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First, it is positioned to
profit from a powerful and
enduring global trend: demand
for food. Second, while the
headline margins look small,
this is because Wynnstay
Group is engaged in the
transport of high value loads
from its production sites to
farmers. This means that the
return on capital is good
enough for Wynnstay to make
an economic profit. Third,
Wynnstay is successful.
Dividends at the company have
been increasing for fifteen years
straight and the company has
been profitable as far back as I

can find records.
Critics will point to historic

low growth, a dependency on
weather patterns (trends here
are not supportive of demand)
and the lack of an exciting
growth narrative.

Final results for the year
ended October 2019 showed
profit after tax down to £6.1m
from £7.7m in the prior year.
The total dividend for the year
was increased by 4.8%. Note
that this rate of increase is
significantly below what
shareholders have enjoyed in
recent years, where the
dividend has typically grown by

This AIM company
has delivered
fifteen straight
years of dividend
growth and enjoys
a net cash position.
However, the
shares trade on a
P/E of just 8.5.

Wynnstay Group is a
supplier and manufacturer of
feed, seed and fertiliser to
farmers. The Group also owns a
collection of branded
agricultural supply stores. The
company has been quoted on
AIM since 2004.

Sales volumes are weather
dependent . Most simply, when
the sun is shining, the grass
grows,meaning that dairy
farmers spend less on feed.

There are some balances to this
effect: warm weather produces
higher demand for fertiliser and
seed.

A weather-inspired profit
warning from the company in
March 2019 knocked the shares
from 422p to 335p. Two
subsequent sets of results
moved the share price little but
the current valuation has
compelled me to buymore
shares.

There are three major
points to understand about
Wynnstay Group.

quoted on AIM since 2004

total dividend for the year

was increased by 4.8%

FOR

AGAINST
longstanding success

modest historic earnings growth

Brexit risk to farm subsidies

Market cap

Bid:offer

PE (forecast)

Yield (forecast)

52week low:high

Wynnstay Group (LON:WYN)

£55m

275p:285p

8.5

5.3%

257p:465p

around 7.5% each year.
Dividends are more than 100%
covered by basic EPS
(31.0p:14.0p).

According to my data, the
shares trade at just 0.7 times
tangible book value. Wynnstay

appears to be being priced as a
cyclical. That seems unfair for a
company that has so
consistently been profitable
and is currently in a tougher
trading environment than usual,
as a result of warmer weather.

I have increased my
shareholding, inspired by final
results. A P/E of 12 would
appear reasonable, suggesting
50% upside (on 2021
consensus). The forecast yield is
5.3% in an investment
independent of consumer
confidence.

suggesting 50% upside

supportive mega trend
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