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Best of Social Media

Australian shares have sunk to near 10
month lows, upon the release of weak economic figures coming from China on Friday.
All sectors are under pressure, bar IT due
to modest gains posted by heavyweight
Xero Ltd.

“The ASX200 closed 19.70 points higher
Zoono
a NZ-based
biotech
with (ZNO),
CYBG PLC
(ASX: CYB)
leadingcompathe
ny,
reported
it 9.6%.
has successfully
testedgold
its Z
market,
rising
In commodities,
-71 Microbe
Shield
to be >99.99%
effecprice fell
by around
0.19%”
tive against the coronavirus (COVID-19).
ZNO shares are up 14%.

“It would be wonderful if we could avoid
“Financial
isn’twith
the acquisition
of the
common peace
setbacks
timely exits.”
stuff. Lynch
It’s learning to l ive on less than you
Peter
make, so you can give money back and
have money to invest.” - Dave Ramsey

“Here is US
your
pre-market
presented
T-Mobile
Inc
surpassed wrap
analysts’
expecto you for
by our
dealing
assistant,
Shantations
quarterly
revenue
andSid
profit,
as
kar”
the wireless carrier
saw the addition of
more mobile phone subscribers to its
monthly plans.
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Michael Kodari
CEO of Kodari Securities
@MichaelKodari

MESSAGE
FROM THE
CEO

Dear Investor,
This past month has seen large spikes in volatility, with the VIX index for the S&P500 reaching 37.3 amidst fluctuating
concerns regarding the coronavirus and the democratic nomination process. Domestically, the marginal increase of the
unemployment rate questions the effectiveness or extent to which monetary policy is being utilised. This comes in addition to ongoing concerns regarding the bushfires and the coronavirus, which is forcing the Morrison governments hand
at bringing forward fiscal stimulus – against the long-term goal of delivering a fiscal surplus.
Globally, Novel Coronavirus (COVID-19) according to the John Hopkins CSSE has increased from 14.3k confirmed cases
to over 80.1k by the 25th. This has naturally caused some concern in global and domestic markets, especially on the 13 th
when talk of a plateau were ruined by an adjustment in the accounting method for cases in China. With over 2,700
deaths, consumers in severely affected regions, namely China, Japan, South Korea, Singapore, Iran and Italy, are limiting
their exposure to the workplace, shopping centres and travel. This has been reflected in global oil, coal and iron ore
prices as demand has naturally pointed towards the downside.
However, other opportunities have materialised, such as the recent high reached by gold US$1,689.00 – which hasn’t
been reached since late January 2013. Healthcare has also been a modest gainer, further improving upon its market
darling status, with CSL Limited becoming the largest company listed on the ASX by market capitalisation for a moment.
We here at KOSEC have approached these choppy market conditions by employing our unique strategy, compromising
of a top-down approach. This involves an initially macroeconomic perspective, and from this we further examine the
fundamental health of a company. We then compare our selection of stocks against institutional perspectives and valuations, eventually conducting technical analysis to find a suite of stocks with favourable entry and exit positions, which
we bring to you, our client.

I hope you enjoy this issue and until next time,
Happy Investing!
Michael Kodari
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CALENDAR
Sun

Mon

Tue

Wed

1

Thu

Fri

1
CN Caixin Manufacturing PMI

2
US Balance of
Trade

Sat

3

4

US Non Farm
Payrolls

AU NAB Business
Confidence

5

6

7

8

AU Balance of
Trade

9
GB Balance of
Trade

AU Interest
Rate Decision

10

11

CN Inflation
Rate YoY
US Core Inflation Rate YoY
US Inflation
Rate YoY

12

13

14

15

16

AU Westpac
Consumer Confidence Index

17

18

24

25

CN GDP
Growth Rate

AU Westpac
Consumer Confidence Change
US Retail Sales
MoM

19

20
CN Loan Prime
Rate

26

27

21
GB Claimant
Count Change

22

23

GB Interest Rate

US Durable
Goods Order
MoM

YoY

28

29

30

EA Business
Confidence

CN NBS Manufacturing PMI

US GDP Growth
Rate QoQ

EA GDP Growth
Rate YoY & QoQ
US Fed Interest
Rate Decision, Personal Income MoM &
Personal Spending
MoM
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ECONOMIC
CLIMATE
ECONOMIC CLIMATE
Economic Insight
Economic Insight Amidst a Hot Market

AUSTRALIA
Coronavirus, COVID-19, take it
as you will, the economics of the
virus stemming from China has
gone from nothing more than a
mild inflationary shock, however,
the latter end of February saw a
major sell-off, with butterflies
occupying the stomach of many
Australian investors. Reserve
Bank governor Phillip Lowe has
sought to provide comfort to
Australia’s economic outlook and
called for more emphasis to be
put on the nation’s strong fundamentals and the opportunities
ahead. While the outlook for our
local economy is seemingly equi-

table, Lowe cautioned that the
impact of COVID-19 would feed
through to this quarters GDP figures.
Absent the virus, the outlook in
Australia was improving, with the
RBA anticipating growth to near
3 percent both this year and
next, due in part to an upswing
to the resources sector, coupled
with improving confidence in the
household sector. Despite the hit
to the economy, Dr Lowe noted
that Australia will be a beneficiary of Chinese stimulatory
measures. With that in mind,
China’s central bank has already
announced
several
easing
measures to support credit. As

for
when
the
infection
rate stabilises, “we’ll see a jump
in stimulus, and we’ll return to
this gradually improving trend we
were on before the virus” Lowe
said.
The month that was, was one
that was stigmatised by subdued
jobs growth, a slacking in
the labour market and a lapse in
wages. In no uncertain terms,
both the tone and detailing of the
January labour force survey was
broadly in line with market consensus of the economy. If anything, the labour force survey
calls to question optimism surrounding the labour market. Specifically, Australia's seasonally
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adjusted unemployment rate
rose to 5.3 percent in January
2020 from 5.1 percent in the
previous month, above market
expectations of 5.2 percent. It
was the highest jobless rate
since October last year, while
inverting the surprise dip in
November and December from
5.3 percent to 5.1 percent. What we can digest from
this, is that since mid 2019,
there has been little-to-no advancement in reducing the unemployment rate, which has
trended sideways.
Australia’s labour market remains sluggish, with underemployment rising in January from
8.3 percent to 8.6 percent.
With that, wages growth is set
to remain still, contrary to the
sustainable expansion path of
the Australian economy. Em-

ployment impetus has slowed
significantly - running at a pace
lesser to that of population
growth. While the bushfires were
said to have some modest disruptions to the operation of the
survey, hours worked fell by
0.4% in January, largely reversing a 0.5% rise in December.
Couple
said
analysis
from
the January labour force survey
with the likes of COVID-19, markets have steered their focus not
on the news itself, but rather,
are more concerned about liquidity and interest rates more than
anything else.

