
EUR Prev. 2016A Prev. 2017E Prev. 2018E Prev. 2019E

Rev. (MM) -- 62,332.0 -- 62,694.0 -- 59,926.0 -- 61,045.0

EBITDA (MM) -- 4,063.0 -- 4,237.0 -- 4,148.0 -- 4,349.0

EV/EBITDA -- 6.3x -- 5.8x -- 5.8x -- 5.4x

EPS

FY Dec -- 1.17 -- 1.28 -- 1.40 -- 1.64

FY P/E 15.4x 14.0x 12.8x 11.0x

Price Performance

^Prior trading day's closing price unless
otherwise noted.
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Key Takeaway

AD's finals confirmed it as the European grocer with the most attractive FC

profile, offering the most visible potential for further progress in 2018, and

at the lowest valuation (2018 FCY 9%). A strong beat in US margin should be

particularly well received.

A strong delivery despite a mixed 2017 backdrop... Q4 EBIT of €631m was 1%

ahead of JEFe/cons €627m/€624m. Regional delivery shows a US beat offsetting European

shortfalls. Ahold USA Q4 EBIT margin was +24bps (JEFe/cons +10bps), and Delhaize

America impressed with +47bps (JEFe/cons flat). Netherlands was short at -20bps (JEFe/cons

+10bps), weighed by higher pension charges. Belgium disappointed at €13m EBIT (JEFe

€35m), prompting more drastic mgmt. changes. CSE was well ahead. Net debt fell >€0.7bn

despite a €1bn buyback. DPS is proposed at €0.63.

FC for 2018 set at c.€1.9bn suggests healthy confidence notwithstanding a €200m

inflow from US tax reform (which is a sustainable annual benefit stemming from accelerated

utilisation of property deprecation). We estimate that the combination of reduced working

capital tailwinds (c.€90m delta), normalisation of jv dividend receipts (-€50m), capex hikes

(guided to increase by €200m, or c.€300m ex fx, taking advantage of the cash tax inflows)

and fx dilution to US$ FC (c.€100m) imply that underlying FC should build by around

€200m. This morning's call confirmed comfort with expectations for a 2018 margin build

of 20bps (strongly underpinned by an incremental net synergy increasing by c.€150m, or >

€200m at gross level). There has been no noticeable change in competitive tempo in either

the US or Holland in recent months. And AD is comfortable that it is keeping pace with price

action at US value leaders (this is nicely validated by continued progress in market share,

especially at Food Lion, we would add).

Plenty of new initiatives in 2018 with pretty drastic changes in Belgium seemingly

already starting to feed through to improved sales delivery (as logistics issues and

promotional efficacy are being tackled). We would expect the major hike in 2018 group

capex to help start replicating the hugely successful Dutch multi-channel food effort in the

US and Belgium.

Remains by far the cheapest grocer as we estimate a 2018 FCY of 9% (or 9.5% by 2019

given continued buybacks and the more synergy benefits coming through).

Valuation/Risks

€22.8 PT = 2019 FCY of 7%, post €2bn of buybacks in 2018 and €750m assumed in 2019.

Risks: synergy underdelivery and worsening competitive pressures.

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 5 to 9 of this report.



 

 

 

 

 

Table 1: Ahold Delhaize – Q4 17 Results    

Dec y/e (€m) Q1 16 Q2 16 Q3 16 Q4 16 Q1 17 Q2 17 Q3 17 Q4 17E Q417A 

Group sales 15,324 15,509 15,282 16,216 15,766 16,044 15,121 15,763 15,763 

o/w Ahold USA 5,837 5,789 5,665 6,025 5,969 5,934 5,425 5,566 5,566 

CSS ex fuel % 1.3 2.0 -0.1 -0.5 -1.8 0.3 0.7 0.6 0.6 

o/w Delhaize America 3,801 3,843 3,888 3,969 3,943 3,989 3,780 3,683 3,683 

CSS % 2.0 3.0 1.3 2.2 0.0 1.2 2.3 1.5 1.5 

o/w Netherlands 3,173 3,243 3,148 3,451 3,298 3,424 3,277 3,673 3,673 

CSS % 3.0 4.4 2.8 6.0 3.3 4.9 3.6 6.0 6.0 

o/w Belgium 1,194 1,255 1,213 1,280 1,181 1,258 1,213 1,290 1,290 

CSS % 3.9 2.6 1.3 -0.9 -0.6 0.0 -0.3 0.0 0.0 

o/w rest of Europe 1,319 1,379 1,368 1,491 1,375 1439 1,426 1,551 1,551 

CSS ex fuel % 7.4 6.5 5.7 3.5 1.5 1.7 0.5 0.3 0.3 

          

