
 

 

DISCLOSURE: Entities associated with the author of this report own shares in Secos 

The information contained in this report is provided by PAC Partners to Wholesale Investors only.  
The information contained in this report is to be read in conjunction with other important disclosures at the end of this document. 
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Recommendation Speculative Buy 
Previous Recommendation Initiating Report 

Risk Rating Very High 

Current Share Price $0.059 

12 Month Price Target $0.091/share 

Price target Methodology EV/Gross Profit 

Total Return (Capital + Yield) 54% 

FY21F EBITDA Growth 158% 

Market Capitalisation $25m 

Liquidity $11k/day 

  
 

12 Month Share Price and Volume 
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Financial Forecasts & Valuation Metrics  

SES Y/E Jun A$m  FY19A  FY20F  FY21F  FY22F 

Revenue 20.9 23.8 28.2 33.5

Gross Profit 1.9 3.5 4.9 6.2

EBITDA -2.9 -0.6 0.4 1.4

EPS Adj (c) -1.1 -0.4 -0.1 0.1

EV/ Revenue (x) 1.1 0.9 0.8 0.6

EV/Gross Profit (x) 12.0 6.2 4.6 3.5

EV/EBITDA (x) -8.1 -35.5 62.6 15.9

PE Underlying (x) (5.3) n/m n/m 45.2

Gearing (%) (17%) (32%) (26%) (33%)

Source: PAC Partners estimates 

KEY POINTS 

 SES manufactures traditional and bio-plastic films and bags. It has 
manufacturing operations in Malaysia and China. Bio-plastics sales 
have grown at 35% CAGR FY16-20 and now make up ~40% of 
revenue. Legislative and consumer preference changes are driving 
growth in this niche industry. SES has an early mover advantage 
and evidence of sales momentum is building.  

 We estimate that SES’s manufacturing assets are only operating at 
40% utilisation on average. This implies potential for high revenue 
growth on low capex, and for scale efficiencies. 

 SES is a high fixed cost business. As it gains scale, EBITDA 
margins are positively leveraged. The recent Q3 update implies that 
higher margin sales of Bio-plastics are quickly catching up to sales 
of traditional plastics. We forecast SES to be EBITDA positive in 
FY21 and NPAT positive in FY22.  

 SES operates in a high growth industry that has to date seen little 
interruption from COVID-19. Given the green nature of the 
business, we believe SES is likely to get solid investor support as it 
appears poised to demonstrate a strong turnaround. 

 The process from product enquiry to material sales takes 6-12 
months. Around 12 months ago, SES released new improved bio-
plastic products. In our opinion, these products are likely to be on 
the cusp of a step change in demand.  

 SES products are mostly leveraged to food or human hygiene. 
Demand for its products are in-elastic and may even see an 
increase in demand due to COVID-19. 

 The main risks for SES include: 

 Sales growth is slower than we forecast; 

 Increased competition may lower pricing; and 

 Lower oil prices mean that hydro-carbon based plastics are 
becoming cheaper, potentially impacting the rate of uptake of bio-
plastics. 

 
INVESTMENT VIEW  

In micro-caps, timing of when to invest is often critical. For a long time, 
SES has been steadily building its sales and product range of bio-plastics, 
off a very low base in FY16 ($4m of sales). As the mix of bio-plastic sales 
increase and production efficiencies are gained, the EBITDA margin 
expands. Sales has the potential to beat our medium-term forecasts. 

We forecast SES to become EBITDA positive in FY21. Companies in high 
growth industries (such as bio-plastics) often trade on a multiple of 
revenue. SES has an early mover advantage bio-plastics and 130 
countries now having banned single use plastic bags, SES could well 
achieve significant share price appreciation as the turnaround under way 
becomes more obvious.  

We use EV/gross profit to value SES. Based on peer comp analysis, we 
set our FY21F gross profit multiple at 7.5x. This results in a valuation of 
$0.091/share, representing an impressive TSR of 54%. We have a 
Speculative Buy recommendation. 

 

Secos Group (SES) 
Green to Go 

13 May 2020 

Heath Andrews 
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+61 3 9114 7415 

Key Milestones 

 FY20 result, expected to be a record in terms of gross profit 

 Manufacturing bio-plastics through the existing traditional 
plastics cast line, providing potential for significantly higher 
margin sales in volume 

 Becoming EBITDA break even, expected in FY21, 
potentially 2H20 

 Release of additional product lines 

 Securing additional large contract wins 

 Completion of a compostable single use carrier bag and 
securing material sales for it 
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SES operates in the highly 
prominent bio-plastics 
industry that is regularly in 
the news, in a positive 
manner 

 

 

Bio-plastics are one of the 
solutions to the problem of 
plastic making there way into 
the environment 

 

 

 

 

 

 

 

 

 

 

 

 

 

Operations are in low cost 
jurisdictions that have 
recently banned the use of 
single use plastic bags 

 

 

 

 

 

SES has a wide footprint 

 

 

 

 

 

 

 

 

SES products are niche and 
demand for these products is 
in-elastic and unlikely to be 
impacted by COVID-19 

ABOUT SECOS 
SES manufactures three types of plastics:  

 Traditional film plastics made from hydrocarbons (currently ~60% of sales);  

 Biohybrid plastics, which is a combination of hydrocarbon and bio-degradable plastics, seen 
as reducing the carbon footprint (~10% of sales); and 

 Biodegradable (bio) plastics made predominantly from corn starch (currently ~30% of sales), 
which is the key focus area for future growth.  

 

The key attribute of bio-degradable plastics or bio-plastics is that they are compostable. This 
includes meeting standards around the following: 

 Absence of heavy metals (to standard specific); 

 90% of the bag must be in fragments less than 2mm in size from 180 days of when the 
compost process commenced; 

 Must biodegrade to CO² and water; and 

 Have no harmful effects on soil, plants or wildlife. 

 

SES bio-plastics has been accredited to meet the standards of the following major global 
standards that apply in different jurisdictions: 

 Europe - EN13432; 

 USA - ASTM D 6400; 

 Australia – AS 4736 and AS5810; and 

 Global – ISO17088. 

New products developed require certification to standards. 

   

OPERATIONS 
SES has three production sites: 

 A traditional cast film plastics production line in Malaysia, capable of producing ~9,500tpa 
of film; 

 A resins production line and finished products warehouse in Malaysia, capable of 
producing 2,300tpa of resin; and 

 A resins production line and finished products warehouse in China, capable of producing 
2,300tpa of resin, 270m plastic bags and 1,500tpa of film. 

The Melbourne cast film plastics line was closed in January, 2019.  

