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Good morning everyone and thank you for joining us.  As usual, I am joined by Ruth.  I will start by making a few comments on the 17-week numbers and then we’ll take questions.

Overall, we are where we expected to be at this stage of the year and our focus has been on the delivery of our strategy in each of the three Divisions, which we are progressing well on.  On a statutory basis, group net revenue was up 2%, benefitting from the contribution of Mr Green since we acquired the business in late January.

Online revenues were up 8% with Sportsbook revenue down 11% and Gaming up 28%, assisted by the acquisition of Mr Green.  On a pro-forma basis, Gaming revenues were flat with Sportsbook down 12%.

As expected, we have seen a continued impact in online from our enhanced customer due diligence measures in the period and we are also trading against tough comparators due to the unusually high margins last year.  This is reflected in the online margin for the period being 0.8 ppts down year-on-year.  

If we look through the effect of these, growth for both Sportsbook and Gaming are in line with the guidance range given at our Capital Markets Day.  We have continued to see growth in actives, the Grand National and Cheltenham Festival both saw record levels.  The integration of Mr Green has been proceeding well and overall performance is in line with expectations, despite an initial impact from new regulations in Sweden.  This shows the benefit of a diversified business.

Moving to retail, revenue was down 7% with Sportsbook up 2% and Gaming down 15%.  Retail, like online has been trading against tough Sportsbook margins a year earlier.  However, this was compensated for by wagering growth of 5%, mainly in football.  Our proprietary SSBTs continue to do well, with a machine weekly average up 23% year-on-year.

Machine gaming revenues were obviously impacted by the £2 stake cut from 1 April, which so far has impacted us in line with our expectations.  It is, however, too early to be definitive about the extent of substitution into other products, it is still very early days and we will be in a better position to update you in more detail on the impact of the £2 staking limit at the half year.

The US delivered revenues up 48% on last year which included revenue growth of 6% in our existing business.  US margin was down 0.9 ppts this year but was offset by excellent wagering growth.  Amounts waged directly with William Hill were up 65% in total, including 27% growth in the existing business.  No new States legislated in the period up to 30 April but in the last week the Governors of Indiana and Iowa have signed new sports betting laws.  We await the full licensing process and look forward to entering our eighth and ninth States in due course.  We have access secured in both of these States already through our deal with Eldorado.  A number of further States are expected to regulate later in the year.

Last month we launched a new brand-led advertising campaign featuring Anthony Joshua, which you might have seen on TV, social media and cinemas around the Easter weekend.  For some time I think we have been punching below our weight with our brand and this campaign is a step towards addressing that.

It is in keeping with our ‘Nobody Harmed’ ambition and we have integrated responsible gambling measures into the campaign.  More broadly we are encouraged to see ongoing industry collaboration with other operators, which I believe will help to shape standards for the future and address public concerns.

Lastly, we remain confident with the expectations for the full year assuming as normal normalised gross win margins for the remainder of the year.

That concludes an overview of progress we have made and we can now take questions.

Questions and Answers



Ed Young (Morgan Stanley):  Thank you.  I have one question on each Division, if that’s okay.  The first is on online; can you please quantify the impact of the responsible gambling measures in the period and remind us when it is they ?lap and as a second part of that, you said that Mr Green is in line with your expectations.  How much do you think it can grow this year? What are your expectations for that business?



Philip Bowcock:  I'm not going to give you the split but suffice to say they lap in June broadly, so it is a first half/second half split.  I believe our expectations for the year underlying are where we said at the Capital Markets Day, which is mid single digits.



Ed Young: Okay, thanks.  The second question is on retail.  I appreciate what you are saying at this early stage but could you give us any colour as to whether there are any components so far that have been high end or low end of your expectations?  Is it fair to say machines have been down 40%-ish since they were first in line with PayPal BetFair, is that a fair representation?  Are there any bits, perhaps SSBTs or other bits of mitigation that have been better or worse than you have seen so far?  Can you give any colour around the shape of what has led to that?


Philip Bowcock:  Overall, we have been uncannily close to the forecast we put in place before it actually took place.  The 40%-odd that you mentioned is, again, broadly where we expected it to be and where we are at the moment, and we are monitoring progress on substitution into OTC at the moment.  As I said, these are very early days but we are exactly where we expected to be.



