
 

13 August 2019 
In contrast to some of its immediate peers, Marshall Motor Holdings (MMH) 

continues to deliver robust performances in even more challenging UK car 

markets. Increased revenues and gross profit, with gross margins 

maintained at 11.4%, limited the fall in H119 PBT to just £0.8m or 5% 

compared to H118, allowing for the restatement for adoption of IFRS 16. 

We maintain our underlying PBT estimates for FY19, which are reduced by 

the non-cash impact from the implementation to IFRS 16 by around 3.6%. 

We feel recent price weakness was due to company-specific issues at 

peers. While MMH may be facing a plateau in profitability as UK car 

markets await clearer economic signals, we feel the yield is supportive 

while investors await any improvement in fundamentals for the automotive 

retail sector overall.  

Year end 
Revenue 

(£m) 
PBT* 
(£m) 

EPS* 
(p) 

DPS 
(p) 

P/E 
(x) 

Yield 
(%) 

12/17** 2,232.0 25.4 26.9 6.40 5.2 4.6 

12/18 2,186.9 25.7 27.4 8.54 5.1 6.1 

12/19e 2,201.9 23.2 23.3 8.54 6.0 6.1 

12/20e 2,257.4 23.8 23.8 8.54 5.8 6.1 

Note: *PBT and EPS are normalised, excluding amortisation of acquired intangibles and 
exceptional items. **Restated following the sale of Leasing in FY17. IFRS 16 adopted from 
FY19, prior years not restated. 

Resilient H119 performance 

MMH’s H119 performance in still challenging markets proved very resilient, 

especially compared to pressures seen by peers in Q219 used car markets in 

recent trading updates. MMH again outperformed both new and used markets. The 

cash performance was also better than expected as highlighted in the July trading 

update, with period-end adjusted net cash of £5.8m (before lease liabilities). 

Despite weakness in new car markets and Q219 used car residual value declines, 

group revenues were up 1.8% and gross margin was maintained at 11.4%. Cost 

pressure continues to be mitigated by management, which limited the decline in 

PBT to just £0.8m. Adopting IFRS 16 for lease accounting dilutes PBT by c 4% at 

the half year and for FY19 but is a presentational adjustment with no cash impact.  

Peering through the Brexit clouds 

The automotive retail outlook remains uncertain primarily due to the overhang on 

buyer sentiment until the Brexit situation is clarified. Other factors could constrain 

H219 new car sales such as another round of emissions testing regime changes for 

manufacturers to manage, which had a significant effect on the supply of certain 

models in H218. However, given the nature of current year changes and the 

expected stabilisation of used car selling volumes, H219 may see some modest 

market improvements.  

Valuation: Multiple contraction appears overdone 

The yield of 6.1% remains supported by the strong balance sheet, with a NAV of 

257p per share and net cash. With the continued resilience of earnings, the FY20 

P/E rating in already depressed demand environment of 5.8x looks undemanding. 
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Interim results and outlook 

MMH delivered a robust performance in H119, with a modest fall in PBT despite the continuing 

pressures in new car markets and the residual value declines in used car markets that 

progressively increased through Q219. In unit terms all three retail segments outperformed the 

market. As foreshadowed in the recent trading update, the company once again delivered a better 

than expected cash flow, with period end net cash of £5.8m. That is before the IFRS 16 introduction 

of capitalised operating lease liabilities to the balance sheet totalling £88.0m at the end of H119. 

These are largely offset on the balance sheet by the associated capitalised right of use asset, which 

stood at £83.3m at H119. As MMH sold its vehicle leasing business in December 2017, the assets 

involved are primarily leaseholds relating to dealership properties. 

The accounting change does not affect cash flows or debt covenants but does lead to a modest 

reduction in net assets. In addition, due to the recent high levels of investment to improve many 

sites held on leasehold, the level of depreciation incurred against the right of use assets and 

interest charge against the capitalised liabilities are larger than the historic rental cost that would 

have been charged to the P&L under the previous accounting rules. As a result, there is a modest 

4% reduction in underlying profit before tax expected for FY19 resulting from adoption of the new 

standard. The net asset value per share improved to 257p from 215p a year previously, adjusted for 

IFRS16. 

