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Australia | Governance watch
 

 * Jefferies (Australia) Pty Ltd 

Stephen Blagg *  | Equity Analyst
61 2 9364 2831 | sblagg@jefferies.com

ESG Made Efficient: Dispensing with the
Superfluous and Well-Set for ISSB

We streamline ESG and update our sector-best key picks with
a scaled-back scoring mechanism. Our key financial picks are
CBA, MQG, QBE and A-REITs GPT and GMG. APX and WTC
are the key technology picks, whilst WOR, SVW QAN and BXB
are standout industrials. FBU and SGM join top-rated miners
AKE, MIN, SFR, and FMG as key picks in the materials sector.
GNC, NHF and ALL complete our top-20 ESG stock picks.

We utilise a scaled-back ESG scoring mechanism, drawing attention to best-in-class ESG
performance across multiple sectors. In this, we discard the less-meaningful information and
data and focus on the big-ticket ESG issues.

We signal sector-specific material ESG factors that may directly impact a company’s
earnings/costs, as well as those that may affect a company’s intangible assets, such as its
brand, reputation, and relationships with key stakeholders—ultimately, the ESG issues that
may impact a company’s value and performance.

Performance across these material ESG issues, modified by corporate governance standard,
determines the overall Jefferies Australia sector-relative ESG score.

Our key picks are Commonwealth Bank (CBA), Macquarie Group (MQG) and QBE in the
financial sector, A-REITs GPT and Goodman Group (GMG), Wistech (WTC) and Appen (APX)
are the key picks in the technology sector. Worley (WOR), Seven Group (SVW), Qantas (QAN)
and Brambles (BXB) are the standout industrials. Fletcher Building (FBU) and Sims (SGM) join
top-rated miners Fortescue Metals (FMG), Allkem (AKE), Mineral Deposits (MIN) and Sandfire
(SFR) as the top-rated ESG stocks in the materials sector. Graincorp (GNC), health insurer NIB
Holdings (NHF) and Aristocrat Leisure (ALL) complete our top-20 ESG stock picks.

Chart 1 - Jefferies Australia Relative ESG Scores: Key Sector Picks

.

Ticker Name Sector
72.9 CBA CommBank Banks
81.0 MQG Macquarie DivFin
69.1 QBE QBE Insurance Insurance
72.7 GMG Goodman REITs
91.2 GPT GPT REITs
77.4 GNC Graincorp Food and Agriculture
74.0 NHF Nib Holdings HealthCare
84.7 WTC Wisetech Global Technology
76.0 APX Appen Technology
73.6 SVW Seven DevCon
73.5 WOR Worley Commercial Services
83.9 ALL Aristocrat Leisure Gaming
84.7 QAN Qantas Airways Transport
81.8 BXB Brambles Commercial Services
81.6 FBU Fletcher Building Construction Materials
71.7 SGM Sims Metal MGMT Industrials
73.1 FMG Fortescue Metals Energy Transition
87.3 AKE Allkem Ltd Energy Transition
84.0 MIN Mineral Resources New Energy
93.3 SFR Sandfire Resources Base Metals

Source: Jefferies, Company reports, Jefferies Australia ESG Score

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 170 - 176 of this report.

Equity Research
July 10, 2023

This report is intended for broche@
jefferies.com

. U
nauthorized distribution prohibited.

ANALYST PROFILES

	— ESG

KEY REPORT
Australia | Governance watch
ESG Made Efficient: Dispensing with the Superfluous and Well-Set for ISSB
10 July 2023

Vote for Stephen Blagg

Vote for Matt Wilson

	— Banks Australia | Banks

Judo Bank
 

 * Jefferies (Australia) Pty Ltd 

Matthew Wilson, CFA *  | Equity Analyst
+61 3 8664 2017 | mwilson4@jefferies.com

If the World Were Perfect, it Wouldn’t Be;
Initiating on Judo Bank at Buy
Relationship business banking may not scale like home loans, but it's less
price sensitive, and we see a clear path to a $20bn loan book/ ~3% SME
mkt share. An implied capital stack split: 72% TDs, 18% debt & 10% equity
requires only ~1.2% of the TD mkt. At scale, ~200 bankers managing 30
customers each at an average loan size of $3.3m generates 1.3% RoA.
Geared 10.4x, we see a ~13.1% RoE business offering 117% upside with
organic funding.

JDO has assembled a strong management team and an enterprise well-equipped to carve out
a specialist niche with zero impediment from IT legacy, tech debt and bureaucracy. JDO is a
purpose built pure-play enterprise with a sharp focus, a clear plan and a strong pitch to SME
Australia (a ~$600bn growing market). Key points:

• Near term NIM compression is discounted as the RBA term funding facility (TFF: $2.8bn
at 10-25bps created value) matures and JDO resumes its underlying NIM trajectory (chart
23)... 3.5% in FY26E. Business customers tend to be less price sensitive than home loan
borrowers given the basis of the borrow is to unlock a much larger profit pool.

• Clear & simple product proposition — relationship-centric SME banking (term, working
capital asset finance and a home loan) which is 90% variable, 14% cash flow based, 55%
P&I and at scale 50% sourced via the well established third party broker channel.

• Classic credit principles restored with the 4 Cs (Character, Capacity (cashflow), Capital
and Collateral). Machines can't do character and therein lies the opportunity. The
industrialisation of asset-backed credit creates a niche for a people-based ambitious
smart enterprise.

• Fortress balance sheet — minimum liquidity holding (MLH) ratio 19.1%, CP + GRCL
provision strength at 2.1% with a current NPL ratio of 0.6% and CET1 of 16.7%. The
eventual transition, not in our forecasts, to an LCR ADI could add ~30bps to NIM given
the liquidity released from a TD-funded liability base. TDs are considered available stable
funding and favourably treated in both LCR (30 day run off in a deposit book with a 0.7-
yr duration) and NSFR calculations. With a current dividend policy to reinvest all cash
flows and any excess capital generated into the business to support and maximise future
growth we see no need to raise capital in the short to medium term. We assume a target
CET1 ratio of 11.5% at scale.

While current macro uncertainty with respect to credit and thenear-term transition off the TFF
creates earnings risk and ST NIM pressure, we think the current share price discounts this risk
adequately at 0.76x book, given the returns on offer for successful execution.

INITIATING COVERAGE

RATING BUY

PRICE AUD1.02^

PRICE TARGET | % TO PT AUD2.20 | +117%

52W HIGH-LOW AUD1.60 - AUD0.79

FLOAT (%) | ADV MM (USD) 78.6% | 1.26

MARKET CAP AUD1.1B | AUD1.1B

TICKER JDO AU

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

 

CHANGE TO JEFe JEF vs CONS

NaN NaN

REV NA NA NA NA

EPS NA NA NA NA

Chart 1 - JDO AU vs XJO (indexed)
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Source: Iress, Jefferies research

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 35 - 40 of this report.

Equity Research
January 14, 2024
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KEY REPORT
Australia | Banks | Judo Bank  
If the World Were Perfect, it Wouldn’t Be; Initiating on Judo Bank at Buy
14 January 2024

	— Banks

Vote for Christian Mazza

Australia | Banks

Judo Bank
 

 * Jefferies (Australia) Pty Ltd 

Matthew Wilson, CFA *  | Equity Analyst
+61 3 8664 2017 | mwilson4@jefferies.com

If the World Were Perfect, it Wouldn’t Be;
Initiating on Judo Bank at Buy
Relationship business banking may not scale like home loans, but it's less
price sensitive, and we see a clear path to a $20bn loan book/ ~3% SME
mkt share. An implied capital stack split: 72% TDs, 18% debt & 10% equity
requires only ~1.2% of the TD mkt. At scale, ~200 bankers managing 30
customers each at an average loan size of $3.3m generates 1.3% RoA.
Geared 10.4x, we see a ~13.1% RoE business offering 117% upside with
organic funding.

JDO has assembled a strong management team and an enterprise well-equipped to carve out
a specialist niche with zero impediment from IT legacy, tech debt and bureaucracy. JDO is a
purpose built pure-play enterprise with a sharp focus, a clear plan and a strong pitch to SME
Australia (a ~$600bn growing market). Key points:

• Near term NIM compression is discounted as the RBA term funding facility (TFF: $2.8bn
at 10-25bps created value) matures and JDO resumes its underlying NIM trajectory (chart
23)... 3.5% in FY26E. Business customers tend to be less price sensitive than home loan
borrowers given the basis of the borrow is to unlock a much larger profit pool.

• Clear & simple product proposition — relationship-centric SME banking (term, working
capital asset finance and a home loan) which is 90% variable, 14% cash flow based, 55%
P&I and at scale 50% sourced via the well established third party broker channel.

• Classic credit principles restored with the 4 Cs (Character, Capacity (cashflow), Capital
and Collateral). Machines can't do character and therein lies the opportunity. The
industrialisation of asset-backed credit creates a niche for a people-based ambitious
smart enterprise.

• Fortress balance sheet — minimum liquidity holding (MLH) ratio 19.1%, CP + GRCL
provision strength at 2.1% with a current NPL ratio of 0.6% and CET1 of 16.7%. The
eventual transition, not in our forecasts, to an LCR ADI could add ~30bps to NIM given
the liquidity released from a TD-funded liability base. TDs are considered available stable
funding and favourably treated in both LCR (30 day run off in a deposit book with a 0.7-
yr duration) and NSFR calculations. With a current dividend policy to reinvest all cash
flows and any excess capital generated into the business to support and maximise future
growth we see no need to raise capital in the short to medium term. We assume a target
CET1 ratio of 11.5% at scale.

While current macro uncertainty with respect to credit and thenear-term transition off the TFF
creates earnings risk and ST NIM pressure, we think the current share price discounts this risk
adequately at 0.76x book, given the returns on offer for successful execution.

INITIATING COVERAGE

RATING BUY

PRICE AUD1.02^

PRICE TARGET | % TO PT AUD2.20 | +117%

52W HIGH-LOW AUD1.60 - AUD0.79

FLOAT (%) | ADV MM (USD) 78.6% | 1.26

MARKET CAP AUD1.1B | AUD1.1B

TICKER JDO AU

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

 

CHANGE TO JEFe JEF vs CONS

NaN NaN

REV NA NA NA NA

EPS NA NA NA NA

Chart 1 - JDO AU vs XJO (indexed)

.
$0.0

$0.2

$0.4

$0.6

$0.8

$1.0

$1.2

$1.4

$1.6

$1.8

Jan-23 Mar-23 May-23 Jul-23 Sep-23 Nov-23

JDO XJO

Source: Iress, Jefferies research

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 35 - 40 of this report.

Equity Research
January 14, 2024
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KEY REPORT
Australia | Banks | Judo Bank  
If the World Were Perfect, it Wouldn’t Be; Initiating on Judo Bank at Buy
14 January 2024

https://content.jefferies.com/report/5b180f43-067b-48ea-9db4-a8e36f8d6422
https://javatar.bluematrix.com/docs/html/6a2edf26-60e5-4689-9c1f-9dfb66f6d67a.html
https://javatar.bluematrix.com/docs/html/6a2edf26-60e5-4689-9c1f-9dfb66f6d67a.html
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Vote for Michael Simotas

	— Consumer Discretionary
	— Consumer Staples
	— Energy (Oil & Gas)

Energy (Oil & Gas)

Australia | Discretionary Retail

Domino's
 

 * Jefferies (Australia) Pty Ltd 

Michael Simotas *  | Equity Analyst
61 2 9364 2994 | msimotas@jefferies.com

Naveed Fazal Bawa *  | Equity Associate
+61 293642995 | nfbawa@jefferies.com

(FY Jun) 2023A 2024E 2025E 2026E

Rev. (MM) 2,336.0 2,461.7 2,511.5 2,649.8

Net Profit 122.6 120.1 139.8 154.2

EPS 1.38 1.33 1.53 1.69

DPS 1.10 1.06 1.22 1.35

Let them eat Pizza!
France has never worked for DMP & accounts filed with the National
Register show the extent of the problem. Franchisees take a big share of the
profit pool, but there isn't enough to go around amid low AWUS. But, we see
potential for improvement from 1) announced store closures 2) improved
franchisee compliance 3) newly appointed local leadership team & counsel
from experienced QSR execs 4) aggregators and so reiterate Buy.

