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Capitalise on secular growth 

The re-election of the NDA led by Narendra Modi sets the stage for continuity of policy 

and implementation of further reforms. While the Indian economy faces short-term 

headwinds, the secular growth prospects justify higher valuations. Gaurav Narain, the 

portfolio advisor of India Capital Growth Fund (IGC), believes that IGC’s portfolio of mid-

cap stocks is well positioned to benefit from India’s growth. The underlying aggregate 

portfolio earnings for IGC have compounded at 22% in INR terms since FY 2015 and 

Narain expects earnings for portfolio companies to grow by 27% this year. While recent 

performance has been relatively weak, the valuations of portfolio companies are at a level, 

where IGC has typically outperformed large-cap indices such as the Nifty, in the past.   

Mid-cap stocks recent underperformance creates an opportunity   

Over the last five years, the S&P BSE MidCap Index delivered an annualised total return of 

15.2% vis-a-vis annualised total returns of 14.6% for the large cap Nifty Index. In 2018 and 

2019 mid and small cap stocks in India have underperformed the large cap index 

significantly.    Consequently, valuations of mid-cap stocks are now at levels, which are well 

below their long-term average valuation. The Indian economy faces significant headwinds in 

the short-term but given the long-term growth prospects investors are likely to be rewarded 

for gradually increasing their exposure to mid-cap stocks in India.  

Figure 2: IGC NAV Performance  Figure 3: IGC Discount 

 

 

 

Source: Company Data, Morningstar  Source: Bloomberg 

 IGC’s long-term record impacted by a period of poor performance 

The annualised return for the diluted NAV for IGC has been 9.7% over the last five years, 

while the undiluted NAV performance, which is a better measure of returns for long term 

shareholders, has been 13% (All figures in GBp terms).  The recent underperformance of 

IGC creates a long-term opportunity, in our opinion, with the portfolio trading at a steep 

discount, in terms of valuations, to the MidCap Index, despite stronger earnings growth 

prospects.  Narain believes that infrastructure spending by the government should help 

restart a capex cycle and boost India’s long-term economic growth potential. With muted 

inflationary pressures, declining interest rates should help that process.  
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India Capital Growth Fund+ (IGC) 

Conference call with IGC at 12pm on Tuesday  
23 July 2019 
 

Stock specific issues have caused near term performance to dip. Longer term performance 

remains robust, whilst outlook on India suggests an opportunity emerging. We will be hosting 

a conference call with Gaurav Narain, portfolio advisor to IGC, to talk about the stock specific 

issues and the emerging opportunity at 12 noon, on Tuesday 23 July 2019.  

Dial in- details are provided below 

We will be using LoopUp for the call  

First, click: https://meet.loopup.com/I3Hjf9i 

Know who's on and who's speaking 

LoopUp calls your phone - no need to dial in 

And view when the leader shares their screen 

Or, if you are offline, dial in: 

(by joining, you agree to the privacy policy at loopup.com) 

  Guest Dial-in Code: 1287561# 

  Additional dial-in numbers: 

   India, Mumbai (Local): +91 22 6150 1508 

   UK: 0800 279 9518 

   UK (Local): +44 20 3655 9505 

   USA (Local): +1 (312) 380 0428 
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A growth-focused portfolio   
While the Indian economy has slowed down, equity markets tend to be forward looking. We 

believe the economy is likely to get a major investment boost as the focus on improving 

India’s infrastructure continues without any disruption. Prime Minister Narendra Modi’s 

Bharatiya Janata Party has pledged cash handouts to farmers, investment to build roads, 

railways and other infrastructure. The focus will be to boost manufacturing significantly 

increase India’s exports. The government continues to show a desire to keep the federal 

budget deficit under control though the overall fiscal condition remains somewhat fragile.  

Figure 4: India Budget Balance (% GDP)    Figure 5: India Investment as % of GDP 

 

 

 

Source: Bloomberg  Source: IMF 

Although India’s economic growth has slowed down recently, we believe that this can be 

partly attributed to the structural changes that have been introduced in the Indian economy 

such as the introduction of the Goods and Services Tax (GST). Demonetisation was another 

headwind which have affected growth. In addition, the banking sector has been trying to 

come to grips with the issue of non-performing loans for which provisioning in the past had 

been inadequate.  

Figure 6: OECD Economic outlook India GDP Growth (%, YoY) 

 

Source: Organisation for Economic Co-operation and Development (OECD) 

All of these have caused GDP growth to decline but the OECD does expect the Indian 

economy to re-accelerate. Capacity utilisation is running at a level where we expect the 

investment cycle to accelerate. As we can see in figure 6, India’s per capita GDP is at a level 

where it should continue to experience robust growth over the next several decades. 

