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Go-Ahead reverses as HSBC downgrades to 'hold'
from 'buy' on valuation grounds in mixed sector
review
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HSBC has cut its stance for Go-Ahead Group PLC (LON:GOG) to 'hold' from
'buy' on valuation grounds in a mixed review of the UK Bus and Rail sector.
The global bank still raised its target price for the FTSE 250-listed stock to
2,010p from 1,970p, with the shares currently trading at 1,877p, down 2% on
Monday's close.
READ: Go-Ahead Group sees first half profit beat expectations as the train
takes the strain
In the note to clients, HSBC's analysts pointed out that Go-Ahead shares have
performed well but they can "no longer see a clear value case". They also
added, for Go-Ahead: "International expansion is interesting, but beware
execution risks."
Looking at the sector overall, the analysts noted that changes to IFRS 16
reporting will "optically change the sector's debt profile and have a varying
impact on earnings, depending on where operators are in a rail franchise's life."
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They argue, however, that investors should not get too hung up on this - a
focus on metrics used by ratings agencies suggests plenty of financial
headroom - and they continue to think that cash is the best way of measuring
an operator's investment case.
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www.go-ahead.com

Company Synopsis:

Value opportunities becoming more limited
But, the analysts added, through this lens, value opportunities in the sector are
becoming more limited.

Go-Ahead Group is a United Kingdombased company engaged in the provision of
passenger transport and aviation services.
The company operates in three divisions:
Bus, Rail and Aviation Services.
action@proactiveinvestors.com

They said: "If we strip cash generation down into rail/non-rail components,
share prices look up with events, and all except National Express are starting
to attribute some value to rail. Given the volatility in this sector, and the shortdated nature of some remaining rail franchises, that might be an issue."
The analysts added: "Arguably it's better to be growing internationally instead of bidding for new rail franchises, where
it's still not clear a lot of value can be added, and where management teams have been prone to overpay in the past,
storing up problems for the future."
They concluded: "While UK bus divisions seem over the worst of the downgrades, we shouldn't expect much in the way
of growth."
Other transport players assessed
Among other stocks in the sector, the HSBC analysts think National Express PLC (LON:NEX) has "most obvious
value".
The analysts said: "We think the share price is more than justified from the existing businesses. Additional value should
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come from M&A."
They reiterated a 'buy' rating and 475p target price on National Express shares which were trading at 401.40p, down
1%.
The analysts retained a 'hold' rating on Stagecoach with a reduced target price of 135p, down from 165p, as they said it
"looks unduly dependent on the UK and on winning rail". Stagecoach shares shed 3.6% at 132.30p.
But the analysts raised their target price for Firstgroup PLC (LON:FGP) to 90p from 80p, while keeping a 'hold' rating,
as they think the stock "could be of greater interest in time".
However, they added, "its poor track record means we are reluctant to attribute much value to the turnaround story
yet." Firstgroup shares rose 0.9% to 96p.

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
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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