
Irish international sales, marketing, and support services group DCC
plc released a six-month trading update earlier, the firm having seen
a near-30% increase in revenue and a 15% increase in its adjusted
operating profits over the time.
Revenues came in at £7.5b on a constant currency basis, vs the
£5.93b seen this time last year. Adjusted operating profits were
£195.8m vs the previous £176.1m. Encouragingly, the firm stated that
each of its divisions: Tech, Healthcare, LPG (Liquefied Petroleum Gas),
and Retail & Oil saw growth over the six months, despite external
factors such as highly volatile energy markets, supply chain
disruptions, and of course inflationary pressures.
"DCC is well positioned to lead our customers through their energy
transition. With the strength of our market positions and an active
acquisition pipeline, DCC has the capability and financial strength to
continue the growth and development of the group across the
energy, healthcare, and technology sectors" said CEO Donal Murphy. 
The shares are currently trading about 2.6% lower on Tuesday to
£61.20, having moved broadly sideways for over 6 months now but
still a healthy 18% higher YTD. DCC shows a competitive 21.2x TTM
P/E ratio, coming in below its industry average of 23.4x. Additionally,
the stock has a forward-looking P/E at present of 15 times. We revise
our target price down slightly to £80. From today's levels this would
still represent a robust 30.7% return, if reached. From an income
point of view, DCC yields a dividend of over 2.5% at its current price,
and has steadily increased its dividend per share over the past
decade, with a payout ratio of 54%.
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Equities: The main indices are mixed but quiet in Europe on Tuesday morning, after moving
marginally lower yesterday following five consecutive weekly gains. With real yields showing no
signs of budging from deeply negative territory, many investors are faced with very little choice
and therefore continue to allocate capital to equities. Futures in the States this morning are
slightly lower, bringing the VIX up to $17.40 ahead of important PPI inflation data due from the
region this afternoon, followed by CPI tomorrow. Earnings season, while now winding down, is
still on the radar for many equity investors across all sectors.
Currencies: Trading was mixed yesterday on currency markets, with the Dollar moving
somewhat lower vs Euro and GBP. The Dollar has drifted lower over recent sessions, likely as a
result of the Fed insisting last week that it would be patient in deciding when to hike rates.
EUR/USD at 1.159 on Tuesday morning, GBP/USD just below 1.36.
Safe-havens: Gold has moved higher to a resistance point around $1,830 in recent days, the
metal benefiting from less hawkish than expected central banks and now approaching its highest
prices since June. Yields are slightly lower today, continuing on their moves of the past week, US
10yr currently yielding 1.47%, German 10yr at a negative 26 bps.
Looking ahead: Following this morning's Eurozone economic sentiment results, this afternoon
we are due to get Producer Price Index (PPI) figures out of the United States. Throughout the day
we will also see the Fed Chair Jerome Powell and BOE Governor Bailey speaking at online events.
Later today we will get earnings results from Fineco and Sysco Corp. We will then hear tomorrow
from Allianz, Marks & Spencer, Koninklijke Ahold Delhaize, Engie, Adidas, Siemens Energy, and
Walt Disney.

DCC

Grafton Group
UK and Irish-based builders merchants business Grafton Group
released a strong trading update earlier today. Revenues from
continuing operations were over 28% higher to £1.76b for the ten-
month period to the end of October, up from the previous £1.37b.
Grafton said it now expects its full-year group adjusted operating
profit to be between £265m - £270m, compared to the old forecast
for £256m.
Grafton pointed to the fact that 2021 so far has been an outstanding
year as the strength of DIY activity and an inflationary surge in
building materials had a positive impact on its volumes, revenues, and
gross margins. "However, supply chain disruption and pricing
pressure remain a challenging backdrop for many of our suppliers
and customers. We expect to exit 2021 in good shape and well placed
to outperform in our markets" the statement reads.
Grafton's shares have moved lower this morning, currently down
1.3% to £13.50. The shares have enjoyed a 275% return from the
trough put in at the beginning of the pandemic, 46% higher so far this
year, and are still trading on decent valuations. Based on earnings
this year, the group is coming in at a P/E of just over 16 times, versus
its peer-average of over 25x. When we look at analysts' earnings
forecasts for the next 12 months, we get a forward-P/E of just 17.8x.
Grafton currently has a price to book of 2.0x versus its peers' 2.1x.