-7

-6

-5

-4

-3

-2

-1

0

03/2012 02/2013 01/2014 12/2014 11/2015 10/2016 09/2017 08/2018

10

15

20

25

30

35

40

45

01/1980 01/1986 01/1992 01/1998 01/2004 01/2010 01/2016 01/2022

0

1

2

3

4

5

6

7

8

9

01/1996 01/1999 01/2002 01/2005 01/2008 01/2011 01/2014 01/2017 01/2020

This report is prepared solely for the use of Tim Adams



 

 

22 July 2019  India Capital Growth Fund + 

 
4 

Figure 7: Emerging Market per capita GDP (US$, 2018) 

 

Source: IMF 

There has been a structural decline in the inflationary pressures facing the Indian economy 

as well. We believe that the decline in inflationary pressures will allow the Reserve Bank of 

India (RBI) to decrease interest rates substantially, supporting economic growth and 

boosting the attractiveness of Indian equities, especially for domestic investors 

Figure 8: India Combined CPI (YoY, %)  Figure 9: RBI Bank Rate (%) 

 

 

 

Source: Central Statistics Office, India  Source: Reserve Bank of India 

Indian equity markets are trading at a substantially higher valuation than other emerging 

markets. We would argue that this comparison is somewhat misleading, given the 

composition of India’s indices. In addition, India is a capital-controlled economy and relative 

valuations vis-à-vis other emerging markets is somewhat irrelevant for the domestic investor. 

We believe the domestic flows into equity mutual funds are likely to remain strong. Following 

the introduction of the Real Estate Regulation Act (RERA) the incentive to speculate in real 

estate has been significantly diminished. The government is discouraging investment into 

assets like gold. The reduction in interest rates will cause domestic investors in India to 

further pivot towards equities. This implies that while Indian equity markets are more 

vulnerable to downside risks from a relative valuation perspective, the buy on the dip 

mentality that has now been ingrained into the Indian domestic investor is likely to create 

relatively shallow corrections unless this is conviction of the domestic retail investor is 

shaken.  

2020

3790

6560

7080

8720
9130

9610 9630

10700
10950

0

2000

4000

6000

8000

10000

12000

India Indonesia S Africa Thailand Turkey Brazil Mexico China Malaysia Russia

0

2

4

6

8

10

12

14

16

18

06/2004 05/2006 04/2008 03/2010 02/2012 01/2014 12/2015 11/2017

0

2

4

6

8

10

12

14

09/1935 09/1946 09/1957 09/1968 09/1979 09/1990 09/2001 09/2012

This report is prepared solely for the use of Tim Adams



 

 

22 July 2019  India Capital Growth Fund + 

 
5 

Figure 10: Foreign (FII) and domestic (DII) incremental fund flows (US$m) 

 

Source: Ocean Dial 

Post a surge in in 2017, valuations for mid and small cap stocks tumbled in 2018. As of the 

end of June 2019, all the excess performance that had been generated by the BSE MidCap 

Index vis-à-vis the BSE 30 Sensex since the beginning of 2015 had been eroded.  

Figure 11: Large Cap stocks vs. Mid Cap Stocks (Relative performance) 

 

Source: Ocean Dial 

While Narain was cautious about valuations the fund is run on a fully-invested basis. Thus, 

the level of cash in the portfolio rarely tends to exceed 5% of net assets, though the cash 

level as at the end of June 2019 was at 7.3%. While he is keen to add to several of IGC’s 

holdings he is conscious about the short-term macro-economic headwinds as well.  
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Figure 12: BSE MidCap current year PE / BSE Sensex current year PE 

 

Source: Bloomberg, Ocean Dial 

 

Based on analyst expectations the S&P BSE MidCap Index is trading at 22x June 2019 

earnings and 17.3x Dec 2019 earnings. While the earnings growth trajectory for the second 

half of 2019 may be somewhat optimistic, it is clear that the premium that the midcap stocks 

were trading at has disappeared. Historically, there have been periods where the midcap 

index has traded at a discount to the large cap index, we believe that over the medium to 

long-term we should see better performance from the midcap index. Over the last ten years, 

the total returns from the midcap index has been slightly higher than that of the large cap 

index.  

The financial sector in India is under stress despite high overall levels of liquidity. The 

concerns about IL&FS and related companies has had a negative impact on infrastructure 

lending and the overall NBFC sector. As public sector banks had been struggling for the past 

few years to address the issue of NPLs on their books, NBFCs were a major source of 

funding for a number of sectors including real estate.  