Ed Young:  Thanks, and the final one is on the US.  There have been a couple of media deals struck recently by competitors.  Can you give us some colour on the attractiveness of what remains out there, in your view, and how much of a priority for you is a potential media deal?  You have the first and third skin on Eldorado: would you consider running a parallel operation, so to speak, with a media deal, or would you potentially go in, or how do you envisage the potential models that you might use in that respect?



Philip Bowcock:  The first and third skin gives us optionality if we wanted to.  The important thing for me is that media is only one part of the overall make-up of a strategy into the US.  We have the market access through Eldorado as we have spoken about before.  We have, as I see it, a very capable team that we have put in place over the last six months.  We shall have our own proprietary technology platform launched at the start of the NFL season and, as and when the opportunity comes and we feel the need to do a media deal, we will do a media deal.  What I would say is that we haven't been disappointed by not getting any media deal as we stand at the moment but we keep on exploring options and we have the flexibility sitting where we are to be able to do a media deal if we wish to do so.



Monique Pollard (Citi):  Good morning everyone.  There are a few questions from me.  The first is on the UK actives number: can you give us some indication of the UK actives growth in the quarter on line?



Philip Bowcock:  Last year, we were growing in the 20% of actives.  We are not seeing that level of growth, however the growth that we are seeing is encouraging, is all I would say.



Monique Pollard:  Great.  As far as UK retail growth, you are very clear as to what you are expecting versus what you have seen.  Could you give us any detail on the timing of shop closures we could expect for 2019?



Philip Bowcock:  No.  We'll be able to give you a fuller and broader update as and when we get to the half-year announcements.



Monique Pollard:  Okay.  As a final question from me, could you give an update on what your current expectations are for the potential for a New York sports betting bill to be passed this year and whether that would be more likely to be a retail versus a retail and mobile deal?



Philip Bowcock: What I'll tell is what we hear and, obviously, what the politicians in New York decide to do will depend on them more than on anyone else.  The consensus would be that you would probably get retail this year but mobile will take a couple of years.



Monique Pollard:  Very good, thank you.



Jason Lake (Ares Management):  Hi there and thank you for taking the question.  I was wondering about the 2020 notes that you have refinanced for ’26, as a result of the tender you still have more than half of those 2020s outstanding, so you have now have evolved notes outstanding.  I wonder how you think about that, as you look forward in terms of your interest costs if there is an ability to tender for more of that or just the repayment at maturity?

Philip Bowcock:  We are likely to be able to repay it.  We are likely to do repayment at maturity for those is where we will probably end up.

Jason Lake:  Okay, understood.  Thank you.

Patrick Coffey (Barclays Capital):  Morning everyone.  Question on online and one on retail, please.  On online, are you able to quantify the impact that Sweden had for Mr Green over the 17-week period?

Secondly, in online, the trend ex-Mr Green seem a bit soft.  I appreciate that win margins were a tough comp, but gaming and sports wagering seem a bit soft.  Is there any further detail you can give there?

Then on retail, the rent reduction letters that you sent out to landlords yesterday, what’s the average rent roll reduction you have received so far from landlords?  Thanks.

Philip Bowcock:  I’ll do them in reverse order. The retail and rent reductions, we are making progress.  It is hard yards given the number we have to go through, I think there are about 1,800 landlords that we have.  I am not going to tell you the exact numbers.  Suffice it to say that we are making a degree of progress on that.


The Sweden numbers, again I am not going to disclose individual countries, suffice to say that overall Mr Green is now delivering where we would have expected it to be and where we wanted it to.  I think it’s common knowledge that Sweden did take a hit in the country overall after the introduction of their regulation, but what we are seeing is the benefit of a diversified business and that whilst Sweden hasn’t come back to exactly where it was prior to that regulation, we are seeing out-performance in other territories of other countries.


If you look through the impact of the margin and the customer due diligence as I said in my commentary, we are seeing revenue growth in line with our guidance which is mid-single digits.



Patrick Coffey:  Thanks and sorry, just one follow-up just on self-regulation.  Should we be thinking there should be a self-regulation manifesto signed by yourselves and the other key names in the sector in the next three months?



Philip Bowcock:  I don’t like the word ‘manifesto’, it has a political taint to it!  No, I think we are working hard as an industry to collaborate and come up with something but I don’t want to go beyond that.



Patrick Coffey:  Okay, thanks a lot.



Gavin Kelleher (Goodbody):  Hi, morning, Philip.  Just one from me; just on US investment, can you give us any sense, have your expectations there changed, given what has happened in the first four months of the year and how you spent in the US, the new States that have come on stream, were they in line with what you said back in November?



