home stock that is merely a 
temporary beneficiary of Covid-19 lockdowns. I believe that 
there is sustainable momentum in this business driven by 
the Warhammer community and new product releases.

Games Workshop: current forecasts

  Year (£m) 
 2021 2022 2023

Turnover 333.1 362.3 372.8

Ebitda 153.6 168.5 170.2

Ebit 131.6 149 151.8

Pre-tax profit 132.2 143.4 150.1

Post-tax profit 105.6 124.4 -

EPS (p) 322.3 355.5 358.2

Dividend (p) 205 232.9 220

Capex 23.3 20.2 25.5

Free cash flow 68.5 84 90.8

Net borrowing -81.1 -121.1 -168.8
Source: SharePad
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One day the momentum will slow or possibly even stop 
and profits could go into reverse given the high operating 
leverage in the business. I think we are not near that point 
right now. 

At £101 at the time of writing, the shares trade on 31.3 
times 2021F EPS. That’s not cheap, but for a highly profitable 
niche and growing business it’s not unreasonable either. 
I added them back to the UK Quality Shares portfolio last 
week and feel okay about having done so.

Oxford Instruments
I added Oxford Instruments (OXIG) to the UK portfolio 
back in August. Its business had been going through a 
rough patch, but I took the view that the long-term  
prospects were good. I like niche, clever problem-solving 
businesses because they do things that not many  
companies can copy and this means they can make good 
money. You can read my analysis of the business on the 
Investors Chronicle website or check out the 14th August 
edition.

The company’s products exist to help its customers im-
prove their research and development (R&D) efforts,  
improve manufacturing productivity and make new 
scientific discoveries. The business is roughly evenly split 
between academic and commercial customers. Its key 
products are:

n Scientific digital cameras 

n Microscopy systems including atomic force microscopy

n Spectrographs

n Magnetic resonance

n Nano analysis tools

n X-ray and electron analysis 

n Etching and deposition processes

I see this business as a long-term play on innovation and 
the growth in high tech manufacturing, and I think the 
company’s end market exposure puts it in a good place 
to do well over the long haul with a few ups and downs 
along the way.
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I also like the way this company is being managed  
with a big focus on getting closer to its customers and 
understanding their businesses (a key reason why  
companies such as Spirax-Sarco have been successful for 
so long) and the development of a growing profit from 
servicing and spare parts for its main products.

Half-year results released this week were very reassuring, 
but showed some damage from Covid-related lockdowns. 
Revenues fell by £17.3m to £140m, but good cost control 
limited the fall in operating profit to £1.9m to give £24.3m.

The Asian business held up very well, but Europe was 
very soft. It was encouraging to see that profits from the 
servicing business went up. Cash generation was good 
with the company having a bigger net cash pile at the 
end of the half year than when it started at a very healthy 
£81.4m.

The really good news comes in the outlook. The order 
book is up 16.9 per cent, compared with what it was a  
year ago at £204.6m. Some of this is undoubtedly  
pent-up demand, but is encouraging nonetheless. This  
has given the company the confidence to reinstate its  
dividend and give some profit guidance again. Full-year 
profits are expected to be slightly lower than last year, but 
crucially ahead of current analyst forecasts. A stronger 
pound poses a slight risk to forecasts with a 5 per cent 
appreciation in sterling potentially knocking £1.3m off 
second-half operating profit.

Back in August, current consensus analyst forecasts 
were for pre-tax profits of £36.4m (50.5p EPS). Current  
consensus, according to SharePad, is for £40.2m profit 
before tax (55.7p EPS), but my guess is that this figure has 

Source: Oxford  
Instruments
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still to update fully after the results and that these  
numbers will move up further.

The shares have performed very well for the UK portfolio 
and have delivered total returns of 44 per cent since  
August. At 2,092p, the shares trade on a 2021F PE of 37.6 
times, which is punchy to say the least. This valuation 
and rapid returns since buying in may have led me to sell 
out not so long ago, but having made mistakes with other 
similar situations (Games Workshop) I intend to stick to 
my aim of not selling out of good companies with good 
prospects.

Renold
One of the most important things that an investor must 
understand about any company is how much leverage it 
has. Leverage or gearing works well when times are good 
but can kill a business when times are bad. 

