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Gas and Electric Utilities

Price: $58.56
Fair Value Estimate: $66.00
52-Week Range: $42.51 - $58.60
Market Cap (MM): 10,178
Shr.O/S-Diluted (mm): 173.8
Average Daily Volume: 881,406
Dividend: $1.04
Yield: 1.8%
 
FYE: Sept 2018A 2019E 2020E
EPS: $2.74A $2.94E $3.15E
Prior EPS: NC NC
P/E Ratio: 21.4x 19.9x 18.6x

Quarterly EPS:
Q1 $1.01A $1.26E $1.24E
Q2 $1.69A $1.63E $1.73E
Q3 $0.09A $0.14E $0.30E
Q4 $(0.04)A $(0.08)E $(0.11)E
EPS: Adjusted

December 7, 2018

UGI Corporation (UGI) - BUY

UGI: Business Model Ready for the Next Stage of
Growth; Maintaining BUY Rating, Raising F.V. to $66
 
PORTFOLIO MANAGER BRIEF

UGI's investor day presentation framed the company's past performance as exemplary
and its future outlook as exceptionally strong in terms of earnings growth and cash
flow generation. Perhaps the most substantial key takeaway was the continuing focus
on the AmeriGas operations, where unit prices have suffered due to below normal
weather for the past few years. Normalizing weather, in-house reviews surrounding
the IDR structure and a backstop (Standby Equity Commitment Agreement) should
allow for improvement in unit performance on a go-forward basis. We've made no
adjustments to our forward estimates, maintain our BUY rating but raise our Fair Value
on UGI shares from $60 to $66.

 
ANALYST NOTES

● AmeriGas - Substantial Focus on Improvement Across Key Metrics. It's certainly
been a tough two years for AmeriGas from an adjusted EBITDA perspective,
as unfavorable weather patterns below historic norms have led to downward
guidance revisions, a weakened unit price and concerns surrounding distribution
coverage. APU CEO Hugh Gallagher addressed these issues at length during
the AmeriGas part of the presentation, highlighting that the internal review
underway between UGI & APU is looking to strengthen the balance sheet further,
and a variety of items are on the table, including a review of the IDR structure. To
be clear, balance sheet strengthening actions have already been taken; over the
last two years, $981MM of senior notes has been refinanced to lower interest
rates (>100 bps) and lengthen maturities, while OPEX reduction initiatives
continue to reduce costs and improve margins. Looking forward, the company
has no debt maturities due until 2024, and during the review process, the SECA
(Standby Equity Commitment Agreement) between UGI and APU will remain
in place as a backstop in the event APU needs additional liquidity. We note
that while its still early in the FY19 heating season, temperatures have been
unseasonably low in several markets, which bodes well for achieving EBITDA
guidance and coverage of the distribution if current trends carry into FY2Q19.
Exhibit #1 highlights the impacts (and improvements) across APU's business
model; Exhibit #2 shows the company's ability to maintain propane unit margins
despite volatile pricing across the last several years.
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IMPORTANT DISCLOSURES

Research Analyst Certification

I, Michael Gaugler, the Primarily Responsible Analyst for this research report, hereby certify that all of the views expressed in this research
report accurately reflect my personal views about any and all of the subject securities or issuers. No part of my compensation was, is, or will
be, directly or indirectly, related to the specific recommendations or views I expressed in this research report.

Janney Montgomery Scott LLC ("Janney") Equity Research Disclosure Legend

AmeriGas Partners, L.P. currently is, or during the past 12 months was, a Janney Montgomery Scott LLC client. Janney Montgomery Scott LLC,
provided investment banking related services.

Janney Montgomery Scott LLC currently acts as a market-maker in the securities of Aqua America, Inc..

Janney Montgomery Scott LLC intends to seek or expects to receive compensation for investment banking services from UGI Corporation,
AmeriGas Partners, L.P., Chesapeake Utilities Corporation and Aqua America, Inc. in the next three months.

The research analyst is compensated based on, in part, Janney Montgomery Scott's profitability, which includes its investment banking revenues.

Definition of Ratings

BUY: Janney expects that the subject company will appreciate in value. Additionally, we expect that the subject company will outperform
comparable companies within its sector.

NEUTRAL: Janney believes that the subject company is fairly valued and will perform in line with comparable companies within its sector.
Investors may add to current positions on short-term weakness and sell on strength as the valuations or fundamentals become more or less
attractive.

SELL: Janney expects that the subject company will likely decline in value and will underperform comparable companies within its sector.

Price Charts

Rating and Price Target History for: UGI Corporation (UGI) as of 12-06-2018
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Rating and Price Target History for: AmeriGas Partners, L.P. (APU) as of 12-06-2018
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Rating and Price Target History for: Chesapeake Utilities Corporation (CPK) as of 12-06-2018
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Rating and Price Target History for: Aqua America, Inc. (WTR) as of 12-06-2018
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Janney Montgomery Scott Ratings Distribution as of 09/30/2018

IB Serv./Past 12 Mos.*

Rating Count Percent  Count Percent

BUY [B] 124 49.60  26 20.97

NEUTRAL [N] 124 49.60  23 18.55

SELL [S] 2 0.80  0 0.00

 

*Percentages of each rating category where Janney has performed Investment Banking services over the past 12 months.

Other Disclosures

Janney Montgomery Scott LLC, is a U.S. broker-dealer registered with the U.S. Securities and Exchange Commission and a member of the
New York Stock Exchange, the Financial Industry Regulatory Authority and the Securities Investor Protection Corp.

This report is for your information only and is not an offer to sell or a solicitation of an offer to buy the securities or instruments named or
described in this report. Interested parties are advised to contact the entity with which they deal or the entity that provided this report to
them, should they desire further information. The information in this report has been obtained or derived from sources believed by Janney
Montgomery Scott LLC, to be reliable. Janney Montgomery Scott LLC, however, does not represent that this information is accurate or
complete. Any opinions or estimates contained in this report represent the judgment of Janney Montgomery Scott LLC at this time and are
subject to change without notice.

Investment opinions are based on each stock's 6-12 month return potential. Our ratings are not based on formal price targets, however,
our analysts will discuss fair value and/or target price ranges in research reports. Decisions to buy or sell a stock should be based on the
investor's investment objectives and risk tolerance and should not rely solely on the rating. Investors should read carefully the entire
research report, which provides a more complete discussion of the analyst's views. Supporting information related to the recommendation,
if any, made in the research report is available upon request.
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