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Ocado earnings drop in 2018 as it invests in
technology and warehouses
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Price:

£8.18 billion

Market Cap:

Ocado Group PLC (LON:OCDO) posted a 20.7% drop in 2018 earnings and
expects another decline this year as it invests in developing its technology and
opening new warehouses.

1 Year Share Price Graph

The online grocer said earnings (EBITDA) fell to £59.5mln in the year to
December 2 from £75mln a year ago, reflecting increased spending on its
Ocado Smart Platform (OSP), the opening of a new customer fulfilment centre
(CFC) in Erith and hiring new IT staff to support the development of its
technology.
The loss before tax widened to £44.4mln from £9.8mln last year.

Share Information

READ: Ocado said to be considering replacing Waitrose with M&S as key
grocery supplier
Total capital expenditure in 2018 amounted to £213.8mln, up from £160.3mln
last year.
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Revenues rise on growth in orders and net fees from clients
Group revenue increased by 12.3% to £1.6bn from £1.4bn a year ago.

Sector:

IFRS 15 - new accounting measures that change the way companies can
recognise revenues - carved £15.2mln off revenue and £14.4mln off EBITDA.
That compares to a reduction in revenue and EBITDA of £9.3mln the previous
year when the group first adopted IFRS 15.
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Ocado was launched in partnership with
Waitrose in January 2002, and delivers
quality groceries across selected areas of
England and Wales. Our business was
conceived with one simple objective in
mind: to offer busy people a true alternative
to going to the supermarket every week. By
doing this, we created a totally new
shopping experience, built entirely around
our
customers'
needs.

Ocado has its own grocery delivery service but has transformed into a
technology firm by supplying its OSP and robotic warehouses to other
supermarkets such as WM Morrison Supermarkets PLC (LON:MRW) in the
UK, Kroger in the US, ICA in Sweden, Group Casino in France and Sobeys in
Canada.
Retail revenue from Ocado's grocery delivery service rose 12% to £1.5bn as
average orders per week edged up 12.1% to 296,000, although the average
order size dropped 0.4% to £106.85. Active customer numbers grew by 11.8%
to 721,000.
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Solutions revenue from the technology side gained 15.8% to £123mln, supported by fees earned from clients.
Further investment planned for 2019
Chief executive Tim Steiner said Ocado's growth story is "only just beginning".
"We now have in place a platform for significant and sustainable long-term value creation as the leading pure-play
digital grocer in the UK, a world-leading provider of end-to-end e-commerce grocery solutions, and as an innovative and
creative technology company applying our proprietary knowledge to a range of challenges," he said.RE
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READ: Ocado shares gain as quarterly update gets analysts' nod of approval
Steiner added: "Our transformation journey is well underway with increased cash fees earned and greater investment
as we execute on behalf of our partners.
"Creating future value now will involve us continuing to scale the business, enhancing our platform, enabling our UK
retail business to take advantage of all its opportunities for growth, and innovating for the future. We look forward to
fulfilling these opportunities with excitement and determination."
In 2019, Ocado expects EBTIDA to decline due to an estimated £15mln-£20mln in operating costs involved in building
CFCs and adding features to its OSP. Total capital expenditure for the group is expected to be £350mln.
The group predicts retail revenue will rise 10-15% as it expands its capacity and grows market share in the UK.
Solutions revenue is expected to rise "well ahead" of retail growth.
Shares rose 1.3% to 1,005p in morning trading following an initial decline when the market opened.
Management has vision to turn Ocado into Microsoft of retail, says Peel Hunt
Peel Hunt maintained a 'buy' rating and target price of 1,700p on the stock, saying the results were broadly in line with
expectations.
"Overall, the results do not change our core thesis: (1) Ocado is a unique profitable, pure-play online food retailer; (2)
blue chips such as Kroger, Sobey's, and Casino have signed exclusive contracts to licence its tech; (3) the platform is
agnostic, allowing it to expand into non-food and non-retail; (4) as the deals roll in, Ocado's supplier power grows; and
(5) management has the vision and strategy to move Ocado towards becoming the Microsoft of retail."
No mention of M&S tie-up reports
Ocado made no mention of reports that it held "secret talks" with Marks & Spencer Group PLC (LON:MKS) about a tieup that could result in dropping Waitrose as its key groceries supplier.
Laith Khalaf, senior analyst, Hargreaves Lansdown said a partnership between Ocado and M&S would make "some
sense" for both parties.
"M&S basket sizes are relatively small, which makes the economics of online delivery particularly challenging. Clearly,
Ocado can help out here, though any tie-up would raise questions over its existing partnership with Waitrose, which
comes to a close in 2020," Khalaf said.
"Such high expectations baked into the share price raise the possibility of disappointment for investors. In this respect,
Ocado is similar to Amazon, which likewise comes with a lofty price tag as the market has pencilled in high levels of
future earnings growth. "
Khalaf said the future looks "extremely bright" for Ocado but the company needs to deliver on very high expectations.

Proactive Investors facilitate the largest global investor network across 4 continents in 4 languages. With a team of analysts
journalists & professional investors Proactive produce independent coverage on 1000's of companies across every sector for private
investors,
private
client
brokers,
fund
managers
and
international
investor
communities.
Contact us

+44 (0)207 989 0813

action@proactiveinvestors.com

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
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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,
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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