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Benchmarking Primark metrics and valuation
■ Ahead of ABF’s FY trading statement on Sept 10th and FY results on 

Nov 6th, we have benchmarked Primark’s operating metrics vs retail 
peers, and compared ABF in the context of earnings downgrades and falling 
valuations across European apparel. On the whole, we agree that apparel 
retail underperformance is warranted by declining margins due to online and 
lower space growth due to maturity. Primark is better protected from these 
concerns and ABF is the only Outperform across the space, including online. 
We are making no changes to forecasts and reiterate our £33 target price. 

■ No online no problem. To date Primark has avoided the disruption and 
margin compression from ever more demanding consumers, while the fact 
that sales densities are stable and well above peers suggests no impact on 
sales. In part, this is because it has developed a best in class social media 
platform and we believe a transactional site with C&C can be introduced. 

■ Margins are increasing: Primark is the only European apparel retailer 
where we believe margins will increase this year (+50bp) and next (+40bp) 
as US$ sourcing gains are absorbed in a stable European environment. 

■ HSD space growth is sustainable if it confirms the US rollout and 
expansion into Eastern Europe reducing the risk of UK over-expansion.

■ ABF now trades on 15.4x 12m FWD PER (ex-sugar) and it discounts 
Primark at £9bn, equivalent to 1.14x sales, 9.9x EBIT and 12.7x PER. We do 
not see the need for a conglomerate discount as one asset makes up 66% of 
NAV and 60% of EBIT, however, even with a 15% discount (more than 
double the value of sugar), Primark’s valuation comes out at 1.5x sales, 
12.8x EBIT and 16.4x PER, which still material undervalues Primark vs listed 
apparel peers. 

Share price performance
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The price relative chart measures performance against the 
FTSE ALL SHARE INDEX which closed at 4113.3 on 
04/09/18
On 04/09/18 the spot exchange rate was £.9/Eu 1.- 
Eu.86/US$1

Performance 1M 3M 12M
Absolute (%) -8.2 -16.8 -32.0
Relative (%) -6.0 -13.6 -33.3

Financial and valuation metrics
Year 9/17A 9/18E 9/19E 9/20E
Revenue (£ m) 15,304 16,101 17,093 18,271
EBITDA (£ m) 1,877 1,907 1,963 2,178
Pre-tax profit adjusted (£ m) 1,310 1,351 1,407 1,617
CS EPS (adj.) (p) 127.1 132.5 138.8 159.7
Prev. EPS (p) - - - -
ROIC (%) 12.7 13.1 12.9 14.0
P/E (adj.) (x) 17.6 16.9 16.2 14.0
P/E rel. (%) 119 125 129 119
EV/EBITDA (x) 9.2 9.1 8.7 7.6
 

Dividend (09/18E, p) 43.00 Net debt/equity (09/18E,%) -7.0
Dividend yield (09/18E,%) 1.9 Net debt (09/18E, £ m) -641.2
BV/share (09/18E, £) 11.4 IC (09/18E, £ m) 8,473.5
Free float (%) 45.0 EV/IC (09/18E, (x) 2.0
Source: Company data, Thomson Reuters, Credit Suisse estimates
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Key Charts

Figure 1: Price momentum is very weak Figure 2: EPS momentum has been quite steady
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Figure 3: 12M Fwd PE lowest levels in 6 years
Figure 4: Fwd PE relative to FTSE 100 close to the 
lowest levels this decade
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Figure 5: The discounted value of Primark at the current price looks cheap vs peers even with a 15% 
conglomerate discount
Local currency share price EV (bn) Period Sales EBIT (m) EV/sales EV/EBIT PER
H&M 122 209 12m FWD 215,513 16,927 0.97 12.4 15.1

24m FWD 225,613 18,674 0.93 11.2 13.7
Inditex 25.3 72.4 12m FWD 27,641 4,561 2.62 15.9 22.0

24m FWD 29,715 4,837 2.44 15.0 20.7
Primark - CS DCF 17.8 12m FWD 7,923 908 2.24 19.6 25.1

24m FWD 8,724 1,025 2.04 17.3 22.2
Primark - current price 9.0 12m FWD 7,923 908 1.14 9.9 12.7

24m FWD 8,724 1,025 1.03 8.8 11.3
Primark - 15% discount 11.6 12m FWD 7,923 908 1.46 12.8 16.4

24m FWD 8,724 1,025 1.33 11.3 14.5
Source: Company data, Credit Suisse estimates
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Figure 6: It has not been a good year for European apparel retailers
1Week 1 Month 3 Months YTD Calendar 2017

ABF -3.2% -6.5% -13.4% -19.0% 4.8%
Asos 3.1% 1.1% -6.6% -8.2% 34.0%
M&S 0.1% 3.0% 6.9% -3.3% -8.7%
Next 1.4% -2.0% -4.2% 22.6% -7.8%
Superdry 0.2% 0.0% -6.0% -40.1% 20.0%
H&M -6.8% -6.9% -6.5% -26.8% -32.0%
Inditex -11.5% -8.1% -7.1% -12.2% -11.3%
OVS -0.7% -0.9% -16.7% -53.5% 14.3%
Zalando -3.4% -8.7% -2.2% 0.9% 18.9%
Source: Thomson Reuters Datastream

While ABF has been a poor performer this year, it is in good company with the majority of 
apparel retailers weak, even the online names. While Next has been strong this year, it’s 
partly been a reflection of the two poor years beforehand. 

The underperformance of most names has been a combination of de-rating, reflecting soft 
demand for apparel and the perception of ongoing margin pressure due to online and the 
impact of discounters, and actual earnings downgrades.

However, as we show in Figure 2, ABF’s consensus forecasts have been relatively stable 
with 18/19 consensus EPS falling 5.6% over the past 12 months and all of that coming 
from sugar, the lowest quality and most cyclical component of ABF’s earnings. Our 17/18 
EBIT forecasts for Primark have gone from £808m, with a 10.1% margin to £829m, a 
10.9% over that period. Apart from Next, Primark is the only apparel retailer where we 
have increased forecasts over the past year.

