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Jerónimo's 4Q results were characterised by a big earnings miss 
driven by Manufacturing and JMR: the bottom line was 18% below 
expectations.  

• Manufacturing EBITDA €15m in 2H vs JPMe €23m (with 
EBITDA margin down 700bp in 2H). The division saw high input 
cost inflation in various food categories that it was evidently 
unable to pass on. We have no visibility from the statement as to 
whether this is set to continue into 2008 and will seek clarification 
in the analyst meeting. 

 JMR EBITDA in the 2H came in at €89m vs JPMe €94m, 
implying a c50bp lower margin in the period than expected (8.3% 
vs 8.8%).  The 52 stores opened in the last two years, representing 
about one-fifth of total stores, have weighed on margins as did pre-
opening expenses, closures for refurbishments and continued 
heavy price investments. 

 Poland and Cash & Carry were bang in line with expectations 
with EBITDA of €83m and €22m in the 2H respectively. 

• Cash flow generation was considerably stronger than expected.  
Working capital days increased from 54 in 2006 to 58 in 2007, 
giving a cash inflow increase from working capital of €196m 
(JPMe €121m).  Thus, despite €469m capex (JPMe €431m), 
invested capital only rose €170m and net debt came in €73m lower 
than expected at €579m. 

 Net profit att. To JM (excluding non-recurrent items) was 
18% below expectations at €38m vs JPMe €46m. 

 Share price reaction will clearly be negative.  The key question 
for the analyst meeting at 10am London-time (dial in +44 207 162 
0025) is whether the problems at Manufacturing will recur in 
2008. Earnings estimates for 2008 are bound to be revised 
downwards however, the only question is by how much.  Some 
comfort can be drawn from the fact that Poland remains on track 
and seems ever more immersed in the virtuous circle of capital-
light growth (note that the €200m capex at this division was 
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almost entirely offset by the group NWC cash inflow Biedronka 
drove).  We also note management’s intention to “leverage 
progressively the increases in sales into earnings”: this is an 
inflexion point we have been waiting some time for.

Profit & Loss Account, € million 
 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 JPMe 
Net sales 1,150 1,230 1,136 1,284 1,389 1,542 1,539 
EBITDA 85 103 64 78 100 109 124 
Depreciation (27) (28) (29) (30) (32) (35) (33) 
EBIT 58 75 35 48 68 74 92 
Net financial results (14) (8) (11) (14) (18) (17) (12) 
Non recurrent items (0) 21 1 2 14 6 (0) 
EBT 44 88 25 36 65 63 80 
Income tax (7) (22) (4) (11) (11) (11) (17) 
Net income 37 66 21 25 54 52 62 
Minority interests (7) (17) (2) (1) (8) (8) (17) 
Net income attr to JM 29 49.6 18 23 46 43 46 
Attib income ex-non recurrent items      38 46 

Source: Company data, JPMorgan estimates 
 

EBITDA margins by format 

EBITDA margin 1Q06 2Q06 1H06 3Q06 4Q06 2H06 2006 1Q07 2Q07 1H07 3Q07 4Q07 2H07 2007
Retail Mainland - store sales   7.0% 9,2% 8,2% 5,4%   8,3% 7,0%
Cash & carry mainland   5.5% 6,5% 6,0% 5,4%   6,6% 6,0%
Madeira   4.8% 6,1% 5,5% 2,9%   6,9% 4,6%
Poland   5.0% 5,6% 5,3% 5,5%   6,2% 5,9%
Agency         
Manufacturing & services   12.7% 15,7% 14,2% 12,8%   9,9% 11,3%
  manufacturing   16.1% 19,5% 17,8% 16,0%   12,4% 14,1%
  services   0.5% 3,5% 2,1% 2,6%   2,1% 2,4%
JM consolidated 6.4% 6.4% 6.4% 7.4% 8,5% 8,0% 7,2% 5,6% 6,1% 5,9% 7,2% 8,1% 7,7% 6,9%

Source: Company data, JPMorgan estimates 
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Analyst Certification:   
The research analyst(s) denoted by an “AC” on the cover of this report certifies (or, where multiple research analysts are primarily 
responsible for this report, the research analyst denoted by an “AC” on the cover or within the document individually certifies, with 
respect to each security or issuer that the research analyst covers in this research) that: (1) all of the views expressed in this report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (2) no part of any of the research 
analyst’s compensation was, is, or will be directly or indirectly related to the specific recommendations or views expressed by the 
research analyst(s) in this report.  

