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Johnson Matthey weak as Belgium's Umicore warns
on cheap cobalt supply, slowing electric vehicles
demand in China
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Market Cap:

£5985.99M
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Johnson Matthey PLC (LON:JMAT) shares were lower on Tuesday as traders
cited a read-across following a profit warning from Belgian-based chemicals
firm Umicore, which blamed cheap cobalt supplies and slowing demand for
electric vehicles in China.
Umicore said its underlying earnings (EBIT) will be around 10% below
consensus for 2019, pointing out that it had been undercut by several
competitors selling cheap cobalt, a key components in batteries that power
electric vehicles.

Share Information

READ: Johnson Matthey doubles down on electric ambitions as it strikes two
key deals
Shares in the Belgian company dropped by 15% in reaction to the warning,
helping to drag Johnson Matthey shares 1.5% lower to 3,383p in afternoon
trade in London.
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In a note reacting to the Umicore warning, UBS reiterated a 'sell' rating and
2,850p target price on Johnson Matthey shares, but pointed out that there is a
limited immediate read-across for full-year 2019 for the UK firm.
The Swiss bank's analysts said: "We see none of these issues as being
immediately relevant for JMAT which has only just announced its first
investment in battery materials."
The UBS analysts also pointed out that Umicore said its catalysts business which also overlaps with John Matthey - is actually expected to perform ahead
of consensus
But, they added: "Whilst the soft trading in auto production in 1Q19 calendar
may have some modest relevance for JMAT consensus for FY19 (we are 2%
below EBIT cons. for 2H19) the bigger issue for us is FY2020 consensus,
which currently models 7% EBIT growth."
The analysts concluded: "We have a Sell rating on JMAT seeing the capital
intensity of the group growing at a time of fragility in auto and truck markets
globally.
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Company Synopsis:
Johnson Matthey&#39;s principal activities
are the
manufacture of autocatalysts,
heavy duty diesel catalysts and pollution
control systems, catalysts and components
for fuel cells, catalysts and technologies for
chemical processes, fine chemicals,
chemical
catalysts
and
active
pharmaceutical
ingredients and the
marketing, refining, and fabrication of
precious
metals.
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"Short term we see consensus as vulnerable and over the long term we see ROCE fading materially given the
'greenfield' expansion into battery materials and the uncertainty of future margins in this industry, not to mention JMAT's
ultimate share of the global market."
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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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