That’s not to say that Primark has had a seamless year. 

 1H LFL of -1.5% were weak, especially in Europe (est -5.5%) thanks to very poor 
trading in October and February, and there are question marks over the customer 
appeal of the proposition in Germany and a lesser extent Netherlands. 2H (est 
LFL -0.4%) should be largely back to normal. 

 Space growth (est 7.6% vs 12.5% the prior year) has been disappointing with 
adverse phasing of openings, some new stores slipping, downsizing of three US 
stores and the fire in the Belfast store. 

However, we still regard Primark’s L-T growth prospects as being by far the 
strongest of the store-based retailers and over the next year we would expect it to 
confirm the rollout in the US (bearing in mind the need for c20 stores to break even), and 
expansion plans in Eastern Europe. We believe that Primark can grow space at a high 
single digit rate in the medium term while slowing growth in the UK. 

Not being online is still an advantage. Online retailing has proven to be problematic for 
virtually all retailers. 

 Operationally, many have had issues introducing new IT and Logistics, 

 Even best in class retailers (Next/ITX) are seeing cost de-leverage from channel 
shift in our view,  

 Consumers are becoming ever more demanding, expecting Amazon Prime-like 
service levels, leading to fulfilment de-leverage from smaller baskets/greater 
frequency and shorter delivery times. 

To date, Primark’s lack of a home delivery option does not seem to have impacted it in any 
way. Its sales densities remain well above that of most peers and have been very steady.
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Figure 7: Primark’s space growth and sales densities are well above peers
Calendar year 2014 2015 2016 2017 2018 2019 2020 2021 
Primark space growth 12.8% 12.0% 9.0% 12.5% 7.6% 8.3% 9.8% 9.5%

sales density (£psf) 516 501 512 538 528 533 538 543
sales density (EURpsm) 6,605 7,046 6,933 6,500 6,322 6,354 6,412 6,470

H&M space growth 13.2% 13.5% 13.3% 11.1% 7.6% 4.9% 4.8% 6.0%
space contbn 9.5% 9.7% 10.1% 7.7% 5.8% 3.8% 3.8% 5.0%
sales density (EURpsm) 3,834 3,878 3,574 3,155 3,122 3,122 3,111 3,085

Inditex space growth 9.6% 8.9% 8.4% 7.3% 6.7% 5.9% 5.7% 5.5%
space contbn 7.0% 6.5% 6.5% 5.9% 5.2% 4.7% 4.6% 4.4%
sales density (EURpsm) 5,051 5,350 5,507 5,578 5,502 5,561 5,680 5,781

Next space growth 4.7% 4.3% 4.0% 2.8% 0.9% 1.2% 1.2% 1.0%
space contbn 3.4% 2.9% 2.6% 1.8% 0.5% 0.6% 0.6% 0.5%
Retail sales (£psf) 326 317 296 265 249 235 222 210
Retail sales (EURpsm) 4,283 4,573 4,342 3,283 3,049 2,868 2,709 2561 
Brand Sales (£psf) 541 539 518 501 513 518 520 525 
Brand Sales (EURpsm) 7,101 7,769 7,598 6,202 6,294 6,323 6,352 6408 

Source: Company data, Credit Suisse estimates

We don’t believe that it possible to build a supply chain and logistics platform 
which can accommodate multi-channel retailing efficiently at Primark’s price points, 
and even the pure play operators such as Boohoo and Missguided remain very small by 
comparison. Over time, we would expect Primark to upgrade to a transactional website 
and collect in store delivery, which we believe can be accommodated without 
compromising the efficiency of the logistics platform.

In our view, the biggest advantage of the internet for most apparel retailers, is not 
the ability to transact online, it’s the ability to communicate directly with customers 
cheaply in real time. Here we regard Primark as being best in class, with nearly 6m 
followers on Instagram and an average of 7m likes per month, similar to H&M brand and 
the entire Inditex group.

Figure 8:  Primark’s social media engagement is best in class
Group Brand Followers 

(per month)
Page Likes 

(per month)
Posts (per 

month)
Posts (per 

month)
Likes (per 

month)
Post Likes 

(per month)
Comments 

(per month)
Post Comments 

(per month)
Instagram Facebook Instagram Facebook Instagram Facebook Instagram Facebook

H&M Total  32,589,522  36,621,318  350  120  9,971,374  44,558  37,428  825 
H&M  25,914,474  35,194,242  87  30  7,831,059  17,457  24,371  439 

Inditex Total  47,577,204  57,382,883  335  151  7,493,720  289,057  27,129  4,493 
Zara  26,700,868  26,654,525  35  37  2,153,453  39,252  8,913  1,267 
Bershka  5,886,123  11,102,986  34  34  1,518,087  117,881  4,568  1,112 

ABF Primark  5,884,724  5,566,604  163  46  7,026,745  16,494  92,463  18,009 
Asos -  7,329,297  5,719,566  92  36  1,427,240  17,946  11,254  10,522 
Zalando -  513,045  6,048,948  55  30  107,364  62,858  714  5,395 
Boohoo Boohoo  4,615,224  2,750,190  213  487  2,936,288  418,635  99,843  261,873 
Missguided -  3,057,293  1,211,847  110  73  1,871,487  64,269  67,086  23,757 
Next -  na  2,245,606  na  60  na  37,295  na  11,555 
M&S -  822,531  5,219,073  53  55  212,197  99,892  6,124  26,233 
Source: Monatair

While the entire sector has seen margin attrition in recent years, to a large degree due to 
US$ strength, Primark’s is the only where we expect margins to start to recover this year.
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Figure 9: US$ purchasing should be materially positive for the next year
9m lag Effective FX 

(£/US$)
% chg Effective FX 

(US$/EUR)
% chg % chg - combined

SS 15 1.678 9.2% 1.356 3.8% 6.6%
AW 15 1.558 -4.5% 1.200 -11.8% -7.9%
SS 16 1.530 -8.8% 1.109 -18.2% -13.5%
AW 16 1.488 -4.5% 1.099 -8.4% -6.5%
SS 17 1.386 -9.4% 1.128 1.7% -3.4%
AW 17 1.282 -13.9% 1.078 -1.8% -7.3%
SS 18 1.273 -8.2% 1.133 0.4% -3.3%
AW 18 1.323 3.2% 1.184 9.8% 7.0%
SS 19 1.368 7.5% 1.205 6.4% 6.8%
AW 19 1.286 -2.8% 1.157 -2.2% -2.5%
Source: Thomson Reuters Datastream, Credit Suisse estimates

This is largely due to US$ input costs which started to turn positive in Spring/Summer 18 
in Europe and which will turn positive in Autumn/Winter in the UK.  

