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Virgin Money owner CYBG shares rise as UBS
upgrades to 'buy'

173.3

Price:

£2.49 billion

Market Cap:

1 Year Share Price Graph

Virgin Money owner CYBG PLC (LON:CYBG) shares advanced after UBS
upgraded the banking group to a 'buy' rating from 'neutral' on valuation
grounds.
CYBG's shares have fallen 30% since its third-quarter trading update in July
when it warned that net interest margin (NIM) - the difference between what it
pays for deposits and what it earns from loans - would be at the lower end of its
previously guided range.
Like the rest of UK banks, its NIM has come under pressure from tough
competition in mortgage lending.

Share Information

UBS noted that the consensus forecast for CYBG's earnings per share (EPS)
has fallen 16% since the trading update.
"This suggests that the sharp fall isn't entirely explained by Brexit and we think
the market expects further EPS cuts on expectations that NIM will continue to
shrink in 2020e," the investment bank said.
"We see this as unlikely and model a rising NIM from 2020, with EPS rising
from 2021 on expanding NIM and cost savings. We see decent upside potential
when CYBG gives new NIM guidance in three months' time and upgrade to
Buy."
UBS downgrades estimates, cuts target price
However, UBS cut its target price to 170p from 195p as it downgraded its
forecasts for EPS by 12% for 2020 and by 5-6% for 2021-2022.
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The investment bank predicts 2021 revenues and pre-tax profit will fall 4% and
5%, respectively, compared to 2018, as it sees risks to CYBG's strategic
targets - chiefly rising competition in small and medium enterprises loans/
savings deposits, and cost of risk.
"Even so, the share price, currently down c30% post the trading update, suggests market expectations are low," UBS
said.
"Historically, CYBG's share price has been highly sensitive to NIM performance, and we see NIM guidance to be
announced at full year results as a key catalyst."
CYBG, which also owns the Clydesdale and Yorkshire Banks, is in the process of renaming itself as Virgin Money
following last year's takeover of the brand.
Shares rose 3% to 145.95p in late morning trading.
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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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