SES has sales offices in: Australia, Malaysia, China and the USA. It currently has ~175
customers, though is building an on-line presence to sell direct. 

It has distributors of its products and warehoused stock in the Americas, Asia and Europe. SES 
is able to sell its products in many countries around the world. It currently splits its sales into three 
regions within its segment reporting, with the 1H20 split as follows:  

 Australia 14%; 

 Asia 78%; and 

 Americas 8%. 

 

PRODUCTS SOLD 
The range of products sold by SES fits into three categories. 

1. Films and Packaging (made via the continuous cast extrusion process): 

 Cast films (thin films of plastic manufactured in rolls, i.e. hygiene film and overwrap), thermal 
and adhesive laminates; and 

 A range of film products used in: food packaging, feminine hygiene, pet sheets, medical 
garments, disposable nappies (child & adult) and film for courier bags.  

2. Waste Management Solutions (made via the blown extrusion process): 

 Compostable bin liners, garbage bags, kitchen tidy bags, and garden waste bags, nappy 
bags; and dog waste bags. 

3. Proprietary bio-polymer resins (SES formulations) sold to other bag and film manufacturers.  

 

  

Secos Overview  



PAC Partners | Equity Research Secos Group (SES) 

 

Page 3 

 

 

  

Of each of the main types of products sold, (either straight resin, blown extruded or cast 
extruded), products can be made of either: 

 Traditional hydro-carbon polymers; 

 Hybrid polymers; or 

 Bio polymers. 

Production of thin bio-plastic film on SES’s Malaysian cast line is still in the trialling phase. 

 

COMPETITIVE ADVANTAGES AND PATENTS 
SES owns a portfolio of eleven patent families, with forty-eight patents so far granted in Europe, 
USA, Australia, China, Japan, New Zealand and South Africa, and two more patents pending 
registration. The patents protect the bio resin formulations, manufacturing processes and 
application technology invented by the Research & Development team. 

Intellectual Property underpins the technical differentiation of SES’s compostable and bio-
hybrid™ product range. SES has know-how on what formulations meet different customer 
requirements and have in many cases gone through an appraisal and qualification process that 
makes customers sticky. 

SES has an early mover advantage in US and Asian markets in bio-plastics. Most competitors 
have been more focused on Europe as it is an earlier adopter. However; the problem of plastic 
pollution is much bigger in Asia and legislation changes in that region are gaining momentum.  

In the traditional plastics market, SES supplies a high-quality niche product in the hygiene film 
market, making SES hard to displace. This market is also likely to be an early adopter and large 
user of bio-plastics in the future. SES supplies some bio-plastic product into this market already, 
however as discussed in the driver section, SES is conducting trails to enable production of 
compostable film at speed. 

 

TRADITIONAL PLASTICS COMPARED TO BIO-PLASTICS 
Global plastic production is ~370mt pa. Of this, around 80mt pa are soft plastics (SES’s target 
markets). The main ingredient in plastic is ethanol, produced by cracking plants. According to 
the Guardian in a January 2020 article titled, “The plastic polluters won 2019”:  

 Plastic now uses nearly 14% of the world’s oil production and is expected to grow to 20% 
by 2050;  

 Nearly one third of production went to single use plastics; 

 Less than 10% was recycled; 

 Demand for plastic grew by 3.5% in 2019; and 

 Since 2010, the petrochemical industry has invested about US$200bn, with US$100bn 
more planned to be spent. Shell’s new US$6bn ethanol cracking plant in Pittsburgh alone 
will produce ~1.6mt of plastic pa. 

There is also a distinction between degradable and bio-degradable (compostable) plastics. 
Degradable plastic breaks down into smaller fragments (made from hydro-carbons, also called 
oxo-degradable), but remains as small fragments of plastic. Small particles of plastic are 
potentially more harmful as it is more easily ingested and is harder to remove/collect. Oxo-
degradable plastics are banned in many European countries. 

To be green, plastic needs to be compostable. Compostable means it breaks down when 
exposed to a heat process and the action of micro-organisms and fungi. A key target waste 
stream targeted by SES is items that can be placed in the household green waste bin, which 
includes products such as: bin liners, kitchen tidy bags and food packaging. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

SES has technical know how 
in bio-plastics that takes 
years to acquire 

 

An early mover advantage 
provides a jump on the 
competition and allows for 
high near-term growth, 
before the competition 
arrives in scale 

 

 

 

It is hard to imagine the scale 
of the traditional plastics 
industry, 370mpta is more 
than the total iron ore sold by 
Rio Tinto 

 

 

 

 

 

Not all degradable plastics 
are compostable and oxo-
degradable plastics are likely 
to face bans similar to single 
use plastic bags in time 

Figure 1: Pictorial of product types sold 

 
Source: Secos 
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Bio-plastics is forecast to 
grow at 20% pa 

 

 

 

 

 

There are 195 countries in 
the world, 130 have banned 
the use of single use plastic 
bags 

Media focus and the push by 
consumers will assist with 
putting more focus on green 
solutions, bio-plastics is 
likely to be part of the 
solution 

 

 

 

 

Having a carrier bag solution 
adds to the growth potential 

 

 

 

 

 

 

 

 

 

 

Cast line production of bio-
plastics film would give SES 
a competitive advantage over 
peers, plus would lower 
costs and increase 
production capacity 

 
 
 

Drivers 

2019 was a pivotal year in terms of industry coming under pressure to use less plastic and to 
recycle. More than 130 countries have now legislated to ban single use plastic bags. Big 
manufacturers are now focusing on research on bio-plastics, which uses the starch present in 
crops such as: corn, potatoes, wheat, soybean and cotton.  

The Guardian indicated that it expected the bio-plastics industry to grow at 20% pa and be a 
US$70bn industry by 2024. 

 

 

 

 

LEGISLATED AND CUSTOMER DRIVEN SECTOR GROWTH 
A key aim of legislation is to encourage recycling of plastics. Recycling attempts have not been 
very successful to date, mostly due to different types of plastics being commingled or 
contamination issues, with only a small portion able to be recycled successfully (i.e. recycled 
plastic is added to virgin plastic).  

Consumers are driving demand for more environmentally friendly alternatives and in many cases 
are prepared to pay a premium. Companies are using bio-plastic packaging as a marketing tool 
and this trend is likely to continue. Bio-plastic can remove the need for oil-based plastics (either 
virgin or recycled) in some markets. 

Land fill dumping rates are increasing and taxes on hydrocarbon-based plastics are being 
considered (though not generally in place yet). The ban by China in accepting plastics from other 
countries has added to the disposal burden of other countries, making the cost alternative of bio-
plastics less onerous.  