Employed People

Unemployment Rate

Images Sourced from the Australian Bureau of Statistics
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UNITED STATES
Imbalances in economically sensitive
commodities
paralleled
with the recent yield-curve inversions as a result of COVID-19
has flagged nothing but a deflationary shock to the US economy. While markets are primarily
focused not on the news, but
rather, likely central banks’ reaction to it, below-target inflation,
modest real gross domestic product growth and soft inflation
pressures, the Fed stays still,
with headroom to cut rates in
order to anticipate worsening
economic conditions. Although
there were some signs of anxiety
in the form of declines in the US
market throughout the month,
the current state of household,
federal government and business
debt appears manageable for
now, however, said areas warrants close watching.
U.S personal debt indeed paints
a brighter picture for the US
economy, largely buoyed by a
strong jobs market, rising wages,
high levels of consumer confidence, and, importantly, healthy
household balance sheets. Data

released last week by the Fed
shows U.S. household debt at a
record high in nominal dollar
terms, with headlined figures
were primarily driven by healthier credit conditions in housing
debt. Specifically, the University
of Michigan reported that its index of consumer sentiment rose
to a one-year high and is currently in a range that has not
been exceeded since the early
part of this century. This likely
reflects that unusual strength of
the job market. Still, recent data
showing rising consumer borrowing suggests that consumer
spending could face constraints
going forward.
Intuitively, retail sales grew 0.3
percent
from
the
previous
month, while being up 4.4 percent on the prior corresponding
year. The aforementioned figures, being the second strongest
since late 2018, are largely attributed to strong growth for automotive
sales,
non-store
(online) sales, restaurant sales,
outweighing weaker performance

at apparel stores, department
stores and electronic stores.
On a softer note, industrial production fell 0.3 percent from December and was down 0.8 percent on the prior corresponding
year, which served as the fifth
consecutive month in which output fell from a year earlier. Further, the manufacturing sect of
industrial production dropped 0.1
percent from December to January and fell 0.8 percent on the
prior corresponding year. This
heralds poorly for business investment which, empirically, has
been slowing for much of the
past year. Despite weakness of
manufacturing in the past year
was largely ascribed to the trade
conflict
between
the
United States and China, economists,
observers and analysts alike
hope that the new US-China
trade truce will allow for a rebound in US manufacturing activity. However, pessimist will be
likely to continue to price in
COVOD-19 and trade relations
between the United States and
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EUROZONE
the European Union.
By in large, the US improvement has been broad-based,
ranging
from
better-thanexpected employment growth
and consumer confidence levels.
In our view, should Chinese
economic activity return to
norms and the yield curve resteepens, the fed will have to
fall back on monetary stimulus
in order to buoy inflation from
falling even further below target.

An unprecedented risk, COVID19, is distorting the near-term
outlook for the euro zone, with
the outbreak shaking global
supply chains and disrupting
businesses. Intuitively, markets
with strong economic ties to
China are indeed facing the biggest impairment, whereby, linkages are proving to become
more of a liability. Eurozone
consumer
confidence,
along
with several other measures
have
been
rising,
however, much like the manufacturing
recession appears to be almost
over, exogenous shocks much
like the coronavirus is starting
to cast a shadow.
Notwithstanding the fact that
the Eurozone economy hardly
grew in the fourth quarter of
2019, with real GDP posting its
slowest rate of growth since
2013, up only 0.1 percent from
the previous quarter. In a like
manner, a year earlier real GDP

figures was up only 0.9 percent,
also being the slowest annual
growth rate since 2013. Of the
four major economies in the
eurozone, Spain was the only
economy to have witnessed
growth. Specifically, Spain’s real
GDP rose 0.5 percent for the
quarter and 1.8 percent higher
from a year earlier. As for Europe's flagship economy, Germany’s real GDP figures remained stagnant for the quarter, up only half of a percent
from a year earlier. In Italy,
real GDP fell 0.3 percent for the
quarter and was unchanged
from a year earlier. This was
largely attributed to a fall in
household spending as did business investment in equipment.
Exports fell while imports were
up, merely rubbing salt in the
wound of Germanys economy.
Construction activity, however,
did paint a brighter picture,
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slightly offsetting the abovementioned weaknesses. Intuitively, Germany is likely to experience inherent risk from a
spillover effect from the coronavirus. While exported German
goods to China may present
short-term risk to Germany’s
GDP – given that German exports accounting for less than 3
percent of German GDP. Hence,
there is little reason to be overly optimistic about eurozone
growth.
So, is there any hope for the
European economy? Short answer is yes. As oil continues to
extend its falls, Europe’s oilconsuming economy should indeed benefit. Brent, the global
gauge of prices has declined
throughout back end of the
month. Additionally, both the
Euro and USD are seemingly
level, with one USD buying
round about 1.080 USD, which
should help buoy the attractiveness of European exports.

Furthermore, the Eurozone’s
Flash Composite PMI rose modestly, up by 0.3 points to 51.6
in February. The index that
tracks variables such as sales,
new orders, employment, inventories and prices is indicative of expansion, however, it
will be a matter of a month or
two before we are able to judge
the extent of the damage
caused by disruptions linked to
COVID-19 become apparent.

“...is there any
hope for the European economy?”

By in large, despite the provisional effect the coronavirus
may have, China’s economy
should inevitably rebound soon
after the containment of the
virus. The said rebound should
see both the Chinese economy
and European economy, the
benefactor and beneficiary, respectfully benefit.
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CHINA
The global spotlight this month
was on the Chinese economy and
the economic (and health) effects
of the novel coronavirus (COVID19), making markets uneasy,
concerns started to come to the
forefront of the news-cycle:
whether China can meet Phase 1
Trade Deal commitments with
the US? How much will the virus
impact China’s GDP? And what
about global GDP?
These questions have fuelled
market indecision and constant
corrections – Reuters reported
that in order to quell Mainland
China’s highly speculative market
the government removed the
publication of the SSE 50 ETF
Volatility Index, the Chinese sibling of the S&P500 VIX Index.

cities in Hubei, with an aggregate
population of 57 million. In spite
of this, the virus has infected
over 80,000 people, killing over
2,700 and the total recovered
amassing over 27,500 – and
more importantly, the virus has
spread all over the world. Now
only 96.9% (25/2) of all cases
are contained within mainland
China.
What has become noticeable is
the Chinese annual inflation rate
jumped to 5.4% in January, according to this months data release, above the market consensus of 4.9%. Bringing inflation to
its’ highest points since October
2011, this was mainly attributed

to pork prices, food prices in
general, strong demand during
the Lunar New Year holiday and
the initial phases of the coronavirus. This is only expected to
get worse as mass reports of
stockpiling on food and medical
supplies has occurred in the
mainland, expecting to push prices even higher.
The Chinese government has
now injected funds into the financial system which has already
been strained by its shadow finance sector. The government
has cut interest rate and encouraged lenders to extend cheap
loans, which has furthered old
talk of a bubble.

After the Chinese New Year Holidays were extended into February, the CSI300 fell over 8.00%
in intraday trading, with ~90%
of stocks hitting daily 10% limits.
This occurred when total confirmed cases was approximately
19,700 and with above 99% of
cases contained within China.
From this
in history
posed in
province,
people, to

the largest quarantine
occurred, initially imWuhan in the Hubei
affecting ~11 million
eventually affecting all
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Breadth of View:
Growth VS Value
Given our current paradigm, what strategy suits? Value or growth?
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XJO Top Performers Year-to-date

(27/02/2019)

