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Update 22/03/2019 

 

Investment Rationale  

Halma had a positive trading update released on 21/03/19 

(Appendix 1). As a result, stock price reached new all-time 

high 1707.56 GBX. It might be worth holding the position 

with a tight stop loss, anticipating a new 1770 target.  Updated 

valuation range suggests that the current 3 to 1 risk to reward 

ratio could lead to potential profit erosion, as we bought at 

1499. So is the right time to sell or adjust a stop loss. 

Therefore, it is recommended to sell our holdings today. 

 

Despite previous intention to hold the stock for a prolonged 

time, it is recommended to reduce current risk exposure. We 

could repurchase from a previous strong resistance(R2) level 

currently positioned between 1497-1514 levels. We anticipate 

it to be supportive as 50 days simple moving average (SMA) 

is located at 1513, within the same range. 

Additional levels to watch: 

Previous resistance R1 - 1595-1609 & 20 days SMA 1613, 

R3 levels - 1385-1413 & SMA -100 - 1426, SMA - 200 - 

1404. 

 

Investment Risks 

Halma previously acknowledged a possible short-term supply 

disruptions issue when Britain leaves the European Union. 

Mainly due to potential changes to the UK- and EU-based law 

and regulations such as product approvals, patents, and 

import-export tariffs. Also, it was confirmed that the mobility 

of the workforce and the availability of talent could cause 

additional problems. Approximately 9 percent of Halma’s 

revenue came from direct sales between the UK and the 

European Union in the financial year 2017/18. 11 June 2019 

Full Year Results might not be as previously anticipated if UK 

leaves EU before results will be announced. 

Additionally, recent Jerome Powell's, Federal Reserve 

System, monetary policy outlook update should not be 

ignored. As he indicated that not only Chinese and European 

economies have slowed 'substantially ', also the US economy 

is slowing. 

 

Business Model 

144 % 1-year increase; beta 0.7114.

 

MARKET DATA 

 March 
2019 

February 
2019 

Revenue in GBP 
(TTM) 

1.16 b 

Net income in GBP 181 m 

Founded in 1894 

Employees  6341  6300 

52-week range 1,136.00-
1,707.56 

1,136.00
-

1,529.00 

Average volume 1.41m 1.01m 

Shares outstanding 379.01M 
 

379.65 
m 

Free float 376.6M 
 

372.34 
m 

P/E (TTM) 37.98 37.55 

Market cap 6.35 bn 
GBP  

5.69bn 
GBP  

 

EPS (TTM) 0.4410 
GBP 

0.4016 
GBP 

 

Cash Flow per share 0.17 0.5706 

Price/Cash flow 
 per share 

26.87 26.34 

Book value per 
share 

2.45 2.44 

Tangible book 
 value per share 

--- 0.1101 

Net profit margin  14.46% 
 

14.46 

Operating margin 
(TTM) 

17.85% 
 

17.35 

Return on Capital 
 Employed 

13.49 

Annual div (ADY) 15.08 GBX 

Annual div yield 
(ADY) 

0.90% 1.01% 

Return on assets 10.82% 
 

10.70 

Return on equity 19.19% 
 

17.87 

Return on 
investment 

14.29 12.13 

 

Current Price 

1,675 GBX 
Our Valuation Range 

945 - 1,770  

SELL 

RECOMMENDATION 

mailto:11251592@students.lincoln.ac.uk
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Halma plc is involved in the manufacture of a range of products that protect and improve the 

quality of life for people. The Company operates through four segments: Process Safety, 

Infrastructure Safety, Medical, and Environmental & Analysis. The Process Safety includes 

products, which protect assets and people at work, including specialized interlocks, 

instruments, and explosion protection and corrosion monitoring products. The Infrastructure 

Safety includes products, which detect hazards to protect assets and people in public spaces, 

transportation, and commercial buildings. Its products include fire and smoke detectors and 

fire detection and suppression systems. The Medical includes products, which enhance the 

quality of life for patients and improve the quality of care delivered by providers. The 

Environmental & Analysis includes products and technologies for analysis in safety, life 

sciences and environmental markets. It also includes products to monitor water networks. 

 

Previous Investment Rationale  

Our to watch recommendation was derived mainly after conducting a technical stock price 

analysis. Fundamentally Halma PLC remains extremely strong, acquiring several companies 

every year and focusing on the new investment opportunities worldwide, which as a result 

lead to a very successful long-term growth. While reducing risk due to its not only global 

diversification over 20 countries but also operations within several sectors. 

Solid P/E ratio is showing significant confidence and attraction to Halma PLC, their 

marketing team is doing incredible work to make investors to ‘stay in love’ and keep 

investing even during current market uncertainties. 

Current stock price remains within ascending channel, which was formed almost 10 years 

ago, currently being at the all-time high, the upper boundary of the channel, so-called 

‘resistance’. Therefore, it is wise to watch and wait until the lower boundary of the channel 

will be reached to confirm it as a support. Alternatively, break of the current resistance level, 

currently positioned in 1490 – 1500 range would provide a potential buy signal. Active risk 

management process should be in place as the stock price will reach a new all-time high. 

When stock price will reach support or break resistance, we could consider our investment 

opportunity, as long as there would not be significant fundamental changes.  

 

Previous Investment Risks 

Current Brexit and US-China trade deal uncertainties remain as the main risk factors for 

Halma PLC. While being well diversified over several sectors worldwide their major 

operations remain within the USA, Europe, and the Asia Pacific. This uncertainty could force 

the stock price to violate a lower boundary of the long term parabolic ascending channel, 

which would result in a significant price depreciation, as it could drop to the lowest boundary 

of our valuation range, 945 level. Therefore, it is wise to watch closely for the confirmation 

of the support by the prolonged uptrend line, currently positioned in 1310 – 1350 range. 

Weekly stock price close below 1300 level could lead to sharp price depreciation. 
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Appendix 1 – Halma PLC Trading Update 21/03/19 
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Appendix 2 – Halma PLC Income Statement 
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Appendix 3 – Halma PLC Balance Sheet 
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LINCOLN STUDENT 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). 

 


