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Compass heads south as Barclays downgrades for
first time in a decade
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£20.56 billion

Market Cap:

1 Year Share Price Graph

Compass Group PLC (LON:CPG) shares dropped in late-afternoon after
Barclays downgraded the group to 'equal weight' from 'overweight' for the first
time in a decade.
The investment bank said the valuation of the FTSE 100 caterer had now
reached levels that made "upside feel more limited" and that they were now
more cautious in the medium-term.
READ: Compass Group ups full-year growth expectations as contract
caterer reports "excellent" start to the year
The company's shares have had a strong run over the last six months, rising
around 15% after a cost-cutting drive helped offset lower volumes, flat margins,
and higher costs at its UK business in the latest full year.
"While we expect another excellent quarter of organic growth when the
company reports on 15th May … we are more negative about margins, even if
management has already flagged it expects a softer [first half]," the bank said.
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Barclays added that one of the key bearish points for caterers was rising capital
expenditure and a view that the industry was "becoming more capital intensive"
with a deterioration in the return on capital employed (ROCE), the measure of
how efficiently a company generates profits from its capital.
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Analysts said while they didn't see this derailing the company for the next 1-2
years, the trend was "concerning", particularly given free cash flow yields (i.e.
the amount of return a shareholder earns on their investment) was at an alltime low of 3.6%.

Compass Group is a market leader in
providing food and a range of selected
support services to customers in the
workplace, in schools and colleges, in
hospitals, at leisure or in remote
environments.

Shares were down 1.4% at 1,768.5p.
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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,
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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