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Cautionary statement

This document is solely for use in connection with a briefing on the group headed by 
Stagecoach Group plc (“the Group”).

This document contains forward-looking statements that are subject to risk factors 
associated with, amongst other things, the economic, regulatory and business 
circumstances occurring from time to time in the countries, sectors and markets in which 
the Group operates. It is believed that the expectations reflected in these statements are 
reasonable but they may be affected by a wide range of variables which could cause actual 
results to differ materially from those currently anticipated. No assurances can be given 
that the forward-looking statements in this presentation will be realised. The forward-
looking statements reflect the knowledge and information available at the date of 
preparation.

This document is not a full record of the presentation because it does not include 
comments made verbally by Stagecoach Group management or by others.



3

ROSS PATERSON
FINANCE DIRECTOR



4

First half results in line with expectations

 Adjusted EPS 14.4p (H1 2016: 17.0p)

‒ Lower UK Rail profit as expected

 Interim dividend up 8.6% to 3.8p

 Further investment in new vehicles and technology

 Bid submitted for new South West Trains franchise

 Potential for further one-year extension of West Coast Trains franchise

 Further new rail franchise opportunities

 Our expected 2016/17 adjusted EPS broadly unchanged

‒ Change in expected mix of profit
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* Excludes inter-city coach services operated as a sub-contractor

Half-year ended
29 Oct 2016

Half-year ended
31 Oct 2015 Change

Revenue (£m) 513.9 522.4 (1.6)%

Like-for-like revenue (£m) 510.4 521.5 (2.1)%

Operating profit (£m) 66.6 71.9 (7.4)%

Operating margin (%) 13.0% 13.8% (80)bp

Estimated like-for-like passenger journeys* (m) 341.0 346.2 (1.5)%

 Subdued revenue trends: local economies; lower fuel prices; congestion

‒ Revenue per vehicle mile down 0.6%

 Right decisions for long-term

‒ Cautious pricing

‒ Investment through the cycle

‒ Investment in digital

 Fundamental growth drivers

‒ Action on congestion, urbanisation, population growth, technology and environment

UK Bus (regional operations)
Responding to short-term revenue trends
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Half-year ended
29 Oct 2016

Half-year ended
31 Oct 2015 Change

Revenue (£m) 14.9 8.4 77.4%

Operating loss (£m) (4.6) (9.2) 50.0%

Exceptional loss on sale (£m) (2.8) -

 Retail operations sold 1 July 2016

 Operation of German, Italian and Belgian networks ceased

 Continued operation of international network of services between UK and continental Europe – under 
contract to FlixBus

 Ongoing operation of French network

megabus Europe
Sale of retail operations
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UK Bus (London)
Continued solid returns

Half-year ended 
29 Oct 2016

Half-year ended
31 Oct 2015 Change

Revenue and like-for-like revenue (£m) 131.5 133.1 (1.2)%

Operating profit (£m) 9.1 10.0 (9.0)%

Operating margin (%) 6.9% 7.5% (60)bp

 Prior year tender losses reflected in lower profit

 Current year tender success

‒ vehicle miles broadly maintained

‒ net increase in number of contracts
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North America
Positive action in response to weakened demand

Half-year ended 
29 Oct 2016

Half-year ended
31 Oct 2015 Change

Revenue (US$m) 338.4 349.2 (3.1)%

Like-for-like revenue (US$m) 338.9 349.2 (2.9)%

Operating profit (US$m) 23.5 28.6 (17.8)%

Operating margin (%) 6.9% 8.2% (130)bp

 Megabus.com revenue down 7.8%

‒ Reflecting positive action on network design

‒ Revenue per vehicle mile up 2.4%

‒ Improvement in revenue trends since September 2016

‒ Planned reorganisation of megabus mid-west network to improve profitability

 Non-megabus revenue more stable – 0.7% down

‒ Contract wins/growth partly offsetting leisure-related weakness

 Improving outlook with stable/rising oil prices
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UK Rail
Profit ahead of start-of-year expectations

Half-year ended 
29 Oct 2016

Half-year ended 
31 Oct 2015 Change

Revenue and like-for-like revenue (£m) 1,092.3 1,083.2 0.8%

Operating profit (£m) 20.5 43.8 (53.2)%

Operating margin (%) 1.9% 4.0% (210)bp

Estimated passenger miles – S West (m) 2,002.2 2,000.2 0.1%

Estimated passenger miles – East Coast (m) 1,747.6 1,719.0 1.7%

Estimated passenger miles – E Midlands (m) 749.2 732.2 2.3%

 As anticipated, reduced profit at South West and East Coast

 Estimated normalised revenue growth c.2%, in line with UK Rail sector

 Very recent revenue growth and forward bookings suggest improving trend

 Cost reduction and contractual income offsetting lower than expected revenue

 East Coast forecast to be profitable for remaining franchise period to 2023

 A raft of growth initiatives, particularly at East Coast
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Virgin Rail Group
Strongly performing franchise to run to at least March 2018