Public accounts available for Domino's France & its Corp stores - DMP files accounts with
the French National Register for: 1) SAS Domino's Pizza France, which represents the entire
French operation (DPF); and 2) SARL HVM Pizza, which aggregates French Corp stores & is a
wholly owned subsidiary. We analysed these accounts to provide insights on: 1) profitability
(or possible lack thereof) of the French system; and 2) Unit economics using corp stores as
proxy for broader franchised network.

Domino's Pizza France doesn't make much money... We acknowledge complexities with
accounts for unlisted entities, but DPF appears to make little profit, contributing only €3-5m
EBIT over past several years. Revenue has grown as the network expanded, but EBIT hasn't
increased & margins are low. France contributes c. 26% of Europe revenue, but has contributed
c. 10% of Europe EBIT. We estimate EBIT/network sales margin is only c. 2%, compared with
c. 5% for the Group.

...because AWUS is too low - AWUS is a key driver of unit economics, and therefore system
profitability. Based on filed accounts, we estimate FY23 France AWUS was c. €10.5k, well
below Europe & Group (c. €14k). Our analysis triangulates with Management commentary that
AWUS is c. €18-19k in Germany & c. €15k in Benelux.

Plans in place to lift AWUS - At the Investor Day, Management flagged plans to lift order count
by 50-60/wk short-term & eventually 150, which we estimate would lift AWUS by €1-4k. Uber
could help & appears to add incremental volume, with much higher aggregator penetration in
Germany a key driver of superior AWUS. Expanding time-of-day occasions should also help,
enabled by Uber 3P delivery & new products (e.g. burger pizza, thickshakes & snacks). Closing
20-30 low vol stores, in addition to 7 already closed in July will reduce footprint by c. 5% &
should lift AWUS by further 5-10%, we estimate.

4-13% Group EBIT upside if France margin improves - Analysis suggests lifting France EBIT/
network sales margin from c. 2% to 4-8% would deliver Group EBIT upside of 4-13%. Europe
(ex France) operated at a c. 7.5% in FY19 (pre-COVID). Fig 1-2.

Insufficient economics to go around - We estimate store payback is c. 6yrs in France, down
from c. 4.5 years in FY22. Corp store accounts imply French store EBITDA has been broadly
consistent with Group avg. This is despite much lower AWUS, implying high store margins. We
believe French franchisees are taking c. 80% of the profit pool; but we find there isn't enough
to go around and AWUS needs to lift to improve economics and allow DMP to take more.

 ESTIMATE CHANGE

RATING BUY

PRICE AUD33.91^

PRICE TARGET | % TO PT AUD46.00 | +36%

52W HIGH-LOW AUD59.49 - AUD32.26

FLOAT (%) | ADV MM (USD) 61.4% | 11.66

MARKET CAP AUD3.1B | $2.1B

TICKER DMP AU

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

 

CHANGE TO JEFe JEF vs CONS

2024 2025 2024 2025

REV NA NA -2% -1%

EPS NA NA -2% -1%

2024 (AUD) 1HalfA 2Half FY

EPS 0.70  0.63 1.33

PREV 0.64

Cons. Source: Factset

Figure 4 - 12mth fwd PE comparison - DMP,
DOM, DPZ

.
Source: Bloomberg Finance LP

Figure 5 - FY23 estimated AWUS (€k/week)

.
Source: Company data, Jefferies analysis

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 14 - 19 of this report.

Equity Research
July 23, 2024
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KEY REPORT
Australia | Discretionary Retail | Domino’s 
Let them eat Pizza!
23 July 2024

Australia | Discretionary Retail

Domino's
 

 * Jefferies (Australia) Pty Ltd 

Michael Simotas *  | Equity Analyst
61 2 9364 2994 | msimotas@jefferies.com

Naveed Fazal Bawa *  | Equity Associate
+61 293642995 | nfbawa@jefferies.com

(FY Jun) 2023A 2024E 2025E 2026E

Rev. (MM) 2,336.0 2,504.3 2,658.6 2,845.0

Net Profit 122.6 129.3 150.0 166.3

EPS 1.38 1.43 1.64 1.82

DPS 1.10 1.14 1.31 1.46

It's All About the AWUS
DMP needs to lift sales/store. ANZ is in a good place, with record AWUS, but
Europe & Asia are below pre-COVID. Particularly Japan, due to rapid store
rollout on inflated economics that weren't sustainable. DMP wasn't alone
(Pizza Hut did similar), but adj for FX & acquisitions, the problem isn't as
bad as it looks; Japan AWUS is c. 5% below pre-COVID. Key question for
Strategy Day is whether DMP should close some stores, or pause rollout
to restore economics.

Average Weekly Unit Sales (AWUS) is the key to restoring growth - While the market
focuses on SSSg, in our view, AWUS is the key indicator of Domino's system health, across
the franchised & corporate network. AWUS drives unit economics which is ultimately the
most important precursor for store network growth. Generally, if AWUS improves, franchisee
profitability should follow and franchisees' appetite for new stores will grow. If AWUS gets
very high, territory splits make a lot more sense because there can be diseconomies of scale
if a store is fulfilling too many orders at the expense of customer service levels.

Analysis of the underlying change in Japan AWUS - On a reported basis, AWUS in Asia has
deteriorated sharply but this paints an overly pessimistic picture of the underlying health in
Japan. Reported AWUS has been impacted by: 1) sharp depreciation of the JPY, and 2) dilution
from the acquisition of lower sales density Taiwan & Southeast Asian territories. This report
presents our analysis isolating the underlying change in Japan AWUS in local FX.

Japan isn't as bad as it looks - CY23, Asia AWUS was c. 16% below pre-COVID levels.
Adjusting for dilution of lower AWUS (and lower cost) acquired territories, we estimate Japan
AWUS is only c. 5% below pre COVID levels (CY19). Network sales are 58% above pre-COVID,
underpinned by rapid store expansion. In our view, too many stores were opened too quickly on
COVID-driven economics that weren't sustainable. However, unit economics were reasonable
before COVID, suggesting relatively modest store closures, or a pause in the rollout could allow
the business to grow into its footprint, restoring franchisee & corporate store profitability.

Pizza Hut Japan's network growing faster than DMP but also slowing - Pizza Hut plans to
expand its network (600 stores) to 1,000 stores in Japan by 2025. Its network was relatively
stagnant from 2013 to 2017 but growth accelerated from 2018 and has been faster than DMP
from 2022. However, similar to DMP, new store openings have slowed recently given softer
sales growth which suggests the 2025 target will likely be delayed by a couple of years.

.

June year end (A$m) FY23A FY24E FY25E FY26E
EBITDA 347 378 419 458
EBIT 202 222 254 281

Growth (23.3%) 10.0% 14.4% 10.6%
NPAT 123 129 150 166
EPS (diluted ¢) 137.8 143.0 164.0 181.8

Growth (27.6%) 3.8% 14.7% 10.9%
Yield 2.57% 2.68% 3.07% 3.41%
P/E 31.0x 29.9x 26.0x 23.5x
EV/EBITDA 15.5x 14.3x 12.8x 11.8x

Source: Jefferies estimates, Company data. NB: Post AASB 16

TARGET CHANGE

RATING BUY

PRICE AUD43.02^

PRICE TARGET | % TO PT
 AUD48.00 (AUD45.50) |

+12%

52W HIGH-LOW AUD59.49 - AUD38.77

FLOAT (%) | ADV MM (USD) 60.2% | 12.86

MARKET CAP AUD3.9B | $2.6B

TICKER DMP AU

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

 

CHANGE TO JEFe JEF vs CONS

2024 2025 2024 2025

REV NA NA NA NA

EPS NA NA NA NA

2024 (AUD) 1Half 2Half FY

EPS 0.70 0.75 1.43

PREV

Figure 1 - 12mth fwd PE comparison - DMP,
DOM, DPZ
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Source: Bloomberg Finance LP

Figure 2 - Asia & Japan Network Sales
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Figure 3 - Asia & Japan AWUS

.

 1,300
 1,400
 1,500
 1,600
 1,700
 1,800
 1,900
 2,000

CY16 CY17 CY18 CY19 CY20 CY21 CY22 CY23

Asia AWUS (JPY '000/wk) Japan AWUS (JPY '000/wk)

Japan 
AWUS c. 
5% below 

Source: Jefferies

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 13 - 18 of this report.

Equity Research
April 9, 2024
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Vote for Naveed Fazal Bawa 

	— Consumer Discretionary
	— Consumer Staples
	— Energy (Oil & Gas)

KEY REPORT
Australia | Discretionary Retail | Domino’s 
It’s All About the AWUS
9 April 2024

Vote for John Campbell

	— Consumer Discretionary
	— Industrials
	— Small & Midcap
	— TMT

ANALYST PROFILES

KEY REPORT
Australia | Contractors | ALS 
Only Substantive Issue Was Higher Interest
19 September 2024

Australia | Contractors

ALS
 

 * Jefferies (Australia) Pty Ltd 

John Campbell *  | Equity Analyst
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(FY Sep) 2024A 2025E 2026E 2027E

Rev. (MM) 2,586.0 2,933.5 3,161.9 3,401.6

EPS 0.65 0.62 0.75 0.87

Cons. EPS - 0.68 0.77 0.85

Cons. Rev. 2,741.7 2,994.0 3,215.0 3,421.0

Only Substantive Issue Was Higher Interest
Today's negative trading update was disappointing but unsurprising, given
the weak state of the exploration cycle. Our view remains that this cycle's
set to pick up ~mid-CY25. Positively, LS is performing as expected & recent
M&A profit improvement is on track. The main substantive issue to call out
is higher FY25 net int./lease expense. This was a clear negative that will
flow through beyond FY25. We cut FY25-27E EPS -9%, -6%, -4%. New PT A
$16.90 (A$17.40).

Key Points From Today's Trading Update:

• “Volume headwinds within the Minerals division. Volumes remain patchy and fluctuations
have become more pronounced in Jul and Aug.”

• “Minerals margins are down on pcp but remain resilient at c30%”

• “Organic growth in Life Sciences has been in line with expectations”

• “Integration of recent acquisitions Nuvisan, Wessling and York are on track”

• “Interest expense is tracking slightly above (guidance) due to higher average debt levels
and lease interest costs from recent acquisitions”

Forecast Changes: We've cut FY25-27E revenue ~ -3%, driven by ALQ's inference that the
minerals sample cycle recovery has been pushed out. We've also assumed lower margins in
FY25 for Minerals but have not cut margins thereafter, driven by our unshaken belief in cycle
recovery. We've left LS forecasts unchanged. We've lifted FY25-27E net interest expense by
~A$10m, largely due to higher lease interest costs associated with Wessling/York. This is a
true negative surprise, and we are still unsure as to how it has come about. Combined, this
has prompted our FY25-27E EPS cuts of -9%, -6%, -4%. New PT A$16.90 (A$17.40).

Figure 1 - ALQ Forecast Changes

.

ALQ Forecast Changes
2025E 2026E 2027E

Old New % chg Old New % chg Old New % chg
Revenue 2,979 2,933 -2% 3,258 3,162 -3% 3,541 3,402 -4%
EBITDA 719 709 -1% 819 806 -2% 898 897 0%
EBIT 526 500 -5% 615 590 -4% 685 669 -2%
NPAT 331 302 -9% 390 367 -6% 442 425 -4%
EPS (cps) 68 62 -9% 79 75 -6% 89 87 -4%
DPS(cps) 41 41 0% 43 43 0% 45 45 0%

Yr to June (A$m)

Source: Jefferies

JEF Comment: We're trawling along the bottom in terms of mineral sample volumes. Further
weakness as evidenced in this trading update is not a shock as our view was that the
green shoots we are seeing in junior raisings would not translate into improved sample flow
until mid-CY25 at the earliest. Whilst downgrades are never welcome, this is a cycle-related
downgrade (ex the higher interest), not something more fundamental. On a positive note, LS
(50% of the group) is performing well and the positive trajectory for Nuvisan is good news. On
our revised forecasts and today's A$13.50 stock price, ALQ is on FY25 PE parity with its global
TIC comps at a cycle low point in its largest segment. On our new PT, there's 25% upside.

