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Stagecoach ticks up as it clinches short extension
to East Midlands rail franchise

£1.33

Price:

£737.43 m

Market Cap:

1 Year Share Price Graph

Stagecoach Group PLC's (LON:SGC) shares ticked up on Tuesday after its
agreed on a short-term extension to its East Midlands rail franchise with the
Department for Transport.
The FTSE 250-transport firm said under the new agreement, which will begin
on 3 March and run until 18 August, would include supporting the delivery of a
£1.5bn midland main line upgrade to improve capacity and reduce journey
times, as well as a continuation of a stations and trains improvement
programme and the roll-out of smart ticketing in March.
READ: Stagecoach shares travel lower as RBC expects US coach disposal to
hit earnings
Stagecoach added that revenue risk for the new contract would lie primarily
with the DfT and that it expected to earn a "modest profit" under the agreement
and a profit-sharing arrangement.
The DfT also had the discretion to extend the franchise by up to 24 weeks on
the agreed terms, the company said.
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In a note to clients, analysts at broker Liberum said the extension had been
"marginally longer" than assumed and that the DfT's discretionary extension
beyond this represented a "modest upside opportunity ... although the
profitability of the extension may be more modest than we had assumed (we
had expected normal commercial terms and margins)".
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Company Synopsis:
Stagecoach Groupis an international public
transportation company, with operations in
the United Kingdom, United States and
Canada operating bus and/or rail services.

East Coast embarrassment
Stagecoach has run the East Midlands franchise, which covers routes from
London to stations including Nottingham, Crewe, Derby, and Peterborough
since 2007, although its reputation as a reliable provider was tarnished last
year when it was stripped of the East Coast Main Line franchise which was run
in a joint venture with Virgin.
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The East Coast line, which is now back under public ownership for the third time in a decade, caused an £85.6mln hit to
Stagecoaches' finances, as well as piling the pressure on UK transport secretary Christ Grayling.
The group also lost out on the South West Trains franchise in 2017, as well as the rail system for the Isle of Wight in the
same year, both of which were taken by FirstGroup PLC (LON:FGP)-owned South Western Railway.
Potential rivals?
Speculation now turns to any potential bidders that could usurp Stagecoach when the newly-extended franchise finally
expires.
When the DfT published the original list of bidders last year, with a key challenger being Sunderland-based transport
giant Arriva, which currently runs franchises including Chiltern Railways, CrossCountry, Northern, and Great North
Western.
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There is also interest from Dutch operator Abellio, which currently runs the Greater Anglia franchise and ScotRail, as
well as participating in a joint venture that operates the West Midlands franchise.
Another challenger in the form of a JV between FirstGroup and Italian train operator Tranitalia, pulled out of the running
last April.
In late-afternoon trading, Stagecoach shares were up 1% at 154.8p.
-- Adds details on East Coast Main Line, potential bidders for East Midlands, and updates share price --
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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