The liquidity concerns have further curbed lending and investments have slowed as a 

consequence. This is likely to lead to GDP growth slowing to c.6.5% as per latest estimates. 

Narain believes that the reforms instituted by the Modi government and previous 

governments have laid the foundation for a higher rate of growth, in the medium to long-

term. In order to reap a demographic dividend India needs to continue the process of 

investing in human capital and infrastructure. He believes that the re-election of the BJP 

introduces a significant degree of certainty in the decision making process. While Narain 

believes that investment in infrastructure and manufacturing is likely to be one of the key 

areas of focus of the BJP government he is still careful about direct exposure to the 

infrastructure sector choosing instead to use select cement manufacturers and other sectors 

to benefit from this investment in infrastructure.  

With an entrepreneurial culture, strong bench strength in managerial talent and a broad 

range of investible sectors many of which are globally competitive, mid-cap stocks in India 
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are the ideal hunting ground to create a portfolio of companies that Narain refers to as 

‘compounding machines’. 

Narain has been involved with the fund since October 2011. The fund looks to invest 

predominantly in mid-cap companies that operate in markets where they can defend and 

grow their earnings and translate these into cash returns on investment. The team, led by 

David Cornell, the CIO at Ocean Dial Asset Management, has instituted a strong focus on 

liquidity that should allow the fund to exit positions quickly should the fundamentals 

deteriorate. In practice, turnover is low (13% per annum since 2013) as most of the 30-40 

stocks that constitute the portfolio have tended to be “compounding machines”, delivering 

consistent long-term earnings growth. The team tends to use cash flow models for 

companies, which generally go back as far as ten years, and typically monitors about 300 

names.  

The portfolio is entirely driven by bottom-up stock selection. Thus, the sector representation 

in the fund is a derivative of the stock selection process. Equally, as part of the risk 

management process the team will limit aggregate exposure to any given industry. The 

management team will typically use downside volatility to exploit irrational behaviour. While 

valuations tend to be significantly higher than those typically encountered in an emerging 

market portfolio, Narain believes that this can be justified by the quality of the companies in 

the portfolio and the long-term sustainability of the businesses. He is happy to pay higher 

multiples where he has reasonable visibility on earnings that might grow significantly. 

Figure 13: IGC Top Ten Holdings P/E , P/ABV and % earnings growth as at 30 June 2019 

Portfolio Company % of 

Portfolio 

P/E 

FY20e 

P/E 

FY21e 

P/ABV 

FY20e  

P/ABV 

FY21e 

% Earnings 

Growth FY20e 

% Earnings 

Growth FY21e 

        

Federal Bank 5.7 13.1 10.4 1.5 1.3 31.6 26.3 

 City Union Bank 5.2 20.3 17.2 2.9 2.5 12.4 18.2 

 Tech Mahindra 4.7 13.5 12.2 2.7 2.4 8.1 10.8 

 NIIT Technologies 4.5 17 14.8 3.5 3 19.5 14.7 

 Kajaria Ceramics 4.0 30.9 25.1 5.4 4.7 34.3 22.9 

 PI Industries 3.9 31 25.2 6 5 27.5 23.1 

 Divi's Laboratories 3.6 27.8 23.8 5.3 4.6 14.5 16.9 

 Jyothy Laboratories 3.5 26 22.2 4.1 3.8 9.4 17.0 

 Berger Paints India 3.3 48.8 40.7 11 9.6 26.8 20.0 

 IDFC Bank 3.2 27.2 22.1 1.1 1.1 N/A* 22.6 

Portfolio Average  15.7 12.5 1.9 1.7 27.2 25.3 

 BSE MidCap Index (INR)  18.0 15.5 2.4 2.1 25.4 5.3 

 BSE SmallCap Index (INR)  15.5 13.2 2.2 1.9 3.2 18.0 
 

Source: Company Data; Shore Capital Markets, IDFC Bank earnings growth NA due to impact of merger 
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NAV Performance of IGC 
In order to analyse the performance of IGC we believe that we need to look at the undiluted 

NAV performance of IGC. The difference between diluted and undiluted performance occurs 

as a consequence of a historic subscription share issue in IGC, which was concluded in 

2016 and does not impact long-term shareholder total returns. We observe that since 

December 2011, IGC and the BSE MidCap Index have outperformed the large cap index.  

