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 MORNING COMMENT 

Buy  Sanderson Group~ 
Unchanged

FY14 Results in-line 

Price 71p  
Target 83p (from 81p)
 SND’s results this morning are in line with expectation, the outcome having been 

well flagged in the pre-close update released on 23  Octo ber. The key standout once 
again is e-commerce / mobile commerce which accounted for 47% of Retail  revenue 
in FY14 and is on course to account for >50% in the current year. Whilst some 
caution is required in the current year (particular ly non-food Manufact uring), SND’s 
£2.41m order book (cf £1.94m a year ago), gives confidence in the current year. 
Valuing Sanderson on 18x our FY15 earnings forecast s uggests fair value of 83 p per 
share, up marginally from 81p previously. We remain  Buyers with 17% upside. 
 

• Results in a nutshell    Another year of steady growth driven again by Retail and, to a 
lesser extent, Food Manufacturing. This led to overall revenue growth of 34% at Retail 
(23% relating to the October 2013 acquisition of One iota) and 2% at Manufacturing. 
Within Retail, traditional mail order continued to decline masking a strong performance 
at multi-channel whilst Food now accounts for over 50% of Manufacturing revenue. 
Gross margin of 84.9% was lower than the 87.6% achieved last year due to two large 
infrastructure projects delivered in the period by Manufacturing. Excluding this effect, 
gross margin was 86.8%. Adjusted PBT (excl excepts, amortisation and share-based 
payments) was bang in line with WHI forecast at £2.7m. Year-end net cash of £6.2m 
equates to ~11p per share on a fully diluted basis although note SND has a legacy 
pension liability of £4.8m (up from £4.2m). 

• Order book robust, steady growth set to continue   SND starts the new year with 
an order book of £2.41m, down ever so slightly against the £2.46m at the end of H1 
but well ahead of the £1.94m (pre-One iota) reported at the start of the year. This is 
capable of supporting forecast revenue growth of 4% this year and 5% next which will 
likely retain the common theme of slow growth (+2%) at Manufacturing and 7%-8% at 
Retail. We expect DPS growth in line with EPS broadly on a 40% payout ratio. 

• Attractive valuation vs peers, 2.7% yield lends sup port   SND’s current year P/E on 
a fully diluted basis of 15.4x makes the shares look attractive versus others in the 
speciality software sector. We continue to believe SND is capable of justifying a 
current year P/E of at least 18x which when applied to our FY15 forecast points to our 
raised target price of 83p, 17% upside from current levels. The 2.7% yield is also a 
standout in the sector and makes the stock attractive for income. 
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 Y/E Sep 2013A 2014A 2015E 2016E 

Revenue (£m) 13.8 16.4 17.1 18.0 

WHI EBITDA (£m) 2.3 3.4 3.6 3.9 

WHI PTP (£m) 2.2 2.7 3.0 3.3 

WHI EPS (FD) (p) 4.1 4.4 4.6 5.0 

P/E (x) 17.3 16.1 15.4 14.2 

DPS (p) 1.5 1.8 1.9 2.0 

Yield % 2.1 2.5 2.7 2.8 

Source: WH Ireland estimates                                                                                              

WH Ireland is a member of the London Stock Exchange and is authorised and regulated by the Financial Services Authority. 
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Disclosure s   

WH Ireland Recommendation Definitions  

Buy 
Expected to outperform the FTSE All Share by 
15% or more over the next 12 months. 

Outperform 
Expected to outperform the FTSE All Share by 
5/15% over the next 12 months. 

Market Perform 
Expected to perform in line with the FTSE All 
Share over the next 12 months. 

Underperform 
Expected to underperform the FTSE All Share 
by 5/15% or more over the next 12 months. 

Sell 
Expected to underperform the FTSE All Share 
by 15% or more over the next 12 months. 

Speculative Buy  
The stock has considerable level of upside but 
there is a higher than average degree of risk. 

 Share Price Target 
The share price target is the level the stock should currently trade at if the market were to accept the 
analyst’s view of the stock and if the necessary catalysts were in place to effect this change in perception 
within the performance horizon. 
 

Stock Rating Distribution 

As at the quarter ending 30 Sep 2014 the distribution of all our published recommendations is as follows: 

 
Recommendation Total Stocks Percentage % Corporate 

Buy 55 68 36 

Speculative Buy 11 18 11 

Outperform 1 4 0 

Market Perform 3 9                   1                  

Underperform 0 1 0 

Sell   0 0 0 

Total 70 100 48 

 
 
This table demonstrates the distribution of WH Ireland recommendations.  The first column illustrates the 
distribution in absolute terms with the second showing the percentages. 
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This research is classified as being “non-independent” as defined by the FCA’s Conduct of Business Rule 
12.3. Please refer to www.wh-ireland.co.uk for a summary of our conflict of interest policy. 

 
Where WH Ireland acts in a professional or retained capacity for a company, the following symbols, as 
indicated on the front page next to the company name, apply: 

 
*WH Ireland acts as NOMAD and/or Broker 
#WH Ireland makes markets in this stock 
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Marketing Communication   
This document has not been prepared in accordance with legal requirements designed to promote the 
independence of investment research. Please refer to important disclosures towards the end of this 
document. 
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Disclaimer 
This research recommendation is intended only for 
distribution to Professional Clients and Eligible 
Counterparties as defined under the rules of the 
Financial Conduct Authority and is not directed at 
Retail Clients.  This note contains investment 
advice of both a general and specific nature.  It has 
been prepared with all reasonable care and is not 
knowingly misleading in whole or in part.  The 
information herein is obtained from sources which 
we consider to be reliable but its accuracy and 
completeness cannot be guaranteed.  The opinions 
and conclusions given herein are those of WH 
Ireland Ltd and are subject to change without 
notice.  The report is not an offer or solicitation to 
buy or sell any security.  Clients are advised that 
WH Ireland Ltd and/or its directors and employees 
may have already acted upon the recommendations 
contained herein or made use of all information on 
which they are based.  WH Ireland is or may be 
providing, or has or may have provided within the 
previous 12 months, significant advice or 
investment services in relation to some of the 
investments concerned or related investments.  
Traders and salespeople may express opinions on 
the company that do not align with the opinions 
stated in this report.  Recommendations may or 
may not be suitable for individuals clients and some 
securities carry a greater risk than others.  Clients 
are advised to contact their investment advisor as 
to the suitability of each recommendation for their 
own circumstances before taking any action.  No 
responsibility is taken for any losses, including, 
without limitation, any consequential loss, which 
may be incurred by clients acting upon such 
recommendations.  The value of the securities and 
the income from them may fluctuate.  It should be 
remembered that past performance is not 
necessarily a guide to future performance.  For our 
mutual protection, telephone calls may be recorded 
and such recordings may be used in the event of a 
dispute.  No part of this document is to be copied or 
distributed without prior consent.  By accepting this 
document, you agree to be bound by the 
disclaimers stated above.  Please refer to www.wh-
ireland.co.uk for a summary of our conflicts of 
interest policy and procedures. 
 