The biggest market available to SES is single use bags or carry bags. In Australia, the big 
supermarket chains went for re-usable bags (a cynic might suggest they turned an item they 
provided for free into an item consumer’s buy). Not all retailers are likely to follow the example of 
the Australian supermarket chains, with takeaway food outlets likely to lead the use of bio-plastics. 

SES is in the process of fine tuning its formulation for a single use bio-plastics carrier bag, with 
mechanical strength a key attribute. In our opinion, consumer pull through and legislative changes 
provide a high likelihood that a growing proportion of single use bags will be bio-plastic. With bio-
plastics forecast to grow at >20% pa, SES is well positioned with its early mover advantage. 

 

MAKING BIO-PLASTICS ON THE CAST LINE EXTRUSION PLANT 
Hygiene film products (mostly used in nappies, medical and sanitary pads) is the largest product 
line currently sold by SES. One of SES’s competitive advantages is that bio-hybrid plastics 
provide a softer feel vs. traditional plastics and have a lower carbon footprint. These products are 
made at its Malaysian cast line facility. 

SES is working on two innovations with this line of products: 

 Creation of breathable plastic; and 

 Use of 100% bio-plastic, which would become a key point of difference to manufacturers of 
hygiene products vs. competing products.  

Cast line extrusion of plastic can generate plastic film 4-5x faster than blown extrusion (the current 
process used by SES to make bio-plastic film). SES is currently trialling making bio-plastics in its 
cast line manufacturing facility in Malaysia. A lower operating temperature is used to melt corn 
starch vs. traditional plastics. The trails are focusing on being able to produce bio-plastics that 
are thin enough to meet customer requirements, and retain the mechanical strength needed to 
run through the plant at high speed. 

Once SES perfects the process, it will be able to make much larger quantities of bio-plastic at 
lower cost. In our opinion, this would give SES a material competitive advantage and allow for a 
much higher portion of higher gross profit margin bio-plastics to be produced, with very little 
capex. We expect SES to start producing bio-plastics in quantity in its cast line extrusion plant in 
early FY21. 

As well as being able to supply greater quantities of higher margin bio-plastic film, this would allow 
SES to be able to supply rolls of bio-plastic film to medical gown manufacturers. Medical gowns 
are currently in high demand and even post the COVID-19 pandemic, Governments around the 
world are likely to build material stockpiles. Overall usage is likely to remain elevated. 
Compostable gowns could be a large new market for SES, in our opinion. 

 

INCREASED RANGE OF PRODUCTS 
About 12 months ago, SES released two new bio-plastic resins that target the following markets:

 Compositable food packaging formulation for the home market; and 

 Compositable food packaging formulation with higher mechanical strength, allowing bag 
manufacturers greater throughput rates and better consumer acceptance. 
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  The two new products have allowed for increased production rates of bags within SES’s own 

operations and to other customers that use their resins. SES now has tier 1 product quality, an 
advantage over many peers in bio-plastics. They are potentially on the cusp of a large increase 
in demand, as new products go through a 6-12 month review and acceptance process, we should 
be at or near the end of this evaluation process. 

SES is developing additional resin and film specifications. This allows it to sell into a wider range 
of products, see Figure 2. A broader product range is expected to be a key driver of sales growth. 

 

Figure 2: Product range development 

 
Source: Secos. 

 

BIO-PLASTICS ARE HIGHER MARGIN AND HIGH GROWTH 
Bio-plastic is where we see the major growth in SES, although traditional plastics are expected 
to grow as well. SES has over 10 years of experience in bio-plastics and more recently has been 
gaining traction, with sales increasing by ~$2m pa since FY17 (from a base of $5m). Bio-plastics 
GP margins are likely to be materially more than traditional plastics, where competition is high.  

SES does not provide segment information on bio-plastic sales, but we have been able to piece 
together enough information from the quarterlies to provide historical sales, see Figure 3. Sales 
in FY19 and FY20 have shown an increase in the growth rate, and we expect sales growth to 
continue to accelerate.  

 

Figure 3: Historical and forecast sales of bio-plastic products 

 
Source: Secos and PAC Partners 

  

Bio-plastic enquiries eventually leads to greater sales, but it takes time due to: 

 Customer product testing for suitability;  

 SES product development to meet different customer requirements;  

 Product registration to ensure it complies with sustainability legislation; 

 Possible customer retooling; and 

 Placement of orders in scale. 

We believe that SES is advanced on several products with customers that should see an 
increased level of growth occur in this division as it grows its product line and produces bio-
plastics in its cast line plant.  
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The closure of the Melbourne 
plant and no segmental 
reporting of bio-plastics 
makes sales analysis 
difficult; however, bio-plastic 
sales have increased by 35% 
CAGR between FY16 to 
FY20F 
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Higher plant utilisation 
should lead to better direct 
labour recovery rates and 
lower COGS via volume and 
handling cost savings 

 

 

 

 

 

 

 

 

 

SES has done a good job in 
lowering its overheads. It 
should have an overhead 
structure in place to support 
higher revenue, with only 
minor changes in product 
storage and sales related 
costs 

 

 

Higher expected sales of bio-
plastics should drive GP 
margin expansion 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Bio-plastics in one of the 
high growth industries and 
companies operating in high 
growth industries can trade 
at high multiples 

 

 

 

 

BETTER PLANT UTILISATION 
The closure of the Melbourne plant has led to higher volumes being produced in Malaysia, 
improving utilisation of this plant and resulting in some raw material cost savings (greater scale) 
and lower direct costs per unit of production. 

SES has been very disciplined in only focusing on high GP margin sales growth. An estimation 
of current plant utilisation is: 

 China plant 75%; 

 Malaysia resin plant 35%; and 

 Malaysia cast line plant 40%. 

Via additional shifts and finalising trials to produce plastic film through the Malaysian cast line 
plant, we expect SES can continue to grow sales in bio-plastics with little capex. SES has the 
potential to rapidly grow its top line, which would result in direct labour and raw material cost 
savings, improving the gross profit margin.  

 

LOWER COSTS AND SCALE BENEFITS 
The fall in the oil price will lower the COGS sold in traditional plastics. As prices fall, margins 
generally go up in the short term, as price reductions are not passed on immediately. This can 
also work in reverse, but for Q4, FY20, traditional plastic GP margins are likely to expand. 

Overheads were guided to reduce by $1.0m pa post the closure of the Melbourne cast film plant 
in January, 2019 and the 1H20 result indicated these cost savings have occurred. Overheads are 
currently running at ~$4.0 to $4.5m pa. 

The EBITDA growth at SES appears set to flow from greater scale, expanding GP margin and 
leveraging its existing overhead base across a higher revenue base, see Figure 4.  