Our underlying estimates for FY19 and FY20 remain unchanged save for this non-cash accounting 

transition. There is an anticipated decline in underlying PBT in FY19 compared to FY18, but this is 

as previously forecast and similarly we continue to forecast a small improvement in FY20. 

Management also increased the interim dividend by 32.6% to 2.85p (H118 2.15p). We believe the 

increase mainly reflects a rebalancing exercise following the recent revision to the dividend policy. 

We currently expect the full year dividend to be unchanged. 

Exhibit 1: MMH first-half key data (H118 restated for impact of IFRS 16) 

Six months to June (£m) H118 H119 % change 

Revenues 1,162.9 1,183.3 1.8 

EBITDA 29.5 29.8 1.0 

EBIT (underlying) 20.9 20.2 (3.4) 

Profit before tax (underlying) 16.0 15.2 (5.3) 

EPS (p) (underlying) 16.1 15.0 (6.8) 

DPS (p) 2.15 2.85 32.6 

Underlying net cash 0.9 5.8 n.m. 

NAV per share (p) 251 257 2.4 

Source: Company reports.  

Exhibit 2: H119 revenues (£1.18bn) by segment Exhibit 3: H119 gross profit (£135.0m) by segment 

  

Source: Company reports Source: Company reports 
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Group revenues rose by 1.8% despite the continued challenges in the new car market, which were 

compounded by the progressive weakening of residual values for used car activities during Q219. 

Normal seasonal weakness appears to have been aggravated by some destocking efforts amongst 

peers.  

As shown in Exhibit 4, group gross margins were maintained at 11.4% reflecting a strong 

performance in the new car segment despite the market pressures, offsetting the margin pressures 

in used cars that increased as Q219 progressed and a continued decline in the high margin 

aftersales business. Gross margins rose 80bp in the new car business to 7.7%. Overall the H119 

gross profit contribution rose 1.6% to £135.0m (H118 £133.0m), a commendable performance 

given the unhelpful market backdrop in the period. 

Exhibit 4: Marshall Motor Holdings gross margin analysis 

Year end December 2018 2019 % change 

(£m) H1 H2 FY H1 H119 vs H118 

Revenue      

New 584.6 480.2 1064.8 569.1 (2.6) 

Used 474.6 445.6 920.2 509.6 7.4 

Aftersales 126.4 119.7 246.1 129.5 2.4 

Other (22.7) (21.6) (44.3) (25.0)  

Group revenue 1162.9 1023.9 2186.8 1183.3 1.8 

Gross profit      

New 40.5 35.8 76.3 43.6 7.6 

Used 34.2 32.6 66.8 33.5 (2.0) 

Aftersales 58.1 54.2 112.3 57.8 (0.6) 

Other 0.1 0.2 0.3 0.2  

Group gross profit 133.0 122.7 255.7 135.0 1.6 

Gross margin      

New 6.9% 7.5% 7.2% 7.7%  

Used 7.2% 7.3% 7.3% 6.6%  

Aftersales 46.0% 45.3% 45.6% 44.6%  

Group gross margin 11.4% 12.0% 11.7% 11.4%  

Source: Company reports, Edison Investment Research  

On an underlying basis, operating costs represented 9.7% of revenues compared to 9.6% in H118. 

On a like-for-like basis operating expenses were up 1.6%, compared to a like-for-like revenue 

increase of 0.9% with several management actions helping to control the persistent cost 

headwinds. 

In new cars a decline in sales to retail customers of just 0.4% on a like-for-like basis (an actual 

increase of 1.9% to 16,108 vehicles (H118 15,803)) compared to a market decline of 3.2% in the 

period. Similarly, fleet unit sales in the new car segment fell by 1.1% on a like-for-like basis (actual 

decline 2.1%) to 9,199 vehicles (H118 9,396), compared to a UK market decline of 3.6%. 