There are two kinds of leverage: Operational leverage is re-
lated to a company’s level of fixed costs. The more fixed costs 
it has – costs that are there regardless of the level of revenue 
– the more profit contribution is needed to make a profit. 
Businesses with lots of fixed costs have a high breakeven 
level of revenue. Once that breakeven point has been passed, 
incremental revenues add proportionally more to profits. 

Financial gearing refers to the level of debt and interest 
payments in a business relative to profits. High interest 
payments eat up profits. Once they have been paid the 
government and the shareholders can get their hands on 
what’s left over.

Businesses that are highly operationally and financially 
geared are best avoided and can wipe out shareholders 
rapidly in a downturn.

A great example of this is Manchester-based Renold 
(RNO), which is the second biggest manufacturer of  
industrial conveyor chain in the world.

Oxford Instruments: current forecasts
  Year (£m) 
 2021 2022 2023

Turnover 297.7 313.9 326.6

Ebitda 50.9 56.9 61.3

Ebit 41.7 47.8 51.3

Pre-tax profit 40.2 45.7 49.5

Post-tax profit 31.2 35.8 40.1

EPS (p) 55.7 62.5 67.5

Dividend (p) 12.3 15.1 16.2

Capex 10.4 9.1 7

Free cash flow 21.6 24.4 28

Net borrowing -79.2 -95.3 -114.7
Source: SharePad
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Its share price peaked in 1996 at 320p. Back then it had 
annual revenues of £179m, trading profits of £19.5m, net 
cash of £10m and a pension scheme that was in surplus. 
In the year to March 2020, it had revenues of £189m,  
trading profits of £13.4m, net debt of £36m and a pension 
fund deficit of £111m. Its share price is now 12.5p, which 
equates to a market capitalisation of just £28m.

I briefly covered this business back in the early 2000s as 
an analyst and was never a fan of it. It struggled to grow, 
carried far too much stock and couldn’t generate any 
meaningful or sustainable free cash flow.

This is a shame because there is what seems to be a  
viable business here. The company has been in existence 
since 1864 and has a reputable and trusted chain brand 
that is used across the world and across a diverse range of 
industrial sectors. It operates in a fragmented sector with 
less than 10 per cent market share. This is where it makes 
the bulk of its profits, but it also has a Torque Transmission 
business that makes gearboxes and couplings.

Seventy per cent of its revenues come from America  
and Europe.

Source: Renold
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The operational gearing was clearly on show in this 
week’s half-year results. Sales were down by 17 per cent – 
due to Covid-19, which saw profits fall by a quarter. Chain 
profits fell by nearly 30 per cent, but Torque Transmission 
profits increased slightly.

The good performance was in free cash generation. The 
company generated £10m and used it to reduce net debt 
to £26m. This is encouraging, but £7.7m of the cash flow 
came from working capital reduction (mainly stock) and 
benefited from deferred pension fund deficit  
payments. Capex has been cut to the bone and was only 
£1m, compared with a depreciation and amortisation  
expense of over £5m – in other words the company was 
not replacing its assets.

Debt is expected to continue coming down in the second 
half of the year, but not by the same amount.

If you are thinking about buying shares in Renold then 
you have to believe that it is capable of growing its profits 
and paying down the debt and pension fund deficit by 
generating free cash flow. It’s like a classic leverage buy-
out aspiration to create equity value by repaying debt.

There are grounds for optimism. The business has  
addressed its chronic under investment in plant and  
machinery, which has allowed it to cut capex back  
temporarily. The cost base is also more flexible and  
operational gearing has been reduced. The business is 
now making more profit at lower sales volumes.

Order books are also recovering. They fell by more than 
20 per cent in the first half, but by the end of October were 
almost back to last year’s level. Many of its customers have 
been destocking, but hopefully they will start ordering new 
chains soon. Investment in new industrial projects has 
been weak and reduced demand but replacement demand 
has been stronger.

Demand in South East Asia is good and the new Chinese 
factory is performing well.

Renold has been a turnaround story for as long as I can 
remember and I see the shares as remaining extremely 
risky. If it gets some good fortune with increased orders 
then the still significant operating leverage can work in 
shareholders’s favour.

The shares trade on a 2021F PE of 17.9 times falling to 
9.6 times in 2022. Profit recovery is expected to continue 
further in 2023, but I don’t have much confidence in those 
numbers right now. Should confidence in them improve 
then this is a share that could go up a lot but the risks  
associated with them are clear for all to see.



www.investorschronicle.co.uk
email: icalpha.editorial@ft.com
© The Financial Times Limited 2020. Investors Chronicle is a trademark of The Financial Times Limited. 