 

Figure 4: Sales, gross profit, overheads and EBITDA analysis 

 
Source: SES and PAC Partners 

 

The 9.2% gross profit margin in FY19 is an anomaly, driven by costs associated with moving 
production from Melbourne to Malaysia (including some lost sales). 1H20 GP margin was 14.2% 
and we expect that to continue to increase as higher bio-plastic sales contribute and the lower 
COGS of traditional plastics occurs in Q4 FY20.  

We forecast SES to report positive EBITDA in FY21. Whilst still close to break even, this is likely 
to be a share price catalyst and EBITDA should continue grow at an increasing rate.  

 

RE-RATING POTENTIAL 
Companies leveraged to high growth industries can carry high multiples. For SES, we believe it
needs to demonstrate it has gone through EBITDA break-even and is experiencing high top line 
growth. Due to the Melbourne plant closure and not separately accounting for bio-plastics, it takes 
a deep dive to recognise the growth occurring in bio-plastics. We believe the FY20 result provides 
the next main data point to demonstrate the turnaround and growth that is occurring. 

 

TAKEOVER TARGET 
SES has developed know how in the bio-plastics market and its products have been certified and 
gone through many of the qualification steps required to secure sales in the Asia and America’s 
region.  

Making an acquisition is more logical for either:  

 An existing bio-plastics manufacturer focused on Europe wanting to expand in Asia; or  

 A traditional plastics manufacturer operating in the Asian region wanting to expand into bio-
plastics. 

$m FY17A FY18A FY19A FY20F FY21F FY22F 1H20A 2H20F
Traditional Plastics 17.4 18.2 12.9 13.9 14.7 15.6 6.6 7.3
Bio Plastics 5.0 5.5 8.0 9.9 13.5 17.8 4.0 5.9
Total Sales 22.4 23.6 20.9 23.8 28.2 33.5 10.6 13.2
Sales growth 5.2% 5.7% (11.8%) 14.2% 18.5% 18.6%

Cost of Sales 19.9 20.6 18.9 20.3 23.3 27.2 9.1 11.2
Gross Profit 2.5 3.0 1.9 3.5 4.9 6.2 1.5 2.0
GP Margin % 11.1% 12.8% 9.2% 14.8% 17.4% 18.6% 14.2% 15.3%

Overheads (4.7) (5.5) (4.9) (4.1) (4.6) (4.8) (2.0) (2.1)
EBITDA (2.2) (2.4) (2.9) (0.6) 0.4 1.4 (0.5) (0.1)
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PROFIT AND LOSS 
SES does not separately report traditional and bioplastics sales; however, it does via 
presentations and quarterlies provide sufficient information for use to split the two and show them 
separately. Bio-hybrid sales are included in bio-plastics.   

Whilst we forecast bio-plastic sales to increase by 31% CAGR, it is coming off a low base and 
could deliver higher sales growth than what is forecast. Traditional plastic sales are forecast to 
have single digit growth as it secures new customers and increases sales to existing customers. 
The potential big driver for SES is being able to produce 100% bio-plastics on the cast line in 
Malaysia. 

We forecast SES to be operating at EBITDA positive in FY21 and NPAT positive in FY22. 

The majority of the plant and equipment is fully depreciated, though purchase of new resin plant 
is why depreciation is increasing, but is low relative to the value of the plant. 

The accounts are clean, with the only abnormal recorded for the closure of the Melbourne plant 
in FY19. All R&D is expensed. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

CASHFLOW 
SES has had cash outflows since the merger of Cardia and Stellar Films in FY15, at the operating 
cashflow line. We are seeing a marked reduction in operating cash outflows, in line with EBITDA 
improvements. We are forecasting SES to be operating cashflow positive in FY21. 

In FY19, SES sold its Malaysian property on a sale and lease back arrangement to unlock some 
capital. We also expect capex to increase in FY21 as additional bag line production capacity is 
likely to be acquired to help meet improving demand. 

A portion of director fees are paid in scrip, aiding cashflow, but also underlying the confidence the 
directors have that the turnaround will be successful. 

SES is expected to incur maintenance capex to maintain its production capability. With overall 
asset utilisation currently <50%, we believe SES is capable of generating >$30m of revenue 
before significant capex is required. 

SES has carried forward tax losses. We do not expect it to pay tax until at least FY25. 

 

 

 

 

 

 

 

 

 

Moving to EBITDA positive 
and NPAT positive in FY21F 
are key milestones for SES 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

With no debt and no tax to 
pay, SES could generate 
strong cashflow conversion, 
apart from growing working 
capital requirements as 
revenue increases 

 

 

 

 

Financials 

Figure 5: SES Profit and Loss 

 
Source: SES and PAC Partners 

CAGR
($m) FY17A FY18A FY19A FY20F FY21F FY22F FY19-22 1H20A 2H20F
Traditional Plastics 17.4 18.2 12.9 13.9 14.7 15.6 7% 6.6 7.3
Bio-Plastics 5.0 5.5 8.0 9.9 13.5 17.8 31% 4.0 5.9
Operating Revenue 22.4 23.6 20.9 23.8 28.2 33.5 17% 10.6 13.2
% change (on pcp) 5% 6% -12% 14% 18% 19% 24%
Cost of Sales 19.9 20.6 18.9 20.3 23.3 27.2 9.1 11.2
Gross Profit 2.5 3.0 1.9 3.5 4.9 6.2 48% 1.5 2.0
Gross Profit Margin 11.2% 12.9% 9.3% 14.8% 17.4% 18.6% 14.2% 15.3%
Overheads (4.8) (5.5) (4.9) (4.3) (4.6) (4.8) -1% (2.0) (2.2)
EBITDA (2.2) (2.4) (2.9) (0.6) 0.4 1.4 28% (0.5) (0.1)
Depreciation & Amort. (0.4) (0.2) (0.1) (0.6) (0.6) (0.6) -45% (0.3) (0.3)
Total EBIT (2.6) (2.6) (3.0) (1.2) (0.2) 0.8 165% (0.9) (0.3)
% change (on pcp) -2% -14% 60% 82% 474%
Net Interest (0.4) (0.6) (0.4) (0.3) (0.0) (0.0) (0.2) (0.0)
Underlying PBT (2.9) (3.2) (3.3) (1.5) (0.2) 0.8 (1.1) (0.4)
Tax (0.0) 0.1 (0.1) 0.0 0.0 (0.2) 0.0 0.0
Abnormals 0.0 0.0 (0.8) 0.0 0.0 0.0 0.0 0.0
Reported NPAT (3.0) (3.1) (4.2) (1.5) (0.2) 0.6 (1.1) (0.4)
Normalised NPAT (3.0) (3.1) (3.4) (1.5) (0.2) 0.6 (1.1) (0.4)
% change (on pcp) 5% 9% -57% -83% -331%
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Figure 6: SES Cashflow FY18 to FY23F 

 
Source: SES and PAC Partners 

 

BALANCE SHEET 
At 1H20, SES was net cash $1.5m. Post 1H20, SES raised $1.1m in additional capital, mostly 
from existing holders ($2.3m net cash at Q3 FY20). Based on our forecasts, SES appears to have 
enough cash to see it though to profitability, assuming no large working capital increases. The 
removal of all bank debt should also give investors comfort that future capital raisings are for either 
growth or acquisitions, rather than to fund the cash burn or pay down debt.  