Important Disclosures  
 

• Market Maker/ Liquidity Provider: JPMSL and/or an affiliate is a market maker and/or liquidity provider in Jerónimo Martins.  
• Lead or Co-manager: JPMSI or its affiliates acted as lead or co-manager in a public offering of equity and/or debt securities for 

Jerónimo Martins within the past 12 months.  
• Client of the Firm: Jerónimo Martins is or was in the past 12 months a client of JPMSI; during the past 12 months, JPMSI provided 

to the company investment banking services, non-investment banking securities-related service and non-securities-related services.  
• Investment Banking (past 12 months): JPMSI or its affiliates received in the past 12 months compensation for investment banking 

services from Jerónimo Martins.  
• Investment Banking (next 3 months): JPMSI or its affiliates expect to receive, or intend to seek, compensation for investment 

banking services in the next three months from Jerónimo Martins.  
• Non-Investment Banking Compensation: JPMSI has received compensation in the past 12 months for products or services other 

than investment banking from Jerónimo Martins.  
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Jerónimo Martins (JMT.LS)  Price Chart
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Source: Reuters and JPMorgan; price data adjusted for stock splits and dividends.
Initiated coverage Sep 09, 2005. This chart shows JPMorgan's continuing coverage of this stock; the current analyst may
or may not have covered it over the entire period.
JPMorgan ratings: OW = Overweight, N = Neutral, UW = Underweight.

 

Date Rating Share Price 
(€) 

Price Target 
(€) 

09-Sep-05 OW 2.35 13.00 
16-Jan-06 OW 2.63 13.90 
03-May-06 OW 2.86 15.50 
19-Oct-06 OW 2.95 16.50 
07-Nov-06 OW 3.18 17.15 
02-Mar-07 OW 3.72 23.00 
20-Apr-07 OW 4.02 24.00 
29-May-07 OW 4.54 4.80 
26-Jul-07 OW 4.23 5.00 
06-Sep-07 OW 4.20 5.20 
25-Oct-07 OW 4.86 6.00 
03-Dec-07 OW 5.49 6.50 
24-Dec-07 OW 5.45 7.00 
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JPMorgan uses the following rating system:  Overweight [Over the next six to twelve months, we expect this stock will outperform the 
average total return of the stocks in the analyst’s (or the analyst’s team’s) coverage universe.]  Neutral [Over the next six to twelve 
months, we expect this stock will perform in line with the average total return of the stocks in the analyst’s (or the analyst’s team’s) 
coverage universe.]  Underweight [Over the next six to twelve months, we expect this stock will underperform the average total return of 
the stocks in the analyst’s (or the analyst’s team’s) coverage universe.] The analyst or analyst’s team’s coverage universe is the sector 
and/or country shown on the cover of each publication.  See below for the specific stocks in the certifying analyst(s) coverage universe.  
  

  

Coverage Universe: Alastair Johnston: Axfood (AXFO.ST), Colruyt (COLR.BR), Delhaize (DELB.BR), Jerónimo 
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JPMorgan Equity Research Ratings Distribution, as of December 31, 2007 

 Overweight 
(buy) 

Neutral 
(hold) 

Underweight 
(sell) 

JPM Global Equity Research Coverage 45% 41% 14% 
    IB clients* 50% 51% 38% 
JPMSI Equity Research Coverage 41% 47% 12% 
    IB clients* 71% 64% 49% 

*Percentage of investment banking clients in each rating category. 
For purposes only of NASD/NYSE ratings distribution rules, our Overweight rating falls into a buy rating category; our Neutral rating falls into a hold 
rating category; and our Underweight rating falls into a sell rating category. 
 

Valuation and Risks:  Please see the most recent company-specific research report for an analysis of valuation methodology and risks on 
any securities recommended herein. Research is available at http://www.morganmarkets.com , or you can contact the analyst named on 
the front of this note or your JPMorgan representative.  

Analysts’ Compensation:  The equity research analysts responsible for the preparation of this report receive compensation based upon 
various factors, including the quality and accuracy of research, client feedback, competitive factors, and overall firm revenues, which 
include revenues from, among other business units, Institutional Equities and Investment Banking.  