Name

Sector

Price

% Inc. YTD

P/E Ratio

IDP Education

Cons. Discretionary

$23.86

38.02

73.870

National Storage REIT

Real Estate

$2.35

27.60

423.210

Northern Star

Materials

$14.20

31.58

46.770

Silver Lake Resources

Materials

$1.79

33.92

29.530

Costa Group

Cons. Staples

$3.00

19.44

10.520

While there has been enough ink
spilled on topics surrounding the unprecedented lows of the Reserve
Bank cash rate, sky-high valuations
for our local share market and the
implications of a global pandemic,
investment orthodoxy is used in order to ease the aforementioned
events. Albeit hedging the price of
gold against a falling interest rate or
buying into commodities based on
supply and demand pressures, market relations form what - top down
macroeconomic
investor
–
Ray Dalio refers to as a paradigm. What tends to happen, is that
some, not all, adapt to and eventually extrapolate the paradigms so they
become overdone, which leads to
shifts to new paradigms.
To date, the culmination of an expensive market due to weak economic growth and record low interest rates have indeed pooled investors into shares, in the hope of higher earnings or high-growth companies. Of these companies, some are
considered cheap, while others are
expensive. However, the dispersion
between the cheap and exorbitant
has never been greater. Specifically,
the gap is particularly wide between
the so-called value stocks like financials, materials and energy that depend on the economy, and those
with more reliable earnings like consumer staples, healthcare and infrastructure, or those with the potential
for faster earnings growth like technology.
Allow me to introduce the notion of
value and momentum, famous
anomalies for capital asset pricing
models. Specifically, value strategies
consist in buying assets considered
“cheap” and sell those considered
“expensive”, while momentum strategies instead consist in buying
“winners” and selling “losers.” Em-

pirically records don’t do much in
terms of settling the debate. Over
the last decade, value stocks have
not performed as well as growth
stocks. At large, while adhering to
a larger body of cumulative data,
reaching as far back as 1926, this
has not always been the case.
Given our current paradigm, what
strategy suits? Value or growth?
Accordingly, analysts have made
note of a December-quarter rebound in which value investing
has been overtaken by the quality
and momentum, buoyed by the
current bull-run. Suffice to note
that quality, growth and momentum strategies are more suited
towards the opportunistic, due to
the fact that there are more inherent risks associated.
On the other hand, value stocks
are beginning to run out of
steam, suggesting that fundamentals of these stocks no longer
facilitate high growth expectations. In accordance with JPMorgan quantitative analyst, Khuram

Chaudhry, such stocks with a
high price-to-earnings ratio are
“always more exposed than
low PE stocks when sell-offs
occur”. “Value is likely to benefit from a recovery in global
manufacturing, but also act as
an increasing hedge against
any unravelling of quality
stocks, including US equities,
technology, consumer staples,
low
volatility
and
ESG,” Mr Chaudhry said.
By in large, should interest
rates curb and turn higher, the
flow on effect it will have on
stocks with high P/E ratios by
diminishing the future value of
earnings and raising borrowing
costs. To conclude, the following advice is indeed general
advice, and it does not take
into account any personal circumstances.

Sourced: Cartoonist PAUL DORIN directs his wry eye at the Westpac Bank scandal.
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AUSTRALIAN EQUITIES
Investment Opportunities
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Avita Medical
(ASX: AVH)

15

Capital Structure
(Consolidated)
2019/06

Global regenerative medicine company, Avita Medical LTD (AVH) has
profited from a lack of meaningful
advancements in the treatment
paradigm for burn victims. Specifically, the current standard of care
is indeed archaic, as burn victims
who undergo procedures along the
lines of skin grafts are often faced
with high costs and multiple treatments, over many months. As for
those who treat burn victims, economic models have shown cost
savings of up to $28 million or
approximately 16 percent of
the typical burn centre's total
budget.
With an annualised rate of
500,000 burns victim in the US,
AVH shares appears to be in a
long term up trend, firmed by
both the 20 and 200-day moving
averages upward sloping.. No
doubt, that such bullish trends
have been spurred by increasing
demands
in
the
so
called
‘regenerative market.' At 2018,
the global regenerative medicine
market was USD $23,841.5 m
(AUD $35,490.84 m) and is projected to reach USD 151,949.5 m
($AUD 226,222.42 m) by 2026,
indicating a compounding annual
growth rate of 26.1 percent between 2019 and 2016.
Thus, AVH’s RECELL System - an
unprecedented slant on skin regeneration – utilises a miniscule
amount of a patient’s own skin in
order to form an adjournment of
disaggregated cells. In doing so,
these cells along with proprietary
enzymes and buffer formulations,
is the make-up of what is known
as AVH’s trademarked Spray-On

Cash (m)

Total Liabilities (m)

Equity (m)

$28.98

$6.28

$29.79

Skin Cells. With the space of within 30 minutes, the Spray-On Skin
Cells are registered at the point of
care and allow for a new way to
treat thermal burns, trauma and
chronic wounds, and skin pigmentation disorders.
Throughout the quarter ended 31
December 2019, total cash receipts amounted to A$7,689,000,
up 47 percent or A$2,452,000
compared to the prior quarter
ended 30 September 2019.
The Company maintains a healthy
balance sheet, given that total net
cash used in operating activities
throughout the December 2019
quarter ended 10 percent lower
compared to the quarter ended 30
September 2019. This was primarily facilitated by the timing of
planned initiatives. Cash and cash
equivalents held at 31 December
2019 was A$124,658 in accord-

ance with an unaudited report.
While adhering to a value-based
investing approach, the development of a novel treatment within a
growing market presents value in
the near-term.
AVH’s strong patent portfolio, as
well as the costs linked to entering
the burn market shed’s light upon
the latent potential for growth.
Strictly speaking, the highly concerted US burn market - reportedly
made up of 134 burn centres and
300 burn physicians, of that, AVH
holds a high interest in the RECELL
System with more than 160 trained
burn physicians and 63 accredited
burn institutions either.
Since FDA approval, AVH has witnessed strong support and usage
as well as its highest procedural
volumes throughout the end of the
2019 calendar year.

Past performance is no indicator of future performance
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Company Overview
Sector: Health Care

Per Share Statistics
Sales ($)
Cash Flows (cents)

Earnings (cents)
Capital Spending (cents)

Historical Financials
Revenues (m)
Operating Margin (%)
EBITDA (m)

EBIT (m)
Net Profit After Abnormals (m)
ROE (%)

EPS: -0.027

Market Cap (bn): 1.39

P/E Ratio: -

FY16

FY17

FY18

FY19

0.00

0.00

0.00

0.01

-1.40

-1.10

-1.80

-2.20

-1.80

-1.50

-1.80

-2.80

0.00

-0.10

-0.10

-0.10

FY16

FY17

FY18

FY19

1.00

1.18

1.65

7.71

-1,133.10

-1,061.30

-1,077.40

-453.20

-11.35

-12.53

-17.80

-34.92

-11.35

-12.67

-17.94

-35.30

-7.78

-11.51

-16.48

-35.16

-149.90

-224.70

-86.80

-118.00

Executive Management
Dr. Michael Perry | Chief Executive Officer
Dr. Mike S. Perry was appointed as Chief Executive Officer (CEO) of AVITA Medical in June 2017, after serving on the Board since February 2013. He brings extensive experience across the global pharmaceutical
value chain for healthcare products spanning diverse therapeutic areas, including substantial expertise in
cell therapies and cell-based gene therapies. In his career, he has been materially involved in the successful development and commercial launch of over 30 prescription products, 14 of which achieved blockbuster
status.

