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M&S well-positioned to deal with challenges, says
Barclays
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Marks and Spencer Group PLC's (LON:MKS) restructuring plan leaves it wellplaced to deal with the challenge of launching its online grocery business,
according to Barclays.
M&S announced in February that it had entered into a joint venture with Ocado,
which will give the British retailer a home delivery service for its groceries for
the first time.
READ: M&S confirms £600mln rights issue and dividend cut to fund Ocado
joint venture
As part the deal, M&S agreed to buy a 50% stake in Ocado's UK retail
business. It launched a £600mln rights issue and cut its full-year dividend to
fund the acquisition.
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M&S has been carrying out a wider restructuring of the business that includes
closing stores, reducing food promotions and reinvigorating its struggling
clothing and home business. The group has also exited overseas markets,
including China.

Barclays cuts target price for M&S shares
Barclays maintained an 'overweight' rating on M&S but lowered its target price
to 290p from 320p as reduced its profit forecasts for the next three years.
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"We think the new M&S management has outlined a sensible plan with respect
to its UK store estate, its clothing and home proposition and the loss-making
elements of its owned international business," Barclays said.
"This leaves M&S relatively well-positioned to deal with the challenges of
foreign exchange headwinds and online growth."
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Company Synopsis:
Marks and Spencer Group is a retailer of
clothing, food and home products in the
United Kingdom. The Company has 622
stores, including Simply Food franchise
stores, as well as an international business.
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The bank said M&S has seen limited headlines sales in the food business due
to two opposing trends - robust full-price sales growth, offset by weaker sales
on promotion.
"This potentially bodes well for profitability and also indicates that headline sales growth may pick up markedly from late
summer as last year's promotional changes are annualised," Barclays said.
The bank took a more cautious view on near-term clothing and home sales given last year's tough comparatives. Sales
this time last year were helped by the UK heatwave whereas this year's weather has been "unhelpful," Barclays pointed
out.
"The average impact on our pre-tax profit forecasts for the next three years is circa - 2.5% --whereas the impact on our
earnings per share forecast is circa -6.5% (higher because of the rights issue impact," it said.
Free cash flow yield 'hard to ignore'
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Barclays said cash generation has always been a core part of its investment thesis on M&S and the free cash flow yield
remains hard to ignore, even after the rights issue.
The bank estimates M&S will generate about £1.5bn of free cash flow over the next three years against a £4bn market
capitalisation.
"One might imagine that rebasing the dividend by 40% would have ended the dividend yield angle, but the weakness of
the share price means that shares today yield close to 5.5%."
M&S shares rose by 1.6% to 207.6p around noon.
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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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