However, since December 2017, IGC and the MidCap Index have underperformed the large 

cap index substantially. We would note that despite the underperformance since 2017, the 

undiluted performance of IGC is still better than that of the large-cap index.  

Figure 14: NAV Performance of IGC, BSE MidCap Index and Nifty Index 

 

Source: Company Data, Morningstar, Shore Capital estimates 

While stock specific issues have been part of the problem, the portfolio itself has been de-

rated substantially and now offers an interesting risk reward proposition, in our opinion. IGC’s 

portfolio consists of a combination of small and mid-cap stocks. Since the beginning of the 

year, several of the long-term holdings of IGC have come under pressure, even though the 

fundamental investment thesis remained intact in these companies.   

We have been in regular contact with Narain and the team at Ocean Dial about the issues 

with the individual companies.  In our opinion, the investment management process remains 

robust and the long-term opportunity is extremely attractive.  

Figure 15: IGC and peer group mkt cap (£m), gearing, discount, NAV TR performance (%) 

 Mkt Cap Net Gearing Discount 1 Year  3 Year   5 Year 

Aberdeen New India (ANII) 306.6 104 -9.5 5.4 33.3 99.4 

Ashoka India Equity (AIE) 62.1 99 4.2 9.7   

IGC (Diluted) 93.4 95 -13.4 -9.8 11.4 58.8 

IGC (undiluted) 93.4 95 -13.4 -9.8 13.4 84.2 

JPMorgan Indian (JII) 813.6 102 -9.5 4.5 23.9 82.5 
 

As at 17 July 2019, Source: Morningstar, Ocean Dial, Shore Capital calculations 

Recent performance detractors in the portfolio include stocks like J&K Bank (JKBK IN), Yes 

Bank (YES IN), Jain Irrigation (JI IN) and Manpasand Beverages (MANB IN).  In a couple of 

these cases there have been instances of fraud, while in others like JI and YES, the NBFC 

crisis has had a major role.  

This report is prepared solely for the use of Tim Adams



 

 

22 July 2019  India Capital Growth Fund + 

 
9 

At MANB the auditor had resigned in 2018, which caused a sharp decline in the share price. 

Subsequently, individuals closely associated with the founder of the company have been 

arrested for evading some of the taxes that MANB was supposed to be paying. The newly 

appointed auditor has resigned as well leaving the company in a precarious position. The 

shareholder register of the company included a private equity investor as well as other 

institutional investors and Narain has been in touch with them about how to bolster the 

prospects for the company. Narain believes that the franchise remains strong and there is a 

reasonable probability that the company is acquired given its brands.  

Figure 16: MANB share price  Figure 17: Jain Irrigation (JI IN) share price 

 

 

 

Source: Bloomberg  Source: Bloomberg 

Jain Irrigation (JI IN) is India’s largest micro irrigation company and one of the largest food 

processing companies (onion dehydration/mango processing). It also has a large pipes 

business which is used for micro irrigation as well as water irrigation. The micro irrigation 

and food processing businesses are working capital intensive. Despite this, JI has been 

focussed on deleveraging with its net Debt/EBIDTA reducing from 4.3x in FY16, to 3.7x in 

FY18, and working capital reducing from 148 days to 125 days in FY18. The net debt/ 

EBIDTA was expected to reduce further to 3x in FY19. However, due to the recent elections 

the working capital requirements increased to 145 days and consequently net debt/EBDITA 

increased to 5x, which was disappointing.  JI has been a long-term holding in the fund but 

the disappointment in the results had led Narain to consider reducing his position.   

However, the share price has already fallen substantially as a consequence of the liquidity 

crisis across the economy, which has been triggered by the default of a non-bank finance 

company (NBFC). The liquidity crunch shows no signs of abating as fixed income funds saw 

significant outflows in June 2019, as Dewan Housing Finance Ltd (DEWH IN), delayed debt 

payments in June. Many of the NBFCs had lent to unlisted Indian business houses with 

share pledges of their main listed entities as collateral. As a result, shares of all companies 

where there are high promoter pledges have been falling as there are fears that these 

NBFCs will invoke their pledges and sell in the market. JI is one of several holdings in the 

IGC portfolio which has been affected by the concerns about pledges by the promoters. 

Figure 18: JKBK Share price  Figure 19: Yes Bank (YES IN) share price 

 

 

 

Source: Bloomberg  Source: Bloomberg 
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YES suffered an initial decline when the Reserve Bank of India (RBI) decided not to extend 

the tenure of the CEO Rana Kapoor as there was a divergence between the Bank’s 

disclosure of NPAs and the regulator’s assessment of its asset quality. YES subsequently 

recruited the ex-Head of Deutsche Bank in India as its new CEO and also revamped its 

Board. Recently the market has become concerned about the bank’s exposure to the NBFC 

sector and the stock trades at a discount to book value.  Narain believes that YES is looking 

attractive at a discount to book value and may add to the position. 