TARGET CHANGE

RATING BUY

PRICE AUD13.50^

PRICE TARGET | % TO PT
 AUD16.90 (AUD17.40) |

+25%

52W HIGH-LOW AUD16.04 - AUD10.60

FLOAT (%) | ADV MM (USD) 96.6% | 16.05

MARKET CAP AUD6.5B | $4.4B

TICKER ALQ AU

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

 

CHANGE TO JEFe JEF vs CONS

2025 2026 2025 2026

REV -2% -3% -2% -2%

EPS NA NA -9% -2%

2025 (AUD) 1Half 2Half FY

EPS - - 0.62

PREV

Figure 2 - ALQ vs TIC Comps PE

.

ALQ vs Comps
Company FY25 PE FY26 PE
ALQ 22x 18x
TIC Comps Avg 22x 20x
Premium/(Discount) 1% -8%

Source: Jefferies, Factset

TIC Comps include SGSN-SWX, BVI-PAR,
ERF-PAR, ITRK-LON

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 9 - 15 of this report.
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jefferies.com
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(FY Jun) 2024A 2025E 2026E 2027E

EBIT (MM) 99.3 97.0 109.7 123.4

EPS 0.19 0.18 0.21 0.23

Adj Net Profit 53 51 58 66

EV/EBIT 11.3x 11.5x 10.2x 9.1x

Have You Ever Seen The Rain? D/g PT; U/g to
Buy
We init. on JLG during peak wet-weather and flagged d/side earnings risk
should CAT work shrink. JLG's stock fell -27% today due to 1) CAT work
drying up, but also 2) Aust. BaU u/perf and 3) US gwth remaining dull. Mgmt
flagged one-off issues for Aust. BaU in 2H, expecting a return to gwth in
FY25 & stronger US gwth too. Guid. implies ~9% org. rev growth for Aust.
IB&RS BaU (ex-Strata/M&A), with margins ahead of JEFe. We cut FY25/26
EPS -12%/-9% but U/G to Buy.

FY24 Key Items vs. FY23 vs. JEF

• FY24 Rev A$1,159m, -10%pcp, vs. JEF A$1,213m (-4% miss)

• FY24 EBITDA A$130m, +9%pcp, vs. JEF A$129m (+1% beat)

• FY24 U-EBIT A$99m, +1%pcp, vs. JEF A$100m (-1% miss)

• FY24 U-NPAT post-mins A$53m, +5%pcp, vs. JEF A$53m (in-line)

• FY24 U-EPS 19.1c, -1%pcp, vs. JEF 19.7c (-3% miss)

• 30 Jun 24 Net cash A$21m, vs. A$58m 31 Dec 23 vs. JEF A$113m

FY25 Guid. below JEFe but implies strong org. gwth after weak 2H: JLG have guided Grp Rev
of A$1,128m (-11% vs. JEF), ex. CAT this is A$1,077m (-6% vs. JEF); & Grp EBITDA of A$124m
(-10% cons.), ex. CAT this is A$117m (-4% vs. JEF). Whilst this represents a -12% cut to JEF
grp top line, excl. CC, CBS & CAT this actually implies margins of ~12.3% ahead of our original
estimates for 11.5%. We also estimate the organic growth in the core Aust. IB&RS bus. (ex-
Strata/M&A) that guid. implies, is ~9% in FY25 (see Fig. 4). Up materially from -1% in FY24.

US Business Slow Going But FY25 Stronger: After a dissappointing 1H24 result, expectations
were for rev growth to return in 2H. JLG did deliver but only +3% in 2H24. The Allstate
agreement is yet to fire up, but mgmt. have guided JLG USA to return to pre-acquisition growth
levels of 10%-15%, primarily made up by Reconstruction Experts.

Forecast Changes: We cut FY25/26 EPS -12%/-9% in line with guidance.

Figure 1 - JLG Forecast Changes

.
Source: Jefferies

JEF Comment: Guidance implies ~9% org. rev growth for Aust. IB&RS BaU (ex-Strata/M&A)
segm., with margins ahead of JEFe. This seems lofty, but JLG now trades on an FY25 EV/
EBIT of 12x and at its lowest ever discount to closest listed comp FSV-TSE (see Fig 2). We d/
g our PT to A$5.50/sh, but U/G to Buy after today's share u/performance.

RATING | TARGET CHANGE

RATING  BUY (HOLD)

PRICE AUD4.06^

PRICE TARGET | % TO PT
 AUD5.50 (AUD6.50) |

+35%

52W HIGH-LOW AUD7.29 - AUD3.71

FLOAT (%) | ADV MM (USD) 66.6% | 2.85

MARKET CAP AUD1.1B | $764.9M

TICKER JLG AU

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

 

CHANGE TO JEFe JEF vs CONS

2025 2026 2025 2026

REV -12% -12% -12% -10%

EPS NA NA -20% -19%

2025 (AUD) 1Half 2Half FY

EPS - - 0.18

PREV

Figure 2 - JLG vs. FSV PE Differential

.
Source: Factset, Jefferies

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 6 - 11 of this report.
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Glass Half Full
In our view, the low point of the luxury spirits cycle has largely passed and
volume improvement will emerge in the back part of 2HFY25 as easier
comps are cycled and inventories stabilise in the US. We would argue
that the valuation is still depressed with bottom of the cycle earnings.
We believe risk is skewed to the upside as active PE interest, earnings
momentum and future capital returns should bring further support to the
stock price.

FY Guidance Maintained: As we expected (see upgrade note here), the FY25 outlook
commentary provided at the FY24 result in August remained intact at ORA's AGM. The
Australasian Beverage business will have marginally lower EBIT in FY25 as the G3 furnace
rebuild will be a drag in the first half. A bright spot in Australasia is the continued growth in
the cans business driven largely by new capacity that will come on line in 2HFY25. A weak
European backdrop is expected to persist for Saverglass, but should be largely offset by a
turnaround in North American volumes in 2HFY25 as we expect the de-stocking headwind to
have subsided. The OPS sale is still expected to complete by the end of CY24. The makeup
and size of a potential capital return following the OPS sale is still unclear, but we estimate ~
$550m assuming management will err on the side of caution and keep leverage closer to 2x.

Moet Hennessey (MH) 3Q24 read-through: LVMH reported 3Q24 results overnight. The result
continues to reflect a normalisation of demand for luxury goods. Organic revenue in the Wines
and Spirits division was -7% in the Sep Q which was materially below the street at -2.5%. Within
this, Cognac and Spirits were a particular point of weakness as organic revenues were down
-11% in the 9M which implies a -13% fall in 3Q vs the pcp. In relation to Saverglass, we are of the
view that Chinese demand weakness will persist, but the North American de-stocking cycle
should abate in 2H25 and volumes will recover off the back of this. Champagne and Wines
saw organic revenue fall -6% for 9M24 vs the pcp (-2% in 3Q), which reflects an improving
trend in 3Q. LVMH still has by far the largest share of the global champagne market. See (here)
for JEF report.

Proposed French Tax: The French Government has proposed draft legislation increasing the
tax rate for French companies in 2024 and 2025. Corporates with revenues between €1bn -
€3bn will have their tax rate increased from 25% to 30.15% for 2024 and to 27.58% for 2025.
For those with revenues above €3bn, the tax rate will increase from 25% to 35.30% in 2024
and 30.15% for 2025. Although this is just draft legislation, if unchallenged, we expect it to be
passed in December. On a full year basis we estimate FY24 Saverglass revenues in France
were ~€300m, meaning they aren't directly exposed to an increase in the French tax rate.
However, they will be indirectly exposed as many of their key customers (LVMH, REMY, Diageo
etc) will likely be at risk. Inevitably, these companies will pass this on to consumers, which has
the potential to derail volumes, hence poses a risk for Saverglass.

Table 1 - Key financials

.

Orora (A$2.52)
Yr end June (A$m) FY23A FY24A FY25E FY26E FY27E
NPAT 203.0 223.7 220.0 255.0 275.0
EPS (adj) c 22.0 17.8 16.3 18.9 20.4
PE x 11.5 14.2 15.4 13.3 12.4
EV/EBITDA x 7.1 9.0 7.8 7.1 6.7
Dividend yield 6.9% 4.0% 4.0% 4.0% 4.0%

Source: Jefferies, Company reports

FLASH NOTE

RATING BUY

PRICE AUD2.52^

PRICE TARGET | % TO PT AUD3.00 | +19%

52W HIGH-LOW AUD2.97 - AUD1.87

FLOAT (%) | ADV MM (USD) 93.2% | 8.48

MARKET CAP AUD3.4B | $2.3B

TICKER ORA AU

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

 

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 4 - 9 of this report.

Equity Research
October 16, 2024

Th
is

 re
po

rt
 is

 in
te

nd
ed

 fo
r J

ef
fe

rie
s 

cl
ie

nt
s 

on
ly

. U
na

ut
ho

riz
ed

 d
is

tr
ib

ut
io

n 
is

 p
ro

hi
bi

te
d.
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(FY Jun) 2024A 2025E 2026E 2027E

Adj Net Profit 11 23 31 36

Adj EPS 0.06 0.08 0.10 0.12

DPS 0.02 0.03 0.04 0.06

Cons. Adj EPS 0.05 0.07 0.10 0.12

Building Wealth Tax Effectively; Initiate at Buy
We initiate coverage on Generation Development Group with a Buy rating
and price target of $3.49. GDG is high growth company focused on
revenue streams that are supported by regulatory and / or structural
tailwinds. Whilst the company's investment products can be considered
niche, importantly GDG is experiencing solid FUM growth in key areas. With
forecast EPS Adj growth of 29% CAGR across the forecast period and a
TSR of 20.5%, GDG should continue to perform.

GDG is a specialist life insurance company that offers investment products designed to suit
savers and retirees. Post the acquisition of the remaining shares in Lonsec, GDG is now also
involved in Research and Ratings of investment products as well as being exposed to the high
growth, managed accounts segment through Lonsec's Investment Solutions business.

The company has a strong history of growth with a focus on businesses that benefit from
regulatory and / or structural tailwinds. This is evidenced with EPS Adj growth of 36% p.a. for
the three years to FY24. We expect strong growth to continue with forecast EPS Adj growth
of 29% for the three years to FY27.

Investment bonds could come into vogue. Investment bonds represent a small pocket of
the savings market with a total market size of around $10.8bn. Importantly, GDG has critical
market share in the segment accounting for 30% of the sector, ranking second by FUM.
Further, the company has seen good growth in investment bonds with FUM increasing 25%
p.a. from 2019-2024. GDG accounted for 48% of system inflows into investment bonds in
FY24. With changes to superannuation tax concession approaching, the case for tax-effective
investment structures such as investment bonds becomes stronger.

Annuities are the right strategy, but will take time: GDG recently introduced a Lifetime annuity
product that includes an income component and solves for longevity risk. With its investment
linked structure, annuitants can still achieve equity like returns whilst receiving a regular
income and still benefiting from longevity protection. At present, the product is not yet at scale
and is carrying losses. In our view, the product will take time to resonate with advisers. In the
meantime, ongoing education and product enhancements should see GDG's Lifetime product
start to gain traction. We forecast the annuity product to reach breakeven by 2029.

Lonsec investment solutions: Through the acquisition of 100% of Lonsec shares, GDG is
exposed to the fast growing managed accounts sector. For the three years to 2024, Lonsec's
Investment Solutions experienced exceptional growth in FUM and Revenue increasing 76%
and 83% p.a. respectively. Further, Lonsec's Research and Rating business continues to
exceed expectations, winning the best Research House in 2024 for the third year in a row.