Philip Bowcock:  We are broadly where we expected to be.  I think we just have to wait and see which States regulate over the next three to six months and how they regulate.  Obviously if they regulate more, straight to mobile, you need more investment from the marketing perspective.


I think what we are probably going to see is a number of States trying to get out there before the NFL season starts because if you are not out there before the NFL season starts, which really is going to be the primary betting sport, you might as well wait another 12 months until it starts again, so you actually are able to start with a bit of a bang. We just need to see how it plays out.



Gavin Kelleher:  Okay, perfect.  Thanks.



Simon Davies (Deutsche Bank):  Morning, just one from me.  Just on retail, a very strong performance of SSBTs; can you remind me where you are in terms of SSBT volumes and growth during the period and what percentage of Sportsbook revenues in retail are now coming from SSBTs?



Philip Bowcock:  With regard to SSBTs, what I can tell you is about 50% of football comes from SSBTs.  The exact number of SSBTs that we have out there, we will come back to you but I think it’s about 3,200 from recollection.  



Ruth Prior:  1.8 per shop.



Philip Bowcock:  Or 1.8 per shop as Ruth has just said.


Simon Davies:  And that’s still growing?  Where do you think they’ll end up?



Philip Bowcock:  We still need to optimise the ?estate, and obviously we just need to be careful because as we come to close a number of shops and we rationalise, there will obviously be a redistribution as well.
Simon Davies:  Okay, thanks.



Richard Stuber (Numis):  Good morning, Philip and Ruth, there are two quick questions from me please.  The first is on retail.  Could you tell me how many shops you have closed year to date?  The second question is on the US, on Iowa and Indiana: can you just confirm that you will be the operator in those states as far as how we model it in our model?



Philip Bowcock:  Yes, we shall be the operator in those states under our agreement with Eldorado, so that shows the benefit of the access we have from there.  When we look at how many shops we’ve closed so far, it is a handful.  



Sangam Saririm (Reuters):  I have two quick questions.  You spoke about restructuring costs in retail last time and a couple of other times.  I wonder whether there are any changes to that cost right now, even though you are adjusting to the new laws in Britain?



Philip Bowcock:  Sorry, which costs?



Sangam Saririm:  Restructuring costs.  You said you are remodelling retail resulting in a couple of shop closures.



Philip Bowcock:  We haven't changed any guidance from that which we have given before.



Sangam Saririm:  Alright.  Is there any estimate of how many retail outlets you are going to close in Britain as a result of the regulation?



Philip Bowcock:  No, we have previously said it could be up to 900 but we are not going beyond that at this point in time.



Daria Fomina (Goldman Sachs):  Thank you so much for taking my questions.  I have two if I may.  First, can you talk a little bit about the competitive environment and the stakes growth of only 1% online?  I hear your message that the win margin is down 80 ppts and that is driving the decline on a pro forma basis with quite a meaningful decline on the online side.  If you can you talk about the competitive environment, why the stakes growth is where it is and what your outlook is as far as the progression through the rest of the year, that would be very helpful, assuming stable win margins. 


I may have missed your answer to the previous question but, as my second question, when you say you are going to talk about the shop closures with the first half results later this year, does that imply there won't be any proactive shop closures till then and, at that point, you will make a decision, so until now everything stays as it is?  Or do you mean that you are going to talk to us about it at that stage?



Philip Bowcock:  Take it the latter more than anything else on that question.  When it comes to the competitive environment, we set out quite clearly at our Capital Markets Day where we saw the UK market and that we saw it not growing to the levels at which it had grown over the last five to 10 years: we set out mid single digit growth for the next two to three years in the UK market and we still stand by that.  


I believe that the competitive environment has been rational, there is nobody out there acting irrationally, so it is really a continuation of where we are.  I believe that the larger players are very cognisant of the responsible gambling needs and we are taking actions to ensure we are acting responsibly.  
Certainly, we are seeing a significant increase in the number of interactions that we have with our customers on a daily, weekly and yearly basis, and we shall continue in that vein to make sure we are doing what we can to ensure that people are being protected where they need to be protected.  Therefore, overall, I do not see the competitive environment changing dramatically from where it has been over the last 12 to 24 months.

[no further questions registered]



Philip Bowcock:  Thank you all very much.  To reiterate, we are where we expected to be and our focus remains on the delivery of our strategy as we set out at the Capital Markets Day towards the end of last year.  Thank you all for joining the call and I look forward to speaking with you at our half-year announcements.

[Ends]
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