Will buying gains be retained? We believe on the whole they will. With the US$ starting 
to recover, retailers will be less prone to reinvest US$ gains knowing that they will have to 
increase prices in less than a year.

We are seeing reasonable signs of price stability in the UK at higher price points:

Figure 10: Upper price points
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..and at opening price points. Noting that Primark retains significant advantage vs peers at 
both ends of the pricing spectrum.
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Figure 11: Opening price point basket
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Consequently we continue to expect 2H 17/18 margins to be +110bp Y/Y. 

For 18/19 we forecast margins +40bp, and while there might be some risk to our 1% LFL, 
given the UK environment, given soft comps in 1H, and that FX is materially more positive 
for most of the year, this should be achievable.

Figure 12: Quarterly sales and margin forecasts
Year to Sept 2016 2017 2018 2019

FY 1Q 2Q 1H 3Q 4Q 2H FY 1Q 2Q 1H 3Q 4Q 2H FY FY
Weeks 16 8 24 16 12 28 52 16 8 24 16 12 28 52

6/1 3/3 3/3 24/6 16/9 16/9 16/9 6/1 3/3 3/3 23/6
LFL UK -2.0% 2.0% 2.0% 2.0% 5.0% 5.0% 5.5% 4.5% 3.5% 3.5% 3.5% 1.0% 2.0% 1.5% 2.4% 1.0%
LFL Europe -2.0% -2.0% -2.0% -2.0% -1.5% -2.5% -2.0% -2.0% -5.0% -6.0% -5.5% -2.0% -2.0% -2.0% -3.6% 1.0%
LFL -2.0% 0.0% 0.0% 0.0% 2.2% 1.2% 2.0% 1.5% -1.1% -2.0% -1.5% -0.5% -0.4% -0.4% -0.9% 1.0%
Space Contbn 9.0% 12.0% 11.0% 11.0% 13.0% 14.0% 13.0% 12.5% 8.5% 8.0% 8.1% 6.5% 7.5% 7.2% 7.6% 8.3%
LC growth 7.0% 12.0% 11.0% 11.0% 15.0% 15.2% 15.0% 14.0% 7.4% 6.0% 6.6% 6.0% 7.1% 6.8% 6.7% 9.3%
FX 2.0% 11.0% 6.0% 8.8% 6.0% 2.0% 4.0% 6.7% 1.4% 2.2% 1.9% 0.9% -0.8% 0.1% 0.8% 0.0%
% chg rep 20.0% 23.0% 17.0% 20.8% 21.0% 17.2% 19.0% 18.6% 8.8% 8.2% 7.9% 6.9% 6.3% 6.8% 7.3% 9.3%
Sales (£m) 5,949 3,222 3,831 7,053 3,477 4,093 7,570 8,277
EBIT (£m) 689 323 412 735 341 488 829 935
% sales 11.6% 10.0% 10.8% 10.4% 9.8% 11.9% 10.9% 11.3%
Source: Company data, Credit Suisse estimates

This is in stark contrast to our other apparel retailers (also including Asos and Zalando) 
where we expect margins to be down this year and next. 

Figure 13: Primark is the online apparel retailers where we expect margins to expand
Calendar year 2012 2013 2014 2015 2016 2017 2018 2019 2020 
Primark 10.2% 12.0% 13.4% 12.6% 11.6% 10.4% 10.9% 11.3% 11.5%
H&M 18.0% 17.2% 16.9% 14.9% 12.4% 10.3% 8.0% 7.8% 8.4%
Inditex 19.5% 18.4% 17.7% 17.6% 17.2% 17.0% 16.7% 16.4% 16.2%
Next (Group EBIT) 18.2% 19.4% 20.2% 20.5% 20.0% 18.5% 18.0% 17.7% 17.0%
Source: Company data, Credit Suisse estimates

Article intended for:

flanagan#clothesource.net



5 September 2018

Associated British Foods (ABF.L) 7

Valuation – sugar is largely irrelevant:
In our recent report: ABF- Kitchen sinking sugar, and why it doesn’t matter, we cut our 
18/19 EBIT forecasts for Sugar from £126m to £28m, given low world sugar prices, and do 
not believe that this is necessarily a worst case scenario, depending on how long it takes 
excess inventory to clear. With Ilovo contributing c£100m pa in markets which are well 
insulated from global pricing in Africa, this implies that British Sugar and Ebro in Spain can 
contribute significant losses at the bottom of the cycle. Clearly, there is additional risk to 
the UK sugar regime given Brexit, however it’s hard to conceive of a scenario where the 
lowest cost producer in Europe, under the current regime, does not make money in the 
medium term. Our valuation for sugar remains £1.75bn, ie 7x EBITDA, based on M-T EBIT 
of £170m vs an average of £248m pa over the past 8 years, and most of this can be 
attributed to Ilovo. Sugar does add materially to the volatility of profits, but, at just 6.6% of 
our SOTP, it’s largely irrelevant. 

Figure 14: PBT growth ex sugar has been very consistent
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Source: Company data, Credit Suisse estimates

Our valuation for Grocery/Ingredients and central costs is 18x PER, based on current year 
earnings, excluding £30m of bread losses.