In the case of JKBK, senior management has been changed following accusations of 

impropriety. The majority shareholder is the state government and new management has 

been put in place. This bank is critical to the economic progress of the state of Jammu and 

Kashmir. While the bank now trades at 0.33x historic book value, investors are cautious as 

the new management may write off several loans, impacting book value. Narain remains 

confident that while these issues may impact the company in the short-term, the long-term 

strength of the franchise and the valuation of the company makes this a compelling long-

term investment opportunity.    

While the fundamentals have deteriorated in some of the cases mentioned earlier, Narain 

attributes a large portion of the decline in the NAV since the beginning of the year to sharp 

falls in the price of several other companies in the portfolio which have been held in the 

portfolio for a long time and where the fundamental investment thesis remains unchanged. 

In several of these cases the fear of pledged shares of the promoter of the company acting 

as an overhang on the share price has been the culprit. In other cases, it has been the lack 

of liquidity combined with a forced seller. Narain believes that as the NBFC crisis eases, we 

should see the share prices of these companies recover and broader sentiment in the mid-

cap space improve. On a portfolio level, Narain believes that most of the companies are 

poised to witness significant growth in earnings.   
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Several other companies in the portfolio have been consolidating for a while and are showing 

signs of breaking out. For example, PI Industries (PI IN), which a leading agrochemical 

company in India, has been in the portfolio since 2013 has had a period of strong growth. 

The two main lines of business are domestic agrochemicals and custom synthesis and 

manufacturing business. In the last three years growth has been subdued due to an 

inventory glut in global agrochemicals. However, the company has added several new 

molecules during that period and these are now driving strong growth and the company has 

a robust product pipeline. PI trades at 31x March 2020 consensus earnings estimates.   

Figure 20: PI IN Share price (INR)  Figure 21: NITEC IN Share price (INR) 

 

 

 

Source: Bloomberg  Source: Bloomberg 

 

Another company that entered the portfolio in 2013, NIIT Technologies (NITEC IN), has been 

a strong performer. A midcap IT services company based on niche sectors of travel & 

transportation as well as non-life insurance, it competes effectively with the tier -1 players in 

its focused verticals. A new CEO has revitalised the sales engine. The restructuring of sales 

has positively impacted deal wins. NITEC trades at 17x current year (FY2020) earnings 

estimates as per Bloomberg estimates.  

As discussed earlier, several of IGC’s holdings have been negatively impacted because of 

the de-rating of companies where the founders had pledged their shares. This has led to the 

portfolio itself getting de-rated even though the fundamentals for most of the companies in 

the portfolio remain relatively robust. Narain estimates that the average stock in the portfolio 

was trading at 20x March 2019 earnings estimates. The average P/E for the portfolio, based 

on March 2020 earnings estimates was 15.7x as at the end of June 2019.  

Narain is confident that companies in the portfolio are poised to witness substantial earnings 

growth in the next twenty-four months. As at 31 May 2019, the underlying aggregate portfolio 

earnings have compounded at c.22% in INR terms since FY 2015. Narain expects this to 

improve to 27% for the current financial year before declining to 25% for the financial year 

ending March 2021.   

IGC’s portfolio is trading at an attractive multiple and should the projected earnings growth 

materialise, we would expect IGC to significantly outperform the mid and large cap indices. 

IGC has been negatively impacted by several one-off negative shocks. The management of 

IGC believes that it is unlikely that we will see a similar situation being repeated and would 

expect the NAV of the portfolio to track or exceed earnings growth in the portfolio over the 

medium term. 
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IGC Discount 
We note that IGC is trading at a discount (14%) that is slightly wider than its recent average 

discount range and the peer group. We expect IGC’s relative performance to improve and 

mid-cap stocks in India to reflect the earnings growth of the companies in question. We would 

expect the IGC’s discount to contract from current levels if these events were to occur.   

Figure 22: IGC Discount to NAV 

 

Source: Bloomberg 

 

Conclusion 
While the decline in the NAV of IGC is disappointing, we would argue that the bulk of the 

decline has been as a consequence of issues not related to the fundamentals of the 

underlying companies. The Indian equity market is facing short-term headwinds and small 

and mid-cap stocks are at the epicentre.  