Valuation and EPS growth: We forecast CAGR in EPS for the three years to FY27 of 29%.
We value GDG at $3.49 with an equal weighted approach, incorporating our SOTP and P/BV
valuation methodologies.

INITIATING COVERAGE

RATING BUY

PRICE AUD2.93^

PRICE TARGET | % TO PT AUD3.49 | +19%

52W HIGH-LOW AUD2.96 - AUD1.27

FLOAT (%) | ADV MM (USD) 79.1% | 0.71

MARKET CAP AUD871.1M | AUD871.1M

TICKER GDG AU

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

 

CHANGE TO JEFe JEF vs CONS

2025 2026 2025 2026

EPS* NA NA +9% +4%

NP* NA NA -1% +3%

2025 (AUD) 1Half 2Half FY

NP* - - 23

PREV

*Adj EPS
*Adj Net Profit

Figure 1 - GDG AU VS XJO

.
Source: IRESS

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 15 - 20 of this report.
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Building Wealth Tax Effectively; Initiate at Buy
16 September 2024
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	— Insurance & Other Non-Bank 
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Have You Ever Seen The Rain? D/g PT; U/g to Buy
19 September 2024
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(FY Jun) 2024A 2025E 2026E 2027E

Adj Net Profit 11 23 31 36

Adj EPS 0.06 0.08 0.10 0.12

DPS 0.02 0.03 0.04 0.06

Cons. Adj EPS 0.05 0.07 0.10 0.12

Building Wealth Tax Effectively; Initiate at Buy
We initiate coverage on Generation Development Group with a Buy rating
and price target of $3.49. GDG is high growth company focused on
revenue streams that are supported by regulatory and / or structural
tailwinds. Whilst the company's investment products can be considered
niche, importantly GDG is experiencing solid FUM growth in key areas. With
forecast EPS Adj growth of 29% CAGR across the forecast period and a
TSR of 20.5%, GDG should continue to perform.

GDG is a specialist life insurance company that offers investment products designed to suit
savers and retirees. Post the acquisition of the remaining shares in Lonsec, GDG is now also
involved in Research and Ratings of investment products as well as being exposed to the high
growth, managed accounts segment through Lonsec's Investment Solutions business.

The company has a strong history of growth with a focus on businesses that benefit from
regulatory and / or structural tailwinds. This is evidenced with EPS Adj growth of 36% p.a. for
the three years to FY24. We expect strong growth to continue with forecast EPS Adj growth
of 29% for the three years to FY27.

Investment bonds could come into vogue. Investment bonds represent a small pocket of
the savings market with a total market size of around $10.8bn. Importantly, GDG has critical
market share in the segment accounting for 30% of the sector, ranking second by FUM.
Further, the company has seen good growth in investment bonds with FUM increasing 25%
p.a. from 2019-2024. GDG accounted for 48% of system inflows into investment bonds in
FY24. With changes to superannuation tax concession approaching, the case for tax-effective
investment structures such as investment bonds becomes stronger.

Annuities are the right strategy, but will take time: GDG recently introduced a Lifetime annuity
product that includes an income component and solves for longevity risk. With its investment
linked structure, annuitants can still achieve equity like returns whilst receiving a regular
income and still benefiting from longevity protection. At present, the product is not yet at scale
and is carrying losses. In our view, the product will take time to resonate with advisers. In the
meantime, ongoing education and product enhancements should see GDG's Lifetime product
start to gain traction. We forecast the annuity product to reach breakeven by 2029.

Lonsec investment solutions: Through the acquisition of 100% of Lonsec shares, GDG is
exposed to the fast growing managed accounts sector. For the three years to 2024, Lonsec's
Investment Solutions experienced exceptional growth in FUM and Revenue increasing 76%
and 83% p.a. respectively. Further, Lonsec's Research and Rating business continues to
exceed expectations, winning the best Research House in 2024 for the third year in a row.

Valuation and EPS growth: We forecast CAGR in EPS for the three years to FY27 of 29%.
We value GDG at $3.49 with an equal weighted approach, incorporating our SOTP and P/BV
valuation methodologies.

INITIATING COVERAGE

RATING BUY

PRICE AUD2.93^

PRICE TARGET | % TO PT AUD3.49 | +19%

52W HIGH-LOW AUD2.96 - AUD1.27

FLOAT (%) | ADV MM (USD) 79.1% | 0.71

MARKET CAP AUD871.1M | AUD871.1M

TICKER GDG AU

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

 

CHANGE TO JEFe JEF vs CONS

2025 2026 2025 2026

EPS* NA NA +9% +4%

NP* NA NA -1% +3%

2025 (AUD) 1Half 2Half FY

NP* - - 23

PREV

*Adj EPS
*Adj Net Profit

Figure 1 - GDG AU VS XJO

.
Source: IRESS

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 15 - 20 of this report.
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(FY Jun) 2023A 2024E 2025E 2026E

Rev. (MM) 1,867.5 1,677.8 1,371.1 1,428.1

Cons. Rev. 1,867.5 1,677.3 1,468.8 1,526.5

Cons. EPS 0.03 0.02 0.02 0.03

EPS 0.03 0.00 (0.03) (0.01)

Balance Sheet Needs Relief
A long awaited update provided by SGR reflects a significant step-up in
gearing based on QWB equity contributions. We had previously expected
$250m in equity contributions over FY25/26, however, this looks ~$100m
too low based on updated Management framework. We value SGR shares
at $0.26 on a FY26 SOTP basis, although negative FCF for at least 3 years
in our view should be the focus.

Today's update was well anticipated given continued media speculation on SGR's balance
sheet, regulatory issues and QWB profitability. The most concerning factor in today's update,
in our view, was negative EBITDA FY25 to date, even adjusting for technological impacts in
July. Shrinking EBITDA causes gearing ratios to look strained when considering earnings,
despite debt to equity ratios being more complimentary for SGR. Rising gross debt is no
doubt a concern for SGR, but, in our view, focus should be on ability to repay interest given a
deteriorating earnings base that is under structural pressure on both revenue and costs.

SGR's balance sheet gets tested in FY26 in particular in our view. SGR's guidance for $183m
in equity contributions in FY26 was a surprise to our prior estimate of $30m. This combined
with our expectation of a $450m AUSTRAC penalty, paid over 3 years, sees FY26 gearing
levels climb significantly to 3.2x ND/EBITDA (noting a downwards revised EBITDA forecast
which expects significant recovery in FY26). On our revised earnings estimates, for SGR FY27
gearing to fall to ~2x ND/EBITDA (JEFe 4x), it would require ~$400m in funding above our
estimates. We expect SGR may require asset sales to reduce gearing to appropriate levels,
otherwise, we see risk of an equity raise to deal with the balance sheet and gearing levels.

-47% downgrade to FY25 EBITDA forecasts is the driver of gearing metric issues and ability
to repay interest, in our view. This is driven by our concerns on a significant step-up in opex
seen in 2H24 and early 1H25 trading, with opex increasing to as high as 75% of revenue.
Materially weaker trading conditions in Sydney, driven by carded gaming (~-11% revenue
impact) see downgraded revenue forecasts on a largely fixed cost base. We expect similar
impacts in QLD once carded play is introduced.

Price Target falls to $0.26, we Retain our UNPF rating. At this point in time, we see
considerable uncertainty in SGR, and we expect to see this reflected in share price moves
once trading is resumed tomorrow. The list of issues for SGR to navigate continues to grow,
with a Bell Two response expected to be issued tomorrow. For us, the key issues for SGR
to navigate remain i) AUSTRAC fine penalty quantum and timing; ii) continual QWB equity
contribution requirements and challenging project economics; iii) QWB debt refinancing in
Dec-25; iv) impact of regulatory changes on revenue; v) material step-up in opex relating to
compliance, remediation and regulatory issues; and vi) uncertainty on the future of licences
as Bell Two continues to play out.

TARGET |  ESTIMATE CHANGE

RATING UNDERPERFORM

PRICE AUD0.45^

PRICE TARGET | % TO PT  AUD0.26 (AUD0.43) | -41%

52W HIGH-LOW AUD0.70 - AUD0.39

FLOAT (%) | ADV MM (USD) 261.7% | 1.34

MARKET CAP AUD411.9M | $277.4M

TICKER SGR AU

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

 

CHANGE TO JEFe JEF vs CONS

2024 2025 2024 2025

REV <-1% -11% NM -7%

EPS -71% -1,299% -73% -281%

2024 (AUD) 1Half 2Half FY

EPS - -  0.00

PREV 0.02

Exhibit 1 - SGR proforma normalised EBITDA
for resort properties
*note detailed GC and BRI reported together
prior to FY20
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Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 12 - 17 of this report.
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(FY Dec) 2023A 2024E 2025E 2026E

EBITDA (MM) 17,102.0 16,474.1 20,074.1 21,085.0

Cons. EPS 0.34 0.31 0.45 0.49

EPS 0.34 0.27 0.57 0.59

FY P/E 14.7x 18.2x 8.7x 8.5x

The Underappreciated Derisking of Glencore
Over the last decade, Glencore has significantly reduced net debt and taken
other measures to derisk its business. Yet its EV/EBITDA multiple has fallen
40% over this period. We attribute this derating to its growing coal business
(ESG overhang), macro concerns (China; possible downturn in the US), and
declining liquidity in its shares. We see good value in GLEN and think there are
catalysts to drive its share price higher over the next 3-6 months. Buy.

Lessons Learned, but Not Rewarded: Glencore went into the 2015 downturn with $30bn of net debt
and ultimately announced a series of aggressive measures to lower this by $10bn. These measures
included a $2.5bn rights issue when its share price was near its lows, as well as a suspension
of its dividend, a reduction in capex, noncore asset sales, and release of working capital from its
Marketing business. Glencore's share price strongly recovered thereafter as commodity prices
went higher, but there were clearly lessons learned from the difficult days of 2015. Importantly, the
company is much more financially conservative now than it was then, as it now has a targeted net
debt level of $10bn (pro forma net debt was $10.3bn at June 30). It has also derisked its Marketing
business to an extent following a series of regulatory investigations that began in earnest in 2018
and led to Glencore agreeing to pay ~$1.1bn in a coordinated settlement with the DOJ (and the UK
and Brazil), as well as additional fines paid to other regulatory bodies. As part of the DOJ settlement,
Glencore reduced its reliance on high-risk, third-party agency traders and, in May 2022, agreed to
retain two independent compliance monitors to oversee its internal conduct for three years. We
believe a better balance sheet and reduced regulatory risk, as well as an upgrade to the quality of
its mining portfolio as a result of the EVR transaction, should be positives for Glencore's equity
valuation, yet its EV/EBITDA multiple has declined from 8.6x in mid-2015 to 5.3x now (Exhibit 1).

A Path to a Re-rating: There are several factors that could lead to a re-rating of Glencore's valuation.
These include a step-up in capital returns starting in 2025 as a result of a higher copper price
and cash flows from EVR, a likely increase in through-cycle Marketing EBIT guidance (currently
$2.2-3.2bn), a recognition that thermal coal demand is likely to decline much slower than many
in the market expect, and Glencore possibly redomiciling to become a US-based (and US-listed)
company, which would likely improve the liquidity in its shares and broaden its shareholder base.

Our Call: Glencore's share price is down 22% since May as commodity prices have fallen. We expect
prices for copper and met coal to rise from current levels, and we expect growth in capital returns
and value creation from opportunistic M&A to lead to a higher valuation for Glencore's shares over
time. We reiterate our Buy rating on Glencore as our top pick in the UK mining sector.

COMPANY UPDATE

RATING BUY

PRICE 379.85p^

PRICE TARGET | % TO PT 600.00p | +58%

52W HIGH-LOW 507p - 361p

FLOAT (%) | ADV MM (USD) 81.8% | 201.42

MARKET CAP £46.2B | $60.8B

TICKER GLEN LN

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

 

CHANGE TO JEFe JEF vs CONS

2024 2025 2024 2025

REV NA NA NA NA

EPS NA NA -11% +28%

2024 ($) Q1 Q2A Q3 Q4 FY

EPS - (0.02) - 0.29 0.27

PREV

Glencore's trailing-six-month annualized EV/
EBITDA multiple has declined from 8.6x in
mid-2015 to 5.3x now. While the sector
overall has derated, the decline in Glencore's
valuation has been the most significant
despite measures that the company has
taken to substantially reduce downside risks.

