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The Share Centre downgrades Burberry to a ‘sell’

Turnover in Asia increases by 62%
Pressure on consumer budgets impact Burberry

Burberry could struggle to see further growth

As The Share Centre downgrades luxury goods brand Burberry to a sell Nick Raynor,

investment adviser, explains why.

“Recent results reported that turnover in the Asia Pacific region had increased by 62%. Although
this may have pleased growth seeking investors, for us it highlighted Burberry’s dependency on
China. Turnover was lower in other regions rising by 12.5% in Europe and by 9% in the Americas.
Chinese consumers are becoming more affluent and spending more on luxury goods, however

growth in the region has started to slow and it is uncertain how long this trend will continue.

“Burberry’s PE valuation is close to the sector average and it is forecasted to fall below average in
the next two years. Further growth could therefore be a struggle for the company and, should

Asian markets weaken, we could see substantial downside to the share price.

“There is also pressure on Burberry’s home market with high inflation, higher VAT and high

unemployment all contributing to fewer pounds in the pocket for UK and European consumers.

“The level of cash in the company, which currently stands at 8%, is a concern for us. We would
like to see the funds used for acquisitions or a special dividend for shareholders, however there
has been no mention of this. We believe the shares are overvalued so it is unlikely a share buyback

scheme will be put in place.



“The company currently offers little for income seeking investors and increases in the yield are
expected to be minimal in the coming years. By 2013 Burberry estimates its income yield will be

just over 2%.

“We believe the risks of holding Burberry outweigh the benefits and suggest investors take the
profits and sell. There has been plenty of growth in recent years with the share price rising from
250p in March 2009 to a high of 1610p in July 2011; however we feel investors could receive

higher yields and better growth opportunities elsewhere.”
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Note to editors:

The Share Centre is now on Facebook and Twitter.
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To view all our press releases and more from our investment advisers please go to blog.share.com
Risk Warnings:

Investing in general, and the products and services mentioned above may not be suitable for all: if in
doubt, individuals should seek independent financial advice. The value of investments and the
income from them can go down as well as up and investors may not get back their original
investment. Past performance is not a reliable indicator of future performance.

The bases and levels of taxation relating to ISAs, CTFs and SIPPs are subject to change and the
value of these tax allowances may depend upon the circumstances of the individual.



About The Share Centre:

The Share Centre was established in 1990 to provide value-for-money share services for private
investors. Its range of services includes buying and selling shares (by Internet, telephone and post)
and a comprehensive share administration and safe custody service. Tax-efficient investment
‘wrappers’ including ISAs, CTFs and SIPPs are also available.

The Share Centre’s Advice team provides comment on market sectors, individual shares and funds
on www.share.com. Access is available to customers and registered users of the site. Registration
is free. To understand how our Advice team arrive at their views please read our Investment
Research Policy. The Share Centre blog is also available at http://blog.share.com.

In addition, account customers can receive individual telephone advice on UK-listed shares and on
funds traded via the CoFunds trading platform.

The Share Centre Limited is a member of the London Stock Exchange and is authorised and
regulated by the Financial Services Authority under reference 146768.

Registered in England No. 2461949. Registered office: Oxford House, Oxford Road, Aylesbury,
Bucks. HP21 85Z.