Given the long-term growth prospects of the economy, the medium -term earnings growth 

prospects of the portfolio and the valuation of the portfolio relative to both history and the 

BSE MidCap Index we view IGC as having the potential to deliver strong NAV returns over 

the medium term. The recent widening of the discount should allow investors to establish 

exposure at relatively attractive levels and we expect a contraction in discount to boost 

returns for shareholders.  
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Key Risks 
 

The principal risks associated with IGC include the following:  

• Premium/discount of IGC may be volatile 

• India is a developing economy and investors should anticipate a higher degree of 

volatility in the equity market because of a combination of macro-economic factors.    

• The Trust has a substantial investment in mid and small cap companies, which can be 

more volatile than the large cap indices.   

• Even though the fund is sterling denominated the underlying holdings are in India and 

investors will be exposed to foreign exchange fluctuations, which would impact the NAV.  

Returns for investors in Indian equity markets may be impacted by taxation on foreign 

investors.   
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CONFLICTS OF INTEREST 
Shore Capital maintains a Conflicts Policy which explains how conflicts are managed.  A summary of the Conflicts Policy is available at www.shorecap.co.uk.  For details of 
potentially relevant conflicts of interest (if any) on a specific stock whether disclosed in this research report or not, please refer to the following table or contact Shore Capital’s 
compliance department on 020 7408 4050 

Company Disclosures Date Recommendation 

India Capital Growth Fund + 1,3,4,5,9,13 15 Apr 19 House Stock 

 
1 Shore Capital acts as Broker to the company. 
2 Shore Capital acts as Nomad to the company. 
3 Shore Capital makes a market in the company's shares. 
4 Shore Capital or an affiliated company has in the past 12 months acted as corporate finance adviser or has provided investment banking services to the company for which it 

either pays or receives compensation. 
5 Shore Capital or an affiliated company has in the past 12 months led or co-managed a publicly disclosed offer of securities of the company. 
6 The company held 5% or more of the issued share capital of Shore Capital Group Limited at the end of the last calendar month. 
7 Shore Capital and/or the analyst and/or the sales person who produced the recommendation owns a 0.5% or more net long position in the company's shares.  Please contact 

Shore Capital's compliance department for further information. 
8 Shore Capital and/or the analyst and/or the sales person who produced the recommendation owns a 0.5% or more net short position in the company's shares.  Please contact 

Shore Capital's compliance department for further information. 
9 Shore Capital is party to an agreement with the company relating to the production of research although the timing and content of the research is exclusively the preserve of 

the relevant analyst(s). 
10 The contributing analyst(s) has received or purchased shares of the company prior to a public offering of those shares.  Details of the price and date of the acquisition of the 

shares is available by contacting Shore Capital's compliance department. 
11 The Sales/Research Analyst responsible for this investment recommendation may have his/her remuneration linked to investment banking transactions performed by Shore 

Capital. 
12 A director, officer or employee of Shore Capital or a person closely associated to him/her, is an officer, director, or serves as an adviser or board member of the issuer. Where 

this person is the person responsible for this investment recommendation or a person closely associated with them, this will be indicated.  
13 Shore Capital is engaged to provide Corporate Access services to the issuer 
14 Any other specific disclosures 
 
^ Independent Research: 
This is independent research. The analyst who has prepared this research is not aware of Shore Capital Stockbrokers Limited and/or another member of the Shore Capital group 
(“Shore Capital”) having a relationship with the company covered in this research report and/or a conflict of interest which is likely to impair the objectivity of the research and this 
report should accordingly be viewed as independent.  
+ Non-Independent Marketing Communication: 
This is a non-independent marketing communication.  The analyst who has prepared this report is aware that Shore Capital Stockbrokers Limited and/or another member of Shore 
Capital has a relationship with the company covered in this report and/or a conflict of interest which may impair the objectivity of the research.   Accordingly the report has not been 
prepared in accordance with legal requirements designed to promote the independence of investment research and is not subject to any prohibition on the dealing ahead of the 
dissemination of investment research. 