There was a very strong outperformance once again in used car unit sales, which grew 6.8% on a 

like-for-like basis and an overall 7.4% to £509.6m (H118 £474.6m), representing 42% of group 

revenues. Unit sales were 7.4% higher at 24,330 (H118 22,659) vehicles, up 7.2% on a like-for-like 

basis. After a strong start to the year, margins came under pressure during Q219 as residual values 

fell by around 10%. The result was a 60bp decline in gross margin for the activity to 6.6%. 

Management’s tight control of inventory levels seems to have insulated it from some of the damage 

experienced by peers resulting from the fall in selling prices. 

It should be noted that while MMH faces the same regulatory requirements as all other dealer 

groups for certain product sales and financing deals, it does not appear to be facing any abnormal 

developments from a compliance perspective. 

Aftersales services, including bodyshop, continued to show consistent growth with revenues of 

£129.5m up 2.4% on H118 (£126.7m) or 1.8% like for like. Aftersales accounts for just 11% of 

group revenues, but the gross profit contribution of £57.8m represents 43% of the group total. The 
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contribution was a modest 0.6% lower than in the comparable period as gross margins dipped to 

44.6% (H118 46.0%), The margin pressure partly reflected an increased mix of lower-margin parts 

sales, which also faced some pricing pressure compared to the highly profitable service activity 

where there were also some cost headwinds. Over 70,00 customers are in live service plans with 

MMH, which greatly assists retention and future visibility in this very high-margin segment. 

Management expects aftersales margins to experience some recovery in H219. 

UK car market prospects remain in the Brexit doldrums  

The labour market fundamentals and the low interest environment remain supportive for car 

markets. However, consumer and business confidence continues to be undermined by the 

uncertainty created by the Brexit debacle, now compounded by political concerns over a potential 

general election. Of course the outcomes for these factors could be positive for car retailers, but the 

lack of any certainty does not permit optimism at present. Weaker used car selling values in Q2 

may prove to have been a transient period as competitors unwound overstocked situations, but 

again this is unlikely to settle down until H219 develops. A further round of Worldwide Harmonised 

Light Vehicle Test Procedure (WLTP) emissions testing regime introduction for commercial vehicles 

on 1 September 2019, which coincides with the start of the Real Driving Emissions Test for cars 

could lead to further supply side disruptions in H219. The impact of last year’s changes was marked 

in Q318 and Q418 and although it is expected to be less disruptive in H219, it could still constrain 

new vehicle sales volumes. 

The SMMT new car registration forecast for 2019 has been trimmed once again in its latest July 

forecast with the decline now expected to be 2.2% compared to the April forecast, which anticipated 

a 1.6% fall. The forecast is derived from the average consensus of a panel of forecasters and is 

now for a decline of 2.2% to 2.316m units from 2.367m in 2018. A further 1.2% decline is 

anticipated in 2020. New light commercial vehicle (van) sales are expected to rise by 1.4% to 

0.363m vehicles this year then fall by 6.4% in 2020. Both car and van sales remain at healthy levels 

in historical terms. Diesel cars’ share of the new car market continues to fall sharply with a further 

17.2% decline in sales volumes expected in 2019, taking diesel engine vehicles’ share of the new 

car market down to just 27% compared to 47.7% in 2016 and a peak of 50.8% in 2012. 

The implication of the forecast is that the new car market will improve during H219 following last 

year’s WLTP disruption. However, July has shown a larger decline in registrations than was seen in 

H119, so this remains far from a given. While lower, the used car market continues to remain 

relatively stable in volume terms, but it is residual value pressures that have been affecting 

margins, which we expect to stabilise in H219. The overall picture again remains clouded by Brexit, 

although new vehicle supply-side shortages could be a positive as could the possible stabilisation 

of selling values as apparent destocking programmes by some peers complete. The high margin 

aftersales activity is expected to continue to grow, supported by the large number of cars financed 

on personal contract plans (PCPs) that require service histories to be maintained. 