Other Disclosures 
 

Options related research: If the information contained herein regards options related research, such information is available only to persons who 
have received the proper option risk disclosure documents. For a copy of the Option Clearing Corporation’s Characteristics and Risks of 
Standardized Options, please contact your JPMorgan Representative or visit the OCC’s website at 
http://www.optionsclearing.com/publications/risks/riskstoc.pdf.  
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by the Hong Kong Monetary Authority and the Securities and Futures Commission in Hong Kong. Korea: J.P. Morgan Securities (Far East) Ltd, 
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Exchange (company-type) and regulated by the Taiwan Securities and Futures Bureau. India: J.P. Morgan India Private Limited is a member of 
the National Stock Exchange of India Limited and The Stock Exchange, Mumbai and is regulated by the Securities and Exchange Board of India. 
Thailand: JPMorgan Securities (Thailand) Limited is a member of the Stock Exchange of Thailand and is regulated by the Ministry of Finance 
and the Securities and Exchange Commission. Indonesia: PT J.P. Morgan Securities Indonesia is a member of the Jakarta Stock Exchange and 
Surabaya Stock Exchange and is regulated by the BAPEPAM. Philippines: J.P. Morgan Securities Philippines Inc. is a member of the Philippine 
Stock Exchange and is regulated by the Securities and Exchange Commission. Brazil: Banco J.P. Morgan S.A. is regulated by the Comissao de 
Valores Mobiliarios (CVM) and by the Central Bank of Brazil. Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero 
is a member of the Mexican Stock Exchange and authorized to act as a broker dealer by the National Banking and Securities Exchange 
Commission. Singapore: This material is issued and distributed in Singapore by J.P. Morgan Securities Singapore Private Limited (JPMSS) 
[mica (p) 207/01/2008 and Co. Reg. No.: 199405335R] which is a member of the Singapore Exchange Securities Trading Limited and is 
regulated by the Monetary Authority of Singapore (MAS) and/or JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore) which is 
regulated by the MAS. Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-x) 
which is a Participating Organization of Bursa Malaysia Securities Bhd and is licensed as a dealer by the Securities Commission in Malaysia. 
Pakistan: J. P. Morgan Pakistan Broking (Pvt.) Ltd is a member of the Karachi Stock Exchange and regulated by the Securities and Exchange 
Commission of Pakistan.  
  

Country and Region Specific Disclosures   
U.K. and European Economic Area (EEA):  Issued and approved for distribution in the U.K. and the EEA by JPMSL.  Investment research 
issued by JPMSL has been prepared in accordance with JPMSL’s Policies for Managing Conflicts of Interest in Connection with Investment 
Research which outline the effective organisational and administrative arrangements set up within JPMSL for the prevention and avoidance of 
conflicts of interest with respect to research recommendations, including information barriers, and can be found at 
http://www.jpmorgan.com/pdfdoc/research/ConflictManagementPolicy.pdf.  This report has been issued in the U.K. only to persons of a kind 
described in Article 19 (5), 38, 47 and 49 of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (all such persons 
being referred to as "relevant persons"). This document must not be acted on or relied on by persons who are not relevant persons. Any investment 
or investment activity to which this document relates is only available to relevant persons and will be engaged in only with relevant persons. In 
other EEA countries, the report has been issued to persons regarded as professional investors (or equivalent) in their home jurisdiction Germany:  
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This material is distributed in Germany by J.P. Morgan Securities Ltd. Frankfurt Branch and JPMorgan Chase Bank, N.A., Frankfurt Branch who 
are regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht.  Australia:  This material is issued and distributed by JPMSAL in Australia 
to “wholesale clients” only.  JPMSAL does not issue or distribute this material to “retail clients.”  The recipient of this material must not distribute 
it to any third party or outside Australia without the prior written consent of JPMSAL.  For the purposes of this paragraph the terms “wholesale 
client” and “retail client” have the meanings given to them in section 761G of the Corporations Act 2001.  Hong Kong:  The 1% ownership 
disclosure as of the previous month end satisfies the requirements under Paragraph 16.5(a) of the Hong Kong Code of Conduct for persons 
licensed by or registered with the Securities and Futures Commission. (For research published within the first ten days of the month, the 
disclosure may be based on the month end data from two months’ prior.) J.P. Morgan Broking (Hong Kong) Limited is the liquidity provider for 
derivative warrants issued by J.P. Morgan International Derivatives Ltd and listed on The Stock Exchange of Hong Kong Limited. An updated list 
can be found on HKEx website: http://www.hkex.com.hk/prod/dw/Lp.htm.  Japan: There is a risk that a loss may occur due to a change in the 
price of the shares in the case of share trading, and that a loss may occur due to the exchange rate in the case of foreign share trading. In the case 
of share trading, JPMorgan Securities Japan Co., Ltd., will be receiving a brokerage fee and consumption tax (shouhizei) calculated by 
multiplying the executed price by the commission rate which was individually agreed between JPMorgan Securities Japan Co., Ltd., and the 
customer in advance. Financial Instruments Firms: JPMorgan Securities Japan Co., Ltd., Kanto Local Finance Bureau (kinsho) No. [82] 
Participating Association / Japan Securities Dealers Association, The Financial Futures Association of Japan.  Korea:  This report may have been 
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affiliates may have a holding in any of the securities discussed in this report; for securities where the holding is 1% or greater, the specific holding 
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for sale. New Zealand:   This material is issued and distributed by JPMSAL in New Zealand only to persons whose principal business is the 
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