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Fat Prophets Taking Remaining Profits
Shares in Scottish broadcaster STV Group (LSE.STVG) have retreated since our last review, and sell half,
take profit recommendation. This is despite the company releasing a strong half year result, and a new
venture with Virgin Money. With the company not immune to further disruption and the shares finely poised at
the psychological 400p level, we are taking the decision to take the remainder of profits on this
recommendation. We recommend Members sell their holdings in STV group.
Recent first half results were strong in our view, with total revenues growing 6% and good growth across all
the company’s divisions; Broadcast, Digital and Production. The company saw a 6% rebound in advertising
revenues to £57.7m and at the bottom line, profit before tax and exceptionals and IAS19 (pension charges)
was up 8% at £9.4m.
Underpinning the revenue performance and advertising revenues were strong viewership numbers. In fact,
STV’s share of viewing was the strongest since 2009 at 18.7%, 13% higher year on year and 10% higher
than the company’s bigger counterpart south of the border, ITV. Online viewing on STV Player rose 73%.

Source Investor Presentation.
An encouraging feature was that digital revenue were up some 24%, and growth here has been central to our
positive outlook. We have also been encouraged by management’s new strategic plan (albeit so has the
market given the share price re-rating). A cost out program has been part of this and the company is on
target to make around £2m in cost savings to fund new investments. The company has also closed STV2 on
30 June as planned and licences sold. Key executive management appointments have also been made

across the group as promised with new heads of Broadcast and Digital. A new appointment for the
Production unit is also imminent.
The company is also streamlining its Production business and will rebrand to focus more on consistent and
“market-relevant” content to strengthen its brand instead of having a mix of more random content it has been
spewing out over the years.
All said, this will entail significant upfront costs, but management has noted that the cost savings generated
from lopping off STV2 and some other changes will be sufficient to pay for the strategic shift.
Shareholders also took some of the spoils from the result with an interim dividend of 6 pence per share
confirmed, and full year dividend payment of 20 pence per share proposed, up 18% year on year.

The company has announced a new four-year strategic partnership with Virgin Media, to deliver “an
enhanced viewing experience across STV and STV Player and providing significant incremental value to
both parties.”
With such a plethora of good news, we would have expected a more positive reaction from the share price,
but this also goes to the fact that much had been priced into the shares after the recent run (that said an
earnings multiple of 11 times is hardly demanding). We are also conscious that confidence towards the
sector and stock could be undermined if Brexit negotiations go the wrong way,
As such and having already taken some profits at higher levels, we are happy to call time on the stock for
now. It will remain on our watchlist and in the event there is an entry opportunity at lower levels.

We recommend Members sell their holdings in STV group.

DISCLAIMER

Fat Prophets has made every effort to ensure the reliability of the views and recommendations expressed in the reports published on its websites. Fat
Prophets research is based upon information known to us or which was obtained from sources which we believed to be reliable and accurate at time of
publication. However, like the markets, we are not perfect. This report is prepared for general information only, and as such, the specific needs,
investment objectives or financial situation of any particular user have not been taken into consideration. Individuals should therefore discuss, with their
financial planner or advisor, the merits of each recommendation for their own specific circumstances and realise that not all investments will be
appropriate for all subscribers. To the extent permitted by law, Fat Prophets and its employees, agents and authorised representatives exclude all liability
for any loss or damage (including indirect, special or consequential loss or damage) arising from the use of, or reliance on, any information within the
report whether or not caused by any negligent act or omission. If the law prohibits the exclusion of such liability, Fat Prophets hereby limits its liability, to
the extent permitted by law, to the resupply of the said information or the cost of the said resupply. As at the date at the top of this page, Directors and/or
associates of the Fat Prophets Group of Companies currently hold positions in: ASX-listed Australian stocks: ASX-listed Australian stocks: AAC, AAD,
AGO, AJA, AMP, ANZ, APA, APG, AVG, BCI, BHP, BKN, BOQ, BRL, BRU, BTR, BWP, CBA, CCL, CDD, CFE, CGL, CKF, CNQ, CVO, CWN, DLS, DNX,
DUE, ELD, ENV, EVN, FID, FMG, FXJ, GJT, GMG, GNS, GOR, GPT, GXL, HUB, IAU, IFL, ILU, IMF, JHX, MFG, MGR, MML, MMS, MND, MNF, MPL,
MTR, MTU, NAB, NCM, NMG, NUF, OBS, ORE, OSH, OVH, POS, PPS, PRG, PRT, PXG, QAN,QBE, RIO, RXL, RRS, S32,SDG, SFR, SGP, SIV, SLR,
SPK, STO, SUN, SYD, TAM, TEN, TLS, TME, TTN, WBC, WFD, WES, WHC, WOW, WPL, WSA. International stocks 3i Group, Acacia Mining, Amec
Foster Wheeler, Anglo American, Archipelago Resources, Arian Silver Corp, Aviva, Avocet Mining, Bank of China, Barratt Developments, BMW, Berkeley
Energy, BG Group, BOLSAS Y MERCADOS ESPANOLES,SOCIEDAD, Bovis Homes, BP, Braemar Shipping Group, British American Tobacco, BT
Group, Cairn Energy, Centamin Egypt, China Life Insurance, China Mobile, China Overseas, China Taiping, China Vanke, Country Garden, Daejan
Holdings, Development Securities, Dragon, Enquest, Esure, Euronext, FedEx, Fresnillo, Ibiden, Infosys, Glaxosmithkline, Glencore International,
Goldbridges Global Resources, Google (Alphabet), Grainger, Gulf Keystone Petroleum, Highland Gold Mining, HSBC,ICICI Bank, Ironveld, iShares
Physical Metals, J Sainsbury, JKX Oil & Gas, John Wood Group, Kazakhmys, Legal & General, Lloyds, Low and Bonar, Market Vectors Junior Gold
Miners, Market Vectors Oil Services, Market Vectors Vietnam, Marstons, Medusa Mining, Mitchells & Butlers, Mitsubishi Tokyo Financial, Mitsubishi UFJ,
National Grid, Nippon Telegraph and Telephone, Panasonic, Paragon Group of Companies, Petra Diamonds, Petrofac, Petropavlovsk, PICC Property &
Casualty, PPHE Hotel Group, Randgold Resources, Rank Group, Reckitt Benckiser, Royal Dutch Shell, Solgold, Sony Corporation, Standard Chartered,
STV Group, Sylvania Platinum, Tata Motors, Tencent, Tertiary Minerals, Teva Pharamaceutical, Toyota Motor, Tullow Oil, Unilever, Vedanta Resources,
Vodafone, Walt Disney, Zillow.

Snapshot STVG
STV Group

Latest Closing Price: £4.0249
STV group is a Scottish media company which was originally formed as Scottish Television. The business has undergone a number
of transformational changes over the years through acquisitions and divestments. And a rapidly changing industry landscape has
also seen the regularly seen the company involved in corporate activity speculation, either as the acquirer or target.
Acquisitions over the years included the purchase of two newspapers in Glasgow in 1996, which were subsequently sold as the
group looked to focus on television and media assets, a decision which looks to have been well founded given current ad trends.
A key deal involved the acquisition of Grampian, the ITV license holder for Northern Scotland, in 1997. Scottish Television (which
owns the license for Central Scotland) and Grampian merged brands in 2006 to form STV. And after selling off print based and
radio assets, the name change also reflected management intention to focus back on core TV assets.

Market Capitalisation:£158.92m
FY1

FY2

Price to Earnings

11.0
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Dividend Yield (%)

5.2
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EV/EBITDA
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