11

B&M European Value Retail
I am a big fan of the business model of B&M European 
Value Retail (BME). Concentrated buying across a much 
smaller number of products combined with smaller stores 
gives them a considerable cost advantage over supermar-
kets and other general retailers. 

This allows them to offer lower prices to customers that 
generates volume growth for their suppliers, which then 
leads to lower costs and a virtuous circle that can give a 
lot of sales and profits growth.

Consumers love them, especially in tough times like 
now. They are able to buy branded goods at very cheap 
prices and pick up a range of selected own-label products 
as well. B&M is mining this rich seam along with other 
general discounters such as Home Bargains and  
The Factory Shop.

Lockdown has seen demand for homewares, DIY and 
garden products surge and sales boom for B&M. Its UK 
like-for-like (LFL) revenues increased 23 per cent in the 
half year to September 2020. Pre-tax profits on a lease 
adjusted basis soared by 141.6 per cent and cash flow 
followed suit. This allowed the company to increase its 
interim dividend by 59 per cent and declare a special  
dividend of 25p per share.

The UK business is performing extremely well. Its sales 
growth is broadly based across the UK whereas 80 per 
cent of its stores are in out-of-town locations which are 
generating much greater footfall than town centres. The 
company remains confident that it can expand from 657 
stores currently to 950.

Heron Foods, the company’s discount food retailer is 
also performing well and looks to have been a canny buy 
as its past 12 months’ earnings before interest, taxes,  
depreciation and amortisation (Ebitda) of £31m equates  
to just 4.8 times the purchase price back in 2017. This 
business is also being expanded with a further 16 net new 

Renold: current forecasts
  Year (£m) 
 2021 2022 2023

Turnover 162 170.4 176.7

Ebitda 18 19.7 24.5

Ebit 7.5 9.2 14

Pre-tax profit 2.3 4.2 9

Post-tax profit - - -

EPS (p) 0.7 1.3 2.8

Dividend (p) - - -

Capex 4 8 -

Free cash flow 9.6 4.5 -

Net borrowing 30 28.5 25
Source: SharePad
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store openings expected in the second half of the year.
I’m less enthusiastic about B&M’s French business which 

is not making much money. France has historically been a 
hard place for British companies to make money. Howden 
Joinery has been in the country for years and is not making 
much from it. B&M has already tried in Germany and sold 
out and it would not surprise me if it eventually gets tired of 
France. For me, the investment case for the shares is based 
around the potential of the UK business.

I think it has a great business model that can continue 
to woo more customers, especially given its out-of-town 
store locations. I also think that it can continue to grow 
LFL sales, 2020 has been a boom time and the third  
quarter has started very strongly with LFL sales growth at 
a similar rate to the first quarter (26.9 per cent).

The lack of profit guidance for the full year seems a bit 
surprising given that its shops are not affected by the  
lockdown, but the company’s cautious comments on  
consumer confidence probably explain why the shares 
sold off slightly on Thursday.

They have performed well in 2020 and are up by nearly 
25 per cent. At 490p, they trade on a 2021F PE of 14.6 
times. Current profits are clearly seen as exceptional (and 
understandably so) and the 2022F PE is currently 16.4 
times. That still looks reasonable value and I think the 
shares could still be a good investment over the next two 
to three years. 

JD Wetherspoon
Long time readers will know that I am a fan of  
JD Wetherspoon’s (JDW) business model. It is very 
focused on offering great value for money for customers 
in well-invested pubs and it has delivered sector-leading 
LFL sales growth for many years. It has clean and trans-
parent accounting and generates decent amounts of  
free cash flow. This has been used largely to buy out  

B&M European Value Retail: current forecasts
  Year (£m) 
 2021 2022 2023

Turnover 4,425.40 4,615.00 4,982.80

Ebitda 718.1 660 719.7

Ebit 487.1 434.9 489.6

Pre-tax profit 413.7 374.9 419.7

Post-tax profit 336 299.8 336.2

EPS (p) 33.5 29.9 33.7

Dividend (p) 11.3 10.6 12

Capex 75.9 87.3 94

Free cash flow 256.5 264.6 304.6

Net borrowing 1,548.30 1,376.10 1,181.30
Source: SharePad
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leaseholds to give the business an increasing asset  
backing and buy back shares.