**Note that the chart below is based on LTM
EBITDA rather than annualized trailing-six-
month EBITDA.

Glencore's EV/LTM EBITDA Multiples,
2014-2024

.

0.0x

2.0x

4.0x

6.0x

8.0x

10.0x

EV/EBITDA Avg EV/EBITDA (2014-2024)

Source: Factset, Jefferies estimates

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 6 - 11 of this report.
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Commodity Update - Fading the China Rally
We adjust our commodity price deck for 3QCY24 actuals, and make
minor changes to our price forecasts to reflect recent fundamental
developments. While some China stimulus is better than none, in the
medium term we do not see it arresting the structural slowing of the
Chinese property market. Downgrade BHP (here), SFR, EVN, PLS and GL1
to Hold. Downgrade MIN, S32 and DYL to Underperform. Upgrade NST to
Buy. Our sector top picks are: RIO, NEM, NST, WHC and PDN.

Commodity Price Forecasts: If not for China's recent stimulus measures, we would likely
have lowered our commodity price forecasts in this note. However, the combination of more
aggressive stimulus (although details are still vague) and the potential for an acceleration of
demand growth in the US after the election/inauguration now have us leaning slightly more
positive on the outlook over the near/medium term. That said, we believe that the equities
are already pricing in much of this upside and will require evidence of sustained economic
improvement within China for the recent share price moves to hold.

Gold has been trading with higher torque to falling real rates. We think gold can continue to
gain in the near term, supported by rate cuts and the China credit impulse. To be conservative,
we continue to assume a long-term tempering in the gold price, now to US$2,300/oz (prev
US$2,100/oz).

Gold, copper, aluminium and met coal continue to be our preferred commodities. We expect
iron ore, lithium, thermal coal and zinc to be range-bound, and we are more negative on nickel.
See Fig 1 & 2 for our new commodity price forecasts and Fig 12-16 for the corresponding
changes to our REV, EBITDA, EPS and NPV per share estimates.

Changes to Our Estimates. We have updated our models to incorporate actual Q1FY25
commodity prices, and have made changes to our operational assumptions for companies
in our coverage based on recent developments. Our new commodity price assumptions,
earnings estimates, EBITDA forecasts, and price targets are shown in Fig 12-16.

Australian coverage update.

Near-term commodity price changes see earnings & price target downgrades across our ASX
coverage (Fig 12-16), with the exception of the gold sector. Gold price upgrades drive earnings
and target increases across our gold coverage. We maintain our Buy ratings on WHC and CRN,
reflecting our preference for met coal. Sector preferences: RIO, NEM, NST, WHC and PDN.

We like Rio Tinto for copper and aluminium leverage with lower dilutionary M&A risk relative
to BHP. We like Newmont and Northern Star for diversified gold leverage. We like Paladin
for leverage to a rising long-term uranium price. Sandfire remains our preferred ASX copper
exposure but have downgraded to Hold on valuation grounds.

KEY STOCKS FEATURED INCLUDE:

TICKER RATING PRICE TARGET

29M AU HOLD AUD0.45

A1M AU BUY AUD0.60

AIS AU HOLD AUD0.20

AMI AU BUY AUD0.24

BHP LN HOLD 2,550.00p

KEY CHANGES INCLUDE:

TICKER RATING PRICE TARGET

29M AU HOLD   AUD0.45 (AUD0.40)

A1M AU BUY   AUD0.60 (AUD0.65)

AMI AU BUY   AUD0.24 (AUD0.25)

Figure 1 - Jefferies Australia Mining Target
Prices

.

Company Ticker Unit Old New Old New % chg

Gold
Northern Star Resources NST-AU A$ps Hold Buy 16.50 19.50 18.2% 23.0%
Evolution Mining EVN-AU A$ps Buy Hold 4.70 5.00 6.4% 9.5%
Gold Road Res GOR-AU A$ps Buy Buy 2.15 2.50 16.3% 48.4%

Lithium
Mineral Resources MIN-AU A$ps Hold Underperform 45.00 40.00 -11.1% -21.1%
Pilbara Minerals PLS-AU A$ps Buy Hold 3.50 2.85 -18.6% -7.6%
IGO IGO-AU A$ps Hold Hold 6.00 5.60 -6.7% -0.4%
Global Lithium Resources GL1-AU A$ps Buy Hold 1.00 0.25 -75.0% 4.2%

Base Metals
South32 S32-AU A$ps Buy Underperform 3.60 3.25 -9.7% -11.6%
Sandfire Resources SFR-AU A$ps Buy Hold 10.50 10.50 0.0% -1.7%
Nickel Industries NIC-AU A$ps Buy Buy 1.10 1.00 -9.1% 10.2%
Aurelia Metals AMI-AU A$ps Buy Buy 0.25 0.24 -4.0% 33.3%
29metals 29M-AU A$ps Hold Hold 0.40 0.45 12.5% -10.0%
AIC Mines A1M-AU A$ps Buy Buy 0.65 0.60 -7.7% 69.0%
Aeris Resources AIS-AU A$ps Hold Hold 0.20 0.20 0.0% -13.0%

Uranium
Paladin Energy PDN-AU A$ps Buy Buy 16.00 14.50 -9.4% 25.6%
Boss Energy BOE-AU A$ps Hold Hold 3.00 3.00 0.0% -10.7%
Deep Yellow DYL-AU A$ps Hold Underperform 1.20 1.10 -8.3% -27.4%

Coal / Iron Ore
Fortescue FMG-AU A$ps Hold Hold 18.00 20.00 11.1% 1.9%
Whitehaven Coal WHC-AU A$ps Buy Buy 9.00 8.50 -5.6% 20.0%
New Hope NHC-AU A$ps Hold Hold 4.80 4.60 -4.2% -7.5%
Coronado Global Resources CRN-AU A$ps Buy Buy 1.75 1.50 -14.3% 35.7%

Rare Earths
Lynas Rare Earths LYC-AU A$ps Hold Hold 7.20 6.60 -8.3% -13.2%

Rating Target Price Upside to 
Target

Source: FactSet, Company Reports, Jefferies

Figure 2 - Jefferies Commodity Price
Forecasts - Annual and Long-Term
'Normalized'

.

Commodity Spot CY21 CY22 CY23 CY24 CY25 CY26 CY27 CY28 CY29 CY30 Long-Term
Base Metals - US$/lb

Previous 152.18 119.10 115.64 111.51 105.00 100.00 95.00 90.00 90.00 90.00 90.00
New 152.18 119.10 115.64 110.17 102.50 100.00 95.00 90.00 90.00 90.00 90.00

% Chg 0.0% 0.0% 0.0% -1.2% -2.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 175.97 139.56 125.14 122.01 115.00 110.00 105.00 100.00 100.00 100.00 100.00
New 175.97 139.56 125.14 120.67 112.50 110.00 105.00 100.00 100.00 100.00 100.00

% Chg 0.0% 0.0% 0.0% -1.1% -2.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Base Metals - US$/lb

Previous 1.12 1.23 1.02 1.12 1.20 1.25 1.35 1.35 1.25 1.10 1.10
New 1.12 1.23 1.02 1.10 1.23 1.30 1.35 1.35 1.25 1.10 1.10

% Chg 0.0% 0.0% 0.0% -1.6% 2.1% 4.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 4.24 4.00 3.88 4.40 4.83 5.50 6.00 6.00 5.50 5.25 4.00
New 4.24 4.00 3.88 4.27 4.75 5.50 6.00 6.00 5.50 5.25 4.00

% Chg 0.0% 0.0% 0.0% -3.0% -1.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 1.00 0.98 0.96 0.98 1.05 1.09 1.13 1.13 1.09 0.89 0.81
New 1.00 0.98 0.96 0.94 0.95 0.99 1.02 1.02 0.99 0.80 0.73

% Chg 0.0% 0.0% 0.0% -3.7% -9.5% -9.5% -9.5% -9.5% -9.5% -9.5% -9.5%

Previous 8.37 11.64 9.74 8.03 8.75 8.50 8.50 8.00 8.00 8.00 8.00
New 8.37 11.64 9.74 7.88 8.63 8.50 8.50 8.00 8.00 8.00 8.00

% Chg 0.0% 0.0% 0.0% -1.9% -1.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 1.36 1.63 1.20 1.25 1.30 1.35 1.40 1.40 1.35 1.10 1.00
New 1.36 1.63 1.20 1.24 1.30 1.35 1.40 1.40 1.35 1.10 1.00

% Chg 0.0% 0.0% 0.0% -0.8% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 14.02 23.00 26.17 21.60 22.00 20.00 20.00 18.00 16.00 15.00 15.00
New 14.02 23.00 26.17 21.02 20.00 20.00 20.00 18.00 16.00 15.00 15.00

% Chg 0.0% 0.0% 0.0% -2.7% -9.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 22.72 28.93 15.42 15.70 18.14 18.14 15.88 15.88 15.88 15.88 15.88
New 22.72 28.93 15.42 11.72 10.21 11.34 12.47 13.61 13.61 13.61 13.61

% Chg 0.0% 0.0% 0.0% -25.3% -43.8% -37.5% -21.4% -14.3% -14.3% -14.3% -14.3%
Gold and PGM's - US$/oz

Previous 1,800 1,805 1,943 2,290 2,350 2,200 2,100 2,100 2,100 2,100 2,100
New 1,800 1,805 1,943 2,380 2,663 2,538 2,438 2,338 2,300 2,300 2,300

% Chg 0.0% 0.0% 0.0% 3.9% 13.3% 15.3% 16.1% 11.3% 9.5% 9.5% 9.5%

Previous 1,093 963 968 973 1,100 1,200 1,300 1,400 1,400 1,400 800
New 1,093 963 968 964 1,050 1,200 1,300 1,400 1,400 1,400 800

% Chg 0.0% 0.0% 0.0% -0.9% -4.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 2,400 2,107 1,344 1,026 1,100 1,150 1,200 1,100 1,000 1,000 800
New 2,400 2,107 1,344 981 1,075 1,150 1,200 1,100 1,000 1,000 800

% Chg 0.0% 0.0% 0.0% -4.4% -2.3% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Lithium - US$/t

Previous 14,112 59,632 44,784 13,143 14,204 16,185 18,166 18,166 18,166 18,166 18,166
New 14,112 59,632 44,784 12,411 12,368 13,520 15,364 16,593 16,593 16,593 16,593

% Chg 0.0% 0.0% 0.0% -5.6% -12.9% -16.5% -15.4% -8.7% -8.7% -8.7% -8.7%

Previous 16,763 67,068 50,728 11,988 13,539 15,422 17,304 17,304 17,304 17,304 17,304
New 16,763 67,068 50,728 11,679 11,907 13,290 15,364 16,593 16,593 16,593 16,593

% Chg 0.0% 0.0% 0.0% -2.6% -12.1% -13.8% -11.2% -4.1% -4.1% -4.1% -4.1%

Previous 943 4,353 3,698 1,062 1,100 1,250 1,400 1,400 1,400 1,400 1,400
New 943 4,353 3,698 1,008 938 1,250 1,250 1,250 1,250 1,250 1,250

% Chg 0.0% 0.0% 0.0% -5.2% -14.8% 0.0% -10.7% -10.7% -10.7% -10.7% -10.7%
Coal - US$/t

Previous 217 358 290 267 260 240 225 225 225 225 225
New 217 358 290 249 260 240 225 225 225 225 225

% Chg 0.0% 0.0% 0.0% -6.8% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 136 357 174 133 116 100 100 100 100 100 100
New 136 357 174 135 120 110 100 100 100 100 100

% Chg 0.0% 0.0% 0.0% 1.9% 3.2% 10.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Uranium - US$/lb

Previous 35 50 60 90 108 105 90 75 65 65 65
New 35 50 60 87 93 100 90 75 65 65 65

% Chg 0.0% 0.0% 0.0% -3.6% -14.0% -4.8% 0.0% 0.0% 0.0% 0.0% 0.0%
Rare Earths - US$/lb

Previous 69 109 66 56 75 85 90 90 90 90 90
New 69 109 66 56 75 85 90 90 90 90 90

% Chg 0.0% 0.0% 0.0% -0.7% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
NdPr Oxide 50

Uranium 95

Australian thermal coal 139

Australian hard coking coal 222

Spodumene Concentrate (6%) 800

Lithium Hydroxide 9,925

Lithium Carbonate 10,800

Palladium 997

Platinum 993

Gold 2,657

Cobalt 10.97

Molybdenum 20.00

Zinc 1.42

Nickel 8.13

Lead 0.95

Copper 4.44

Aluminium 1.20

Iron Ore Lump (62% Fe) 149.33

Iron Ore Fines (62% Fe) 128.18

Source: FactSet, Jefferies

Please see analyst certifications, important disclosure information, and information regarding the status of non-US analysts on pages 116 - 126 of this report.
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(FY Sep) 2023A 2024E 2025E 2026E

Rev. (MM) 441.4 509.8 567.4 617.9

DPS 0.17 0.23 0.26 0.31

EV/EBITDA 35.6x 30.7x 26.4x 22.7x

PBT (MM) 129.9 149.3 172.9 204.9

SaaS+: Stronger for Longer
Technology One presented an in-depth breakdown of SaaS+ at their
inaugural investor day. SaaS+ is an evolution of SaaS which is unique to
TNE because of their vertically integrated "Power of One" business model.
SaaS+ will have limited near-term impact on profits, but material upilft
over the medium-term. Reiterate Buy rating and increase PT to A$29/share
based on DCF.

