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Disciplined Growth in H1
ENCOURAGING GROWTH
H&T Group PLC (LON:HAT), the UK market leader in pawnbroking, released results on
August 14 for the first half of 2018, showing sustained growth both in the core
pawnbroking and other financial services.
The company delivered pre-tax profit growth of 10.9%, and earnings per share growth of
15.5%. The biggest drivers were the pawnbroking and personal loans segments, with
positive growth (revenue and profit) also from the retail and other business segments.
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FINANCIAL ANALYSIS – KEY OBSERVATIONS
Risk metrics remain favourable, with pawnbroking redemptions (customers reclaiming
collateral) steady at 84%, and the personal loan business continuing to expand into lower
risk loans with 54% of lending now outside of the high-cost-short-term segment. Balance
sheet leverage remains low with net debt / EBITDA 0.97x (covenants 3.0x).
We note that these are the first results reported under IFRS 9 accounting. The company
provided details of the IFRS 9 impact in a release on July 27. The table below includes the
restated full-year (FY) 2017 baseline figures. Our forecasts apply the IFRS 9 standard, and
represent a small increase compared to our previous 2018 revenue and profit forecasts (if
restated for IFRS 9).

CONCLUSIONS AND VALUATION
In our initiation report (July 4, 2018: H&T Group, Defensive / Growth investment) we
examined the resilient characteristics of the core pawnbroking business, along with the
growth potential of the personal loans and retails businesses and the clicks-to-bricks digital
platform across all business areas. The first-half results support our conclusions.
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During the last 2 months, the share price has retraced back to its December 2017 level.
This may be due to some weak macro news for the UK high street, and/or the IFRS 9
impact disclosed in July. The shares now trade on a 2018e P/E (price/earnings ratio) of
10.7x and offer a dividend yield of 3.4%. We argue that the valuation does not fully reflect
the growth trend or the defensive quality of H&T Group. The current share price
represents an interesting potential entry point, in our view.
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Important – Please read this information: This report has been commissioned by H&T Group Plc and prepared and issued by Capital Network for publication
globally. All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however, we do not
guarantee the accuracy or completeness of this report. Opinions contained in this report represent those of the research department of Capital Network at the time of
publication. The securities described in the Investment Research may not be eligible for sale in all jurisdictions or to certain categories of investors. Capital Network
does not offer or provide personalised advice. We publish information about companies in which we believe our readers may be interested and this information
reflects our sincere opinions. The information that we provide or that is derived from our website is not intended to be, and should not be construed in any manner
whatsoever as, personalised advice. Also, our website and the information provided by us should not be construed by any subscriber or prospective subscriber as
Capital Network’s solicitation to effect, or attempt to effect, any transaction in a security. This document is not a solicitation or inducement to buy, sell, subscribe, or
underwrite any securities mentioned or in the topic of this document. This document is provided for information purposes only and should not be construed as an
offer or solicitation for investment in any securities mentioned or in the topic of this document. A marketing communication under FCA Rules, this document has not
been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any prohibition on
dealing ahead of the dissemination of investment research. Capital Network has a restrictive policy relating to personal dealing. Capital Network does not conduct any
investment business and, accordingly, does not itself hold any positions in the securities mentioned in this report. However, the respective directors, officers,
employees and contractors of Capital Network may have a position in any or related securities mentioned in this report. Capital Network or its affiliates may perform
services or solicit business from any of the companies mentioned in this report. The value of securities mentioned in this report can fall as well as rise and are subject
to large and sudden swings. In addition it may be difficult or not possible to buy, sell or obtain accurate information about the value of securities mentioned in this
report. Past performance is not necessarily a guide to future performance. Forward-looking information or statements in this report contain information that is based
on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations. For the purpose
of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or
opinion in relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised
service” and, to the extent that it contains any financial advice, is intended only as a “class service” provided by Capital Network within the meaning of the FAA (ie
without taking into account the particular financial situation or goals of any person). As such, it should not be relied upon in making an investment decision. To the
maximum extent permitted by law, Capital Network, its affiliates and contractors, and their respective directors, officers and employees will not be liable for any loss
or damage arising as a result of reliance being placed on any of the information contained in this report and do not guarantee the returns on investments in the
products discussed in this publication.
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