Group EBITDA 995 995 981 1,092 1,058 1,079 1,029 1,073 1,081 

margin % 6.5 6.4 6.4 6.7 6.7 6.7 6.8 6.8 6.9 

          

Group EBIT 559 562 542 635 604 626 586* 627 631 

margin % 3.6 3.6 3.5 3.9 3.8 3.9 3.9 4.0 4.0 

o/w Ahold USA 253 209 220 239 249 239 221 230 234 

margin % 4.3 3.6 3.9 4.0 4.2 4.0 4.1 4.1 4.2 

o/w Delhaize America 130 132 135 141 153 152 142 131 148 

margin % 3.4 3.4 3.5 3.6 3.9 3.8 3.8 3.6 4.0 

o/w Netherlands 150 167 142 170 165 174 161 184 174 

margin % 4.7 5.1 4.5 4.9 5.0 5.1 4.9 5.0 4.7 

o/w Belgium 30 37 24 30 28 32 28* 35 13 

margin % 2.5 2.9 2.0 2.3 2.4 2.5 2.3* 2.7 1.0 

o/w rest of Europe 41 59 56 75 41 55 62 80 84 

margin % 3.1 4.3 4.1 5.0 3.0 3.8 4.3 5.2 5.4 

o/w GSO costs -45 -42 -35 -20 -32 -26 -28 -34 -22 

Source: Jefferies, company data 
*Note: This is ex €9m one-off related to labour costs 

   

  

 

 

 

 

 

Chart 1: US Grocery Value Growth vs Volume Growth – Easy Comps in H1 18 

 

Source: Nielsen, Jefferies 

 

 

 

 

 

 

-5.0%

-4.0%

-3.0%

-2.0%

-1.0%

0.0%

1.0%

Total Grocery Value Total Grocery Volume

AD NA

Company Update

28 February 2018

page 2 of 9 , Equity Analyst, +44 (0) 20 7029 8667, jgrzinic@jefferies.comJames Grzinic

Please see important disclosure information on pages 5 - 9 of this report.



 

 

 

 

 

 

 

Chart 2: Ahold Delhaize Share Buyback 

 

Source: Company data, Jefferies 

 

 

Chart 3: AD 1Yr Forward P/E Rating vs European Peers 

 

Source: Factset, Jefferies 
Note: Europeans peers include Tesco, Morrisons, Sainsburys, Carrefour, Casino, Dia, 
Metro WFS, Jeronimo Martins, Colruyt 

 

Chart 4: Grocers Cal 2018 Free Cashflow Yield Comp 

 

Source: Bloomberg, Jefferies 
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Ahold Delhaize Financial Forecasts 
 

Table 2: Ahold Delhaize Summary P&L 

Dec y/e (€m) 2015 2016 2017E 2018E 2019E 

Group sales 60,881 62,332 62,694 59,926 61,045 

growth % n/a 2.4 0.6 -4.4 1.9 

o/w Ahold USA 23,106 23,316 22,894 20,846 21,137 

o/w Delhaize America 15,146 15,501 15,395 14,101 14,312 

o/w Netherlands 12,624 13,015 13,672 14,082 14,505 

o/w Belgium 4,859 4,942 4,942 4,991 5,066 

o/w rest of Europe 5,146 5,557 5,791 5,907 6,025 

      

Group EBITDA 3,862 4,063 4,237 4,148 4,349 

margin % 6.3 6.5 6.8 6.9 7.1 

      

