
RECKITT BENCKISER GROUP PLC (LSE: RB)

RECOMMENDATION: UNDERWEIGHT

Reckitt Benckiser Group plc is a manufacturer and marketer of health,

hygiene, post-natal and home products. Its range of hygiene products

includes disinfectant cleaners, automatic dishwashing detergents, pest

control, depilatory products and acne treatments. The company's portfolio

of brands includes Durex, Mucinex, Scholl, Strepsils, Cillit Bang, Clearasil,

Dettol, Harpic, Lysol, Mortein, Veet, Finish, Air Wick, Calgon, Vanish and

Woolite.

FUNDAMENTAL/TECHNICAL OVERVIEW

Reckitt Benckiser recently released its FY2019 results and 1Q2020 trading

update. Net revenue for FY2019 of £12.8bn was reported, up by 0.8%.

Group revenue grew by 13.3% during 1Q2020, attributed to strong demand

for the company’s hygiene and health products and a weaker 1Q2019. An

operating loss of £1.96bn was reported for FY2019 (FY2018: operating

profit of £3.06bn), and the adjusted operating margin was down 50bps, to

26.2%. The reported loss per share (diluted) for FY2019 was 519.7 pence

and the group had declared a total dividend for FY2019 of 174.6 pence per

share.

The Chairman of Reckitt Benckiser’s board, Chris Sinclair, mentioned in the

FY2019 results that the integration of the Mead Johnson business had

proven more challenging than anticipated. Mead Johnson is a leading

manufacturer of infant formula and was acquired by Reckitt Benckiser in

2017 for a total value of $17.9bn. Mead Johnson has been negatively

impacted by macro-economic forces, particularly in China, where birth rates

had fallen progressively since its acquisition. This has led to the recognition

of a £5.04bn impairment loss, recognised in the FY2019 period.

The company’s e-Commerce segment reported growth in net revenues of

more than 50% during 1Q2020. Growth in the e-Commerce segment

occurred particularly during March when consumers moved to online

channels as a result of lockdowns and stay-at-home initiatives implemented

to combat COVID-19.

The group’s Hygiene segment, which includes brands like Harpic, Vanish and

Finish, generated net revenues of £5.03bn for FY2019 (up by 4.1%) and

£1.36bn for 1Q2020 (up by 12.8%). This segment contributed to 39% of net

revenue during FY2019.

Reckitt’s Health segment reported net revenues of £7.82bn (FY2019, up by

0.7%) and £2.19bn (1Q2020, up by 13.6%). The group attributes the growth

during 1Q2020 in the Health segment to exceptional growth for cough/cold

remedies, supplements and Dettol products, and a weak 1Q2019. The

company’s over the counter category reported the most significant growth,

increasing by 32.9% from 1Q2019, led by exceptional demand for Mucinex

in North America and Nurofen in Europe, Australia and New Zealand. The

Infant and Child Nutrition category had contracted by 1.6% for the first

quarter, attributed to the slow start in Greater China.

Reckitt Benckiser expects its FY2020 performance to be better than original

expectations, although the outlook for the balance of 2020 remains

uncertain, with significant COVID-19 challenges across its markets. COVID-

19 may continue to create tailwinds for the company and the segments in

which it operates. The group may face headwinds resulting from high raw

material costs and unfavourable trading conditions in Europe and the US

due to weak demand and increased competition. Reckitt Benckiser is

trading at a forward PE of 24.92 and a dividend yield of 2.29%
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SHARE INFORMATION

Share Code RB

Industry Personal & Household Products & Services

Sector Consumer Staples

Market Capital (GBP m) 54 616

Current Price (GBP) 76.78

Target Price 76.00

Price - 52 Week High: 77.54

Price - 52 Week Low: 51.30

Dividend Yield 2.29%

Beta 5 Year 0.45

SHARE PRICE PERFORMANCE**
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VALUATION RATIOS **

Period P/E P/SALES EV/EBITDA

Last 12 Months N/A 4.3x 17.5x

Current Year Est 24.2x 4.0x 18.1x

Next Year Exp 23.7x 4.0x 17.8x
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Reckitt’s price to sales ratio is trading at 4.26, one standard deviation

away from its mean of 3.78.