PBT estimates unchanged 

Essentially our trading estimates are unchanged with the PBT only affected by the transition to 

IFRS 16 accounting for leases, which reduces the estimates by 3.6% or £0.9m, all of which is a 

non-cash effect. Earnings per share are further diluted by around 1.8% as we now assume a tax 

charge of 22.5% compared to 21% previously. More positively the adjusted net cash performance in 

2019 looks set to be more favourable than we had assumed and we expect adjusted net debt at the 

year end to be just £2.0m. 
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Exhibit 5: Marshall Motor Holdings estimate revisions 

Year to December (£m) 2019e 2019e   2020e 2020e   

  Prior New % change Prior New % change 

New car 1,068.2 1,068.2 0.0 1,102.8 1,102.8 0.0 

Used car 929.7 929.7 0.0 948.3 948.3 0.0 

Aftersales 249.2 249.2 0.0 252.3 252.3 0.0 

Intra group -45.2 -45.2 0.0 -46.1 -46.1 0.0 

Group revenues 2,201.9 2,201.9 0.0 2,257.4 2,257.4 0.0 

             

EBITDA 39.2 51.3 30.7 39.6 51.5 30.0 

             

Underlying EBITA 30.6 33.2 8.3 31.1 33.5 7.7 

             

Underlying PBT 24.1 23.2 -3.6 24.3 23.8 -2.3 

             

EPS - underlying continuing (p) 24.6 23.3 -5.4 24.9 23.8 -4.2 

DPS (p) 8.5 8.5 0.0 8.5 8.5 0.0 

Adjusted net debt / (cash) 9.8 2.0 -79.1 3.7 -3.9 -204.5 

Source: Edison Investment Research  

Despite the increase in the interim dividend, we do not expect an overall increase for the full year 

as we see this as restoring the more normal split between the interim and the final. In FY18 the 

interim dividend was held but the final was increased significantly as the pay-out ratio was improved 

by the company in line with its recently revised dividend cover policy for full-year dividends to be 

covered between 2.5x to 3.5x underlying earnings (previously 4–5x). 
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Exhibit 6: Financial summary 

  £m 2017 2018 2019e 2020e 

Year end 31 December    IFRS IFRS IFRS IFRS 

PROFIT & LOSS        

Revenue     2,232.0 2,186.9 2,201.9 2,257.4 

Cost of Sales   (1,973.7) (1,931.2) (1,944.5) (1,993.5) 

Gross Profit   258.3 255.7 257.4 263.9 

EBITDA     42.0 41.4 51.3 51.5 

Operating Profit (before amort. and except).     32.9 32.0 33.2 33.5 

Intangible Amortisation   (0.2) (0.4) (0.3) (0.3) 

Exceptionals   (12.8) (7.0) 0.0 0.0 

Other   0.0 0.0 0.0 0.0 

Operating Profit   19.8 24.7 32.9 33.2 

Net Interest   (7.5) (6.4) (10.0) (9.7) 

Profit Before Tax (norm)     25.4 25.7 23.2 23.8 

Profit Before Tax (FRS 3)     12.3 18.4 22.9 23.5 

Tax   (3.1) (4.8) (5.2) (5.3) 

Profit After Tax (norm)   20.8 21.3 18.0 18.4 

Profit After Tax (FRS 3)   9.2 13.6 17.7 18.1 

       Average Number of Shares Outstanding (m)   77.4 77.7 77.2 77.2 

EPS - normalised (p)     26.9 27.4 23.3 23.8 

EPS     26.1 26.5 22.5 23.1 

EPS - (IFRS) (p)     11.9 17.5 22.9 23.5 

Dividend per share (p)   6.40 8.54 8.54 8.54 

       Gross Margin (%)   11.6 11.7 11.7 11.7 

EBITDA Margin (%)   1.9 1.9 2.3 2.3 

Operating Margin (before GW and except.) (%)   1.5 1.5 1.5 1.5 

       BALANCE SHEET       

Fixed Assets     266.6 270.6 353.4 351.4 

Intangible Assets   121.6 112.2 115.6 115.6 

Tangible Assets   145.0 158.3 237.8 235.8 

Investments   0.0 0.0 0.0 0.0 

Current Assets     499.1 465.7 465.7 484.4 

Stocks   401.3 384.0 381.5 391.1 

Debtors   71.5 71.9 72.4 74.2 

Cash   4.9 1.2 2.2 9.2 

Other   21.4 8.6 9.6 9.9 

Current Liabilities     (539.3) (503.8) (505.1) (517.8) 