Group EBIT 2,155 2,298 2,441 2,450 2,629 

margin % 3.5 3.7 3.9 4.1 4.3 

growth % n/a 6.6 6.2 0.4 7.3 

o/w Ahold USA 922 921 939 896 941 

o/w Delhaize America 519 538 579 550 587 

o/w Netherlands 570 629 684 725 772 

o/w Belgium 86 121 123 140 167 

o/w rest of Europe 193 231 238 254 268 

o/w GSO costs -135 -142 -120 -115 -105 

      

Group interest -425 -355 -320 -310 -295 

Group PBT 1,730 1,943 2,121 2,140 2,334 

Income taxes -346 -493 -522 -514 -549 

JV income 26 36 38 39 42 

Underlying net income 1,410 1,486 1,637 1,666 1,828 

EPS 1.11 1.17 1.28 1.40 1.64 

Share count n/a 1,272 1,275 1,189 1,114 

DPS n/a 0.58 0.64 0.65 0.72 

Source: Jefferies estimates, company data 

 

 

Table 3: Ahold Delhaize Summary Cashflow 

Dec y/e (€m) 2015 2016 2017E 2018E 2019E 

Operating cashflow inc work capital 3,169 2,375 3,758 3,402 3,610 

Less cash restructuring costs 0 -220 -220 -20 -20 

Total investing cashflow -1,549 -1,202 -1,744 -1,769 -1,822 

Capex -1,601 -1,302 -1,784 -1,839 -1,872 

o/w Ahold capex -850 0 -935 -992 -1,011 

o/w Delhaize capex -751 0 -849 -848 -861 

Disposals of tangible and intangibles 52 100 50 70 50 

Cashflow post investing 1,620 953 1,795 1,612 1,768 

Dividends -560 -429 -743 -819 -833 

Other 0 -1,001 -1,000 -2,000 -750 

Retained cashflow 1,060 1,741 52 -1,206 185 

Net debt 1,929 3,244 3,192 4,399 4,213 

Source: Jefferies estimates, company data 
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Company Description

Ahold Delhaize is a top 5 player in the US grocery market, with leadership in the US Eastern Seaboard. The group holds leading positions

in virtually every one of its DMAs of operation, stretching from as far south as Food Lion in the Carolinas, to as far North as Hannaford in

Maine. AD is also the market leader in Holland, Greece and Serbia, with top 3 positions in Belgium and Romania. AD also owns Bol.com, the

number 1 GM pureplay business in the Benelux region.

Analyst Certification:

I, James Grzinic, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.

I, Caroline Gulliver, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.

I, Niraj Amin, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.

I, Sebastian Barbero, certify that all of the views expressed in this research report accurately reflect my personal views about the subject security(ies) and
subject company(ies). I also certify that no part of my compensation was, is, or will be, directly or indirectly, related to the specific recommendations
or views expressed in this research report.

Registration of non-US analysts: James Grzinic is employed by Jefferies International Limited, a non-US affiliate of Jefferies LLC and is not registered/
qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may
not be subject to the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst.

Registration of non-US analysts: Caroline Gulliver is employed by Jefferies International Limited, a non-US affiliate of Jefferies LLC and is not
registered/qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and
therefore may not be subject to the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst.

Registration of non-US analysts: Niraj Amin is employed by Jefferies International Limited, a non-US affiliate of Jefferies LLC and is not registered/
qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and therefore may
not be subject to the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading securities held
by a research analyst.

Registration of non-US analysts: Sebastian Barbero is employed by Jefferies International Limited, a non-US affiliate of Jefferies LLC and is not
registered/qualified as a research analyst with FINRA. This analyst(s) may not be an associated person of Jefferies LLC, a FINRA member firm, and
therefore may not be subject to the FINRA Rule 2241 and restrictions on communications with a subject company, public appearances and trading
securities held by a research analyst.

As is the case with all Jefferies employees, the analyst(s) responsible for the coverage of the financial instruments discussed in this report receives
compensation based in part on the overall performance of the firm, including investment banking income. We seek to update our research as
appropriate, but various regulations may prevent us from doing so. Aside from certain industry reports published on a periodic basis, the large majority
of reports are published at irregular intervals as appropriate in the analyst's judgement.