• SaaS+: is an evolution of the SaaS business model where not only license fees and
support but implementation services have been bundled together in a subscription
service. This revenue model will be unique to TNE in the near-term as other ERP solution
providers rely on 3rd-party system integrators. Near-term profitability will see limited
upside from SaaS+ but we forecast for profitability in the second term of contract (years
6-10) to almost double under this business model (see graph on right). TNE has 99%+
customer retention.

• Stronger for Longer: The profit profile under SaaS+ starts slower than SaaS but
accelerates faster as the tenure of a customer contract matures (chart 9). On a portfolio
basis, this creates a relative headwind in near-term profit growth as TNE transitions to
the new revenue model (chart 4). In spite of these headwinds TNE has increased their
PBT growth cadence from the 10-15% historically seen to 12-16% for FY24, this implies
an acceleration in growth not only to achieve the updated guidance, but offset transition
headwinds to SaaS+.

• UK momentum - just the beginning: In our view the faster guidance is being driven by
increased confidence of UK. TNE has a rolling 4-quarter pipeline which provides visibility
into NTM. Our view on accelerating UK growth is supported by industry calls with TNE
customers and ERP SaaS consultants based in UK which have provided increasingly
positive feedback on TNE's solution. As detailed in our recent report Taking Off in the UK
. As of 1H24 UK contributed <5% of PBT, but UK has ~3× the TAM of Australia.

Earnings and PT revisions: FY24-26e revenues +0-3% and PBT -0-3%; but increased growth
and margins over the long-term modelling in SaaS+. Increase PT to A$29 from A$19 based
on DCF (previously EV/EBITDA). Implied target multiple is at a premium to historical average
which we think is justified from accelerated growth profile over the medium-term.

Recommendation: Execution of SaaS+ is on track; UK is finally turning a corner, and the
culmination of Power of One, SaaS+ and best-in-market implementation times have put TNE
in a leading position in the UK to tap into the market, which the street has yet to give them
credit for. Reiterate Buy.

TARGET |  ESTIMATE CHANGE

RATING BUY

PRICE AUD20.87^

PRICE TARGET | % TO PT
 AUD29.00 (AUD19.00) |

+39%

52W HIGH-LOW AUD21.26 - AUD14.38

FLOAT (%) | ADV MM (USD) 87.6% | 13.89

MARKET CAP AUD6.8B | $4.4B

TICKER TNE AU

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

 

CHANGE TO JEFe JEF vs CONS

2024 2025 2024 2025

REV NA NM NA NA

EPS NA -3% NA NA

2024 (AUD) 1HalfA 2Half FY

EPS 0.15 0.20 0.37

PREV

Contract profit under Capital vs. SaaS vs.
SaaS+
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Valuation uplift from SaaS+
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Commodity Update - Fading the China Rally
We adjust our commodity price deck for 3QCY24 actuals, and make
minor changes to our price forecasts to reflect recent fundamental
developments. While some China stimulus is better than none, in the
medium term we do not see it arresting the structural slowing of the
Chinese property market. Downgrade BHP (here), SFR, EVN, PLS and GL1
to Hold. Downgrade MIN, S32 and DYL to Underperform. Upgrade NST to
Buy. Our sector top picks are: RIO, NEM, NST, WHC and PDN.

Commodity Price Forecasts: If not for China's recent stimulus measures, we would likely
have lowered our commodity price forecasts in this note. However, the combination of more
aggressive stimulus (although details are still vague) and the potential for an acceleration of
demand growth in the US after the election/inauguration now have us leaning slightly more
positive on the outlook over the near/medium term. That said, we believe that the equities
are already pricing in much of this upside and will require evidence of sustained economic
improvement within China for the recent share price moves to hold.

Gold has been trading with higher torque to falling real rates. We think gold can continue to
gain in the near term, supported by rate cuts and the China credit impulse. To be conservative,
we continue to assume a long-term tempering in the gold price, now to US$2,300/oz (prev
US$2,100/oz).

Gold, copper, aluminium and met coal continue to be our preferred commodities. We expect
iron ore, lithium, thermal coal and zinc to be range-bound, and we are more negative on nickel.
See Fig 1 & 2 for our new commodity price forecasts and Fig 12-16 for the corresponding
changes to our REV, EBITDA, EPS and NPV per share estimates.

Changes to Our Estimates. We have updated our models to incorporate actual Q1FY25
commodity prices, and have made changes to our operational assumptions for companies
in our coverage based on recent developments. Our new commodity price assumptions,
earnings estimates, EBITDA forecasts, and price targets are shown in Fig 12-16.

Australian coverage update.

Near-term commodity price changes see earnings & price target downgrades across our ASX
coverage (Fig 12-16), with the exception of the gold sector. Gold price upgrades drive earnings
and target increases across our gold coverage. We maintain our Buy ratings on WHC and CRN,
reflecting our preference for met coal. Sector preferences: RIO, NEM, NST, WHC and PDN.

We like Rio Tinto for copper and aluminium leverage with lower dilutionary M&A risk relative
to BHP. We like Newmont and Northern Star for diversified gold leverage. We like Paladin
for leverage to a rising long-term uranium price. Sandfire remains our preferred ASX copper
exposure but have downgraded to Hold on valuation grounds.

KEY STOCKS FEATURED INCLUDE:

TICKER RATING PRICE TARGET

29M AU HOLD AUD0.45

A1M AU BUY AUD0.60

AIS AU HOLD AUD0.20

AMI AU BUY AUD0.24

BHP LN HOLD 2,550.00p

KEY CHANGES INCLUDE:

TICKER RATING PRICE TARGET

29M AU HOLD   AUD0.45 (AUD0.40)

A1M AU BUY   AUD0.60 (AUD0.65)

AMI AU BUY   AUD0.24 (AUD0.25)

Figure 1 - Jefferies Australia Mining Target
Prices

.

Company Ticker Unit Old New Old New % chg

Gold
Northern Star Resources NST-AU A$ps Hold Buy 16.50 19.50 18.2% 23.0%
Evolution Mining EVN-AU A$ps Buy Hold 4.70 5.00 6.4% 9.5%
Gold Road Res GOR-AU A$ps Buy Buy 2.15 2.50 16.3% 48.4%

Lithium
Mineral Resources MIN-AU A$ps Hold Underperform 45.00 40.00 -11.1% -21.1%
Pilbara Minerals PLS-AU A$ps Buy Hold 3.50 2.85 -18.6% -7.6%
IGO IGO-AU A$ps Hold Hold 6.00 5.60 -6.7% -0.4%
Global Lithium Resources GL1-AU A$ps Buy Hold 1.00 0.25 -75.0% 4.2%

Base Metals
South32 S32-AU A$ps Buy Underperform 3.60 3.25 -9.7% -11.6%
Sandfire Resources SFR-AU A$ps Buy Hold 10.50 10.50 0.0% -1.7%
Nickel Industries NIC-AU A$ps Buy Buy 1.10 1.00 -9.1% 10.2%
Aurelia Metals AMI-AU A$ps Buy Buy 0.25 0.24 -4.0% 33.3%
29metals 29M-AU A$ps Hold Hold 0.40 0.45 12.5% -10.0%
AIC Mines A1M-AU A$ps Buy Buy 0.65 0.60 -7.7% 69.0%
Aeris Resources AIS-AU A$ps Hold Hold 0.20 0.20 0.0% -13.0%

Uranium
Paladin Energy PDN-AU A$ps Buy Buy 16.00 14.50 -9.4% 25.6%
Boss Energy BOE-AU A$ps Hold Hold 3.00 3.00 0.0% -10.7%
Deep Yellow DYL-AU A$ps Hold Underperform 1.20 1.10 -8.3% -27.4%

Coal / Iron Ore
Fortescue FMG-AU A$ps Hold Hold 18.00 20.00 11.1% 1.9%
Whitehaven Coal WHC-AU A$ps Buy Buy 9.00 8.50 -5.6% 20.0%
New Hope NHC-AU A$ps Hold Hold 4.80 4.60 -4.2% -7.5%
Coronado Global Resources CRN-AU A$ps Buy Buy 1.75 1.50 -14.3% 35.7%

Rare Earths
Lynas Rare Earths LYC-AU A$ps Hold Hold 7.20 6.60 -8.3% -13.2%

Rating Target Price Upside to 
Target

Source: FactSet, Company Reports, Jefferies

Figure 2 - Jefferies Commodity Price
Forecasts - Annual and Long-Term
'Normalized'

.

Commodity Spot CY21 CY22 CY23 CY24 CY25 CY26 CY27 CY28 CY29 CY30 Long-Term
Base Metals - US$/lb

Previous 152.18 119.10 115.64 111.51 105.00 100.00 95.00 90.00 90.00 90.00 90.00
New 152.18 119.10 115.64 110.17 102.50 100.00 95.00 90.00 90.00 90.00 90.00

% Chg 0.0% 0.0% 0.0% -1.2% -2.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 175.97 139.56 125.14 122.01 115.00 110.00 105.00 100.00 100.00 100.00 100.00
New 175.97 139.56 125.14 120.67 112.50 110.00 105.00 100.00 100.00 100.00 100.00

% Chg 0.0% 0.0% 0.0% -1.1% -2.2% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Base Metals - US$/lb

Previous 1.12 1.23 1.02 1.12 1.20 1.25 1.35 1.35 1.25 1.10 1.10
New 1.12 1.23 1.02 1.10 1.23 1.30 1.35 1.35 1.25 1.10 1.10

% Chg 0.0% 0.0% 0.0% -1.6% 2.1% 4.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 4.24 4.00 3.88 4.40 4.83 5.50 6.00 6.00 5.50 5.25 4.00
New 4.24 4.00 3.88 4.27 4.75 5.50 6.00 6.00 5.50 5.25 4.00

% Chg 0.0% 0.0% 0.0% -3.0% -1.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 1.00 0.98 0.96 0.98 1.05 1.09 1.13 1.13 1.09 0.89 0.81
New 1.00 0.98 0.96 0.94 0.95 0.99 1.02 1.02 0.99 0.80 0.73

% Chg 0.0% 0.0% 0.0% -3.7% -9.5% -9.5% -9.5% -9.5% -9.5% -9.5% -9.5%

Previous 8.37 11.64 9.74 8.03 8.75 8.50 8.50 8.00 8.00 8.00 8.00
New 8.37 11.64 9.74 7.88 8.63 8.50 8.50 8.00 8.00 8.00 8.00