Of the $0.9m of debt, $0.6m is convertible notes (which we factor in being converted at 
$0.045/share in 1H FY21). The remaining $0.3m of debt is an unsecured loan from a shareholder. 

SES has no bank debt. SES has a trade finance facility in place that is unutilised at this point in 
time. Post conversion of the remaining convertible notes, SES will have a Balance Sheet that is 
easier to interpret and being net cash is a key positive. 

Plant and equipment are under $2m, however a realistic replacement value is $25 to $30m.  

The adoption of AASB16 sees the inclusion of lease liabilities and right of use assets. 

 

Figure 7: SES Balance Sheet 

  

Source: SES and PAC Partners 

 

Q3 FY20 UPDATE 
Key highlights from the Q3 update include: 

 Newly commissioned bio-plastics film line in China supplying hygiene product to the diaper 
industry moved to almost full production, though small at ~2t/day; 

 Bioplastic sales increase by ~$0.75m over the previous quarter, around a $2m pa increase, 
even with plant shutdowns due to COVID-19. After a qualification period for new products, 
SES could be on the verge of higher revenue growth; 

 New courier bag equipment was tested before production trials in Q4, this market could be 
very large for SES; and 

 Further work performed on running Malaysian cast line facility using bio-plastics, with 
expected ability to use bio-polymers in this production line in 1H FY21;  

 The impact form COVID-19 mostly appears limited to a three-week plant shut in both China 
and Malaysia; and 

 Net cash position $2.3m. 

 

($m) FY17A FY18A FY19A FY20F FY21F FY22F 1H20A
EBITDA (2.2) (2.4) (2.9) (0.6) 0.4 1.4 (0.5)
Operating Cashflow (2.7) (4.5) (3.1) (0.9) 0.0 1.0 (0.8)
OPCF / EBITDA % 124% 183% 109% 143% 8% 72% 144%
Maintenance Cap-ex (0.2) (0.0) (0.7) (0.5) (0.7) (0.3) (0.3)
Expansion Cap-Ex (0.0) 0.2 3.2 0.0 0.0 0.0 0.0
Dividends 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Free Cash Flow (2.9) (4.3) (0.6) (1.4) (0.7) 0.7 (1.0)
Debt movement / Other 3.5 4.4 1.6 1.8 0.0 0.0 0.5
Net cashflow 0.6 0.1 0.9 0.4 (0.7) 0.7 (0.5)

($m) FY19A 1H20 FY20F FY21F FY22F
Cash 2.9 2.4 3.3 2.7 3.3
Receivables 3.5 3.7 4.1 4.8 5.7
Inventory/WIP 2.4 2.8 2.5 2.7 2.9
Property Plant & Equip. 1.8 1.9 1.7 1.8 1.6
Intangibles 3.5 3.6 3.5 3.5 3.5
Other Assets 0.4 0.4 2.8 2.8 2.8
Right of use assets 0.0 2.5 2.4 2.4 2.4

Total Assets 14.6 16.9 17.9 18.3 19.8
Payables 2.3 2.5 2.9 3.4 4.0
Borrow ings 1.4 0.9 0.6 0.3 0.3
Provisions & Financial Liab. 0.9 0.9 0.9 1.0 1.1
Lease Liabilities 0.0 2.2 2.3 2.3 2.3
Total Liabilities 4.6 6.5 6.7 7.0 7.7
Total Equity 10.0 10.4 11.2 11.2 12.0
Net Cash 1.4 1.5 2.7 2.3 3.0

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Q3 increase in bio-
plastics sales of $0.75m was 
performed even with plants 
being impacted by a 3-week 
shutdown due to COVID-19 
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Peer Comparisons  

 

 
SES peers are unlisted. This 
provides SES with an 
advantage in terms of being 
able to access capital for 
growth 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

 

 

 

 

Peers chosen are companies 
that supply products that are 
seen to be beneficial to the 
environment 

 

 

 

 

 

 

SES peers are loss making. 
The market cap of peers is 
partly related to the amount 
of promotion they undertake, 
in our opinion.  

 

Apart from CXL, SES is likely 
to be the first of its peers to 
move to EBITDA positive 

 

  

 

 

SES has no real direct listed ASX peers. Globally, all its peers are unlisted (apart from the plastic 
giants, which are not really useful as peers). Figure 8 shows the unlisted global peers. There 
websites also contain relevant data on the industry and processes used. 

 

Figure 8: Unlisted global peers 

Traditional   Bio-plastic   

Film Peers Website Peers Website 
Optimum Plastics http://www.optimumplastics.com Technaro http://www.tecnaro.de 

Filmtech https://filmtechinc.com Fkur https://fkur.com/ 

Hond Tat https://www.hondtat.com Novamont https://www.novamont.com/
Poligof https://www.poligof.com     
Trioplast https://www.trioplast.com/en     
Exten https://extenswiss.com     
Tec Line http://www.teclineindustries.com     
Pioneer Hygiene http://www.pioneerhygiene.com     

Source: Secos 

 

We have chosen small ASX listed companies that are gross profit positive and are supplying
environmentally friendly products into niche markets for our peer group. None have consensus 
forecasts. 

We show peer comps based on FY19 results and annualised FY20 results for EV/Revenue and 
EV/Gross Profit. We use EV/Gross Profit in our valuation. 

The closest peers we could find are: 

 Alexium (AJX) supplies environmentally friendly fire-retardant compounds which is an 
additive to fabrics, plastics and foams; 

 Calix (CXL) supplies various environmentally friendly compounds that help remove 
phosphorus from water, store carbon and provide crop protection. It has also recently made 
an acquisition that once incorporated will lower multiples; 

 Carbonxt (CG1) sells activated carbon which is used to for air purification and water 
treatment; and 

 Fluence (FLC) manufactures packaged water treatment plants in China that have a much 
smaller footprint and energy requirement to operate than traditional plants. 