Our Primark valuation is based on a DCF with our existing EBIT forecasts, ie peaking at 
11.7% in 2021/22 and declining to 10.4% in perpetuity. 

The only item we flex in our Blue/Grey Sky scenarios are space growth over the next 20Y, 
with:

- Blue Sky growing space 4x including a full US rollout (450 stores), 

- Grey sky increasing space by 73% (no US and curtailed European rollout) 

- Base case adding 150% including we assume modest penetration of Eastern 
Europe and US. 
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Figure 15: Base case and Blue/Grey Sky valuations
BASE CASE BLUE SKY GREY SKY

£m £/share £m £/share £m £/share
Primark FCFs 9,215 11.7 9,952 12.60 7,043 8.92
Primark terminal value 8,153 10.3 13,743 17.40 4,053 5.13
Primark DCF 17,368 22.0 23,695 29.99 11,096 14.05
Value of Sugar 1,750 2.2 2,059 2.22 1,453 2.22
Value of food/ingredients 6,466 8.2 7,543 8.18 6,286 8.18
Bread losses -200 -0.3 -200 -0.25 -200 -0.25
Cash/(Debt) 673 0.9 673 0.85 673 0.85
APV value 26,057 33.0 33,770 43.00 19,308 24.50
Target price 3,300 4,300 2,450
Source: Company data, Credit Suisse estimates

While listed apparel peers have de-rated over the past two years, we believe that has 
been justified given slowing space growth, declining sales densities and weak margins. 
However, we do not see these concerns as being relevant for Primark. Space growth 
should remain at c9% pa, sales densities are high, inventory is low and we remain more 
confident in its margin recovery potential than for peers.  

With the shares trading at a 32% discount to our SOTP, it is worth considering at what 
price this discounts Primark.

Figure 16: Implied price for Primark at the current share price
Local currency share price EV (bn) Period Sales EBIT (m) EV/sales EV/EBIT PER
H&M 122 209 12m FWD 215,513 16,927 0.97 12.4 15.1

24m FWD 225,613 18,674 0.93 11.2 13.7
Inditex 25.3 72.4 12m FWD 27,641 4,561 2.62 15.9 22.0

24m FWD 29,715 4,837 2.44 15.0 20.7
Primark - CS DCF 17.8 12m FWD 7,923 908 2.24 19.6 25.1

24m FWD 8,724 1,025 2.04 17.3 22.2
Primark - current price 9.0 12m FWD 7,923 908 1.14 9.9 12.7

24m FWD 8,724 1,025 1.03 8.8 11.3
Primark - 15% discount 11.6 12m FWD 7,923 908 1.46 12.8 16.4

24m FWD 8,724 1,025 1.33 11.3 14.5
Source: Company data, Credit Suisse estimates

At the current share price, excluding the full value of the other assets, we calculate this 
discounts Primark at £9bn, equivalent to 1.14x sales, 9.9x EBIT and 12.7x PER.

We have never seen the need for a conglomerate discount given that one asset makes up 
two thirds of the asset base and 60% of EBIT, however, even if one assigns a 15% 
conglomerate discount (more than double the value of the sugar), Primark’s valuation 
comes out at 1.5x sales, 12.8x EBIT and 16.4x PER, which still materially undervalues 
Primark vs listed apparel peers. 
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Companies Mentioned (Price as of 04-Sep-2018)
ASOS Plc (ASOS.L, 6192.0p)
Associated British Foods (ABF.L, 2243.0p, OUTPERFORM, TP 3300.0p)
Boohoo Group (BOOH.L, 175.6p)
Hennes & Mauritz (HMb.ST, Skr122.06)
Inditex (ITX.MC, €25.25)
Marks & Spencer (MKS.L, 298.4p)
OVS Spa (OVS.MI, €2.53)
Superdry (SDRY.L, 1179.0p)
The Gap, Inc. (GPS.N, $30.22)
Zalando (ZALG.DE, €43.94)

Disclosure Appendix
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I, Simon Irwin, certify that (1) the views expressed in this report accurately reflect my personal views about all of the subject companies and 
securities and (2) no part of my compensation was, is or will be directly or indirectly related to the specific recommendations or views expressed in 
this report.

3-Year Price and Rating History for Associated British Foods (ABF.L)