% Chg 0.0% 0.0% 0.0% -1.9% -1.4% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 1.36 1.63 1.20 1.25 1.30 1.35 1.40 1.40 1.35 1.10 1.00
New 1.36 1.63 1.20 1.24 1.30 1.35 1.40 1.40 1.35 1.10 1.00

% Chg 0.0% 0.0% 0.0% -0.8% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 14.02 23.00 26.17 21.60 22.00 20.00 20.00 18.00 16.00 15.00 15.00
New 14.02 23.00 26.17 21.02 20.00 20.00 20.00 18.00 16.00 15.00 15.00

% Chg 0.0% 0.0% 0.0% -2.7% -9.1% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 22.72 28.93 15.42 15.70 18.14 18.14 15.88 15.88 15.88 15.88 15.88
New 22.72 28.93 15.42 11.72 10.21 11.34 12.47 13.61 13.61 13.61 13.61

% Chg 0.0% 0.0% 0.0% -25.3% -43.8% -37.5% -21.4% -14.3% -14.3% -14.3% -14.3%
Gold and PGM's - US$/oz

Previous 1,800 1,805 1,943 2,290 2,350 2,200 2,100 2,100 2,100 2,100 2,100
New 1,800 1,805 1,943 2,380 2,663 2,538 2,438 2,338 2,300 2,300 2,300

% Chg 0.0% 0.0% 0.0% 3.9% 13.3% 15.3% 16.1% 11.3% 9.5% 9.5% 9.5%

Previous 1,093 963 968 973 1,100 1,200 1,300 1,400 1,400 1,400 800
New 1,093 963 968 964 1,050 1,200 1,300 1,400 1,400 1,400 800

% Chg 0.0% 0.0% 0.0% -0.9% -4.5% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 2,400 2,107 1,344 1,026 1,100 1,150 1,200 1,100 1,000 1,000 800
New 2,400 2,107 1,344 981 1,075 1,150 1,200 1,100 1,000 1,000 800

% Chg 0.0% 0.0% 0.0% -4.4% -2.3% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Lithium - US$/t

Previous 14,112 59,632 44,784 13,143 14,204 16,185 18,166 18,166 18,166 18,166 18,166
New 14,112 59,632 44,784 12,411 12,368 13,520 15,364 16,593 16,593 16,593 16,593

% Chg 0.0% 0.0% 0.0% -5.6% -12.9% -16.5% -15.4% -8.7% -8.7% -8.7% -8.7%

Previous 16,763 67,068 50,728 11,988 13,539 15,422 17,304 17,304 17,304 17,304 17,304
New 16,763 67,068 50,728 11,679 11,907 13,290 15,364 16,593 16,593 16,593 16,593

% Chg 0.0% 0.0% 0.0% -2.6% -12.1% -13.8% -11.2% -4.1% -4.1% -4.1% -4.1%

Previous 943 4,353 3,698 1,062 1,100 1,250 1,400 1,400 1,400 1,400 1,400
New 943 4,353 3,698 1,008 938 1,250 1,250 1,250 1,250 1,250 1,250

% Chg 0.0% 0.0% 0.0% -5.2% -14.8% 0.0% -10.7% -10.7% -10.7% -10.7% -10.7%
Coal - US$/t

Previous 217 358 290 267 260 240 225 225 225 225 225
New 217 358 290 249 260 240 225 225 225 225 225

% Chg 0.0% 0.0% 0.0% -6.8% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Previous 136 357 174 133 116 100 100 100 100 100 100
New 136 357 174 135 120 110 100 100 100 100 100

% Chg 0.0% 0.0% 0.0% 1.9% 3.2% 10.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Uranium - US$/lb

Previous 35 50 60 90 108 105 90 75 65 65 65
New 35 50 60 87 93 100 90 75 65 65 65

% Chg 0.0% 0.0% 0.0% -3.6% -14.0% -4.8% 0.0% 0.0% 0.0% 0.0% 0.0%
Rare Earths - US$/lb

Previous 69 109 66 56 75 85 90 90 90 90 90
New 69 109 66 56 75 85 90 90 90 90 90

% Chg 0.0% 0.0% 0.0% -0.7% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
NdPr Oxide 50

Uranium 95

Australian thermal coal 139

Australian hard coking coal 222

Spodumene Concentrate (6%) 800

Lithium Hydroxide 9,925

Lithium Carbonate 10,800

Palladium 997

Platinum 993

Gold 2,657

Cobalt 10.97

Molybdenum 20.00

Zinc 1.42

Nickel 8.13

Lead 0.95

Copper 4.44

Aluminium 1.20

Iron Ore Lump (62% Fe) 149.33

Iron Ore Fines (62% Fe) 128.18

Source: FactSet, Jefferies
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(FY Mar) 2023A 2024A 2025E

EBITDA (MM) 527.1 864.1 941.3

EV/EBITDA 46.1x 28.1x 25.8x

Rev. (MM) 1,845.1 3,242.5 3,576.7

EV/Rev 13.2x 7.5x 6.8x

Intersection of AI Data Centres and
Renewable Energy; Initiate at Buy
We initiate coverage on IFT with a Buy rating. IFT is exposed to secular
growth in data consumption, AI, and renewable energy. CDC and Longroad
are set to grow significantly over the next 2-3 years, providing substantial
upside to NAV, while cash flow from mature assets helps to fund capex
requirements of growth projects. Trading on 16x EV/EBITDA, IFT is not
expensive relative to its peer group.

Exposed to high growth assets. CDC (33% of valuation) is set to become the largest data
centre operator in Australia over the next decade. We forecast CDC's EBITDA to grow at 37%
CAGR in FY24-27E. It is in advanced negotiations for 400MW+ of hyperscale capacity in the
near term, while maintaining its foothold on Federal Government contracts. For Longroad
Energy (14% of val'n), we expect renewable PPA prices in the US to continue to rise given
limited availability of power and increasing demand from data centre operators. Longroad
is on-track to deliver ~1.5GW of additional generation capacity each year, and we forecast
EBITDA to grow 30% CAGR FY24-27E. We expect the IRA, which allows Longroad to generate
higher returns through tax equity, will be upheld even if the Republicans come into power.

Mature assets are still doing well. One NZ (24% of val'n) provides the biggest contribution
to EBITDA, and we expect margin expansion to continue, driven by efficiency programs, price
increases in mobile, and transition of prepaid to postpaid connections. Regulatory risks at
Wellington Airport are now behind us following the conclusion of PSE5. Manawa Energy
is benefiting from higher spot prices, and the company continues to increase its hydro
generation capacity.

Reasonable fees to Morrison. We believe the fees charged by Morrison & Co to manage IFT's
assets (~0.8-1.0% of NZ-based assets, and 20% above a 12% hurdle for non-NZ assets) are
pretty common among infrastructure private equity firms. Disclosure has improved, and we
note the incentive fees have adjustments for underperformance (<12%) and are payable over
3 years, during which the corresponding asset values may not decline.

CDC and Longroad the main valuation delta. The main areas of divergence between our
valuation and that of independent valuers are CDC, Longroad and Wellington Airport. For CDC,
we apply an EV/EBITDA multiple of 35x vs NXT 38x, which is conservative given its stronger
growth profile and longer term contracts. Longroad is still quite early in its development
stage so there are inherent risks with the assets, but we are comfortable with the demand
and pricing profile in the US. Wellington Airport is currently undervalued by the independent
valuers, and we applied 16x EV/EBITDA, a significant discount to AIA at 20x. At the group level,
IFT is currently trading on 16x adjusted EV/EBITDA NTM, lower than well-established tech
companies on >20x.

INITIATING COVERAGE

RATING BUY

PRICE NZD10.53^

PRICE TARGET | % TO PT NZD13.10 | +24%

52W HIGH-LOW NZD11.74 - NZD9.72

FLOAT (%) | ADV MM (USD) 89.6% | 6.20

MARKET CAP 10.2B | $6.0B

TICKER IFT NZ

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

 
 

TICKER IFT AU

PRICE AUD9.65^

PRICE TARGET | % TO PT AUD11.90 | +23%

CHANGE TO JEFe JEF vs CONS

2025 2026 2025 2026

REV* NA NA +3% NA

EPS NA NA -100% NA

2025 (NZD) 1Half 2Half FY

EPS 0.04 (0.17) (0.13)

PREV

*Rev. (MM)

.
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(FY Jun) 2024A 2025E 2026E 2027E

Rev. (MM) 220.6 248.4 292.7 347.6

EBITDA (MM) 64.4 78.6 101.6 132.7

Net Profit 13.6 11.5 21.2 36.9

EPS 0.04 0.04 0.07 0.11

You Are the One, Neo: Initiate at Buy
Nuix had a rocky start on the ASX, fraught with forecast downgrades, legal
issues and questions over board and management. Some legal overhang
remains, but we think most issues have been addressed. Though still early
days, management have started to rebuild investor confidence, providing
guidance upgrades during FY24. In FY24 Nuix introduced Neo, which we
think will be the key driver of the company's next leg of growth. Initiate at
Buy with PT of A$6.1.

Nuix is a provider of investigative analytics and intelligence software, that helps customers
collect, process and review massive amounts of structured and unstructured data, making it
searchable and actionable at scale and speed, and with forensic accuracy.

• Neo is the One: (Nuix) Neo resets commercial relationships with both new and
existing customers. In our view Neo has two key differentiators: 1) Transition from
a traditional component offering to a unified platform; 2) A consumption-based
subscription model. Neo's unified platform reduces hurdles to adoption while providing
faster implementation times. A consumption model will drive greater growth whilst
also addressing cannibalisation of Nuix's revenue model from consultants' use of
subscription/perpetual licences. We forecast for Neo to contribute 18% of total ACV by
FY27e.

• Consumption-based model transition: We forecast for global data generation to grow at
a 23% CAGR beyond 2030. This will be a tailwind for consumption licence fees. Driven
by Neo, we forecast for consumption licence revenues to see 2024-32e revenue CAGR
of 33% vs. ex-consumption licence revenues of 12%.

• Cash flow positive: Nuix turned free cash flow positive in FY24 generating A$11.9m of
(reported) free cash flow vs. -A$12.9m loss in the prior year. Despite guiding for a lifting
in R&D investment, the company has committed to continue to be cash flow positive on
an underlying basis in FY25e.

• Regulatory Overhang: we think the resolution of class action is likely to take several
years. Nuix has insurance for the class action but has not disclosed the amount. We
currently assume that legal costs will continue into perpetuity. The removal of such costs
in our financial model would have a ~5% positive impact on our DCF valuation.

Earnings and PT: Our FY25-27e revenue estimates are 2-6% ahead of consensus, and
underlying EBITDA 6-21% ahead. Our stronger than street estimates are driven by faster
growth in Neo and in-turn consumption licence revenues. PT of A$6.1 based on DCF.

Recommendation: We initiate on Nuix with a Buy rating. In our view the company is still in
the early stages of a re-rating cycle trading at ~IPO valuations. Management credibility is still
in doubt, but will continue to improve as Neo ramps and medium-term growth strategy is
realised.

INITIATING COVERAGE

RATING BUY

PRICE AUD4.76^

PRICE TARGET | % TO PT AUD6.10 | +28%

52W HIGH-LOW AUD5.00 - AUD1.33

FLOAT (%) | ADV MM (USD) 85.1% | 6.16

MARKET CAP AUD1.6B | AUD1.6B

TICKER NXL AU

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

 

CHANGE TO JEFe JEF vs CONS

2025 2026 2025 2026

REV* NA NA NA NA

EPS NA NA NA NA

2025 (AUD) 1Half 2Half FY

EPS 0.01 0.03 0.04

PREV

*Rev. (MM)

Chart 1 - Nuix ACV contribution

.
Source: Jefferies, Company data

Chart 2 - Nuix License revenue CAGR

.
Source: Jefferies, Company data
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(FY Mar) 2023A 2024A 2025E

EBITDA (MM) 527.1 864.1 941.3

EV/EBITDA 46.1x 28.1x 25.8x

Rev. (MM) 1,845.1 3,242.5 3,576.7

EV/Rev 13.2x 7.5x 6.8x

Intersection of AI Data Centres and
Renewable Energy; Initiate at Buy
We initiate coverage on IFT with a Buy rating. IFT is exposed to secular
growth in data consumption, AI, and renewable energy. CDC and Longroad
are set to grow significantly over the next 2-3 years, providing substantial
upside to NAV, while cash flow from mature assets helps to fund capex
requirements of growth projects. Trading on 16x EV/EBITDA, IFT is not
expensive relative to its peer group.