Half-year ended 
29 Oct 2016

Half-year ended 
31 Oct 2015 Change

Revenue and like-for-like revenue – 49% share (£m) 280.1 270.0 3.7%

Operating profit – 49% share (£m) 17.1 16.6 3.0%

Operating margin (%) 6.1% 6.1% -

Estimated passenger miles (m) 2,321.9 2,268.1 2.4%

 Continued out-performance versus start of franchise expectations

 Taxpayers sharing in out-performance

 Slower revenue growth, consistent with broader UK rail sector

 Potential for franchise extension from March 2018 to March 2019

 New West Coast Partnership franchise opportunity from March 2019

‒ existing West Coast business and initial operation of HS2
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Good financial position

Half-year ended 
29 Oct 2016

Half-year ended 
31 Oct 2015 Change

Net finance charges (including share of net finance income of 
joint ventures) (£m) (16.3) (22.9) 6.6

EBITDA from continuing operations and joint ventures* (£m) 191.0 211.8 (20.8)

Closing net debt (£m) (484.4) (458.0) (26.4)

Net Debt/EBITDA – rolling 12 months* 1.4x 1.2x 0.2x

EBITDA*/Net finance charges* (including share of net finance 
income of joint ventures) 11.7x 9.2x 2.5x

* excluding exceptional items

 c.£480m of committed bank facilities extended to October 2021

 Average debt maturity 6.8 years

 Three investment grade ratings

‒ reduction in pension deficits (accounting basis) since half-year improves rating headroom
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MARTIN GRIFFITHS
CHIEF EXECUTIVE
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UK Bus – investing now for future growth

UK Bus

 Refining pricing strategy

‒ On bus v off bus

 Investing in revenue and volume 
analytics as more revenue moves off 
bus

 Network reviews in light of lower 
growth period

 Continued development of local 
authority partnerships

 Smaller vehicle trials

 Continued fleet investment

 Technology investment and trials

‒ over £30m capital expenditure 
over last 3 years
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North America – positioning our business portfolio for improved returns

North America

 Network changes to improve 
profitability

 New contract opportunities

 New services: e.g. retailers’ park & 
ride

 Technology investment

‒ new megabus.com website and 
app in early 2017

‒ new websites for non-megabus 
businesses soon
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UK Rail – effective franchise management

UK Rail

 Careful consideration of up to date 
revenue trends when bidding

 Raft of growth initiatives, particularly 
at East Coast

 Proactive contract management

 Technology investment
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Rail franchise portfolio

Franchise DfT planned 
expiry date

Opportunity

South West Trains August 2017  Strong incumbent position
 Bid submitted – decision expected early 2017

East Midlands Trains July 2018  Value in current Direct Award franchise
 Prospectus published for new franchise to start July 

2018
 Strong incumbent position

Virgin Trains East Coast March 2023  Forecast profit for remaining life of franchise to 2023

West Coast Trains March 2018  Opportunity for extension to March 2019
 Interesting new franchise opportunity, encompassing 

HS2
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Long-term fundamental drivers of public transport growth

Population growth  UK population growth of 9.7m forecast over 25 years to 2039 
(Office of National Statistics)

Road congestion  Continuing rise in congestion
‒ costs UK c.£13bn per annum (INRIX; CEBR)

 Approaching tipping point necessitates more radical 
solutions

 Public transport opportunity

Urbanisation  83% and growing of UK population is urbanised, US: 82% 
(World Bank)

Technology  Improved ease of use of public transport
 More efficient operations
 Personalisation

Environmental  Growing political pressure to address air quality
 Mass transit preferable

Economic growth  Strong public transport is fundamental to economic growth
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Long-term fundamental drivers – Stagecoach-specific

 Long-term perspective on pricing

 “Through the cycle” investment

 Digital and technology investment

 Experienced management team

 Capital discipline

 Good financial position
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Good performance, cautious outlook remains

 First half results in line with our expectations

 Taking the right decisions for long-term success

 Good financial position

 Further opportunities ahead

− Rail: further franchise opportunities in UK

− Bus: organic growth potential

 Positive fundamental drivers of public transport growth
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Summary income statement

Half-year ended 
29 Oct 2016

£m

Half-year ended 
31 Oct 2015

£m

Change

£m

UK Bus (regional operations) operating profit 66.6 71.9 (5.3)

megabus Europe operating loss (4.6) (9.2) 4.6

UK Bus (London) operating profit 9.1 10.0 (0.9)

Citylink profit after tax 1.1 1.1 -

North America operating profit 17.5 18.5 (1.0)

Twin America profit after tax - 3.1 (3.1)

UK Rail operating profit 20.5 43.8 (23.3)

Virgin Rail Group profit after tax 13.9 13.5 0.4

Restructuring costs and Group overheads (7.1) (8.1) 1.0

Operating profit 117.0 144.6 (27.6)

Finance charges (net) (16.6) (23.1) 6.5

Tax (17.9) (22.3) 4.4

Profit excluding intangibles and exceptionals 82.5 99.2 (16.7)

Intangibles and exceptionals, net of tax (9.7) (25.0) 15.3

Reported profit from continuing operations 72.8 74.2 (1.4)

Adjusted earnings per share (pence) 14.4 17.0 (2.6)
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Rail premium profiles

The above amounts are subject to adjustment for: (1) various inflation measures (2) risks borne by the DfT (3) called options and (4) changes in 
Regulated Network Rail charges.  The amounts shown above are based on estimated inflation and options called to date, and exclude revenue 
support.  100% of the relevant amounts are shown above irrespective of the Group’s percentage stake in each business.