ABF.L Closing Price Target Price   
Date (p) (p) Rating  
07-Sep-15 3113.00 3250.00 O  
22-Feb-16 3295.00 3450.00   
19-Apr-16 3413.00 3550.00   
13-Apr-17 2709.00 3200.00   
06-Jul-17 2997.00 3350.00   
01-Sep-17 3319.00 3600.00   
20-Nov-17 3095.00 3700.00 *  
09-Apr-18 2572.00 3300.00   
* Asterisk signifies initiation or assumption of coverage.
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As of December 10, 2012 Analysts’ stock rating are defined as follows:
Outperform (O) : The stock’s total return is expected to outperform the relevant benchmark* over the next 12 months.
Neutral (N) : The stock’s total return is expected to be in line with the relevant benchmark* over the next 12 months.
Underperform (U) : The stock’s total return is expected to underperform the relevant benchmark* over the next 12 months.
 *Relevant benchmark by region: As of 10th December 2012, Japanese ratings are based on a stock’s total return relative to the analyst's coverage universe which 
consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the most attractive, Neutrals the less attractive, and 
Underperforms the least attractive investment opportunities. As of 2nd October 2012, U.S. and Canadian as well as European ratings are based on a stock’s total 
return relative to the analyst's coverage universe which consists of all companies covered by the analyst within the relevant sector, with Outperforms representing the 
most attractive, Neutrals the less attractive, and Underperforms the least attractive investment opportunities. For Latin American and Asia stocks (excluding Japan 
and Australia), ratings are based on a stock’s total return relative to the average total return of the relevant country or regional benchmark (India - S&P BSE Sensex 
Index); prior to 2nd October 2012 U.S. and Canadian ratings were based on (1) a stock’s absolute total return potential to its current share price and (2) the relative 
attractiveness of a stock’s total return potential within an analyst’s coverage universe. For Australian and New Zealand stocks, the expected total return (ETR) 
calculation includes 12-month rolling dividend yield. An Outperform rating is assigned where an ETR is greater than or equal to 7.5%; Underperform where an ETR 
less than or equal to 5%. A Neutral may be assigned where the ETR is between -5% and 15%. The overlapping rating range allows analysts to assign a rating that 
puts ETR in the context of associated risks. Prior to 18 May 2015, ETR ranges for Outperform and Underperform ratings did not overlap with Neutral thresholds 
between 15% and 7.5%, which was in operation from 7 July 2011.
Restricted (R) : In certain circumstances, Credit Suisse policy and/or applicable law and regulations preclude certain types of communications, 
including an investment recommendation, during the course of Credit Suisse's engagement in an investment banking transaction and in certain other 
circumstances.
Not Rated (NR) : Credit Suisse Equity Research does not have an investment rating or view on the stock or any other securities related to the 
company at this time.
Not Covered (NC) : Credit Suisse Equity Research does not provide ongoing coverage of the company or offer an investment rating or investment 
view on the equity security of the company or related products.
Volatility Indicator [V] : A stock is defined as volatile if the stock price has moved up or down by 20% or more in a month in at least 8 of the past 24 
months or the analyst expects significant volatility going forward.
Analysts’ sector weightings are distinct from analysts’ stock ratings and are based on the analyst’s expectations for the fundamentals and/or 
valuation of the sector* relative to the group’s historic fundamentals and/or valuation:
Overweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is favorable over the next 12 months.
Market Weight : The analyst’s expectation for the sector’s fundamentals and/or valuation is neutral over the next 12 months.
Underweight : The analyst’s expectation for the sector’s fundamentals and/or valuation is cautious over the next 12 months.
 *An analyst’s coverage sector consists of all companies covered by the analyst within the relevant sector. An analyst may cover multiple sectors.
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Credit Suisse's distribution of stock ratings (and banking clients) is:

Global Ratings Distribution
Rating Versus universe (%) Of which banking clients (%)
Outperform/Buy* 48% (63% banking clients)
Neutral/Hold* 38% (58% banking clients)
Underperform/Sell* 12% (54% banking clients)
Restricted 2%
*For purposes of the NYSE and FINRA ratings distribution disclosure requirements, our stock ratings of Outperform, Neutral, and Underperform most closely 
correspond to Buy, Hold, and Sell, respectively; however, the meanings are not the same, as our stock ratings are determined on a relative basis. (Please refer to 
definitions above.) An investor's decision to buy or sell a security should be based on investment objectives, current holdings, and other individual factors.

Important Global Disclosures 
Credit Suisse’s research reports are made available to clients through our proprietary research portal on CS PLUS. Credit Suisse research products 
may also be made available through third-party vendors or alternate electronic means as a convenience. Certain research products are only made 
available through CS PLUS. The services provided by Credit Suisse’s analysts to clients may depend on a specific client’s preferences regarding the 
frequency and manner of receiving communications, the client’s risk profile and investment, the size and scope of the overall client relationship with 
the Firm, as well as legal and regulatory constraints. To access all of Credit Suisse’s research that you are entitled to receive in the most timely 
manner, please contact your sales representative or go to https://plus.credit-suisse.com . 
Credit Suisse’s policy is to update research reports as it deems appropriate, based on developments with the subject company, the sector or the 
market that may have a material impact on the research views or opinions stated herein.
Credit Suisse's policy is only to publish investment research that is impartial, independent, clear, fair and not misleading. For more detail please refer 
to Credit Suisse's Policies for Managing Conflicts of Interest in connection with Investment Research: https://www.credit-
suisse.com/sites/disclaimers-ib/en/managing-conflicts.html . 
Credit Suisse does not provide any tax advice. Any statement herein regarding any US federal tax is not intended or written to be used, and cannot 
be used, by any taxpayer for the purposes of avoiding any penalties.
Credit Suisse has decided not to enter into business relationships with companies that Credit Suisse has determined to be involved in the 
development, manufacture, or acquisition of anti-personnel mines and cluster munitions. For Credit Suisse's position on the issue, please see 
https://www.credit-suisse.com/media/assets/corporate/docs/about-us/responsibility/banking/policy-summaries-en.pdf . 
The analyst(s) responsible for preparing this research report received compensation that is based upon various factors including Credit Suisse's total 
revenues, a portion of which are generated by Credit Suisse's investment banking activities

Target Price and Rating
Valuation Methodology and Risks: (12 months) for Associated British Foods (ABF.L)

Method: Our target price of £33 is based on our sum-of-the-parts valuation together with a DCF on the Primark business, which assumes a cost of 
equity of 7.5% and long term growth of 1%. AB Foods’ retail business (Primark) is now over 60% of its profits and key to earnings, and 
with store openings accelerating (now present in the US), we believe it is an under-valued long term growth compounder and an attractive 
structural growth story, which is hard to find elsewhere. Hence we rate the shares Outperform.

Risk: Key risks to our £33 target price and Outperform rating include: British Sugar could be impacted by the shift in EU Sugar legislation or by 
EU sugar prices, while Primark's risks involve the roll-out of new stores (US success is not guaranteed) and possible competition from 
other high street retailers at the discount end of the market.