Lou Panaccio | Chairman
Mr. Lou Panaccio was appointed as AVITA Medical Chairman of the Board in July 2014 with more than 30
years of executive leadership skills in healthcare, including developing company concepts through finished
commercialization.
Mr. Panaccio is positioned on additional Boards including Non-Executive Director of ASX50 company, one of
the world’s largest medical diagnostics companies; Sonic Healthcare Limited since 2005; Non-Executive
Director Unison Housing Limited; Non-Executive Chairman of Genera Biosystems Limited; and NonExecutive Director Rhythm Biosciences Limited. Mr. Panaccio’s past executive and board roles includ Melbourne Pathology Group, Monash IVF Group, Health Networks Australia Group and Primelife Corporation
Limited.
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Institutional Valuations

Avita Medical (ASX: AVH)
Broker

Recommendation

Target Price

Date

No Initial Coverage

Substantial Shareholders
Name

Shares Held

Ownership

HSBC Custody Nominees (AUS) Ltd

651,962,695

34.80%

HSBC Custody Nominees (AUS) Ltd A/C 2

379,735,974

20.30%

Competitor Analysis
Earnings (c)
Company

Company

Cash Asset (m)

Total Liabilities (m)

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

26.70

36.60

36.20

54.27

3.47

4.96

984.75 m

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

-1.30

-25.90

51.09

71.90

32.50

63.20

1.31 bn
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Codan Limited
(ASX: CDA)

19

Capital Structure
(Consolidated)
2019/06

Codan Limited - a South Australianbased operative dealing with metal
and mine clearing-detectors –
shares have risen year to date, often strengthened and re-affirmed by
positive results and upgraded profit
guidance. Specifically, CDA appears
to be in a long-term uptrend confirmed by multiple indicators. Both
the 20 and 200-day moving averages are upward sloping and signal
that the stock can be expected to
continue
rallying
in
both
timeframes.
Management has indeed firmed that
demand remains strong for its metal detection products and reiterated
that the business is less reliant on
its top of the range gold detector
(the GPZ7000). Further, the Company has also firmed that they continue to invest heavily in new product development and intend on releasing novel products to the market during FY20 across each of the
abovementioned businesses.
Specifically, Minelab, a metal detective operative in Codan’s group of
companies weighed in on the
group's performance, surpassing
the previous high last achieved in
2013. Put simply, the group's strategy to invest in new, innovative
products will continue to facilitate
the groups competitive advantage.
This will in turn, provide a more
balanced revenue stream, while expanding the Groups international
footprint and distribution, while continuing to gain market share from
competitors. While the Minelab
business, at large, performed well in
FY19, the outperformance was re-

Cash (m)

Total Liabilities (m)

Equity (m)

$37.52

$53.80

$211.20

portedly spread evenly between
the sales of GPZ7000, Gold Monster and SDC 2300 gold detectors.
Turning to the Groups Communications segment, CDA’s strategy
for growth is to further penetrate
the full global HF military market
with tactical radio products and
continues to transition into a full
communications solutions provider
in Land Mobile Radio (LMR).
Recently, CDA was pleased to announce statutory and underlying
net profit after tax of $30.4m, up
37% for the half year ended 31
December 2019.
Looking forward, the immediate of
CDA’s Vanquish has Minelab well
positioned for the second half. The
group has reportedly experienced
a solid start across its gold detect-

ing businesses, with run-rates in
line with the first half.
Further its Communications business delivered circa $21 million of
large contracts. Suffice to note
that these may not be repeated in
the second half and, despite
strong sales-opportunities pipeline, the long lead times associated with contract approvals might
result in Communications sales
may be skewed towards the first
half.
The aforementioned results serve
as a testament to CDA’s overall
strategy, being to diversify its revenues and broaden its addressable
market. continue to deliver results.

Past performance is no indicator of future performance
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Company Overview
Sector: Information Technology

Per Share Statistics
Sales ($)
Cash Flows (cents)

Earnings (cents)
Capital Spending (cents)

Historical Financials
Revenues (m)
Operating Margin (%)
EBITDA (m)

EBIT (m)
Net Profit After Abnormals (m)
ROE (%)

EPS: 0.300

Market Cap (bn): 1.34

P/E Ratio: 24.830

FY16

FY17

FY18

FY19

0.95

1.26

1.28

1.50

26.90

42.00

26.80

34.40

12.50

24.90

23.10

25.30

-10.30

-13.20

-12.50

-14.20

FY16

FY17

FY18

FY19

169.50

226.10

229.90

270.80

19.90

33.50

30.60

24.80

33.80

75.70

70.40

67.10

28.40

61.60

53.70

63.40

15.50

43.50

41.60

45.70

16.00

27.10

22.10

21.60

Executive Management
Donald McGurk | Chief Executive Officer & Managing Director
Donald is a motivator of people with extensive knowledge and experience in the areas of
change management and strategy formulation.
He joined Codan in December 2000, and had executive responsibility for group-wide manufacturing until his transition into the role of CEO. From 2005 to 2007, he also held executive responsibility for sales of the company’s communications products and from 2007 to 2010, executive responsibility for the business performance of HF radio products.

David Simmons | Independent Chairman
David was appointed by the Board as Chairman in February 2015 and has been a director since
May 2008.
He has extensive financial and general management experience, having worked in large, diversified businesses throughout his career, including as Managing Director for 16 years of a then
large Australian-based publicly listed company.
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Institutional Valuations

Codan Ltd (ASX: CDA)
Broker

Recommendation

Target Price

Date

No Initial Coverage

Substantial Shareholders
Name

Shares Held

Ownership

IB Wall & PM Wall

34,808,151

19.42%

Interests associated with Starform Pty
Ltd, Pinara Pty Ltd & Dareel Pty Ltd

26,974,425

15.05%

Interests associated with Kynola Pty Ltd
& Warren Glen Pty Ltd

9,829,758

5.48%

IOOF Holdings Ltd

9,336,998

5.21%

Competitor Analysis
Earnings (c)
Company

Cash Asset (m)

Total Liabilities
(m)

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

39.60

57.90

70.97

114.83

86.20

103.20

4.08 bn

22

CSL Ltd
(ASX: CSL)

23

Capital Structure
(Consolidated)
2019/06

Outwardly, there is a world shortage of immunoglobulin products.
Put simply, these are products
used in order to treat chronic and
potentially life-threatening conditions and various immune deficiencies. Progression in the diagnosis of these conditions, the ageing population and the wider use
of immunoglobulin products to
treat different conditions are all
weighing in on CSL’s success story.
Technically speaking, CSL is positioned in a strong bullish trend
confirmed by its 5-day moving
average of the stock price trading
well-above its 50-day moving average. Further, the 200 and 20day moving averages are both
trending higher.
Organically, the bloods product
giant reported yet another robust
result, with profits jumping 7.5
percent to $US1.25 billion ($1.86
billion) in the first half. Specifically, on a constant currency basis,
CSL’s net profit growth pushed
double digits, hitting 11.3. percent. With that, revenue was also
up 11 percent – on a constant currency basis – reaching $US4.91
billion for the six months ended
December 31. Underpinning such
growth has been the continuance
of stout patient demand. Firmed
by Chief executive Paul Perreault,
said that the immunoglobulin market segment had performed extraordinarily well, buoyed by its
Privigen and Hizentra therapies, in

Cash (m)

Total Liabilities (m)

Equity (m)

$937.97

$3,120.00

$7,488.00

which sales rose 28 percent and
37 percent respectively.
Valued at $137 billion, CSL leapt
from fifth to third in in accordance
with global biotech rankings issued by the Genetic Engineering
and Biotechnology News' list in
2019. A far cry from the likes of
the Australian blue-chip players,
who exploit natural resources, CSL
continued (10% of sales) investment into research and development, is partly the reason behind
such successes. Specifically, CSL’s
reinvestment into R&D amounted
to a whopping $US950 million
($1.4 billion).

Adding to CSL’s outperformance
was its upward revision of its full
year profit guidance, implying improving second half margin trajectory. Despite key variables that

may cause results to materially
differ - I.e. the timing and success
of research and development activities; decision by regulatory
authorities
regarding
approval etc – Chief Executive Officer Mr Perreault highlighted that
“CSL is well positioned for sustainable growth.” He then went on to
note that they expect to again
outpace the market in expanding
plasma collections and that their
objective to open 40 new collection centres this financial year is
on track. Subsequently, CSL’s net
profit after tax for FY20 is now
anticipated to be in the range of
approximately $2,110 million to
$2,170 million at constant currency, representing approximately 10
-13 percent growth over FY19.