Year to 31 March:
South West

£m
East Midlands

£m
East Coast

£m
West Coast

£m

2017 (662.7) (60.0) (276.1) (205.6)

2018 (272.7) (59.0) (342.2) (240.7)

2019 (353.7)

2020 (322.0)

2021 (419.9)

2022 (511.5)

2023 (588.5)
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Miscellaneous income statement items

Half-year ended 
29 Oct 2016

Half-year ended 
31 Oct 2015 Change

Twin America joint venture after tax (£m) - 3.1 (3.1)

Citylink joint venture after tax (£m) 1.1 1.1 -

Group overheads (£m) (6.3) (6.9) 0.6

Restructuring costs (non-exceptional) (£m) (0.8) (1.2) 0.4

Intangible asset expenses (£m) (8.1) (7.4) (0.7)

Post-tax exceptional items (£m) (2.8) (18.6) 15.8

 Exceptional items related to disposal of retailing part of megabus Europe
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Taxation

Half-year ended 29 October 2016

Pre-tax profit
£m

Tax
£m

Rate
%

Excluding intangible asset expenses and exceptional items 104.2 (21.7) 20.8%

Intangible asset expenses (8.1) 1.2 14.8%

Exceptional items (2.8) - -

93.3 (20.5) 22.0%

Reclassify joint venture taxation for reporting purposes (3.8) 3.8

Reported in income statement 89.5 (16.7) 18.7%

Cash tax paid (net) (4.6)
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Movement in net debt

Half-year ended 
29 Oct 16

£m

EBITDA from Group companies before exceptional items 172.5

Loss on disposal of property, plant and equipment 0.4

Equity-settled share based payment expense 1.0

Dividends from joint ventures 10.8

Working capital movements (20.7)

Net interest paid (21.1)

Tax paid (4.6)

Net cash from operating activities 138.3

Net capital expenditure including new hire purchase and finance leases (125.5)

Acquisitions /disposals of businesses, intangibles and investments (11.2)

Token sales and redemptions (0.1)

Cash generation 1.5

Foreign exchange/income statement movements (38.6)

Equity dividends (45.3)

Net own shares purchased (2.7)

Movement in net debt (85.1)

Opening net debt (399.3)

Closing net debt (484.4)
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Fuel hedging

* excludes megabus Europe fuel volumes 

Market prices are as at 30 November 2016. 

Prices exclude delivery margins, duty, taxes and Bus Services Operators Grant

UK Bus
(Regional

operations)*
UK Bus 

(London)
North 

America UK Rail

2016/17 - % of forecast consumption hedged 98% 75% 80% 94%

- average hedge price (per litre) 35.3p 34.7p 54.2 cents 28.4p

2017/18 - % of forecast consumption hedged 98% 74% 51% 64%

- average hedge price (per litre) 34.0p 33.6p 44.2 cents 25.6p

2018/19 - % of forecast consumption hedged 85% 25% 14% 25%

- average hedge price (per litre) 28.2p 33.1p 47.7 cents 30.7p

2019/20 - % of forecast consumption hedged 36% 12% 1% -

- average hedge price (per litre) 33.0p 29.9p 61.5 cents -

Market price (per litre) 30.5p 30.5p 40.7 cents 30.8p
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Definitions and abbreviations

 Like-for-like amounts are derived, on a constant currency basis, by comparing the relevant year-to-date amount 
with the equivalent prior year period for those businesses and individual operating units that have been part of 
the Group throughout both periods.

 Operating profit or loss for a particular business unit or division within the Group refers to profit or loss before 
net finance income/charges, taxation, intangible asset expenses, exceptional items and restructuring costs.

 Operating margin for a particular business unit or division within the Group means operating profit or loss as a 
percentage of revenue.

 Exceptional items means items which individually or, if of a similar type, in aggregate need to be disclosed by 
virtue of their nature, size or incidence in order to allow a proper understanding of the underlying financial 
performance of the Group.

 Gross debt is borrowings as reported on the consolidated balance sheet, adjusted to exclude accrued interest 
and the effect of fair value hedges on the carrying value of borrowings.

 Net debt (or net funds) is the net of cash and gross debt. 

 DfT refers to the United Kingdom Department for Transport, a Government department.
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