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Capita share price decline presents buying
opportunity, says RBC

Price:

103.3p

Market Cap:

Capita PLC (LON:CPI) shares have fallen 21% since the outsourcer cut its fullyear profit guidance but RBC Capital Markets sees this as a buying
opportunity.

£17.24M

1 Year Share Price Graph

RBC repeated an 'outperform' rating on Capita and raised its target price to
210p from 200p, saying it thinks the drop in the share price is a surprise.
Earlier this month, Capita said it expects full-year underlying profits to be
between £250mln-£275mln, compared to the £270mln-£300mln it estimated
earlier this year, after first-half profits fell 59% to £80.5mln and organic revenue
dropped 2.4%.

Share Information

READ: Capita lowers profit guidance and warns turnaround plan will take time
However, chief executive Jonathan Lewis said he was making good progress
on his turnaround strategy and repeated his guidance for a return to growth in
2020.
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"With near-term guidance reiterated, 2020 targets unaltered and financial
deleveraging ahead of plan, we are reassured," RBC said.

Sector:

"This story is about cost savings and self-help (not organic growth) at present
and on this basis, the group is on track."

Company Synopsis:

High
173.85p

Support Services

Website:

'Capita still thinking about new growth opportunities'
RBC said while the focus remains on Capita's restructuring, it is encouraging to
see developments like the company's partnership with Microsoft to create a
workspace application. The broker said this indicates that management is still
thinking about new growth opportunities.
"This turnaround (for at least the next 18 months) is about what management
can influence and not what the market does," it added.
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Capita Group 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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RBC expects a re-rating, to be driven by the delivery of cost savings, contract
rehabilitation and cutting the interest cost, rather than organic growth.
Organic growth will remain difficult, RBC said, as it struggles with contract attrition and a benign UK market.
'Market caution looks overdone'
However, the broker thinks the turnaround looks "very within its compass and on this basis, market caution looks
overdone to us".
"We are not arguing that Capita has a superior business model. Indeed, with £500mln of investment needed over the
next three years, there is evidently much to do," RBC said.
"Concerns on its ability to win work and retain work will also persist. However, recent wins imply the group is not out in
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the 'wilderness' in the UK and we continue to believe that cost savings have been conservatively guided."
RBC upgraded its earnings per share estimate for fiscal year 2018 by 4.5% to 11.60p. For 2019, it raised its EPS
forecast by 8.5% to 13.60p.
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No investment advice
Proactive Investors is a publisher and is not registered with or authorised by the Financial Conduct Authority (FCA). You understand and agree that no content
published constitutes a recommendation that any particular security, portfolio of securities, transaction, or investment strategy is suitable or advisable for any
specific person. You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential,
advisability, value or suitability of any particular security, portfolio of securities, transaction, 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
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