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Analyst: Michael Martin 

Email: 14538529@students.lincoln.ac.uk 
 

This page is a summary/abstract of your valuation report. All three sections below 

should be within this page only. 

Business model 

Hotel Chocolat Group plc is a chocolate company. The Company is engaged in 

manufacturing and retailing of chocolate in the United Kingdom and overseas. 

The Company operates in three areas: the United Kingdom, Europe and Rest of 

World. The Company offers chocolates under the brand, Hotel Chocolat. The 

Company sells its chocolate direct to customers though subscription, online and 

its approximately 83 stores. The Company's product ranges include self purchase, 

gift and occasion, rare and vintage, and other. Its product types include boxed 

chocolates, luxury boxed chocolates slabs and batons, enrobed fruit and nuts, 

chocolate hampers, ribbon bags, wine and spirits, hot chocolate and cocoa 

cuisine. Its chocolate types include dark, milk, white, bean to bar, boozy, caramel, 

cocoa gin, coffee, fruity, marzipan, mint, nut, patisserie, praline and truffles. The 

Company owns a cocoa plantation in Saint Lucia called the Rabot Estate. 

Investment rationale  

Our BUY recommendation is derived from a valuation analysis which employs two 

valuation methods and assumptions as follows: 

 Ratio analysis which shows a consistent 2-year profit margin of over 

10% while gearing has vastly decreased resulting in a potentially lower 

level of risk. Meanwhile a consistent increase in return on assets / 

return on equity demonstrates that the firm is undertaking investments 

which are providing stable long-term returns when compared to the 

market norms.   

 When looking at the financial statements for the firm there is also a 

clear increase in both investment and income to the firm which further 

demonstrates its growth and potential for return on investment.  

Our valuation range is 280 – 410 and so we believe it would be good to buy 

shares of this company. The recommended entry prices are not higher than 344 

with a possibility of holding them for 6 months.  

Investment risks 

 There is currently an inherent market risk due to recent political events 

which may reduce household income and therefore reduce spending on 

luxury food goods which is the main source of income for HTCL.L 

 There are also supply chain risks being created by Brexit as coco is 

sourced from farms overseas and therefore may be held at boarders if 

the appropriate deals are not made.  

Hotel Chocolat Group plc is a 

chocolate company. The Company is 

engaged in manufacturing and 

retailing of chocolate in the United 

Kingdom and overseas. The Company 

operates in three areas: the United 

Kingdom, Europe and Rest of World. 

MARKET DATA 

Revenue in GBP (TTM) 116.33m 

Net income in GBP 53.50m 

Incorporated in 1987 

Employees 1248 

52 week range 251.56 - 
415 

Average volume 82,810 

Shares outstanding 112.84m 

Free float 37.49m 

P/E (TTM) 349.8m 

Market cap 349.8m  
GBP 

EPS (TTM) 8.8 
GBP 

Cash flow per share 0.1305 

Price/Cash flow per 
share 

23.12 

Book value per share 0.351 

Tangible book value 
per share 

0.351 

Net profit margin 8.58% 

Operating margin 11.37% 

Annual div (ADY) 1.7 
GBX 

Annual div yield (ADY) 0.54% 

Return on assets 16.79% 

Return on equity 28.20% 

Return on investment 24.80% 

 

 

Current Price 

310.00 
Our Valuation Range 

410.00 – 280.00 

BUY 

RECOMMENDATION 
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 This firm is also competing in an already saturated market with companies such as Thornton’s, 

Cadbury and nestle which already hold substantial market shares.  
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Fiscal data as of Jul 01 2018 2018 2017 2016 2015 2014 

REVENUE AND GROSS PROFIT 

Total revenue 116 105 91 81 75 

OPERATING EXPENSES 

Cost of revenue total 37 34 30 27 27 

Selling, general and admin. expenses, total 66 60 54 51 53 

Depreciation/amortization -- -- -- -- -- 

Unusual expense(income) -- -- -- -- -- 

Other operating expenses, total -- -- -- -- -- 

Total operating expense 103 93 85 78 79 

Operating income 13 12 6.37 3.46 (4.25) 

Other, net 0.00 (0.01) (0.03) (0.03) (0.05) 