 

Figure 9: Peer Comparisons 

 
Source: IRESS, PAC Partners estimates 

 

Relative to peers, SES trades on lower EV/Gross Profit multiples. Historically it has had low 
revenue growth and that could be a contributing factor to its lower average multiples. With early 
signs of strong growth in bio-plastics emerging, SES stands to be re-rated, though we expect it 
will need to provide more concrete evidence that what has been provided to date. 

In setting our multiple for our valuation, we prefer to use FY21F gross profit, as the recent uptick 
in sales and new production recently brought on, gives a better earnings run rate. AJX and CG1 
appear more representative in terms of appropriate multiples. The mid-point of EV/Gross Profit 
multiples for these two companies is 8.3x. We use 7.5x for SES in our valuation as we are using 
FY21 forecasts.  

The multiples of CXL and FLC point to what SES could trade at with more marketing by the 
Company and assuming it delivers on higher revenue growth rates. 

 

Share M kt 1H 20 N et

C o mpany P rice A $ C ap $ m D ebt  A $ m EV $ m F Y19 F Y20F F Y19 F Y20F

Alexium (AJX) * 0.050 32 (1.2) 30 6.3x 4.8x 19.0x 12.0x

Calix (CXL) * 0.710 60 (4.3) 56 18.2x 7.7x 42.8x 30.5x

Carbonnxt (CG1) * 0.235 25 0.7 26 1.4x 1.5x 7.4x 4.6x

Fluence (FLC) 0.285 178 0.7 179 1.8x 2.9x 5.4x 21.3x

A verage 6.9x 4 .2x 18.6x 17.1x

Seco s 0.053 22          (1.5 ) 21      1.1x 1.0x 10.7x 6.5x

D if ference to  P eers -85% -77% -43% -62%

* FY20F is 1H20 annualised, FLC is a CY end company

EV/ R evenue (x) EV/ G. P ro f it  (x)
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BIO-PLASTICS ARE MORE EXPENSIVE THAN TRADITIONAL PLASTICS 
With the lower oil price, the price of hydro-carbon plastics is likely to be falling. This lowers the 
incentive of companies to change to more sustainable plastics and potentially slows down the 
acceptance of bio-plastics. Bio-plastics can be up to 2-3x more expensive and cost has hindered 
the take-up of these products in some quarters. 

In a COVID-19 recovery, companies are likely to be focused on costs and the growth we are 
forecasting may not eventuate in the near term.  

 

CUSTOMER TAKE UP CAN BE SLOW 
Many customers are reluctant to embrace a new product when the old product works. It often 
takes legislative change or customers demanding a change. Whilst these things are happening, 
testing of a new product and making sure it complies with standards and expectations, means
that sales leads often take longer than first expected to turn into meaningful sales. 

 

GROSS PROFIT MARGIN EXPANSION MAY NOT MEET EXPECTATIONS 
In order for an investment in SES to be worthwhile, SES is required to lift its GP margin. The last 
reported GP margin was 14.2% at the 1H20 result. It has had a solid increase under the leadership 
of Ian Stacey; however, we estimate it needs to increase to ~16% before SES hits the EBITDA 
breakeven point, and for SES to have profit growth that really moves the share price, it needs to 
be ~20%, with higher revenue. 

Based on our analysis, we estimate that the bio plastics products sold deliver much higher GP 
margins than the hydro-carbon based plastics. The ability to produce bio plastics on the cast line 
production facilities holds the key to the ability to produce significantly greater volumes of bio-
plastics. Sales then need to be secured. 

Sales of resins to other bio-plastics blow extruders can lift sales faster, but probably not at the 
same GP margin as products sold directly. Having monitored SES for several years, the rate of 
moving to material profits appears the biggest risk to share price appreciation. 

  

INCREASED COMPETITION LIKELY 
Hydro-carbon based plastics companies are big and includes household names like: 

 Dow Chemical; 

 Lyondell Basel;  

 BASF; and 

 Exxon Mobil.  

Historically these companies have played in the bio plastics space and exited. However, 
regulations and customers demand a reduction in hydro-carbon based plastics, one or more could 
enter the sector in scale.  

 

DILUTION RISK AND CASHFLOW NEGATIVE 
3Q FY20 operating cashflow was -$0.2m and free cashflow was -$0.3m, implying the cash burn 
at SES could be down to ~$1m pa at this point in time. 3Q20 net cash was $2.3m. Due to higher 
cash burn in prior years, the number of shares on issue in the past two years has gone from 
229.5m to 418.4m today, an increase of 82%. 

SES has a history of making small capital raisings. With a reducing cash burn, the quantum of 
capital required on an ongoing basis appears set to materially reduce, but raisings cannot be 
ruled out. SES could also decide to have more stock on hand to help grow the top line.  

SES has 12.7m options (exercisable at $0.06/share, i.e. around the current price). This represents 
3% of total shares currently on issue. There remains $0.35m of convertible notes, due for expiry 
in November 2020. We believe it is likely these will be converted to equity at $0.045, resulting in 
the issuing of an additional 7.8m shares (1.9% of total shares on issue). We factor options being 
exercised and convertible notes conversion into our forecasts and valuation. 

.  

COVID-19 
We see this as a low risk for SES. Its Malaysian and China operations have already gone through 
a shutdown in Q3 FY20, with apparently only a minor impact. As its products are non-
discretionary, we don’t see longer term sales impacted. If anything, COVID-19 could lead to 
increased demand for some of SES’s product lines. 

  

Traditional plastics price is 
set to fall, and may in some 
cases slow the take-up of 
bio-plastics 

 

 

 

 

 

 

 

 

 

 

SES needs to continue to lift 
its GP margin, failure to do 
so would see it miss our 
forecasts 

 

 

 

 

 

 

 

 

The big plastics company will 
look to enter the space, 
which also could be by 
acquisition 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Demand for SES products is 
unlikely to be materially 
impacted by COVID-19 and 
demand for new items like 
bio-plastics medical gowns 
should benefit 

Key Risks 
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FY20 Guidance 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

We believe a turnaround is 
occurring at SES; however 
due to the way information is 
provided to the market, it is 
not obvious 

 

Recognising a turnaround 
early is a recipe for 
generating high returns, 
assuming our turnaround 
thesis is correct 

 

 

SES does not currently have guidance in the market for FY20. In April 2019, SES indicated it 
expected between 40-50% pa growth in sales for its higher margin biopolymer products, which at 
the time predicted sales of ~$11-12m for FY20. 

Where we currently stand, it appears FY20 biopolymer sales are more likely to be around the 
$10m mark, representing ~25% growth in FY20 over pcp.  