Investment Recommendation Record

(Article 3(1)e and Article 7 of MAR)

Recommendation Published , 05:38 ET. February 28, 2018
Recommendation Distributed , 05:37 ET. February 28, 2018

Explanation of Jefferies Ratings

Buy - Describes securities that we expect to provide a total return (price appreciation plus yield) of 15% or more within a 12-month period.

Hold - Describes securities that we expect to provide a total return (price appreciation plus yield) of plus 15% or minus 10% within a 12-month period.

Underperform - Describes securities that we expect to provide a total return (price appreciation plus yield) of minus 10% or less within a 12-month
period.

The expected total return (price appreciation plus yield) for Buy rated securities with an average security price consistently below $10 is 20% or more
within a 12-month period as these companies are typically more volatile than the overall stock market. For Hold rated securities with an average
security price consistently below $10, the expected total return (price appreciation plus yield) is plus or minus 20% within a 12-month period. For
Underperform rated securities with an average security price consistently below $10, the expected total return (price appreciation plus yield) is minus
20% or less within a 12-month period.
NR - The investment rating and price target have been temporarily suspended. Such suspensions are in compliance with applicable regulations and/
or Jefferies policies.

CS - Coverage Suspended. Jefferies has suspended coverage of this company.

NC - Not covered. Jefferies does not cover this company.

Restricted - Describes issuers where, in conjunction with Jefferies engagement in certain transactions, company policy or applicable securities
regulations prohibit certain types of communications, including investment recommendations.

Monitor - Describes securities whose company fundamentals and financials are being monitored, and for which no financial projections or opinions
on the investment merits of the company are provided.
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Valuation Methodology

Jefferies' methodology for assigning ratings may include the following: market capitalization, maturity, growth/value, volatility and expected total
return over the next 12 months. The price targets are based on several methodologies, which may include, but are not restricted to, analyses of market
risk, growth rate, revenue stream, discounted cash flow (DCF), EBITDA, EPS, cash flow (CF), free cash flow (FCF), EV/EBITDA, P/E, PE/growth, P/CF,
P/FCF, premium (discount)/average group EV/EBITDA, premium (discount)/average group P/E, sum of the parts, net asset value, dividend returns,
and return on equity (ROE) over the next 12 months.

Jefferies Franchise Picks

Jefferies Franchise Picks include stock selections from among the best stock ideas from our equity analysts over a 12 month period. Stock selection
is based on fundamental analysis and may take into account other factors such as analyst conviction, differentiated analysis, a favorable risk/reward
ratio and investment themes that Jefferies analysts are recommending. Jefferies Franchise Picks will include only Buy rated stocks and the number
can vary depending on analyst recommendations for inclusion. Stocks will be added as new opportunities arise and removed when the reason for
inclusion changes, the stock has met its desired return, if it is no longer rated Buy and/or if it triggers a stop loss. Stocks having 120 day volatility in
the bottom quartile of S&P stocks will continue to have a 15% stop loss, and the remainder will have a 20% stop. Franchise Picks are not intended
to represent a recommended portfolio of stocks and is not sector based, but we may note where we believe a Pick falls within an investment style
such as growth or value.

Risks which may impede the achievement of our Price Target

This report was prepared for general circulation and does not provide investment recommendations specific to individual investors. As such, the
financial instruments discussed in this report may not be suitable for all investors and investors must make their own investment decisions based
upon their specific investment objectives and financial situation utilizing their own financial advisors as they deem necessary. Past performance of
the financial instruments recommended in this report should not be taken as an indication or guarantee of future results. The price, value of, and
income from, any of the financial instruments mentioned in this report can rise as well as fall and may be affected by changes in economic, financial
and political factors. If a financial instrument is denominated in a currency other than the investor's home currency, a change in exchange rates may
adversely affect the price of, value of, or income derived from the financial instrument described in this report. In addition, investors in securities such
as ADRs, whose values are affected by the currency of the underlying security, effectively assume currency risk.