INCOME TAXES, MINORITY INTEREST AND EXTRA ITEMS 

Net income before taxes 13 11 5.59 2.93 (4.77) 

Provision for income taxes 2.73 2.44 1.51 0.88 (1.08) 

Net income after taxes 9.98 8.76 4.08 2.05 (3.68) 

Minority interest -- -- -- -- -- 

Net income before extra. Items 9.98 8.76 4.08 2.05 (3.68) 

Total extraordinary items -- -- -- -- (2.34) 

Net income 9.98 8.76 4.08 2.05 (6.02) 

Inc.avail. to common excl. extra. Items 9.98 8.76 4.08 2.05 (3.68) 

Inc.avail. to common incl. extra. Items 9.98 8.76 4.08 2.05 (6.02) 
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EPS RECONCILIATION 

Basic/primary weighted average shares 113 113 103 113 113 

Basic/primary eps excl. extra items 0.09 0.08 0.04 0.02 (0.03) 

Basic/primary eps incl. extra items 0.09 0.08 0.04 0.02 (0.05) 

Dilution adjustment -- 0 -- -- -- 

Diluted weighted average shares 113 113 103 113 113 

Diluted eps excl. extra items 0.09 0.08 0.04 0.02 (0.03) 

Diluted eps incl. extra items 0.09 0.08 0.04 0.02 (0.05) 

COMMON STOCK DIVIDENDS 
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Fiscal data as of Jul 01 2018 2018 2017 2016 2015 2014 

OPERATIONS 

Net income 13 11 5.59 2.93 (4.77) 

Depreciation/depletion 4.25 3.30 2.52 4.04 3.72 

Non-Cash items 1.48 1.40 0.97 0.66 (0.58) 

Cash taxes paid, supplemental 2.47 1.83 0.55 0.07 2.11 

Cash interest paid, supplemental 0.03 0.26 0.69 0.63 0.34 

Changes in working capital (6.74) (5.29) (2.33) (1.01) 1.48 

Total cash from operations 12 11 7.43 6.82 0.26 

INVESTING 

Capital expenditures (12) (8.4) (6.39) (3.13) (7.46) 

Other investing and cash flow items, total 0.34 0.01 0.43 0 -- 

Total cash from investing (11) (8.38) (5.96) (3.13) (7.46) 

FINANCING 

Financing cash flow items -- 0 (0.24) 0 -- 

Total cash dividends paid (2.48) -- -- -- -- 

Issuance (retirement) of stock, net -- 0 12 0.00 0 

Issuance (retirement) of debt, net (6.74) (0.83) (1.18) (0.19) 1.96 

Total cash from financing (9.23) (0.83) 11 (0.2) 1.96 

NET CHANGE IN CASH 

Foreign exchange effects 0.04 0.15 0.12 (0.06) 0.03 

Net change in cash (8.23) 1.99 12 3.44 (5.21) 
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Net cash-begin balance/reserved for future use 8.47 6.48 (5.7) (9.13) (3.74) 

Net cash-end balance/reserved for future use 0.24 8.47 6.48 (5.7) (8.96) 

SUPPLEMENTAL INCOME 

Depreciation, supplemental 4.25 3.30 2.52 4.04 3.72 

Cash interest paid, supplemental 0.03 0.26 0.69 0.63 0.34 

Cash taxes paid, supplemental 2.47 1.83 0.55 0.07 2.11 

Fiscal data as of Jul 01 2018 2018 2017 2016 2015 2014 

ASSETS 

Cash And Short Term Investments 0.24 8.47 6.48 4.94 4.80 

Total Receivables, Net 1.47 0.90 0.97 9.41 16 

Total Inventory 13 9.88 6.60 4.49 3.93 

Prepaid expenses 6.01 5.13 4.57 4.43 -- 

Other current assets, total 0.01 0.31 0.44 -- -- 

Total current assets 20 25 19 23 25 

Property, plant & equipment, net 36 31 26 12 14 

Goodwill, net 0.93 0.94 0.91 0.68 -- 

Intangibles, net 1.85 1.40 0.94 0.87 1.51 

Long term investments 0.04 -- -- -- -- 

Note receivable - long term -- -- -- -- -- 

Other long term assets 0.07 0 0.09 -- -- 
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Total assets 60 59 47 37 41 