Past performance is no indicator of future performance
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Company Overview
Sector: Health Care

EPS: 6.338

Per Share Statistics
Sales ($)
Cash Flows (cents)
Earnings (cents)
Capital Spending (cents)

Historical Financials
Revenues (m)
Operating Margin (%)
EBITDA (m)

EBIT (m)
Net Profit After Abnormals (m)
ROE (%)

Market Cap (bn): 144.11

P/E Ratio: 50.090

FY16

FY17

FY18

FY19

17.60

19.70

23.40

26.70

342.70

355.20

567.00

516.50

310.10

381.10

524.90

602.60

-164.50

-245.20

-295.90

-403.50

FY16

FY17

FY18

FY19

8,138.00

8,987.00

10,622.00

12,134.00

27.40

27.90

34.50

33.80

2,232.00

2,509.00

3,665.00

4,106.00

1,936.00

2,300.00

3,264.00

3,571.00

1,673.00

1,739.00

2,339.00

2,736.00

41.50

42.30

43.20

36.50

Executive Management
Paul Perreault | Chief Executive Officer
Mr Perreault has over 30 years’ experience in the health care industry and was appointed CEO in 2013.
Prior to his appointment, he held senior leadership roles with companies such as Wyeth, Centeon, and Aventis Bioservices. His leadership in the company has been fundamental to the success and
growth seen at CSL over the last 4 years.

DR. Brian McNamee | Non-Executive Chairman
Dr Brian McNamee was appointed Director and Chairman of CSL in October bringing extensive executive
experience in the biopharmaceutical industry. Previously McNamme was CEO and Managing Director
of CSL between 1990 and 2013 and served as a Senior Advisor in private equity firms. In 2009, he was
made an Officer of the Order of Australia (OA) for his service to business and commerce.
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Institutional Valuations

CSL Ltd (ASX: CSL)
Broker

Recommendation

Target Price

Date

Morgan Stanley

Equal-weight

$306.00

19/02/2020

Ord Minnett

Hold

$305.00

13/02/2020

Morgans

Hold

$303.10

13/02/2020

Macquarie

Neutral

$324.00

13/02/2020

Citi

Neutral

$331.60

13/02/2020

UBS

Buy

$365.00

13/02/2020

Credit Suisse

Outperform

$350.00

13/02/2020

Substantial Shareholders
Name

Shares Held

Ownership

The Vanguard Group

23,049,170

5.10%

BlackRock Group

22,884,245

5.02%

Competitor Analysis
Earnings (c)
Company

Company

Cash Asset (m)

Total Liabilities (m)

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

-1.80

-2.80

14.83

28.98

3.88

6.28

1.39 bn

07/18

07/19

07/18

07/19

07/18

07/19

Market Cap

-1.30

-25.90

51.09

71.90

32.50

63.20

1.31 bn
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ResMed Ltd
(ASX: RMD)

27

Capital Structure
(Consolidated)
2018/12

California-based medical equipment company, ResMed (RMD)
has continued to capture share in
an attractive market should the
Company continue to benefit from
the breadth, and depth of its portfolio. With that in mind, ResMed
shares have outperformed the
healthcare sector and adheres to a
strong bullish trend that has been
confirmed by multiple indicators,
namely: a 5-day moving average
of the stock price performing well
above the 50-day moving average, as well as both the 200 and
20-day moving averages trending
higher.
In more recent times, RMD reported a strong December quarter
with double-digit top-line growth
and further gross margin expansion. With that was the continued
fiscal discipline that resulted in
improvements in operating leverage and robust growth at the bottom line. Specifically, revenue and
net operating profit rose 13 percent and 26 percent respectively,
while the Groups gross margin of
58 percent expanded to 59.7 percent.
According to management, the
group's financial outperformance
was largely buoyed by continued
strong consumer demand, particularly in masks and accessories
with another quarter of high-teens
growth in that category. However,
we believe that RMD’s effective
portfolio management played a
key role in the delivery of such
metrics. That said, RMD has
launched a series of mask iterations at regular intervals and, fol-

Cash (m)

Total Liabilities (m)

Equity (m)

$209.79

$792.80

$2,955.00

lowing the launch of the F30i last
week, has now put in motion five
new masks within the last 15
months. Further, by way of mitigating downside risk as/when conditions slow, AirSense 11 should
provide attractive optionality.
RMD remains at the forefront of
digital health, by way of innovating medical devices and software
that improve health outcomes,
create efficiencies, and reduce
overall healthcare system costs.
Take for example, the scope of
global sleep apnea device reports.
Valued in 2018, the global sleep
apnea market was valued at USD
4.33 Billion and expected to reach
USD 9.10 Billion by 2025 with the
compound annual growth rate of
11.20% over the forecast period.
Hence, RMD continues to penetrate an under-diagnosed condition as the growing need for effi-

cient diagnosis and treatment is a
major growth factor of the global
sleep apnea device market.

Agreed in January to acquire a
privately held software company, SnapWorx, strengthens patient contact management and
workflow optimisation for the
sleep apnea resupply market. The
tuck-in
acquisition
of SnapWorx facilitates and automates workflow and document
retrieval in ways that complement
end-to-end functionality within its
Brightree resupply platform. With
that in mind, the strength of
RMD’s resupply programs have
been instrumental in driving recent performance

Past performance is no indicator of future performance
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Company Overview
Sector: Health Care

Per Share Statistics
Sales ($)
Cash Flows (cents)
Earnings (cents)
Capital Spending (cents)

Historical Financials
Revenues (m)
Operating Margin (%)
EBITDA (m)

EBIT (m)
Net Profit After Abnormals (m)
ROE (%)

EPS: 0.453

Market Cap (bn): 36.15

P/E Ratio: 575.210

FY16

FY17

FY18

FY19

1.75

1.89

2.20

2.57

52.10

37.80

47.50

45.30

34.10

34.20

43.90

45.90

-6.50

-6.50

-6.70

-7.60

FY16

FY17

FY18

FY19

2,476.00

2,687.00

3,166.00

3,717.00

30.00

30.10

34.60

29.60

743.80

808.00

1,095.50

1,100.60

594.60

601.60

933.20

885.60

474.60

445.00

427.00

576.90

21.10

19.10

22.70

22.40

Executive Management
Michael Farrell | Chief Executive Officer and Managing Director
Mr Michael Farrell has been with ResMed since 2000, previously holding positions as Senior Vice President
of Global Sleep Apnea Business, President of the Americas, and now CEO since 2013. Prior to working
at Resmed, Mr Farrell has previously held positions in management consulting, biotechnology, and metals
manufacturing.