REGULATORY DISCLOSURES 
It is the policy of Shore Capital Stockbrokers Limited not to make recommendations on companies for which it acts in an advisory capacity. Where this is the case, research reports 
refer to “House Stock”. The reference to “Price” on the front cover of formal research reports is to the current price as at the date of the research report. The date and time when the 
production of the report is completed is the date and time stated on the relevant report.   
Recommendation History: 
For a list of all research recommendations of Shore Capital analysts and sales persons disseminated in the previous 12 months, please contact compliance@shorecap.co.uk or your 
usual Shore Capital contact.
Stock Recommendation Definitions: 
Buy 10%+ absolute performance within 3-months or otherwise as specified. 
Hold +/- 10% absolute performance on a 3-month basis or otherwise as specified. 
Sell -10% absolute performance on a 3-month basis or otherwise as specified. 
Valuation, Methodology and Assumptions: 
For a summary of the basis of valuation, methodology and/or underlying assumptions used to evaluate the company covered in this research report, please click on the following link 
http://shorecap-disclosures.co.uk/methodology/methodology.pdf or contact your usual analyst or sales person at Shore Capital.  For information on changes in valuation, 
methodology or underlying assumptions related to this research report (if any) please contact your usual analyst or sales person at Shore Capital.  
Proprietary Models: 
Shore Capital analysts typically utilise proprietary models to produce research reports.  Information on the specific proprietary models used for the company or companies covered in 
this research report is available by contacting your usual analyst or sales person at Shore Capital. 
Research Distribution 
Shore Capital Stockbrokers covers 173 "non-house" stocks. There is a Buy recommendation on 84 (49%) stocks, a Hold recommendation on 60 (35%) stocks, a Sell 
recommendation on 10 (6%) stocks. Shore Capital Stockbrokers covers 259 stocks (non-house and house). The breakdown above only applies to ‘non-house’ stocks. 
Lead Analyst: 
The lead analyst with respect to each research item is the first and most prominent name. Please note that more than one analyst may work on a specific research item. 
Planned Frequency of Updates: 
Recommendations in Shore Capital research reports are kept under constant review.  As such, there is no formal timetable for the review of such recommendations.   
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DISCLAIMER 
The issue of this report is not necessarily indicative of long term coverage of the stock. Hence, updates may or may not be issued in the future. This report is published solely for 
informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities, or related financial instruments. It does not constitute a personal 
recommendation as defined by the Financial Conduct Authority (“FCA”) or take into account the particular investment objectives, financial situations or needs of individual investors. 
The recipient of this information must make their own independent decisions regarding any securities, or financial instruments mentioned in this report. 
The information above is obtained from sources considered reliable. However, the accuracy thereof cannot be guaranteed by us. Shore Capital or any of its associated companies (or 
its or their employees) may from time to time hold positions in the above equities as principal, and may also perform corporate advisory services for these companies. Share prices 
can go down as well as up and past performance is not necessarily a guide to the future. Some investments may require you to pay more money than the cost of the investment. The 
value of, or income from, any investments referred to in this report may fluctuate and/or be affected by changes in exchange rates. Levels and bases of taxation may change.  
This document may not be reproduced or further distributed to any person (including the media) or published in whole or in part, for any purpose. The material in this document is not 
intended for distribution or use outside the European Economic Area or Switzerland (with the exception of the United States and Ontario and Quebec) and may not be published, 
distributed or transmitted to persons in Japan, other Canadian provinces or Australia.  This material is not directed at you if Shore Capital is prohibited or restricted by any legislation 
or regulation in any jurisdiction from making it available to you.   
In the United Kingdom this document is being distributed only to, and is directed only at, persons who are (i) investment professionals falling within article 19(5) of the Financial 
Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended) (the “Order”) or (ii) high net worth entities falling within articles 49(2)(a) to (d) of the Order or (iii) any 
other persons to whom it may be lawfully communicated (all such persons being referred to as “relevant persons”).  This document is addressed only to, and directed only at, relevant 
persons and qualified investors within the meaning of the Prospectus Directive (2003/71/EC, as amended) and must not be acted on or relied on (i) in the United Kingdom, by persons 
who are not both relevant persons and qualified investors or (ii) in any Member State of the EEA other than the United Kingdom, by persons who are not qualified investors.  Any 
investment or investment activity to which this communication relates is available only to, and any invitation, offer or agreement to subscribe, purchase or otherwise acquire any 
securities referred to in this document will be engaged in only with, in the United Kingdom, relevant persons who are also qualified investors, and in any Member State of the EEA 
other than the United Kingdom, qualified investors. 
The views expressed in this document accurately reflect the research analyst’s personal views about any and all of the subject securities and the company on the date of this document. 
Any opinion or estimate expressed in this document is subject to change without notice. Shore Capital may act upon or use the information or a conclusion contained in this document 
before it is distributed to other persons. None of Shore Capital Stockbrokers Limited or any member of Shore Capital, or any of its or their directors, officers, employees or agents 
accept any responsibility or liability whatsoever for any loss however arising from any use of this document or its contents or otherwise arising in connection therewith. By accepting 
this document, you agree to be bound by the foregoing limitations. 
The following applies if the company is quoted on “AIM” – defined as the AIM Market of the London Stock Exchange. AIM is a market designed primarily for emerging or smaller 
companies and the rules of this market are less demanding than those of the Official List of the UK Listing Authority, consequently AIM investments may not be suitable for some 
investors. Liquidity may be lower and hence some investments may be harder to realise. 