Please refer to the firm's disclosure website at https://rave.credit-suisse.com/disclosures/view/selectArchive for the definitions of abbreviations 
typically used in the target price method and risk sections. 
See the Companies Mentioned section for full company names 
Credit Suisse currently has, or had within the past 12 months, the following as investment banking client(s): ABF.L, ZALG.DE, MKS.L, OVS.MI
Credit Suisse provided investment banking services to the subject company (ABF.L, ZALG.DE, MKS.L, OVS.MI) within the past 12 months.
Within the last 12 months, Credit Suisse has received compensation for non-investment banking services or products from the following issuer(s): 
ITX.MC, OVS.MI
Credit Suisse has managed or co-managed a public offering of securities for the subject company (OVS.MI) within the past 12 months.
Within the past 12 months, Credit Suisse has received compensation for investment banking services from the following issuer(s): ABF.L, OVS.MI
Credit Suisse expects to receive or intends to seek investment banking related compensation from the subject company (ABF.L, ASOS.L, ZALG.DE, 
GPS.N, MKS.L, OVS.MI) within the next 3 months.
Credit Suisse currently has, or had within the past 12 months, the following issuer(s) as client(s), and the services provided were non-investment-
banking, securities-related: OVS.MI
Credit Suisse currently has, or had within the past 12 months, the following issuer(s) as client(s), and the services provided were non-investment-
banking, non securities-related: ITX.MC
Credit Suisse or a member of the Credit Suisse Group is a market maker or liquidity provider in the securities of the following subject issuer(s): 
ASOS.L, ABF.L, HMb.ST, ITX.MC, MKS.L, OVS.MI, GPS.N, ZALG.DE
A member of the Credit Suisse Group is party to an agreement with, or may have provided services set out in sections A and B of Annex I of 
Directive 2014/65/EU of the European Parliament and Council ("MiFID Services") to, the subject issuer (ABF.L, HMb.ST, ITX.MC, ASOS.L, 
ZALG.DE, GPS.N, MKS.L, OVS.MI) within the past 12 months.
As of the end of the preceding month, Credit Suisse beneficially own 1% or more of a class of common equity securities of (ABF.L, OVS.MI).
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Credit Suisse beneficially holds >0.5% short position of the total issued share capital of the subject company (ABF.L).
For date and time of production, dissemination and history of recommendation for the subject company(ies) featured in this report, disseminated 
within the past 12 months, please refer to the link: https://rave.credit-
suisse.com/disclosures/view/report?i=378206&v=3hwa5ujn16n41ntv9a1q1fn26 . 
Important Regional Disclosures 
Singapore recipients should contact Credit Suisse AG, Singapore Branch for any matters arising from this research report.
The analyst(s) involved in the preparation of this report may participate in events hosted by the subject company, including site visits. Credit Suisse 
does not accept or permit analysts to accept payment or reimbursement for travel expenses associated with these events.
Restrictions on certain Canadian securities are indicated by the following abbreviations: NVS--Non-Voting shares; RVS--Restricted Voting Shares; 
SVS--Subordinate Voting Shares.
Individuals receiving this report from a Canadian investment dealer that is not affiliated with Credit Suisse should be advised that this report may not 
contain regulatory disclosures the non-affiliated Canadian investment dealer would be required to make if this were its own report.
For Credit Suisse Securities (Canada), Inc.'s policies and procedures regarding the dissemination of equity research, please visit https://www.credit-
suisse.com/sites/disclaimers-ib/en/canada-research-policy.html.
Credit Suisse International (Credit Suisse) acts as broker to (ABF.L).
Principal is not guaranteed in the case of equities because equity prices are variable.
Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that.
This research report is authored by:
Credit Suisse International ......................................................................................................................................................................Simon Irwin
To the extent this is a report authored in whole or in part by a non-U.S. analyst and is made available in the U.S., the following are important 
disclosures regarding any non-U.S. analyst contributors: The non-U.S. research analysts listed below (if any) are not registered/qualified as research 
analysts with FINRA. The non-U.S. research analysts listed below may not be associated persons of CSSU and therefore may not be subject to the 
FINRA 2241 and NYSE Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a 
research analyst account.
Credit Suisse International ......................................................................................................................................................................Simon Irwin
Important disclosures regarding companies that are the subject of this report are available by calling +1 (877) 291-2683. The same important 
disclosures, with the exception of valuation methodology and risk discussions, are also available on Credit Suisse’s disclosure website at 
https://rave.credit-suisse.com/disclosures . For valuation methodology and risks associated with any recommendation, price target, or rating 
referenced in this report, please refer to the disclosures section of the most recent report regarding the subject company. 
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This report is produced by subsidiaries and affiliates of Credit Suisse operating under its Global Markets Division. For more information on our structure, please use the following link: https://www.credit-suisse.com/who-we-are This report may 
contain material that is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use 
would be contrary to law or regulation or which would subject Credit Suisse or its affiliates ("CS") to any registration or licensing requirement within such jurisdiction. All material presented in this report, unless specifically indicated otherwise, is 
under copyright to CS. None of the material, nor its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of CS. All trademarks, service marks 
and logos used in this report are trademarks or service marks or registered trademarks or service marks of CS or its affiliates.The information, tools and material presented in this report are provided to you for information purposes only and are 
not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or other financial instruments. CS may not have taken any steps to ensure that the securities referred to in this report are suitable for 
any particular investor. CS will not treat recipients of this report as its customers by virtue of their receiving this report. The investments and services contained or referred to in this report may not be suitable for you and it is recommended that 
you consult an independent investment advisor if you are in doubt about such investments or investment services. Nothing in this report constitutes investment, legal, accounting or tax advice, or a representation that any investment or strategy 
is suitable or appropriate to your individual circumstances, or otherwise constitutes a personal recommendation to you. CS does not advise on the tax consequences of investments and you are advised to contact an independent tax adviser. 
Please note in particular that the bases and levels of taxation may change. Information and opinions presented in this report have been obtained or derived from sources believed by CS to be reliable, but CS makes no representation as to their 
accuracy or completeness. CS accepts no liability for loss arising from the use of the material presented in this report, except that this exclusion of liability does not apply to the extent that such liability arises under specific statutes or regulations 
applicable to CS. This report is not to be relied upon in substitution for the exercise of independent judgment. CS may have issued, and may in the future issue, other communications that are inconsistent with, and reach different conclusions 
from, the information presented in this report. Those communications reflect the different assumptions, views and analytical methods of the analysts who prepared them and CS is under no obligation to ensure that such other communications 
are brought to the attention of any recipient of this report. Some investments referred to in this report will be offered solely by a single entity and in the case of some investments solely by CS, or an associate of CS or CS may be the only market 
maker in such investments. Past performance should not be taken as an indication or guarantee of future performance, and no representation or warranty, express or implied, is made regarding future performance. Information, opinions and 
estimates contained in this report reflect a judgment at its original date of publication by CS and are subject to change without notice. The price, value of and income from any of the securities or financial instruments mentioned in this report can 
fall as well as rise. The value of securities and financial instruments is subject to exchange rate fluctuation that may have a positive or adverse effect on the price or income of such securities or financial instruments. Investors in securities such 
as ADR's, the values of which are influenced by currency volatility, effectively assume this risk. Structured securities are complex instruments, typically involve a high degree of risk and are intended for sale only to sophisticated investors who are 
capable of understanding and assuming the risks involved. The market value of any structured security may be affected by changes in economic, financial and political factors (including, but not limited to, spot and forward interest and exchange 
rates), time to maturity, market conditions and volatility, and the credit quality of any issuer or reference issuer. Any investor interested in purchasing a structured product should conduct their own investigation and analysis of the product and 
consult with their own professional advisers as to the risks involved in making such a purchase. Some investments discussed in this report may have a high level of volatility. High volatility investments may experience sudden and large falls in 
their value causing losses when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments the potential losses may exceed the amount of initial investment and, in such 
circumstances, you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial capital paid to make the investment may be used as part of that income yield. Some 
investments may not be readily realisable and it may be difficult to sell or realise those investments, similarly it may prove difficult for you to obtain reliable information about the value, or risks, to which such an investment is exposed. This report 
may provide the addresses of, or contain hyperlinks to, websites. Except to the extent to which the report refers to website material of CS, CS has not reviewed any such site and takes no responsibility for the content contained therein. Such 
address or hyperlink (including addresses or hyperlinks to CS's own website material) is provided solely for your convenience and information and the content of any such website does not in any way form part of this document. Accessing such 
website or following such link through this report or CS's website shall be at your own risk.