Peter Farrell | Non-Executive Chairman
Mr Farrell founded Resmed in 1989, and since has held positions including CEO, Executive Director, and
more recently Chairman. He has extensive experience in the healthcare sector, having previously worked
as Managing Director for Baxter Center for Medical Research, and was a Foundation Director of the Graduate School of Biomedical Engineering at UNSW.
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Institutional Valuations

ResMed (ASX: RMD)
Broker

Recommendation

Target Price

Date

Morgan Stanley

Equal-weight

-

19/02/2020

Ord Minnett

Hold

$22.00

03/02/2020

Morgans

Add

$27.79

03/02/2020

Macquarie

Underperform

$17.00

03/02/2020

Citi

Neutral

$27.50

03/02/2020

UBS

Neutral

-

03/02/2020

Credit Suisse

Outperform

$27.00

03/02/2020

Substantial Shareholders
Name

Shares Held

Ownership

No Substantial Shareholders

Competitor Analysis
Earnings (c)
Company

Company

Cash Asset (m)

Total Liabilities (m)

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

421.30

460.80

61.50

78.60

287.70

359.50

12.08 bn

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

33.50

38.60

29.96

46.16

167.60

176.60

14.02 bn
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Northern Star Resources
(ASX: NST)

31

Capital Structure
(Consolidated)
2019/06

Northern Star Resources this
month released its half-yearly financial results outlining production and other key metrics of interest, which was met by the market by an increase at the open,
following on to close largely flat.
The results fell slightly short of
market consensus after a higher
than expected tax rate and above
anticipated exploration expenses.
Nonetheless, the case for the
company remains tilted to the upside with commodity price performance benefiting from increased
market bearishness regarding the
growing novel coronavirus epidemic (COVID-19). The company’s
share price has risen over the
course of February over 14% - up
over 31% year-to-date as the
Gold price has reached seven-year
highs.
Against the prior corresponding
period, net profit after tax and
revenues increased 53.45% and
30.54% respectively. Mainly attributed to the 20% growth in the
average price received for gold
over the period and a reduction in
expenses.
A material increase in borrowings
occurred to $520 million bringing
the company’s debt-equity ratio
towards 31.48% namely due to
the creation of a facility to cover
the acquisition of Kalgoorlie Lake
View (KLV) – which operates the
Kalgoorlie Super Pit gold mine.
Operating cash flows remained
healthy naturally due to the increased receipts from customers
bringing the increase in operating

Cash (m)

Total Liabilities (m)

Equity (m)

$266.48

$528.90

$1,114.90

activities to 46.31%. The overall
change in the cash balance benefited heavily from borrowing totalling $1.12 billion and was considered to meet above consensus
metrics.

rate for the Pogo operation however, macroeconomic tailwinds
such as the Gold price and the
possibility of a coronavirus epidemic tilt the outlook towards the
upside.

The interim dividend benefitted
from this, amounting to 7.5 cents
per share. The company provided
no forward-looking statements
however, given the appreciation of
the gold spot price year-to-date
we can expect the company to
provide again at least double digit
growth in EBITDA looking towards
the second-half of this financial
year.

Effectively the fluctuation of the
commodity price in conjunction
with the performance of assets,
capital expenditures and exploration success will have a hand to
play with regards to market sentiment en route to the annual report.

The company has noted that Pogo
operations are expected to bring a
more material impact to earnings.
Valuations have been impacted as
a result of the aforementioned
debt facility and increasing tax

Past performance is no indicator of future performance
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Company Overview
Sector: Metals & Mining

Per Share Statistics
Sales ($)
Cash Flows (cents)
Earnings (cents)
Capital Spending (cents)

Historical Financials
Revenues (m)
Operating Margin (%)
EBITDA (m)

EBIT (m)
Net Profit After Abnormals (m)
ROE (%)

EPS: 0.310

Market Cap (bn): 10.97

P/E Ratio: 46.450

FY16

FY17

FY18

FY19

1.30

1.39

1.56

2.17

0.64

0.59

0.57

0.59

0.28

0.31

0.32

0.25

-0.13

-0.16

-0.13

-0.24

FY16

FY17

FY18

FY19

785.80

850.00

964.00

1,401.20

52.50

48.30

44.70

34.00

412.90

410.80

431.20

476.50

239.00

265.30

273.40

229.00

151.40

215.30

194.10

154.70

36.90

30.80

23.60

14.50

Executive Management
Stuart Tonkin | Chief Executive Officer and Managing Director
Mr Tonkin is a mining engineer with more than 20 years’ experience working in the underground hard-rock
mining industry. He was appointed Chief Executive Officer of Northern Star in November 2016 and had
been the Company’s Chief Operating Officer since 2013. Prior to joining Northern Star, he was Chief Operating Officer for mining contractor Barminco, and a non-executive director of African Underground Mining
Services Ghana.

Bill Beament | Chairman
Mr Beament is a mining engineer with more than 20 years’ experience in the resource sector. Previously he
held several senior management positions, including General Manager of Operations for Barminco Limited
with overall responsibility for 12 mine sites across Western Australia, and General Manager of the Eloise
Copper Mine in Queensland. Mr Beament has been on the board since 2007.
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Institutional Valuations

Northern Star Resources Limited (ASX: NST)
Broker

Recommendation

Target Price

Date

Macquarie

Outperform

$15.00

12/02/2020

Citi

Neutral

$12.70

12/02/2020

UBS

Neutral

$14.00

12/02/2020

Credit Suisse

Underperform

$10.30

12/02/2020

Morgan Stanley

Underweight

$10.25

12/02/2020

Ord Minnett

Hold

$13.00

04/02/2020

Substantial Shareholders
Name

Shares Held

Ownership

BlackRock Group

81,057,176

12.70%

Van Eck Associates Corporation

75,814,515

11.80%

Competitor Analysis
Earnings (c)
Company

Company

Cash Asset (m)

Total Liabilities (m)

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

0.42

0.26

226.44

880.20

155.30

152.70

1.76 bn

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

0.76

1.04

1,289.41

2,281.48

5,436.00

5,997.00

21.99 bn
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Megaport Limited
(ASX: MP1)

35

Capital Structure
(Consolidated)
2019/06

Despite prevailing macroeconomic
headwinds
towards
the
backend of the month regarding
the
coronavirus,
Megaport
pleased markets on the 12th,
releasing figures above market
expectation.
The company provided at least
double-digit growth in revenues
in all of its operating markets,
with North America up 108% or
$5.9 million against the prior corresponding period. Markets were
pleased, namely with the improvement of Monthly Recurring
Revenue increasing 26% from
the 2019 financial year - perhaps
benefitting off its recent sales
and marketing spending throughout FY19.
Adhering to a more value-based
fundamental positioning, total
revenues for the period increased
70.29% against the prior corresponding period to $25.86 million. Profit was wiped namely by
employee
expenses
totalling
$16.31
million,
increasing
33.17%, and depreciation and
amortisation expense increasing
60.58% against the prior corresponding period.

Cash (m)

Total Liabilities (m)

Equity (m)

$74.88

$14.24

$110.60

equivalents positive for the halfyear, generating $66.58 million
in financing inflows.
Markets look towards Megaport’s
3Q20 Trading Update in April,
where a continuation of the
growth in Monthly Recurring Revenue is expected, which justifies
the company’s sales and marketing expenditure. Also updates
regarding the companies launch
in Japan would be noteworthy as
it represents a larger market opportunity for the company comparatively to the other 20 countries Megaport services - bar the
United States.

clouds without the need for any
hardware. As an MCR customer
has on average a greater monthly spend (about two times that of
a non-MCR customer) the growth
of this segment remains a key
area of interest for investors.

Another growth driver for the
company is the Megaport Cloud
Router (MCR) which facilitates
virtual routing to data between

Whilst borrowings increased during the period, the debt-equity
ratio remained inline at 10.77%
as the company utilised share
issues to finance operations. This
also naturally kept cash and cash
Past performance is no indicator of future performance
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Company Overview
Sector: Information Technologies

Per Share Statistics
Sales ($)
Cash Flows (cents)
Earnings (cents)
Capital Spending (cents)

Historical Financials
Revenues (m)
Operating Margin (%)
EBITDA (m)

EBIT (m)
Net Profit After Abnormals (m)
ROE (%)

EPS: - 0.270

Market Cap (bn): 1.56

P/E Ratio: -

FY16

FY17

FY18

FY19

0.04

0.12

0.19

0.29

-0.26

-0.29

-0.22

-0.23

-0.35

-0.34

-0.23

-0.27

-0.10

-0.07

-0.15

-0.15

FY16

FY17

FY18

FY19

2.68

10.67

19.75

35.06

-

-240.80

-104.50

-72.50

-19.60

-25.70

-20.60

-25.40

-20.90

-29.80

-25.60

-34.50

-21.30

-29.90

-24.50

-33.60

-121.10

-97.90

-30.50

-30.30

Executive Management
Vincent English | Chief Executive Officer and Managing Director
Driving the success of Megaport, one of the world’s leading Network as a Service providers, Vincent English
works at the forefront of innovation in the tech industry. His 15 years of combined international finance and
operations experience in telecommunications, along with his ability to build high-performing teams, has
seen Vincent become an influential figure in the connectivity space.