 

DISTRIBUTION IN THE UNITED STATES 
This investment research is prepared and distributed in the United States by Shore Capital Stockbrokers Limited (Shore Capital) and, in certain instances, is distributed on behalf of 

Shore Capital by Enclave Capital LLC (Enclave), a U.S.-registered broker-dealer, only to major U.S. institutional investors, as such term is defined by Rule 15a-6 under the U.S. 

Securities Exchange Act of 1934, as amended, and as interpreted by the staff of the U.S. Securities and Exchange Commission (SEC). This investment research is not intended for 

use by any person or entity that is not a major U.S. institutional investor. If you have received a copy of this research and are not a major U.S. institutional investor, you are 

instructed not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to Shore Capital or to Enclave. Analyst(s) preparing this report are 

employees of Shore Capital who are resident outside the United States and are not associated persons or employees of any U.S.-registered broker-dealer.  Therefore, such 

analyst(s) are not subject to Rule 2711 of the Financial Industry Regulatory Authority (FINRA) or to Regulation AC adopted by the SEC which, among other things, restrict 

communications with a subject company, public appearances and personal trading in securities by a research analyst. Any major U.S. institutional investor wishing to effect 

transactions in any securities referred to herein or options thereon should do so by contacting a representative of Enclave. Enclave is a broker-dealer registered with the SEC and a 

member of FINRA and the Securities Investor Protection Corporation. Its address is 375 Park Avenue, Suite 2607, New York, NY 10152 and its telephone number is 646-454-8600. 

Shore Capital is not affiliated with Enclave or any other U.S.-registered broker-dealer. 

 

DISTRIBUTION IN CANADA 
Shore Capital avails itself of the international dealer exemption from registration as a dealer in Canada in the provinces of Ontario and Quebec.  Under Canadian securities 
regulations, Shore Capital is limited to providing research and brokerage services to permitted clients in those provinces.  By accepting to receive research reports or brokerage 
services from Shore Capital, you represent that you qualify as a permitted client under Canadian securities regulations. 

If you would like to amend your communication preferences please contact your Shore Capital representative, or alternatively, should you wish to unsubscribe from all email 

communications you can do so by emailing unsubscribe@shorecap.co.uk 

 

Shore Capital Stockbrokers Ltd. is authorised and regulated by the Financial Conduct Authority. Member of the London Stock Exchange 

Shore Capital is a trading name for both Shore Capital Stockbrokers Limited FRN: 124784 and Shore Capital and Corporate Limited FRN 146629 

Registered in England and Wales at Cassini House, 57 St James’s Street, London, SW1A 1LD. Registered No. 01850105. 

Member of the Shore Capital group  

©2019 Shore Capital Stockbrokers Limited 
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London Office  Liverpool Office Edinburgh Office 

Cassini House 
57 St James’s St 
London SW1A 1LD 

The Corn Exchange 
Fenwick Street 
Liverpool L2 7RB 

76 George Street 
2nd Floor 
Edinburgh EH2 3BU 

T: +44 (0)20 7408 4080 T: +44 (0)151 600 3700 T: +44 (0)20 7079 1670 

Contacts 
 

Simon Fine 

Chief Executive Officer 

+44 (0)20 7468 7950 

simon.fine@shorecap.co.uk 

 
Dr Clive Black 

Head of Research 

+44 (0)151 600 3701 

clive.black@shorecap.co.uk 

   

Dru Danford 

Head of Corporate Advisory 

+44 (0)20 7468 7905 

dru.danford@shorecap.co.uk 

 
Malachy McEntyre 

Head of Corporate Broking 

+44 (0)151 600 3710 

malachy.mcentyre@shorecap.co.uk 

   

Nick Conyerd 

Head of Market Making 

+44 (0)20 7647 8135 

nick.conyerd@shorecap.co.uk 

 
Simon Wickham 

Head of Sales 

+44 (0)20 7647 8161 

simon.wickham@shorecap.co.uk 

   

David Simmons 

Head of Sales Trading 

+44 (0)20 7647 8126 

david.simmons@shorecap.co.uk 
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