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The professional information and events business is a superb long-term investment

Why RELX is one of  
the best companies in  
the FTSE 100

It may be one of the 20 biggest 
London-listed companies by 
market cap but unlike other 

names on this list such as BP 
(BP.), HSBC (HSBA) or Vodafone 
(VOD), Anglo-Dutch professional 
information and events company 
RELX (REL) has a very limited 
public profile.

In our view this should not 
obscure an impressive track 
record of delivering dividend 
growth and capital gains to 
shareholders and the group’s 
capacity to maintain this 
performance going forward.

Until July 2015 it was called 
Reed Elsevier, formed in 1992 
by the merger of UK trade book 
and magazine publisher Reed 
International and Netherlands-
based scientific publisher 
Elsevier.

A TRULY GLOBAL BUSINESS
Today RELX is a truly global 
business offering information 
and analytics for professional 
and business customers across 
several different industries in 
more than 180 countries.

As the accompanying table 
shows it is a leading player 
across its four market segments. 
The scale of the business is 
reflected in the fact its events 
division, despite representing 
just 15% of group revenue, is 
the global leader in this industry.

 

also came in at 4% in 2016  
after five consecutive years of  
3% growth.

This predictability comes at 
a price. Based on consensus 
forecast, the shares trade on 
19.9 times 2018 earnings and 
offer a forward dividend yield  
of 2.5%.

More than a third of the 
analysts who follow RELX have 

REASSURINGLY PREDICTABLE
Recent trading has been 
reassuringly predictable. 
Underlying revenue growth of 
4% for the first nine months 
of 2017 was the same as that 
reported for the first half 
and there was no change to 
guidance on full year numbers, 
which should be reported in late 
February 2018. Revenue growth 

WHAT IS ANALYTICS? 
Identifying, interpreting and communicating 

meaningful patterns in data. Organisations use 
this to forecast and improve performance
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SHARES SAYS:  
This is one of the highest quality 
businesses on the UK stock 
market and worth paying a 
premium price. (TS)

BROKER SAYS:

a ‘hold’ recommendation on 
the stock but this fence sitting 
has historically been exposed by 
strong share price performance.

For example, investment bank 
UBS had a ‘neutral’ rating on 
the stock four years ago and the 
share price has subsequently 
more than doubled.

Over the last 10 years the 
share price has advanced more 
than 150%. Recent gains have 
been supported in part by 
currency movements. The 85% 
of revenue derived from outside 
the UK has been flattered when 
converted back into weakened 
sterling.

The stellar share price 
performance is also backed 
by financial performance. The 
company doubled its annual 
dividend to 36p for 2016 from 
18p a decade earlier and has 
not cut the payout at any 
point through this period. This 

Swede Erik Engstrom since 
November 2009 and he joined 
back in 2004 when he headed up 
the Elsevier part of the business.

He has delivered on a 
consistent strategy, moving 
steadily from print to digital, 
increasing the sophistication of 
its analytics tools and shifting to 
faster growing geographies to 
improve the quality of earnings.

In 2016 more than half 
its revenues came from 
subscriptions which tend to have 
a recurring element.

As RELX notes the solutions it 
offers ‘often account for just 1% 
of customers’ total cost base but 
can have a significant and positive 
impact on the economics of the 
remaining 99%’.

This relatively low-cost high 
value offering could make its 
business more resilient to any 
future economic downturn.

THE INVESTMENT CASE  
IS NOT WITHOUT RISK
The single biggest risk for the 
company is a material data 
breach which could undermine 
client confidence. The threat 
of open access – the principle 
of giving away publicly-funded 
peer-reviewed research for 
free – continues to bubble 
away in the background but 
so far the policies adopted by 
most governments worldwide 
have been friendly to large 
subscription publishers like RELX.

generosity has been backed by 
steadily growing earnings and 
cash flow.

BIG DATA EXPERTISE
RELX is aligned with the big 
data trend which is seeing 
companies in most sectors being 
bombarded with a dizzying 
amount of information on a daily 
basis. As far back as 2004 the 
business created a platform to 
deal with its own vast collection 
of public records data.

The FTSE 100 constituent 
can now take in large data sets 
and funnel out irrelevant and 
unreliable data and deliver 
focused information to its clients.

For example, this could help 
a car insurance firm calculate 
the right level of premium for a 
customer or help a pharmacist 
ensure a prescription is 
legitimate.

The group has been led by 2711

RELX - DIVISIONAL SNAPSHOT
SEGMENT GLOBAL MARKET 

POSITION
% OF 2016 
REVENUE

SCIENTIFIC, TECHNICAL & MEDICAL 
Provides information and analytics  
to help institutions and professionals  
progress science, advance  
healthcare and improve performance 

1 33.6

RISKS & BUSINESS ANALYTICS 
Helps companies assess risk and  
improve operational efficiency -  
its biggest customer is the  
insurance industry 

1 
(in key markets)

27.6

LEGAL 
Provides information and  
analytics for the legal profession

2 in US, 
outside US 1 or 2

23.5

EXHIBITIONS 
Encompasses more than 500  
events in more than 30 countries 

1 15.3

Source: Company reports