Bevan Slattery | Executive Chairman
Bevan has a background in building successful Australian IT and telecommunications companies and an
earlier career in administration in local and state government. Bevan holds a Master of Business Administration (Hon.) from Central Queensland University.

37

Institutional Valuations

Megaport Limited (ASX: MP1)
Broker

Recommendation

Target Price

Date

Morgans

Add

$12.94

13/02/2020

UBS

Neutral

$11.75

13/02/2020

Ord Minnett

Hold

$11.10

13/02/2020

Substantial Shareholders
Name

Shares Held

Ownership

Bevan Andrew Slattery

18,037,607

13.39%

Capital Research Global Investors

12,492,778

9.27%

Digital MP, LLC

9,637,241

7.15%

Competitor Analysis
Earnings (c)
Company

Company

Cash Asset (m)

Total Liabilities (m)

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

0.09

0.12

128.35

121.20

325.20

405.20

659.01 m

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

-0.19

-0.06

75.10

438.95

57.40

100.60

11.06 bn

38

Ingenia Communities Group Ltd
(ASX: INA)

39

Capital Structure
(Consolidated)
2019/06

Cash (m)

Total Liabilities (m)

Equity (m)

$20.18

$327.10

$625.70

Ingenia Communities Group also
released their financial report this
month on the 18th above market
expectations leading to the company outperforming the market
over the month, in which coronavirus fears have gripped the market.

dating their homes given lessthan-ideal savings. Furthermore,
low bond yields and low returns
on deposits have exacerbated the
issue and has attracted multinational institutions to the Australian residential (land lease) communities marketspace.

The company is over 4% up for
the month compared to the S&P /
ASX300 which has fallen ~7%
over the period. The company
reaffirmed its guidance in the
announcement made to the market. Revenues for the period
grew 25% t0 $116.9 million compared to H1 FY19,

A key concern for the company is
the recent effects of the bushfires
and floods that have damaged
coastal and inland NSW/QLD. The
company has noted caution regarding this, mentioning that
general market conditions have
improved and that the property
damage and revenue losses are
expected to be offset by insurance.

filtering down toan EBIT of $32.2
million - up over 40%. Nine projects are under development with
one new project to commence in
April as the company has expanded its capital base, accumulating a new $100 million debt
facility. Outlining the solid financial health of the company is
growth in its operating cash flow
to $27.2 million (up over 60%) ,
namely due to the increase in
settlements and rental income,
despite an offset by investments
into inventory

outlined its’ intention to expand
through acquisition and further
development in its strategic focus. This can be seen through
the recent acquisition of a residential resort in the NSW Central
Coast, totalling 230 houses for
~$24 million - the ingoing yield
is expected to be greater than
6.5%.
All-in-all the company has reiterated its guidance for FY20, with
EBIT expected to increase 1520% and underlying EPS to be 510%.

Looking towards the end of the
financial year 2020, Ingenia has

A few key domestic trends provide a compelling case for the
outperformance of the stock,
such as the strong customer demand from retirees who are looking for some relief through liquiPast performance is no indicator of future performance
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Company Overview
Sector: Real Estate EPS: 0.164

Per Share Statistics
Sales ($)
Investment Income (m)
Earnings (cents)
Capital Spending (cents)

Historical Financials
Rental Income (m)
Dividend Yield (%)
Other Income (m)

Property Expenses (m)
Net Profit (m)
ROE (%)

Market Cap (bn): 1.39

P/E Ratio: 31.400

FY16

FY17

FY18

FY19

0.14

0.17

0.23

0.26

0.70

0.83

0.91

1.00

0.13

0.15

0.18

0.21

-0.01

-0.01

-0.01

-0.01

FY16

FY17

FY18

FY19

57.70

70.00

86.50

89.80

3.20

3.90

3.50

3.50

49.80

80.10

103.20

138.90

-21.20

-24.70

-25.50

-26.90

24.30

26.40

34.20

29.30

4.70

5.20

6.90

7.70

Executive Management
Simon Owen | Chief Executive Officer and Managing Director
Mr Owen joined the Group in November 2009 as the Chief Executive Officer. He initiated the strategy to
focus on developing and acquiring a leading portfolio of lifestyle and holiday communities which has seen
the Group’s market capitalisation grow from $30 million to over $1.2 billion today. Mr Owen brings to the
Group in-depth sector experience. He is currently a Director of BIG4 Holiday Parks, Australia’s leading holiday parks group representing 175 parks across Australia and is a past member of the Retirement Living
Division Council (part of the Property Council of Australia).

Jim Hazel | Non-Executive Chairman
Mr Hazel was appointed to the Board in March 2012. Mr Hazel has had an extensive corporate career in
both the banking and retirement sectors. His retirement village operations experience includes being Managing Director of Primelife Corporation Limited (now part of Lend Lease). He is also a director of Bendigo &
Adelaide Bank Ltd.. He also serves on the Boards of Coopers Brewery Limited, the University of South Australia and COTA Australia, the peak policy development, advocacy and representation organisation for older
Australians.
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Institutional Valuations

Ingenia Communities Group Limited (ASX: INA)
Broker

Recommendation

Target Price

Date

Morgans

Hold

$3.69

21/08/2019

Substantial Shareholders
Name

Shares Held

Ownership

Sun INA Equity LLC

23,560,866

9.97%

Jonathan Marc Colman

23,196,816

9.81%

The Vanguard Group Inc.

14,628,509

8.22%

Cohen & Steers Inc

14,502,256

6.13%

IOOF Holdings Limited

13,578,557

5.75%

AMP Limited

13,131,370

5.56%

Competitor Analysis
Earnings (c)
Company

Company

Cash Asset (m)

Total Liabilities (m)

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

0.56

0.79

2,406.80

1,607.10

4,286.00

4,390.00

28.43 bn

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

0.11

0.05

1.21

2.59

295.10

343.20

673.64 m
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Data#3 Limited
(ASX: DTL)
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Capital Structure
(Consolidated)
2019/06

Data#3 Limited had an impressive start to the year and still
remains above 10% despite the
recent market pullback regarding
coronavirus fears, which has significantly hit the information
technologies sector worldwide.
They released their half-yearly
financial report on the 19th of
February, foreshadowing the positive results with a late January
release. The results came in
above expectations falling in the
top end of the company’s own
guidance, with dividends rising
41% year on year. Whilst operating cash flow is in a net outflow,
it has had a marked improvement since the last corresponding period - 22.72%.
Revenues achieved double-digit
growth against the prior corresponding period of 11.56% with
net
profit
after tax rising
43.65%,
whilst
expenses
achieved growth of 11.15% just
underscoring revenues. Data#3
Chief Executive and Managing
Director Laurence Baynham noted that “the market is growing as
digital transformation fuels the
overall information technology
spend, and we have seen sustained large project activity.”

