
Euro turkey roll over 
No sooner has the suntan lotion been packed away and Christmas is here 
already. Cue cheap wine, turkey roll and bad disco music. If that wasn’t bad 
enough, everyone’s skint, with Christmas trade only being kept alive with a 
seemingly never ending stream of one-day sales. But the British are a funny lot - 
despite all this, recent surveys have shown that most British people are really 
quite happy. Whether this is a symptom of insanity or merely a stiff upper-lipped 
complete unwillingness to look reality in the face - no one knows. However, it is 
better than watching what is going on across the Channel, where Europe’s 
leaders are working painfully slowly towards addressing the core inconsistencies 
in the Eurozone and European Union.  

The recent rally in equity markets has been built upon the expectation that 
European leaders actually do ‘get it’ this time and that a comprehensive solution 
to the Eurozone debt crisis will be found. Certainly it seems that lately the Ger-
mans have realised that an implosion of the Eurozone would not be a good thing 
- but they need to put their money where their mouth is. The trade-off which has 
recently emerged is that a much greater degree of fiscal discipline will be the 
price demanded by Germany to allow the European Central Bank to act as 
lender of last resort - being able to act like a central bank in fact. The latest 
European summit has taken a potentially big step forward in terms of fiscal co-
ordination (one which has an unfortunate resemblance to the old system) but 
agreement on giving the ECB unlimited ability to buy sovereign debt remains 
elusive. This is what is really required to stem the crisis, and disappointment on 
this front was almost inevitable. However, moves have been made in this direc-
tion  - and markets will continue to hope that Europe’s leaders will get there 
eventually.  

On a completely different note, with the spate of conferences and the associated 
flying of politicians and officials from one end of the continent to the other, one 
thing is for certain - it is the taxpayers that will have to foot the bill. This raises a 
more serious and less flippant point. Despite the pervading doom and gloom, 
certain companies and sectors of the economy continue to do very well. Talking 
about flying, commercial aerospace is but one example of this. Over the coming 
decades, air traffic - particularly in Asia - is expected to be very much higher 
than currently. Tens of thousands of new passenger aircraft will be needed. As a 
result, new aircraft types such as the Boeing 787 have been designed and are 
starting to be manufactured. This production is serving a long term trend - and 
has nothing to do with what happens or does not happen in Europe next year, or 
the year after.  

Granted, the basis of just about every growth story one hears these days is Asia 
- but the economic fundamentals of that continent still look sound. Within this 
long term growth trend we expect there will be smaller economic cycles which 
will have to be negotiated. Broadly speaking our preference would be for not 
being suckered-in at the top of such cycles, and instead look for some weakness 
as a long term buying opportunity. Hence even in the most gloomy of times, 
some excellent, selective buying opportunities can present themselves.   

Finally, Canada experienced a sudden six-fold increase in immigration inquiries. 
They put this down to the election of George W Bush. Today, in 2007, Italian 
became the official language of which country?  
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STAN - Standard Chartered - BUY 1436p (TP 1680p) Recent trading updates 
have confirmed that the bank continues to perform well, with a strong rate of in-
come growth expected in 2011. Even allowing for a lower rate of growth and higher 
impairments in 2012 (which may turn out to be pessimistic) we believe there is 
value in the shares. The bank’s exposure to European sovereign debt (both periph-
eral and core) is immaterial and it remains a net lender to interbank markets. The 
bank’s credit rating is strong and was recently upgraded by S&P. Overall we be-
lieve this is still a good level to be buying the shares.  

ADN – Aberdeen Asset Mgt – BUY 210p (TP 245p) A good set of final results for 
the year ended 30 September. Underlying EPS increased by 41% to 18.7p (3.6% 
ahead of the Reuters consensus) and the total dividend increased by 28% to 9.0p 
(nearly 10% ahead of consensus). Profits were driven by a 23% increase in reve-
nue and a good improvement in margin to 39.5%, although assets under manage-
ment which had grown through most of the year were 5% lower than a year ago. A 
confident outlook statement with performance and demand for its core products 
and balance sheet remaining strong. Net cash at the end of the period was £128m. 
The company also has an attractive dividend yield of 4.3%.         

TSCO – Tesco – ADD – 397p (TP 410p) Tesco released its third quarter trading 
statement which was slightly disappointing, although it reaffirmed its full year 
expectations. In the UK like for like sales were down nearly 1% compared with 
expectations of ‘marginally’ lower sales. International showed growth of 1.1%, 
driven by the US (+12%) although there was no new word on the level of losses or 
expected break-even date (currently expected 2013/14). Europe was +0.9% and 
Asia +0.8%, affected by a sharp slowdown in Thailand as a result of the floods. 

BRBY – Burberry Group – ADD 1271p (TP 1400p) Burberry is a strong company 
and a flagship British luxury goods brand. We believe it is well managed with scope 
to continue to grow in emerging markets and further expand its product range. The 
company has a strong balance sheet and there is scope for further efficiency gains 
across the group. However, following recent strength in its share price we have 
downgraded our recommendation to ADD. Our target price remains unchanged at 
1400p (March 2013 p/e 19.7x).  
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Atkins—downgrade to HOLD 
 
Burberry Group—downgrade to ADD 
 
PZ Cussons—downgrade to HOLD 
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