Reckitt’s PB is at 5.77, slightly above its long term average of 5.09.

The company’s dividend yield is trading at 2.29%, slightly below its long

term average of 2.45%.

Net profit margin declined to -56% for FY2019 (FY2018: 15.69%). The

decline in net profit margin was due to an impairment charge of £5.04bn.
The group’s net debt to total equity increased significantly for FY2019 to

114% (FY2018: 73%). Net Debt increased in FY17 due to the acquisition of

US baby formula manufacturer, Mead Johnson.

The group’s forward PE is trading at 24.92, which is more than one

standard deviation above the long-term average of 20.3.
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Well known Reckitt Benckiser brands.

Data provided by Thomson Reuters, prices based to 100.
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Disclaimer:

This publication has been issued by PSG Wealth Old Oak and does not represent the official PSG Wealth view. It is confidential and issued for the information of clients only. It shall not be reproduced in

whole or in part without our permission. Any unauthorized use, duplication, redistribution or disclosure is prohibited by law. This publication is not to be construed as providing investment services in any

jurisdiction where the provision of such services is not permitted. It is provided for informational purposes only and is not intended as an offer or solicitation for the purchase or sale of a security, and we

have no responsibility whatsoever arising here from or in consequence hereof. The user assumes the entire risk of any use made of this publication. Any decision to purchase securities mentioned in this

publication must take into account existing public information on such security or any registered prospectus. The information contained herein has been obtained from sources which and persons whom we

believe to be reliable but is not guaranteed for accuracy, completeness or otherwise. Opinions and estimates constitute our judgement as of the date of this material and are subject to change without notice.

This publication does not attempt to identify the nature of the specific market or other risks associated with an investment. Leveraged /Geared positions in securities have the ability to accentuate the

profit/loss made on investments. Geared /Leveraged positions are not recommended based on the information contained in this publication. Securities, financial instruments or strategies mentioned herein

may not be suitable for all investors and investors must make their own investment decisions using their own independent advisers as they believe necessary and based upon their specific financial situations

and investment objectives. Certain investments/recommendations may have tax implications for private customers. Investors should seek advice from a tax advisor before acting on information contained in

this publication. The securities described herein are subject to fluctuation in price and/or value and investors may get back less than originally invested. Past performance is not indicative of future results.

The employees responsible for the production of this report may from time to time own securities mentioned herein.

Analyst Certification:

The research analyst who prepared this report certifies that the view expressed herein accurately reflect the research analyst’s personal views about the subject security and issuer and that no part of his 

compensation was, is or will be directly or indirectly related to specific recommendations or views contained in this report.

Old Oak

Weekly RB.L 2014/11/28 - 2021/03/05 (LON)

Cndl. RB.L. Trade Price. 2020/07/17. 7,658. 7,768. 7,592. 7,656. -44. (-0.57%). SMA. RB.L. Trade Price(Last).  50. 2020/07/17. 6,370. SMA. RB.L. Trade Price(Last).  200. 2020/07/17. 6,591
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Reckitt Benckiser's 52-week high/low is £77.68/£51.30 respectively, currently trading at £76.44 per share. The company's year to date

performance is +24.71%. Reckitt has been trading in a range of between £81.10 and £51.30 since 2017 . On a weekly chart, the company's 50-day

simple moving average is at £63.69 and its 200-day simple moving average is at £65.91. Short-term horizontal support can be found at around

£72 a share, while the intra-day high of £81.10 made on the 9th of June 2017 could provide some stiff resistance. According to the stochastic

oscillator indicator and RSI, the share appears to be overbought at current levels.


