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Investment update 19/11/2019 

• Since purchase, the investment has increased by 61.28%. 

• The company has significant success during the festival holidays, 

with the share price increasing during Halloween, Christmas and 

Easter. 

• When applying Bollinger bands to the graph, the bands have 

recently been expanding, suggesting the stock is becoming more 

volatile. However, with Christmas rapidly approaching, the 

share price still has potential to grow. After the Christmas 

period, we should consider selling 30% and holding 70% with 

close observation on the stocks progress. 

• Hotel Chocolat have expanded to 14 new stores in the UK, 

attracting more customers (approximately 0.9 million) to their 

VIP membership scheme. 

• Sold 21 shares (30%) at 435p, 51 shares remaining. 

 

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. 

 

 

 

 

Hotel Chocolat Group plc has continued growth in share 

price, reaching its all-time high in over 5 years. 

 

MARKET DATA 

Date 24/03/2019 06/11/2019 

Revenue 116.33m 132.48m 

Net Income       9.98m                     10.93m 

Incorporated 1987 

52 Week 
Range 

251.56 – 
415.00 

325.00 – 
500.00 

Average 
Volume 

82,810 88,062 

Shares 
Outstanding 

112.84m 115.7m 

Free float 37.49m 38.82m 

P/E 39.92 46.62 

EPS 8.8 GBP 9.5 GBP 

Cash Flow 0.1305 0.14 

Price/Cashflow 23.12 31.64 

Book value 0.351 0.44 

Tangible Book 
Value 

0.351 0.41 

Net Profit 
Margin 

8.58% 8.25% 

Operating 
Margin 

11.37% 10.8% 

Return on 
Capital 

Employed 

29.49 29.50 

Dividend Yield 0.54% 0.40% 

Return on 
assets 

16.79% 13.31% 

Return on 
equity 

28.20% 24.58% 

Return on 
Investment 

24.80% 22.92% 

 

Current Price 

421.50 
Our Valuation Range 

325.00 – 500.00 

HOLD 

RECOMMENDATION 
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Investment rationale  

Our HOLD recommendation is derived from a valuation analysis which employs two valuation methods 

and assumptions as follows: 

▪ Analysis of the financial statements shows Hotel Chocolat have a strengthening balance sheet 

and income statement, with consistent increases in assets and net income. Although they 

have reduced their cashflow into investing activities, its clear Hotel Chocolat are expanding 

safely, therefore this stock is an excellent long-term investment. The reason for a HOLD 

decision is due to the reduction in returns, on both assets and equity, as well as this, the quick 

ratio is below 1 and volatility is growing. With a rise in the P/E ratio, it possibly suggests the 

stock is becoming overvalued, the average P/E for the sector (with similar market cap 

companies) is 14.33 which is much less than Hotel Chocolat’s P/E ratio. Its these reasons why 

we should be cautious and hold, as the stock could potentially plateau and lose its 

momentum. However, with Christmas soon approaching, its historically shown to be a peak 

time for the share prices, with the only deviation being Christmas 2018 due to a new 

innovative product. Therefore, it is worth holding the stock until a further decision is made 

after Christmas. 

▪ Ratio analysis shows a small decrease in returns on assets and equity, the current ratio is 

safely above 1 whilst the quick ratio is not. However, their low debt to equity ratio shows they 

are financially stable. 

▪ The low dividend yields suggest that the company is more stable and low risk, hence the 

shares should be a long-term investment. 

Our valuation range is 325.00 – 500.00 with a current price of 421.50. Since Hotel Chocolat reached 

an all-time high of 456.00, the stock’s volatility was becoming a concern, with spreading Bollinger 

bands and a peak in the relative strength index, it was signalling to sell. And with a rise in volatility 

and uncertainty if the stock may plateau, a decision to sell 30% of shares was made to secure profits 

and perhaps even enhance future incoming cash flows. 

The remaining 51 shares (70%) is to be held over the Christmas period, which historically has shown 

to be a peak season for Hotel Chocolat. 

 

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.  

▪ 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.  

▪ A bullish rise has caused an increase in the standard deviation and volatility, although this 

does not mean the stock will decline, it may blur future predictions on where the stock may 

go. We should be wary of declines after the festival holidays as historical data shows Hotel 

Chocolat are most successful during these periods and experience declines in between. 
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▪ A beta of 1.51 should be considered as the stock follows the FTSE100, for example when there 

was a sharp decline in the FTSE100 from January 2018 to February 2018 and from June 2018 

to October 2018, Hotel Chocolat declined at a similar, if not greater rate. 

▪ The price of Cocoa beans should be carefully watched as its down by 36% since its last peak in 

December, although a decrease in supply of Cocoa may increase the price, as demonstrated 

when there was a shortfall in Ghana, the second world’s largest producer, due to disease-

related issues. 

▪ There is increased awareness in Healthcare and diet, with a rising concern that people should 

be cutting down on products such as the ones Hotel Chocolat sell. Hence any major news in 

regard to the consumption of chocolate products should be considered. 

 

 

 

 

 
INCOME STATEMENT 
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STATEMENT OF FINANCIAL POSISTION 
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CASH FLOW 
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SUPPLEMENTARY CALCULATIONS 

 

𝑷𝟎 =  
𝑫𝟏

(𝒓 − 𝒈)
 

Given that the dividends are growing at an constant rate, 0.1p per year. We can assume the dividend 
paid next year will be 1.9p, since the most recently paid is 1.8p. 
Calculating that the required rate of return is 11.42% and growth at 5.8% constant growth. 
Price of the stock = 1.9/(11.42%-5.8%) = 338p. Showing Hotel Chocolat is overvalued. 
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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). 