This report is issued and distributed in European Union (except Switzerland): by Credit Suisse Securities (Europe) Limited, One Cabot Square, London E14 4QJ, England, which is authorised by the Prudential Regulation Authority and 
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. Germany: Credit Suisse (Deutschland) Aktiengesellschaft regulated by the Bundesanstalt fuer Finanzdienstleistungsaufsicht ("BaFin"). United States and 
Canada: Credit Suisse Securities (USA) LLC; Switzerland: Credit Suisse AG; Brazil: Banco de Investimentos Credit Suisse (Brasil) S.A or its affiliates; Mexico: Banco Credit Suisse (México), S.A. (transactions related to the securities 
mentioned in this report will only be effected in compliance with applicable regulation); Japan: by Credit Suisse Securities (Japan) Limited, Financial Instruments Firm, Director-General of Kanto Local Finance Bureau ( Kinsho) No. 66, a 
member of Japan Securities Dealers Association, The Financial Futures Association of Japan, Japan Investment Advisers Association, Type II Financial Instruments Firms Association; Hong Kong: Credit Suisse (Hong Kong) Limited; 
Australia: Credit Suisse Equities (Australia) Limited; Thailand: Credit Suisse Securities (Thailand) Limited, regulated by the Office of the Securities and Exchange Commission, Thailand, having registered address at 990 Abdulrahim Place, 
27th Floor, Unit 2701, Rama IV Road, Silom, Bangrak, Bangkok10500, Thailand, Tel. +66 2614 6000; Malaysia: Credit Suisse Securities (Malaysia) Sdn Bhd; Singapore: Credit Suisse AG, Singapore Branch; India: Credit Suisse Securities 
(India) Private Limited (CIN no.U67120MH1996PTC104392) regulated by the Securities and Exchange Board of India as Research Analyst (registration no. INH 000001030) and as Stock Broker (registration no. INB230970637; 
INF230970637; INB010970631; INF010970631), having registered address at 9th Floor, Ceejay House, Dr.A.B. Road, Worli, Mumbai - 18, India, T- +91-22 6777 3777; South Korea: Credit Suisse Securities (Europe) Limited, Seoul Branch; 
Taiwan: Credit Suisse AG Taipei Securities Branch;  Indonesia:  PT Credit Suisse Sekuritas Indonesia; Philippines:Credit Suisse Securities (Philippines ) Inc., and elsewhere in the world by the relevant authorised affiliate of the above.
Additional Regional Disclaimers
Hong Kong: Credit Suisse (Hong Kong) Limited ("CSHK") is licensed and regulated by the Securities and Futures Commission of Hong Kong under the laws of Hong Kong, which differ from Australian laws. CSHKL does not hold an Australian 
financial services licence (AFSL) and is exempt from the requirement to hold an AFSL under the Corporations Act 2001 (the Act) under Class Order 03/1103 published by the ASIC in respect of financial services provided to Australian 
wholesale clients (within the meaning of section 761G of the Act). Research on Taiwanese securities produced by Credit Suisse AG, Taipei Securities Branch has been prepared by a registered Senior Business Person. 
Australia (to the extent services are offered in Australia): Credit Suisse Securities (Europe) Limited (“CSSEL”) and Credit Suisse International (“CSI”) are authorised by the Prudential Regulation Authority and regulated by the Financial Conduct 
Authority (“FCA”) and the Prudential Regulation Authority under UK laws, which differ from Australian Laws. CSSEL and CSI do not hold an Australian Financial Services Licence (“AFSL”) and are exempt from the requirement to hold an AFSL 
under the Corporations Act (Cth) 2001 (“Corporations Act”) under Class Order 03/1099 published by the Australian Securities and Investments Commission (“ASIC”), in respect of the financial services provided to Australian wholesale clients 
(within the meaning of section 761G of the Corporations Act). This material is not for distribution to retail clients and is directed exclusively at Credit Suisse's professional clients and eligible counterparties as defined by the FCA, and wholesale 
clients as defined under section 761G of the Corporations Act. Credit Suisse (Hong Kong) Limited (“CSHK”) is licensed and regulated by the Securities and Futures Commission of Hong Kong under the laws of Hong Kong, which differ from 
Australian laws. CSHKL does not hold an AFSL and is exempt from the requirement to hold an AFSL under the Corporations Act under Class Order 03/1103 published by the ASIC in respect of financial services provided to Australian 
wholesale clients (within the meaning of section 761G of the Corporations Act). Credit Suisse Securities (USA) LLC (CSSU) and Credit Suisse Asset Management LLC (CSAM LLC) are licensed and regulated by the Securities Exchange 
Commission of the United States under the laws of the United States, which differ from Australian laws. CSSU and CSAM LLC do not hold an AFSL and is exempt from the requirement to hold an AFSL under the Corporations Act under Class 
Order 03/1100 published by the ASIC in respect of financial services provided to Australian wholesale clients (within the meaning of section 761G of the Corporations Act). 
Malaysia: Research provided to residents of Malaysia is authorised by the Head of Research for Credit Suisse Securities (Malaysia) Sdn Bhd, to whom they should direct any queries on +603 2723 2020. 
Singapore: This report has been prepared and issued for distribution in Singapore to institutional investors, accredited investors and expert investors (each as defined under the Financial Advisers Regulations) only, and is also distributed by 
Credit Suisse AG, Singapore Branch to overseas investors (as defined under the Financial Advisers Regulations). Credit Suisse AG, Singapore Branch may distribute reports produced by its foreign entities or affiliates pursuant to an 