Cash (m)

Total Liabilities (m)

Equity (m)

$121.20

$405.20

$47.40

12 months ago when it contributed 22.14%. The public cloud segment
involves
Data#3’s
“expertise to provision desktop
applications from the public
cloud” and effectively secure and
manage
information
typically
stored on endpoint devices to the
cloud.
The groups’ infrastructure business also grew 4.8% to $180.3
million, whilst the consulting segment and project services took a
hit.
Since the company entered the
ASX300 on September 23rd the
share price has achieved growth
of 45.26%. The cloud business
has greatly contributed to the
business since the turn-around in
early 2017. Data#3 also contin-

ues to be the government’s only
provider of Microsoft licenses,
which will continue to generate a
consistent revenue stream in its
public cloud segment.
Data#3’s increasingly recurring
revenue stream along with a reliable customer base has made it
an outperformer on the index,
especially on a year-to-date basis. Given recent macroeconomic
headwinds such as coronavirus
impacting the information technology sector worldwide, DTL
remains an up and comer in the
space.

The public cloud revenue segment increased year on year
76.52%, accounting for 35% of
total revenue comparatively to
Past performance is no indicator of future performance
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Company Overview
Sector: Information Technology

Per Share Statistics
Sales ($)
Cash Flows (cents)
Earnings (cents)
Capital Spending (cents)

Historical Financials
Revenues (m)
Operating Margin (%)
EBITDA (m)

EBIT (m)
Net Profit After Abnormals (m)
ROE (%)

EPS: 0.134

Market Cap (m): 659.01

P/E Ratio: 31.890

FY16

FY17

FY18

FY19

6.37

7.13

7.67

9.18

0.04

0.33

0.05

0.08

0.09

0.10

0.09

0.12

-0.02

-0.03

-0.02

-0.02

FY16

FY17

FY18

FY19

981.30

1,097.30

1,180.30

1,415.60

2.30

2.20

1.90

2.10

22.70

24.70

22.40

29.30

18.90

21.70

19.50

26.70

13.83

15.38

14.08

18.11

34.70

37.00

31.60

38.50

Executive Management
Laurence Baynham | Chief Executive Officer and Managing Director
Appointed Chief Executive Officer in November 2014, Laurence Baynham is responsible for the day-to-day
operational and planning activities for Data#3. Laurence joined the Data#3 Board in November 2016 as
Managing Director. In addition, Laurence is the sole director of Business Aspect, a wholly owned subsidiary
that specialises in management consulting.

Richard Anderson, OAM | Non-Executive Chairman
Richard joined the board of Data#3 Limited in 1997 and was appointed Chairman in September 2000. He is
a member of the board of Namoi Cotton Cooperative Limited and Lindsay Australia Limited, and is also
President of the Guide Dogs for the Blind Association of Queensland.
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Data#3 Limited (ASX: DTL)
Broker

Recommendation

Target Price

Date

Morgans

Hold

$4.31

26/02/2020

Substantial Shareholders
Name

Shares Held

Ownership

Mitsubishi UFJ Financial Group, Inc.

10,458,120

6.79%

Competitor Analysis
Earnings (c)
Company

Company

Cash Asset (m)

Total Liabilities (m)

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

-0.23

-0.27

55.76

74.88

11.70

14.24

1.56 bn

06/18

06/19

06/18

06/19

06/18

06/19

Market Cap

-0.19

-0.06

75.10

438.95

57.40

100.60

11.06 bn
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Kodari Securities Pty Ltd (CAR 399556) trading as KOSEC is regulated by the Australian Securities and Investment Commission (ASIC). KOSEC is a financial services company and any information provided by its
platforms, portals, reports and documents is protected by copyright. Any unauthorised production of this
information is prohibited.
KOSEC reserves the right to change or remove any information provided on our website, reports or any
documents including these terms and conditions at any time without notice. The change or modification to
the terms and conditions will be effective immediately upon posting an updated version on our website,
necessary platforms and documents. It is recommended that you review the information provided on our
website, including these terms and conditions frequently for any changes.

Disclaimer
KOSEC provides general advice only. The information provided is of a general nature only and does not take
into account your individual objectives, financial situation or needs. It should not be used, relied upon, or
treated as a substitute for specific professional advice. KOSEC recommends that you obtain your own
independent professional advice before making any decision in relation to your particular requirements or
circumstances. Please make sure you read our Financial Services Guide (FSG).
KOSEC does not guarantee any returns. Past performance of any product discussed is not indicative of future
performance. (We urge that caution should be exercised in assessing past performance. All financial products are subject to market forces and unpredictable events that may adversely affect their future performance). Investing in the stock market can incur huge losses. Please also be aware that fees will incur on
every transaction regardless of the performance of your investments or returns generated. Employees and
or associates of KOSEC may hold one or more of the stocks, securities or investments reviewed by the
company.
Your use of information from our website, reports, documents and from talking to our representatives/
associates is at your risk. Under no circumstance should the investment be based solely on KOSEC information and general advice. You should seek professional financial planning advice.
KOSEC aims to maintain the accuracy of the data and information provided on this website, by using information prepared from a wide variety of sources, which KOSEC to the best of its knowledge and belief,
considers accurate and does not make any representations or warranties of any kind, expressed or implied,
about the completeness, accuracy, reliability, suitability or availability of the information provided.
We may at times refer to third parties, which the details of these third parties have been provided solely for
you to obtain further information about other relevant products and entities in the market. KOSEC has no
control over the information third parties have, or the products or services offered, and therefore make no
representations regarding the accuracy or suitability of such information, products or services. You are
advised to make your own enquiries in relation to third parties. Our inclusion of any third party content is
not an endorsement of that content or the third party.

Fees
As a client you will be charged a yearly service fee and a set brokerage fee per transaction. Your service fee
will automatically renew at the end of your agreed 12 month period at the same rate advertised at the time.
Your credit card or bank account will be charged for a further year following which will again auto renew
until you cancel your yearly service fee. You can cancel the auto renewal at any time in advance of the
renewal date by contacting us. KOSEC is aware of the need to ensure the security of your credit card details
and our payment systems are compliant with the Payment Card Industry (PCI) Data Security Standard.

Privacy
You consent to receiving email correspondence from KOSEC, as well as companies KOSEC has an association
with. These emails will be sent by KOSEC and third party companies. You can opt out of receiving any category of emails at any time by contacting us. We may from time to time inform you of special offers, or even
ask your opinion of the services we provide, but your involvement is optional. Should you request us to do
so, we will archive your details.

Indemnity and Liability
You indemnify KOSEC from all claims or threatened claims, suits, demands, damages, costs as well as including legal costs incurred in dealing with any threatened claim, expenses made by any person or corporation
against KOSEC and any other amounts which is caused by KOSEC providing information, execution and
General Advice.
You hold KOSEC harmless and release it from any liability in respect of any loss, harm or damage arising from
a decision made by you on the basis of information obtained through the use of our portal, reports, documents or any General Advice given and any transaction taken place.
You hold KOSEC harmless and release it from any liability in respect of any loss, harm or damage arising from
delays in executing orders for the client and acknowledges KOSEC makes no guarantees about the time
taken to execute an order on behalf of the client
You acknowledge that KOSEC relies on third parties in providing technology and release KOSEC from any
harm, loss or damage you may suffer as a result of the failure of such information technology.

Cookies and Links
KOSEC website, and its portal uses cookies, which lets us identify your browser while you are using the site
or our portal. Cookies do not identify you personally. They simply allow us to track your usage patterns. If
you prefer not to receive cookies, you can configure your browser to reject them or to notify you when they
are being used. The functionality of the KOSEC website may be impacted if you restrict the use of cookies.
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