Investors who have owned the shares for a long time 
have done well even taking into account the recent  
hammering of its share price. The 10 year total return on 
the shares has been a highly satisfactory 189 per cent.

Covid-19 restrictions have hammered the pub trade.  
During the 15 weeks to 8 November, Wetherspoons’ LFL 
sales were down by a whopping 27.6 per cent. Its 756  
English pubs are currently closed, while tight restrictions 
in Scotland make it hard to trade.

Eventually pubs will open up again and Covid-19 will be 
something we can all cope with, but how much permanent 
damage has been done to them remains to be seen. More 
working at home will reduce lunchtime and after-work 
revenues, while rising unemployment is not helpful either.

If JD Wetherspoon could get back to the same level of 
profits as it produced in 2019 (EPS of 70.2p), the shares, at 
1,067p, would be on a PE of 15.2 times, which hardly looks 
like a bargain. Current analysts’ forecasts are saying that 
2019 profitability will not have been recovered by 2023. 
Hopes of a vaccine have given the shares a recent boost, 
but I think the shares will continue to keep on recovering 
given the cloudy medium-term outlook for the sector.

WH Smith
At the start of the year I was very upbeat on the prospects  
for WH Smith (SMWH). Its travel business and especially 
its airports business looked in very good shape. The  
company had built a significant presence in the US airport 
retail market, while the UK high street business continued 
to see its profits hold up.

Covid has been a disaster for the business. Pre-tax 
profits for the year to September 2020 were wiped out 
with a loss of £69m, compared with profits of £155m the 
year before. Cash generation was good with the free cash 

JD Wetherspoon: current forecasts

  Year (£m) 
 2021 2022 2023

Turnover 1,544.70 1,847.70 1,892.00

Ebitda 195.1 253.9 246.8

Ebit 86.1 139.4 145

Pre-tax profit 38.1 87.2 102.3

Post-tax profit 24.9 69.5 81.6

EPS (p) 19.7 56.6 67.8

Dividend (p) 5 8.2 8.4

Capex 60.2 69.7 72.3

Free cash flow 90.2 120.7 116.4

Net borrowing 884.4 516.2 687.8
Source: SharePad



www.investorschronicle.co.uk
email: icalpha.editorial@ft.com
© The Financial Times Limited 2020. Investors Chronicle is a trademark of The Financial Times Limited. 

14

outflow well controlled to just £41m, compared with a free 
cash inflow of £109m.

Things will get better. If China is any guide, people will 
go back to flying again. Hospitals in the UK will open up, 
but UK rail travel may be slower to recover. This is not a 
bad future scenario given that spending per passenger is 
lower at rail stations than it is at airports or hospitals.

The high street business returned to profit in September 
and October and there is plenty of scope to cut the rent 
bill as store leases expire (400 in the next three years). 
High street stores with post offices are staying open and 
here spend per customer has gone up.

So I think it’s reasonable to expect that profits in this 
business can stage a good recovery. The business will 
survive as cash burn in November is expected to be £20m 
with the company having £323m of liquidity at the end  
of October.

The problem I see for investors is twofold: The recovery 
is likely to be slow with passenger numbers not expected 
to get back to 2019 levels until 2023-24. The other issue is 
the valuation multiple that will be put on those recovered 
profits. Maybe investors will quickly forget about Covid-19, 
but what it has done is expose the vulnerability of this 
business to a pandemic. It’s only a guess, but I think the 
value of this business is likely to be less favourable than  
it was a year ago.

This time last year, the shares were valued at 18.5 times 
forecast earnings with forecast EPS of 125p. Applying that 
multiple to 2022 forecast EPS would give a valuation of 
1,086p per share, compared with the current share price  
of 1,452p. It will need higher trading profits to get back  
to 125p of EPS as the shares in issue have increased by  
21 per cent.

This is a business that can get back on track, but the 
recent vaccine-related share price boost looks a little  
overdone in the short run.

WH Smith: current forecasts
  Year (£m) 
 2020 2021 2022

Turnover 991.2 1,105.60 1,323.40

Ebitda 17.6 106.1 186.5

Ebit -62.3 -1.5 117.1

Pre-tax profit -74.6 11.1 101

Post-tax profit -66.8 2.2 81.5

EPS (p) -54.3 -0.8 58.7

Dividend (p) - 6.2 19.3

Capex 42.8 47.6 59.4

Free cash flow -72.8 57 106.9

Net borrowing 510.2 512.6 441.6
Source: SharePad
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