arrangement under Regulation 32C of the Financial Advisers Regulations. Singapore recipients should contact Credit Suisse AG, Singapore Branch at +65-6212-2000 for matters arising from, or in connection with, this report. By virtue of your 
status as an institutional investor, accredited investor, expert investor or overseas investor, Credit Suisse AG, Singapore Branch is exempted from complying with certain compliance requirements under the Financial Advisers Act, Chapter 110 
of Singapore (the “FAA”), the Financial Advisers Regulations and the relevant Notices and Guidelines issued thereunder, in respect of any financial advisory service which Credit Suisse AG, Singapore Branch may provide to you. 
EU: This report has been produced by subsidiaries and affiliates of Credit Suisse operating under its Global Markets Division 
In jurisdictions where CS is not already registered or licensed to trade in securities, transactions will only be effected in accordance with applicable securities legislation, which will vary from jurisdiction to jurisdiction and may require that the trade 
be made in accordance with applicable exemptions from registration or licensing requirements. 
This material is issued and distributed in the U.S. by CSSU, a member of NYSE, FINRA, SIPC and the NFA, and CSSU accepts responsibility for its contents. Clients should contact analysts and execute transactions through a Credit Suisse 
subsidiary or affiliate in their home jurisdiction unless governing law permits otherwise. 
Please note that this research was originally prepared and issued by CS for distribution to their market professional and institutional investor customers. Recipients who are not market professional or institutional investor customers of CS should 
seek the advice of their independent financial advisor prior to taking any investment decision based on this report or for any necessary explanation of its contents. This research may relate to investments or services of a person outside of the UK 
or to other matters which are not authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority or in respect of which the protections of the Prudential Regulation 
Authority and Financial Conduct Authority for private customers and/or the UK compensation scheme may not be available, and further details as to where this may be the case are available upon request in respect of this report. 
CS may provide various services to US municipal entities or obligated persons ("municipalities"), including suggesting individual transactions or trades and entering into such transactions. Any services CS provides to municipalities are not 
viewed as "advice" within the meaning of Section 975 of the Dodd-Frank Wall Street Reform and Consumer Protection Act. CS is providing any such services and related information solely on an arm's length basis and not as an advisor or 
fiduciary to the municipality. In connection with the provision of the any such services, there is no agreement, direct or indirect, between any municipality (including the officials,management, employees or agents thereof) and CS for CS to 
provide advice to the municipality. Municipalities should consult with their financial, accounting and legal advisors regarding any such services provided by CS. In addition, CS is not acting for direct or indirect compensation to solicit the 
municipality on behalf of an unaffiliated broker, dealer, municipal securities dealer, municipal advisor, or investment adviser for the purpose of obtaining or retaining an engagement by the municipality for or in connection with Municipal Financial 
Products, the issuance of municipal securities, or of an investment adviser to provide investment advisory services to or on behalf of the municipality. If this report is being distributed by a financial institution other than Credit Suisse AG, or its 
affiliates, that financial institution is solely responsible for distribution. Clients of that institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information. This report does not 
constitute investment advice by Credit Suisse to the clients of the distributing financial institution, and neither Credit Suisse AG, its affiliates, and their respective officers, directors and employees accept any liability whatsoever for any direct or 
consequential loss arising from their use of this report or its content. Principal is not guaranteed. Commission is the commission rate or the amount agreed with a customer when setting up an account or at any time after that. No information or 
communication provided herein or otherwise is intended to be, or should be construed as, a recommendation within the meaning of the US Department of Labor’s final regulation defining "investment advice" for purposes of the Employee 
Retirement Income Security Act of 1974, as amended and Section 4975 of the Internal Revenue Code of 1986, as amended, and the information provided herein is intended to be general information, and should not be construed as, providing 
investment advice (impartial or otherwise). 
Copyright © 2018 CREDIT SUISSE AG and/or its affiliates. All rights reserved. 
Investment principal on bonds can be eroded depending on sale price or market price. In addition, there are bonds on which investment principal can 
be eroded due to changes in redemption amounts. Care is required when investing in such instruments. 
When you purchase non-listed Japanese fixed income securities (Japanese government bonds, Japanese municipal bonds, Japanese government guaranteed bonds, Japanese corporate bonds) from CS as a seller, you will be requested to 
pay the purchase price only. 
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