Exposed to high growth assets. CDC (33% of valuation) is set to become the largest data
centre operator in Australia over the next decade. We forecast CDC's EBITDA to grow at 37%
CAGR in FY24-27E. It is in advanced negotiations for 400MW+ of hyperscale capacity in the
near term, while maintaining its foothold on Federal Government contracts. For Longroad
Energy (14% of val'n), we expect renewable PPA prices in the US to continue to rise given
limited availability of power and increasing demand from data centre operators. Longroad
is on-track to deliver ~1.5GW of additional generation capacity each year, and we forecast
EBITDA to grow 30% CAGR FY24-27E. We expect the IRA, which allows Longroad to generate
higher returns through tax equity, will be upheld even if the Republicans come into power.

Mature assets are still doing well. One NZ (24% of val'n) provides the biggest contribution
to EBITDA, and we expect margin expansion to continue, driven by efficiency programs, price
increases in mobile, and transition of prepaid to postpaid connections. Regulatory risks at
Wellington Airport are now behind us following the conclusion of PSE5. Manawa Energy
is benefiting from higher spot prices, and the company continues to increase its hydro
generation capacity.

Reasonable fees to Morrison. We believe the fees charged by Morrison & Co to manage IFT's
assets (~0.8-1.0% of NZ-based assets, and 20% above a 12% hurdle for non-NZ assets) are
pretty common among infrastructure private equity firms. Disclosure has improved, and we
note the incentive fees have adjustments for underperformance (<12%) and are payable over
3 years, during which the corresponding asset values may not decline.

CDC and Longroad the main valuation delta. The main areas of divergence between our
valuation and that of independent valuers are CDC, Longroad and Wellington Airport. For CDC,
we apply an EV/EBITDA multiple of 35x vs NXT 38x, which is conservative given its stronger
growth profile and longer term contracts. Longroad is still quite early in its development
stage so there are inherent risks with the assets, but we are comfortable with the demand
and pricing profile in the US. Wellington Airport is currently undervalued by the independent
valuers, and we applied 16x EV/EBITDA, a significant discount to AIA at 20x. At the group level,
IFT is currently trading on 16x adjusted EV/EBITDA NTM, lower than well-established tech
companies on >20x.

INITIATING COVERAGE

RATING BUY

PRICE NZD10.53^

PRICE TARGET | % TO PT NZD13.10 | +24%

52W HIGH-LOW NZD11.74 - NZD9.72

FLOAT (%) | ADV MM (USD) 89.6% | 6.20

MARKET CAP 10.2B | $6.0B

TICKER IFT NZ

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

 
 

TICKER IFT AU

PRICE AUD9.65^

PRICE TARGET | % TO PT AUD11.90 | +23%

CHANGE TO JEFe JEF vs CONS

2025 2026 2025 2026

REV* NA NA +3% NA

EPS NA NA -100% NA

2025 (NZD) 1Half 2Half FY

EPS 0.04 (0.17) (0.13)

PREV

*Rev. (MM)

.
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(FY Jun) 2024A 2025E 2026E 2027E

Rev. (MM) 21,939.0 22,973.3 24,111.3 25,725.8

EV/Rev 0.7x 0.6x 0.6x 0.6x

EV/EBITDA 3.6x 3.2x 2.8x 2.7x

FY P/E 9.0x 7.3x 6.2x 5.6x

Reassessing Fair Value, TP to $10.53, Buy.
With Qantas now widely expected to return to dividend paying status in
1H25, we expect a key platform to the re-rate of Qantas will be clearer to
the market inside the next 4 months. While there is earnings upside from oil
remaining at current levels, we see the delivery of forecast earnings and a
dividend as supportive of a re-rate back to, and ultimately above, historical
trading levels. We increase our TP to $10.53 (from $7.98), and retain a Buy
rating.

Domestic market remains profitable, but again a focus during re-fleet: While domestic traffic
numbers are now largely back to pre-Covid levels, pricing remains rational, a necessity we
think to fund the re-fleeting of domestic aircraft across all players. While Qantas mainline's
domestic airfares and charges (revenue/pax) have increased below inflation over the last 10
years, we expect airfare pricing will grow inline with inflation levels going forward.

International demand: While Qantas is still expected to add significant capacity over the
next 6 months, this is expected to be supported by ongoing demand as fares fall. Qantas
International continues to report strong inbound and outbound loads on key international
routes, highlighting ongoing demand as pricing normalises.

AGM Friday 25 October: Despite the market reaction to updates from Flight Centre and
WEB, we expect commentary at Qantas' AGM is likely to highlight demand remaining steady.
International fares are in decline, and Domestic fares are expected to increase in FY25, albeit
at a lower level, given the move in oil pricing is expected to lower RASK growth.

Changes to the earnings: We expect demand to have remained stable following the release of
FY24 results, however the price of fuel has trended lower allowing for more discounting and
investment into customer service. Management's fuel price guidance of $2.7bn for 1H25 is
based on consumption of 15.6mn barrels at SingJet price of A$150 on 1 August. Our earnings
changes reflect an update on fuel pricing for 1H25 ($2.51bn), lowered RASK expectations
and higher customer service CASK. We expect the fines from the layoffs of 1,700 staff have
already been provided for, but do now include $200mn in 2H25 cash outflows. The average
EPS increase to our FY25-27 forecasts is +1.6%.

No material re-rate, yet: We continue to expect Qantas to re-rate to a higher PE as the market
focuses on the return of dividends at a reasonable yield (>4%). The recent share price rally
is, however, seen more of a function of the rebound of share prices of US airlines, and the
strength of the wider market. Historically, Qantas has traded at an average discount of around
33.3% (CY05-07 24.4%, CY17-19 42.2%) during periods when the business was delivering solid
earnings and paying dividends to shareholders. While we would argue the business is in a
stronger position relative to the periods of CY05-07 and CY17-19, we do expect the business
can initially re-rate to a PE of 9.6x, or a 48% discount to the current market PE.

TARGET |  ESTIMATE CHANGE

RATING BUY

PRICE AUD7.52^

PRICE TARGET | % TO PT
 AUD10.53 (AUD7.98) |

+40%

52W HIGH-LOW AUD7.65 - AUD4.69

FLOAT (%) | ADV MM (USD) 98.8% | 33.59

MARKET CAP AUD11.8B | $7.9B

TICKER QAN AU

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

 

CHANGE TO JEFe JEF vs CONS

2025 2026 2025 2026

REV <-1% NM -2% -1%

EPS +1% <1% +3% +11%

2025 (AUD) 1Half 2Half FY

EPS  0.65 0.38  1.03

PREV 0.64 1.02

Figure 1 - Qantas Key Financials

.

A$mn FY25E FY26E FY27E
Sales 22,973 24,111 25,726 
EBITDA 4,545   5,060   5,358   
PBT 2,236   2,544   2,708   
NPAT 1,570   1,785   1,900   
Adj. EPS (cps) 103.1   121.9   135.2   
PE (x) 7.2       6.1       5.5       
Adj. EV / EBITDAR (x) 3.6       3.3       3.1       
Dividend yield 4.1% 5.4% 7.0%

Source: Company data, Jefferies

Figure 2 - Qantas PE relative to ASX 200
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(FY Jun) 2024A 2025E 2026E 2027E

Rev. (MM) 21,939.0 22,973.3 24,111.3 25,725.8

EV/Rev 0.7x 0.6x 0.6x 0.6x

EV/EBITDA 3.6x 3.2x 2.8x 2.7x

FY P/E 9.0x 7.3x 6.2x 5.6x

Reassessing Fair Value, TP to $10.53, Buy.
With Qantas now widely expected to return to dividend paying status in
1H25, we expect a key platform to the re-rate of Qantas will be clearer to
the market inside the next 4 months. While there is earnings upside from oil
remaining at current levels, we see the delivery of forecast earnings and a
dividend as supportive of a re-rate back to, and ultimately above, historical
trading levels. We increase our TP to $10.53 (from $7.98), and retain a Buy
rating.

Domestic market remains profitable, but again a focus during re-fleet: While domestic traffic
numbers are now largely back to pre-Covid levels, pricing remains rational, a necessity we
think to fund the re-fleeting of domestic aircraft across all players. While Qantas mainline's
domestic airfares and charges (revenue/pax) have increased below inflation over the last 10
years, we expect airfare pricing will grow inline with inflation levels going forward.

International demand: While Qantas is still expected to add significant capacity over the
next 6 months, this is expected to be supported by ongoing demand as fares fall. Qantas
International continues to report strong inbound and outbound loads on key international
routes, highlighting ongoing demand as pricing normalises.

AGM Friday 25 October: Despite the market reaction to updates from Flight Centre and
WEB, we expect commentary at Qantas' AGM is likely to highlight demand remaining steady.
International fares are in decline, and Domestic fares are expected to increase in FY25, albeit
at a lower level, given the move in oil pricing is expected to lower RASK growth.

Changes to the earnings: We expect demand to have remained stable following the release of
FY24 results, however the price of fuel has trended lower allowing for more discounting and
investment into customer service. Management's fuel price guidance of $2.7bn for 1H25 is
based on consumption of 15.6mn barrels at SingJet price of A$150 on 1 August. Our earnings
changes reflect an update on fuel pricing for 1H25 ($2.51bn), lowered RASK expectations
and higher customer service CASK. We expect the fines from the layoffs of 1,700 staff have
already been provided for, but do now include $200mn in 2H25 cash outflows. The average
EPS increase to our FY25-27 forecasts is +1.6%.

No material re-rate, yet: We continue to expect Qantas to re-rate to a higher PE as the market
focuses on the return of dividends at a reasonable yield (>4%). The recent share price rally
is, however, seen more of a function of the rebound of share prices of US airlines, and the
strength of the wider market. Historically, Qantas has traded at an average discount of around
33.3% (CY05-07 24.4%, CY17-19 42.2%) during periods when the business was delivering solid
earnings and paying dividends to shareholders. While we would argue the business is in a
stronger position relative to the periods of CY05-07 and CY17-19, we do expect the business
can initially re-rate to a PE of 9.6x, or a 48% discount to the current market PE.

TARGET |  ESTIMATE CHANGE

RATING BUY

PRICE AUD7.52^

PRICE TARGET | % TO PT
 AUD10.53 (AUD7.98) |

+40%

52W HIGH-LOW AUD7.65 - AUD4.69

FLOAT (%) | ADV MM (USD) 98.8% | 33.59

MARKET CAP AUD11.8B | $7.9B

TICKER QAN AU

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

 

CHANGE TO JEFe JEF vs CONS

2025 2026 2025 2026

REV <-1% NM -2% -1%

EPS +1% <1% +3% +11%

2025 (AUD) 1Half 2Half FY

EPS  0.65 0.38  1.03

PREV 0.64 1.02

Figure 1 - Qantas Key Financials

.

A$mn FY25E FY26E FY27E
Sales 22,973 24,111 25,726 
EBITDA 4,545   5,060   5,358   
PBT 2,236   2,544   2,708   
NPAT 1,570   1,785   1,900   
Adj. EPS (cps) 103.1   121.9   135.2   
PE (x) 7.2       6.1       5.5       
Adj. EV / EBITDAR (x) 3.6       3.3       3.1       
Dividend yield 4.1% 5.4% 7.0%

Source: Company data, Jefferies

Figure 2 - Qantas PE relative to ASX 200
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