Creditors   (538.6) (503.1) (505.1) (517.8) 

Short term borrowings   (0.6) (0.6) 0.0 0.0 

Long Term Liabilities     (35.2) (32.0) (108.3) (100.4) 

Long term borrowings   (6.5) (5.7) (4.2) (5.3) 

Lease Liabilities   0.0 0.0 (79.0) (70.0) 

Other long term liabilities   (28.7) (26.4) (25.1) (25.1) 

Net Assets     191.2 200.4 205.8 217.6 

       CASH FLOW       

Operating Cash Flow     60.1 31.8 39.4 34.8 

Net Interest    (2.9) (2.1) (1.0) (1.0) 

Tax   (3.1) (4.8) (5.2) (5.3) 

Capex   (57.5) (23.7) (19.5) (15.9) 

Acquisitions/disposals   44.6 1.6 (3.5) 0.0 

Financing   0.0 (1.0) 0.0 0.0 

Dividends   (4.5) (5.0) (7.2) (6.6) 

Other   80.2 0.3 0.0 0.0 

Net Cash Flow   116.8 (2.9) 3.1 5.9 

Opening adjusted net debt/(cash)     119.0 2.2 5.1 2.0 

HP finance leases initiated   0.0 0.0 0.0 0.0 

Other   0.0 0.0 0.0 0.0 

Closing adjusted net debt/(cash)     2.2 5.1 2.0 (3.9) 

Source: Company reports, Edison Investment Research estimates. Note: IFRS 16 adopted from FY19, prior years not restated. 
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General disclaimer and copyright  

This report has been commissioned by Marshall Motor Holdings and prepared and issued by Edison, in consideration of a fee payable by Marshall Motor Holdings. Edison Investment Research standard fees are £49,500 

pa for the production and broad dissemination of a detailed note (Outlook) following by regular (typically quarterly) update notes. Fees are paid upfront in cash without recourse. Edison may seek additional fees for the 

provision of roadshows and related IR services for the client but does not get remunerated for any investment banking services. We never take payment in stock, options or warrants for any of our services. 

Accuracy of content: All information used in the publication of this report has been compiled from publicly available sources that are believed to be reliable, however we do not guarantee the accuracy or completeness of 

this report and have not sought for this information to be independently verified. Opinions contained in this report represent those of the research department of Edison at the time of publication. Forward-looking information 

or statements in this report contain information that is based on assumptions, forecasts of future results, estimates of amounts not yet determinable, and therefore involve known and unknown risks, uncertainties and other 

factors which may cause the actual results, performance or achievements of their subject matter to be materially different from current expectations.  

Exclusion of Liability: To the fullest extent allowed by law, Edison shall not be liable for any direct, indirect or consequential losses, loss of profits, damages, costs or expenses incurred or suffered by you arising out or in 

connection with the access to, use of or reliance on any information contained on this note. 

No personalised advice: The information that we provide should not be construed in any manner whatsoever as, personalised adv ice. Also, the information provided by us should not be construed by any subscriber or 

prospective subscriber as Edison’s solicitation to effect, or attempt to effect, any transaction in a security. The securities described in the report may not be eligible for sale in all jurisdictions or to certain categories of 

investors. 

Investment in securities mentioned: Edison has a restrictive policy relating to personal dealing and conflicts of interest. Edison Group does not conduct any investment business and, accordingly, does not itself hold any 

positions in the securities mentioned in this report. However, the respective directors, officers, employees and contractors of Edison may have a position in any or related securities mentioned in this report, subject to 

Edison's policies on personal dealing and conflicts of interest. 