Notes: Each box in the Rating and Price Target History chart above represents actions over the past three years in which an analyst initiated on a
company, made a change to a rating or price target of a company or discontinued coverage of a company.

Legend:

I: Initiating Coverage

D: Dropped Coverage

B: Buy

H: Hold

UP: Underperform

For Important Disclosure information on companies recommended in this report, please visit our website at https://javatar.bluematrix.com/sellside/
Disclosures.action or call 212.284.2300.
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Distribution of Ratings

IB Serv./Past 12 Mos. JIL Mkt Serv./Past 12

Mos.

Rating Count Percent Count Percent Count Percent

BUY 1113 53.56% 342 30.73% 71 6.38%

HOLD 824 39.65% 167 20.27% 22 2.67%

UNDERPERFORM 141 6.79% 20 14.18% 3 2.13%
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Other Important Disclosures

Jefferies does and seeks to do business with companies covered in its research reports. As a result, investors should be aware that Jefferies may have a
conflict of interest that could affect the objectivity of this report. Investors should consider this report as only a single factor in making their investment
decision.

Jefferies Equity Research refers to research reports produced by analysts employed by one of the following Jefferies Group LLC (“Jefferies”) group
companies:

United States: Jefferies LLC which is an SEC registered firm and a member of FINRA.

United Kingdom: Jefferies International Limited, which is authorized and regulated by the Financial Conduct Authority; registered in England and
Wales No. 1978621; registered office: Vintners Place, 68 Upper Thames Street, London EC4V 3BJ; telephone +44 (0)20 7029 8000; facsimile +44 (0)20
7029 8010.

Hong Kong: Jefferies Hong Kong Limited, which is licensed by the Securities and Futures Commission of Hong Kong with CE number ATS546; located
at Suite 2201, 22nd Floor, Cheung Kong Center, 2 Queen’s Road Central, Hong Kong.

Singapore: Jefferies Singapore Limited, which is licensed by the Monetary Authority of Singapore; located at 80 Raffles Place #15-20, UOB Plaza 2,
Singapore 048624, telephone: +65 6551 3950.

Japan: Jefferies (Japan) Limited, Tokyo Branch, which is a securities company registered by the Financial Services Agency of Japan and is a member
of the Japan Securities Dealers Association; located at Hibiya Marine Bldg, 3F, 1-5-1 Yuraku-cho, Chiyoda-ku, Tokyo 100-0006; telephone +813 5251
6100; facsimile +813 5251 6101.

India: Jefferies India Private Limited (CIN - U74140MH2007PTC200509), which is licensed by the Securities and Exchange Board of India as a Merchant
Banker (INM000011443), Research Analyst (INH000000701) and a Stock Broker with Bombay Stock Exchange Limited (INB011491033) and National
Stock Exchange of India Limited (INB231491037) in the Capital Market Segment; located at 42/43, 2 North Avenue, Maker Maxity, Bandra-Kurla
Complex, Bandra (East) Mumbai 400 051, India; Tel +91 22 4356 6000.