There are tailwinds behind bio-plastics take-up globally. New products lines such as compostable 
medical gowns alone could lead to very high resin sales growth. We view the traditional plastics 
business as mature and subject to high competition from companies with greater scale. We 
believe that producing bio-plastic film through these assets are the potential largest long-term 
driver for SES (low capex as well). Work is underway building this capability. 

  

 

 

 

 

EV/ GROSS PROFIT 
Given the stage of development in terms of securing higher revenue and breaking through break 
even, we believe EV/Gross Profit multiples are the most relevant for SES at this point in time. 

From peer comparisons, we believe ~7.5x FY21F gross profit is the right multiple to use. This 
results in a price target of $0.091/share, see Figure 10.  

 

Figure 10: EV/Gross Profit 

 
Source: PAC Partners estimates 

 

Our price target represents a TSR of 54%, on a 12-month view, see Figure 11. 

 

Figure 11: Total Forecast 12-month Shareholder Return 

 

Source: PAC Partners 

 

Due to the high risk associated with SES, we rate it as a Speculative Buy. The 2H20 is an 
important result in that it will provide details of:  

 The improvement in bio-plastics sales;  

 GP margin expansion over 1H20; 

 Progress on moving to EBITDA breakeven; 

 More details around growth initiatives and their progress; and 

 Whether SES has been able to maintain strong cost control discipline. 

SES is more likely to appeal to investors with a high risk tolerance and with a bias towards growth, 
which SES has potential to deliver above our forecasts. 

SES products are mostly related to food (plastic packaging, bags and diapers) or femine hygiene 
(pads). Demand for these products is in-elastic and is very defensive. 

SES is also a high fixed cost business, with upside EBITDA margin leverage with revenue growth, 
which appears very likely to occur. Over a 2-3 years period, we believe the SES share price could 
be materially higher than what it is today. 

FY21F
Segment / $m G. Profit Low High Low High
Gross Profit 4.9 7.0 8.0 34 39
Enterprise Value range 34 39
Plus FY21 net cash 2.3 2.3
Equity Value range 36 41
No. Shares 426.2 426.2
Value per $/share 0.085 0.097
Mid-point $/share 0.091

Multiples (x) Value 

Blended Price Target Value $
Price Target 0.091
Current Price 0.059
Difference 54.4%
FY20 dividend yield 0.0%

TSR 54.4%

Investment view and valuation. Speculative Buy $0.091 Price Target 
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Board and management have 
a lot of skin in the game and 
are aligned to investors 

 

 

 

 

 

 

 

 

 

 

Very low liquidity is likely to 
be a major deterrent to 
institutional shareholders 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

MANAGEMENT AND BOARD 
The board is made up of two executive directors (including the Chairman) and three non-executive 
directors. The former MD (Stephen Walters) is now head of sales and has a board position. 
Stephen owns 7.2% of SES. Richard Tregoni (Executive Chairman) owns 4.7% and has been the 
market face of the company. 

A US based director (Donald Haller Jnr, owns 9.0%) has connections in the US that has 
advantages given that is one of SES’s core markets.  

Ian Stacey is CEO (not on the board) and joined in Oct-18. Ian has focused the business on cost 
reduction and high gross margin sales, rather than focusing on revenue growth. We like this 
approach. The Australian operations were closed under Ian’s watch.  

Former Stellar Films employees (Robert Morgan and Peter Symons) are still involved, mostly in 
new product development. Between them, they have >70 years plastics industry experience and 
own over 5% of SES. 

In our opinion, there is a lot of depth in the management team. 

 

LIQUIDITY AND REGISTER 
SES is illiquid, with $0.2m per month or ~$11k per day traded. 

The SES register is dominated by current management/directors and former owners of Stellar 
Films. Insiders working at SE own 34% of the company, we like the amount of skin in the game. 

Belgravia is the largest shareholder with 13.2%, though fund management involvement is low, 
most likely a factor of the low liquidity.  

 

Figure 11: Composition of the SES register 

 
Source: IRESS 

 

FOGO PROGRAMS 
FOGO stands for Food Organics, Garden Organics. This is essentially council initiatives to 
move organic waste from landfill, to composting facilities. Many councils are now allowing 
compostable bags to go into the green waste bin, along with food scraps. As more regions 
rollout FOGO, demand for compostable bags will increase. 

Episode 31 of gives a clear example of FOGO in a Sydney suburb, using SES bags. View from 
2:30 minutes to 9:00 minutes. 

https://iview.abc.net.au/show/gardening-australia/series/31 

 

 

 Insiders  Former Insiders  Institutional  Others
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Financial Model 

 

Secos Share Price 0.059$ Mkt Cap: (m) 25$    Speculative Buy
PROFIT & LOSS ($m) FY18A FY19A FY20F FY21F FY22F KEY RATIOS FY18A FY19A FY20F FY21F FY22F

Operating Revenue 23.6 20.9 23.8 27.8 31.9 Gross Prof it Margin  (%) 12.9% 9.3% 14.8% 18.5% 19.5%

Gross Profit 3.0 1.9 3.5 5.1 6.2 EBITDA Margin  (%) -10.3% -13.8% -2.6% 3.2% 5.5%

EBITDA (2.4) (2.9) (0.6) 0.9 1.8 NPAT Margin (%) -13.2% -20.0% -5.9% 0.9% 2.7%
  Depreciation (0.2) (0.1) (0.5) (0.5) (0.5) ROE (%) y/e na -34.0% -12.6% 2.0% 6.6%
  Amortisation 0.0 0.0 0.0 0.0 0.0 ROA (%) y/e -16.5% -25.4% -7.7% 2.3% 7.6%
EBIT (2.6) (3.0) (1.1) 0.4 1.2 ROIC (%) Av. -30.4% -33.7% -16.3% 2.7% 9.5%
  Net Interest (0.6) (0.4) (0.3) (0.0) (0.0) NTA per share ($) 0.01     0.02     0.02     0.02     0.02     
  Income tax expense 0.1 (0.1) 0.0 (0.1) (0.4) Eff Tax Rate (%) (2.6%) 2.2% 0.0% (30.0%) (30.0%)

Underlying NPAT (3.1) (3.4) (1.4) 0.2 0.9 EBIT Interest Cover (x) (4.5)      (8.3)      (3.6)      6.5       31.5     
  Abnormal Items 0.0 (0.8) 0.0 0.0 0.0 Gearing ND/ND+E (%) 37% (17%) (32%) (32%) (44%)

Reported NPAT (3.1) (4.2) (1.4) 0.2 0.9 OPCF / EBITDA (%) 183.4% 108.5% 143.5% 65.7% 81.1%