Copyright: Copyright 2019 Edison Investment Research Limited (Edison). All rights reserved FTSE International Limited (“FTSE”) © FTSE 2019. “FTSE®” is a trade mark of the London Stock Exchange Group companies 
and is used by FTSE International Limited under license. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any liability for any errors or omissions in 
the FTSE indices and/or FTSE ratings or underlying data. No further distribution of FTSE Data is permitted without FTSE’s express written consent. 

 

Australia 

Edison Investment Research Pty Ltd (Edison AU) is the Australian subsidiary of Edison. Edison AU is a Corporate Authorised Representative (1252501) of Crown Wealth Group Pty Ltd who holds an Australian Financial 

Services Licence (Number: 494274). This research is issued in Australia by Edison AU and any access to it, is intended only for "wholesale clients" within the meaning of the Corporations Act 2001 of Australia. Any advice 

given by Edison AU is general advice only and does not take into account your personal circumstances, needs or objectives. You should, before acting on this advice, consider the appropriateness of the advice, having 

regard to your objectives, financial situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any relevant Product Disclosure Statement or like 

instrument.  

 

New Zealand  

The research in this document is intended for New Zealand resident professional financial advisers or brokers (for use in their roles as financial advisers or brokers) and habitual investors who are “wholesale clients” for the 

purpose of the Financial Advisers Act 2008 (FAA) (as described in sections 5(c) (1)(a), (b) and (c) of the FAA). This is not a solicitation or inducement to buy, sell, subscribe, or underwrite any securities mentioned or in the 

topic of this document. For the purpose of the FAA, the content of this report is of a general nature, is intended as a source of general information only and is not intended to constitute a recommendation or opinion in 

relation to acquiring or disposing (including refraining from acquiring or disposing) of securities. The distribution of this document is not a “personalised service” and, to the extent that it contains any financial advice, is 

intended only as a “class service” provided by Edison within the meaning of the FAA (i.e. without taking into account the par ticular financial situation or goals of any person). As such, it should not be relied upon in making 

an investment decision. 

 

United Kingdom 

This document is prepared and provided by Edison for information purposes only and should not be construed as an offer or sol icitation for investment in any securities mentioned or in the topic of this document. A 

marketing communication under FCA Rules, this document has not been prepared in accordance with the legal requirements designed to promote the independence of investment research and is not subject to any 

prohibition on dealing ahead of the dissemination of investment research.  

This Communication is being distributed in the United Kingdom and is directed only at (i) persons having professional experience in matters relating to investments, i.e. investment professionals within the meaning of Article 

19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005, as amended (the "FPO") (ii) high net-worth companies, unincorporated associations or other bodies within the meaning of Article 49 

of the FPO and (iii) persons to whom it is otherwise lawful to distribute it. The investment or investment activity to which this document relates is available only to such persons. It is not intended that this document be 

distributed or passed on, directly or indirectly, to any other class of persons and in any event and under no circumstances should persons of any other description rely on or act upon the contents of this document.  

This Communication is being supplied to you solely for your information and may not be reproduced by, further distributed to or published in whole or in part by, any other person. 

 

United States  

The Investment Research is a publication distributed in the United States by Edison Investment Research, Inc. Edison Investment Research, Inc. is registered as an investment adviser with the Securities and Exchange 

Commission. Edison relies upon the "publishers' exclusion" from the definition of investment adviser under Section 202(a)(11)  of the Investment Advisers Act of 1940 and corresponding state securities laws. This report is a 

bona fide publication of general and regular circulation offering impersonal investment-related advice, not tailored to a specific investment portfolio or the needs of current and/or prospective subscribers. As such, Edison 

does not offer or provide personal advice and the research provided is for informational purposes only.  No mention of a part icular security in this report constitutes a recommendation to buy, sell or hold that or any security, 

or that any particular security, portfolio of securities, transaction or investment strategy is suitable for any specific person. 
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