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Jefferies upgrades Capita to 'Buy' as it sees
potential in software division following cut in fullyear guidance
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Analysts at broker Jefferies have upgraded Capita PLC (LON:CPI) to 'Buy' from
'Hold', saying there was a positive outlook for the firm's software division after
the firm cut its full-year guidance in its half-year results.
The broker said that despite the fact that the FTSE 250 outsourcer's lowering
of expected full-year profits had "removed investor euphoria", the group's
software division had "attractive [free cash flow] characteristics…recently won a
contract in India [and] can grow overseas".
READ: Capita lowers profit guidance and warns turnaround plan will take time
They added that the firm's 10%+ underlying earnings (EBITDA) margin target
for the end of the 2020 financial year "is conservatively struck" and could
potentially move toward the "11% figure reported in [the 2017 financial year]".
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"This is ahead of management's 10%+ target and our 10.5% forecast but
consistent with the CEO's comment in April 2018 that "a leaner business
should generate a margin similar to the past," the broker said.
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Jefferies also cut its target price for Capita to 180p from 200p, saying that
despite the positive outlook for the software division, they were still "cautious
regarding the outlook for outsourcing turnover as attrition is likely to remain
elevated (especially with local government) and we suspect the bid pipeline is
mostly re-tenders where incumbent providers should have a 90% win rate".
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Company Synopsis:

In its half-year results on 1 August, Capita said it expected underlying profits to
be between £250mln-£275mln for the full-year, compared to the
£270mln-£300mln it estimated earlier in the year, while also reporting a 59%
drop in underlying pre-tax profit to £80.5mln for the six months ended June 30.

Capita is the UK's leading business process
outsourcing (BPO)&nbsp;and professional
services company, offering back office
administration and front office customer
contact services to private and public sector
organisations across the UK and Ireland.
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In mid-morning trading Thursday, Capita's shares were up 3.9% at 133.3p.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
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value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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