Normalised NPATA (3.1) (3.4) (1.4) 0.2 0.9

VALUATION METRICS FY18A FY19A FY20F FY21F FY22F

BALANCE SHEET ($m) FY18A FY19A FY20F FY21F FY22F Dil. Normalised EPS (cps) -1.6 -1.1 -0.4 0.1 0.2
  Cash 1.9 2.9 3.3 3.2 4.3 Dil. Reported EPS (cps) -1.6 -1.4 -0.4 0.1 0.2
  PP&E 0.9 1.8 1.8 1.9 1.7 Dil. Normalised PE (x) (3.7) (5.3) (16.6) 105.9 29.2
  Debtors & Inventory 4.0 3.5 4.1 4.7 5.4 Dil. Reported PE (x) (3.7) (4.3) (16.6) 105.9 29.2
  Intangibles 3.5 3.5 3.5 3.5 3.5 Enterprise Value ($m) 29 23 22 22 21
  Other assets 7.4 2.8 5.3 5.4 5.6 EV / EBITDA (x) -11.8 -8.1 -35.5 24.4 11.7
Total Assets 17.8 14.6 18.0 18.9 20.7 EV / Gross Profit (x) 9.5 12.0 6.2 4.2 3.3
  Borrow ings 6.2 1.4 0.6 0.3 0.3 EV / Revenue  (x) 1.2 1.1 0.9 0.8 0.6
  Trade Creditors 3.5 2.3 2.9 3.3 3.8 Price / NTA 6.69 3.82 3.19 2.95 2.57
  Other Liabilities 0.8 0.9 3.2 3.3 3.4 DPS (cps) 0.0 0.0 0.0 0.0 0.0
Total Liabilities 10.6 4.6 6.7 7.0 7.5 Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%

Shareholder Equity 7.2 10.0 11.2 11.9 13.1 Franking  (%) 0% 0% 0% 0% 0%

Payout Ratio (%) 0% 0% 0% 0% 0%

CASHFLOW ($m) FY18A FY19A FY20F FY21F FY22F Free Cash / Share (cps) (2.2) (0.2) (0.3) (0.0) 0.3

Operating EBITDA (2.4) (2.9) (0.6) 0.9 1.8 Price / FCF PS (x) -2.7 -28.4 -16.9 -226.7 22.4

   Interest & Tax Paid (0.6) (0.4) (0.3) (0.0) (0.0) Net Debt / EBITDA (x) (1.7) 0.5 4.3 (3.2) (2.3)

   Working Cap. (1.5) 0.1 0.0 (0.3) (0.3)

Operating CF (4.5) (3.1) (0.9) 0.6 1.4 Multiples Valuation P. T.  (100% Multiples)

   Maintenance Capex (0.0) (0.7) (0.5) (0.7) (0.3) FY21F EV / Gross Profit 7.0 Price Target 0.091$ 

   Expansion Capex 0.2 3.2 0.0 0.0 0.0 Multiples valuation 0.091$ Difference to share price 54%

Free Cashflow (FCF) (4.3) (0.6) (1.4) (0.1) 1.1

   Ord & Pref Dividends 0.0 0.0 0.0 0.0 0.0 DIRECTORS % %

   Net Other 4.4 1.6 1.8 0.0 0.0 Richard Tregoni 4.7% David Wake 1.1%

Net Cashflow 0.1 0.9 0.4 (0.1) 1.1 Stephen Walters 3.5% Jim Walsh 0.8%

Donald Haller Jr 9.0% Total 19.0%

GROWTH PROFILE % FY18A FY19A FY20F FY21F FY22F

Revenue 6% (12%) 14% 17% 15% SUBSTANTIAL HOLDERS % %

EBITDA 12% 18% 78% 244% 98% Geoff Lord 13.2% Stephen Walters 3.5%

EBIT 2% 14% 62% 133% (240%) Ron Edw ards 11.6% Richard Tregoni 4.7%

NPAT 5% 9% 59% 117% (263%) Donald Haller 9.0% Total 8.3%
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RECOMMENDATION CRITERIA  

Investment View  
PAC Partners Investment View is based on an absolute  
1-year total return equal to capital appreciation plus yield. 

 A Speculative recommendation is when a company has limited  
experience from which to derive a fundamental investment view. 

 

 Buy Hold Sell 

>20% 20% – 5% <5% 
 

Risk Rating 
PAC Partners has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a subjective rating based 
on: Management Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis. 
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No part of the analyst's compensation was, is or will be directly or indirectly related to any recommendation or view expressed in this report. 

The following person(s) Hold an economic interest in the securities covered in this report or other securities issued by the subject issuer which 
may influence this report: 
 Entities associated with the author of this report.  

 

Disclaimer 
PAC Partners Securities Pty Ltd. (“PAC Partners”, “PAC” or “PPS”) is a Corporate Authorised Representative of PAC Asset Management Pty 
Ltd holder of an Australian Financial Services Licence (AFSL No. 335 374).  

The information contained in this report is provided by PAC Partners to Wholesale Investors only. Retail investor and third party 
recipients should not rely, directly or indirectly, on this report. Users of this research report should not act on any content or 
recommendation without first seeking professional advice. Whilst the report has been prepared with all reasonable care from sources which we 
believe are reliable, no responsibility or liability is accepted by PAC Partners, for any errors or omissions or misstatements however caused. Any 
opinions, forecasts or recommendations reflect our judgement and assumptions at the date of publication or broadcast and may change without 
notice. This report is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any 
investment. This publication contains general securities advice. In preparing our Content it is not possible to take into consideration the 
investment objectives, financial situation or particular needs of any individual user. Access of this report does not create a client relationship 
between PAC Partners and the user. Before making an investment decision on the basis of this advice, you need to consider, with or without the 
assistance of a securities adviser, whether the advice in this publication is appropriate in light of your particular investment needs, objectives 
and financial situation. PAC and its associates within the meaning of the Corporations Act may hold securities in the companies referred to in 
this publication. PAC believes that the advice and information herein is accurate and reliable, but no warranties of accuracy, reliability or 
completeness are given (except insofar as liability under any statute cannot be excluded). No responsibility for any errors or omissions or any 
negligence is accepted by PAC or any of its directors, employees or agents. Any content is not for public circulation or reproduction, whether in 
whole or in part and is not to be disclosed to any person other than the intended user, without the prior written consent of PAC Partners. 

Disclosure of Corporate Involvement 

PAC Partners does not own securities of the Company described in this report.  PAC Partners associates do not own securities of the Company 
described in this report.  PAC Partners does and seeks to do business with companies covered in the research. PAC may receive commissions 
from dealing in securities associated with the Company. As a result, investors should be aware that PAC Partners may have a conflict of interest 
that could affect the objectivity of this report. 
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