This material has been prepared by Jefferies employing appropriate expertise, and in the belief that it is fair and not misleading. The information set
forth herein was obtained from sources believed to be reliable, but has not been independently verified by Jefferies. Therefore, except for any obligation
under applicable rules we do not guarantee its accuracy. Additional and supporting information is available upon request. Unless prohibited by the
provisions of Regulation S of the U.S. Securities Act of 1933, this material is distributed in the United States ("US"), by Jefferies LLC, a US-registered
broker-dealer, which accepts responsibility for its contents in accordance with the provisions of Rule 15a-6, under the US Securities Exchange Act of
1934. Transactions by or on behalf of any US person may only be effected through Jefferies LLC. In the United Kingdom and European Economic
Area this report is issued and/or approved for distribution by Jefferies International Limited and is intended for use only by persons who have, or have
been assessed as having, suitable professional experience and expertise, or by persons to whom it can be otherwise lawfully distributed. Jefferies
International Limited Equity Research personnel are separated from other business groups and are not under their supervision or control. Jefferies
International Limited has implemented policies to (i) address conflicts of interest related to the preparation, content and distribution of research reports,
public appearances, and interactions between research analysts and those outside of the research department; (ii) ensure that research analysts are
insulated from the review, pressure, or oversight by persons engaged in investment banking services activities or other persons who might be biased in
their judgment or supervision; and (iii) promote objective and reliable research that reflects the truly held opinions of research analysts and prevents the
use of research reports or research analysts to manipulate or condition the market or improperly favor the interests of the Jefferies International Limited
or a current or prospective customer or class of customers. Jefferies International Limited may allow its analysts to undertake private consultancy
work. Jefferies International Limited’s conflicts management policy sets out the arrangements Jefferies International Limited employs to manage any
potential conflicts of interest that may arise as a result of such consultancy work. Jefferies International Ltd, its affiliates or subsidiaries, may make a
market or provide liquidity in the financial instruments referred to in this investment recommendation. For Canadian investors, this material is intended
for use only by professional or institutional investors. None of the investments or investment services mentioned or described herein is available to
other persons or to anyone in Canada who is not a "Designated Institution" as defined by the Securities Act (Ontario). In Singapore, Jefferies Singapore
Limited is regulated by the Monetary Authority of Singapore. For investors in the Republic of Singapore, this material is provided by Jefferies Singapore
Limited pursuant to Regulation 32C of the Financial Advisers Regulations. The material contained in this document is intended solely for accredited,
expert or institutional investors, as defined under the Securities and Futures Act (Cap. 289 of Singapore). If there are any matters arising from, or
in connection with this material, please contact Jefferies Singapore Limited, located at 80 Raffles Place #15-20, UOB Plaza 2, Singapore 048624,
telephone: +65 6551 3950. In Japan this material is issued and distributed by Jefferies (Japan) Limited to institutional investors only. In Hong Kong,
this report is issued and approved by Jefferies Hong Kong Limited and is intended for use only by professional investors as defined in the Hong Kong
Securities and Futures Ordinance and its subsidiary legislation. In the Republic of China (Taiwan), this report should not be distributed. The research
in relation to this report is conducted outside the PRC. This report does not constitute an offer to sell or the solicitation of an offer to buy any securities
in the PRC. PRC investors shall have the relevant qualifications to invest in such securities and shall be responsible for obtaining all relevant approvals,
licenses, verifications and/or registrations from the relevant governmental authorities themselves. In India this report is made available by Jefferies
India Private Limited. In Australia this information is issued solely by Jefferies International Limited and is directed solely at wholesale clients within
the meaning of the Corporations Act 2001 of Australia (the "Act") in connection with their consideration of any investment or investment service
that is the subject of this document. Any offer or issue that is the subject of this document does not require, and this document is not, a disclosure
document or product disclosure statement within the meaning of the Act. Jefferies International Limited is authorised and regulated by the Financial
Conduct Authority under the laws of the United Kingdom, which differ from Australian laws. Jefferies International Limited has obtained relief under
Australian Securities and Investments Commission Class Order 03/1099, which conditionally exempts it from holding an Australian financial services
licence under the Act in respect of the provision of certain financial services to wholesale clients. Recipients of this document in any other jurisdictions
should inform themselves about and observe any applicable legal requirements in relation to the receipt of this document.

This report is not an offer or solicitation of an offer to buy or sell any security or derivative instrument, or to make any investment. Any opinion or
estimate constitutes the preparer's best judgment as of the date of preparation, and is subject to change without notice. Jefferies assumes no obligation
to maintain or update this report based on subsequent information and events. Jefferies, its associates or affiliates, and its respective officers, directors,
and employees may have long or short positions in, or may buy or sell any of the securities, derivative instruments or other investments mentioned or
described herein, either as agent or as principal for their own account. Upon request Jefferies may provide specialized research products or services
to certain customers focusing on the prospects for individual covered stocks as compared to other covered stocks over varying time horizons or
under differing market conditions. While the views expressed in these situations may not always be directionally consistent with the long-term views
expressed in the analyst's published research, the analyst has a reasonable basis and any inconsistencies can be reasonably explained. This material
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