LIABILITIES 

Accounts payable 6.80 6.83 5.44 4.63 -- 

Accrued expenses 5.41 5.51 6.67 4.53 -- 

Notes payable/short-term debt 0 0 0 11 14 

Current portion long-term debt/capital leases 0.20 3.37 0.43 0.95 0.72 

Other current liabilities, total 4.72 5.53 4.84 3.05 0 

Total current liabilities 17 21 17 24 29 

Total long term debt 0.02 3.50 6.64 7.30 7.72 

Total debt 0.22 6.88 7.08 19 22 

Deferred income tax -- 0 0.08 -- -- 

Minority interest -- -- -- -- -- 

Other liabilities, total 3.46 2.72 1.95 2.44 2.08 

Total liabilities 21 27 26 34 38 

SHAREHOLDERS EQUITY 

Common stock 0.11 0.11 0.11 0.10 0.11 

Additional paid-in capital 12 12 12 0 0 

Retained earnings (accumulated deficit) 27 18 8.85 4.23 2.18 

Treasury stock - common -- -- -- -- -- 

Unrealized gain (loss) -- -- -- -- -- 
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Other equity, total 0.88 1.05 0.35 (0.54) (0.16) 

Total equity 40 31 21 3.79 2.12 

Total liabilities & shareholders' equity 60 59 47 37 41 

Total common shares outstanding 113 113 113 113 113 

Treasury shares - common primary issue 0 0 0 0 0 
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LINCOLN STUDEMENT MANAGED INVESTMENT FUND (LSMIF) 
 

Founded in 2018, the Lincoln Student Managed Investment Fund (LSMIF) is exactly what it says on the 
tin, a fund which will analyse, determine upon, and purchase shares to create a portfolio. The only 
difference is we are students. No simulations, just our knowledge and ability vs the real market. The best 
test of our teachings and learnings. 

The fund is set up with a structure similar to any other professionally run fund management company 
with students running every aspect of the fund, from CEO to analyst. It is designed to give any student 
involved the best experience of the financial world possible before getting a job. 

The fund will be handed down to new students each year as those partake in this fund finish their 
studying. The fund aims to grow in the future, with more positions available to give the most number of 
students the chance to partake. 

The ultimate goal of the fund is to raise the profile of each student involved to allow for them to get the 
best experience possible. We, however, set the following objectives to make the fund grow on sustainable 
basis: 

 To generate long-term returns from investments using our stylized investment strategies. 
 To raise funds though crowdfunding and donors to help increase the capital base. 
 To increase the number of students involved in the fund with expanded capital base. 
 To link the fund’s activities with the related programmes and modules’ assessments 
 To get more outside sponsors who want to work directly with the fund as well, to further 

simulate the professional environment. 

Contact details 

Chief Executive Officer: Mr. James Stenson, BSc Banking and Finance, University of Lincoln. Email: 

18688103@students.lincoln.ac.uk. 

Academic Advisor: Dr. Hao Quach. Principal Lecturer/Programme Leader for Banking and Finance 

programmes. Email: hquach@lincoln.ac.uk. Tel: +441522835546 

General Enquiries: Email: LSMIF@lincoln.ac.uk  

DISCLAIMER 

This report is for educational purpose only. The views expressed in this report are those of the authors 

and not necessarily related, by any sense, to those of the University of Lincoln or the Lincoln International 

Business School. The expressions of opinions in this report are subject to changes without notice. Authors 

have based this document on information from sources they believe to be reliable but which they have 

not independently verified. Any recommendations contained in this report are for educational purposes 

and intended for general/public readers to whom it is distributed. This report is not and should not be 

construed as an offer or the solicitation of an offer to purchase or subscribe for any investment. This 

report may not be further distributed in whole or in part for any purpose. No consideration has been 

given to the particular investment objectives, financial situation or particular needs of any recipient or 

reader.  

Copyright. Lincoln Student Managed Investment Fund (LSMIF) 2019, ALL RIGHTS RESERVED. No part of 

this publication may be reproduced, stored in a retrieval system, or transmitted, on any form or by any 

means, electronic, mechanical, photocopying recording, or otherwise, without the prior written 

permission of the Lincoln Student Managed Investment Fund (LSMIF). 


