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Elders Ltd (ELD)

Mooving

Cattle prices becoming a tailwind

The onset of the northern wet season has seen a material +20% rally in the EYCI
CYTD. Encouragingly the rally in the cattle price has been against the backdrop of
modestly higher slaughter volumes (to which ELD is historically more correlated), up
+2% YQY in Jan’19 (and +11% YOY FYTD), though softer saleyard throughput.
Despite the recent rally, the EYCI continues to trade at an elevated discount to
US90CL pricing, at ~3x its historical average. Elevated processor margins combined
with the prospect of re-stockers entering the market, will in our view drive a continued
rally in the EYCI, noting that in the 2014-16 cycle, the EYCI moved from a discount to
a premium to US90CL.

Based on the latest NLRS, livelink and ABS data we estimate strong 1Q20 trends in
livestock markets, with the value of cattle turned off up ~12% YQOY and the value of
ovine turned off up ~16% YOY. A higher number of cattle head turned off has
mitigated lighter carcass weights, with ovine prices also mitigating softer head count.

No change to estimates

We have made no changes to our earnings forecasts, but have raised our target price
to $8.65ps (pre. $8.15ps) on model roll forward and in part reflecting the tailwind we
see emerging in livestock markets over 2H20e-FY21e.

Investment view: buy rating retained

Our FY20e forecasts assume a normal winter cropping season, a 10 month
contribution of AIRR and continued transition of the ag-chem business to Titan. Rain is
the earnings catalyst for ELD, with the benefits that naturally flow through to the rural
merchandise, livestock agency and StockCo businesses. We estimate ProForma
EBITDA of $130-140m in normalised seasonal conditions, which implies ELD is trading
at 10.0-10.8x EBITDA, prior to adjusting for tax losses. This compares to its two year
average forward multiple of 11.3x. With valuation undemanding on a ProForma
normalised basis and cattle prices becoming a tailwind and potential upgrade driver in
2H20-FY21e, we retain our Buy rating.

Earnings Forecast

Year end September 2019 2020e 2021e 2022e
510.0 Sales ($m) 1675.7 2108.0 2372.0 24615
$8.0 % Y, EBITDA ($m) 78.7 1033 140.6 150.5
- "V- ' NPAT (adjusted) ($m) 63.6 86.5 120.7 130.6
$6.0 NPAT (reported) ($m) 68.9 86.5 120.7 130.6
$4.0 EPS (adjusted) (cps) 51.8 56.0 76.6 83.0
EPS growth (%) 5) 8.2 36.8 8.2
$2.0 PER (x) 14.9 13.8 10.1 9.3
<00 . . . | FCF Yield (%) 13 12 6.8 6.4
Feb 18 Aug 18 Feb 19 Aug19 Feb 20 BV/EBITDA (x) 160 122 9.0 8.4
Dividend (¢ps) 18.0 20.0 25.0 30.0
—tELD S&P 300 Rebased Franking (%) 100.0 100.0 100.0 100.0
Yield (%) 23 26 3.2 39
ROE (%) 12.9 153 186 17.9
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
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| | | |
Livestock drivers
Figure 2 — 1Q20 Ovine turnoff down 2% YOY, down 5% YOY R12M
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Figure 3 — YTD EYCI up +2% YOY, spot price up +22% YOY Figure 4 — YTD lamb up +8% YOY and mutton up +37% YOY
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Figure 5 — US90CL meat prices up +24% YOY in AUD terms. Figure 6 — EYCI discount to US90CL at 3.3x historical average.
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Table 1 - Financial summary

Year end Sep 2016 2017 2018 2019 2020e  2021e  2022¢ |Rafng
Profit & Loss (A$m) Share price ($ps)

Sales revenue 14214 16079 16286 16757 21080 23720 24615 |Targetprice ($ps) $8.65
... Change 35%  131% 1.3% 29%  258%  125% 3.8% |Shares on issue (m)* 155.7
EBITDA 59.8 746 794 87 1033 140.6 1505  [Marketcap (§m) 1201.8
Deprec. & amort (3.6) (4.1) (4.8) (5.1) (6.0) (6.1) (6.1)  [Enterprise Value ($m) 1262.5
EBIT 56.2 704 74.6 736 973 1345 1444 *Enterprise value refects AIRR adj. FY19 netdebt ofisetby NPV available fax losses.
Interestexpense (94) (73) (6.9) (1.7) (7110 (8.6) (8.5)  *Share on issue and market cap includes issue for AIRR
Pre-tax proft 46.8 632 67.7 65.9 89.6 125.9 1358  Yearend Sep 2016 2017 2018 2019 2020e  2021e 2022
Tax expense (29 (29) (7 (05) (15) (26) VX I Valuation Ratios
.. faxrate 6% 5% 2% 1% 2% 2% 2%  Adjused EPS (¢ps) 445 506 542 518 56.0 766 83.0
Minorifes (27) (26) (24) (18) (1.5) (26) (26)  Change (%) 21%  138% T4%  -45% 82%  36.8% 8.2%
Net Profit 41.2 51.7 63.7 63.6 865 1207 1306  Adjuskd PE(x) 173 15.2 14.2 149 138 10.1 93
Hyrbid coupon payments - - - - - - EVIEBITDA (x) 211 16.9 15.9 16.0 122 9.0 84
Core NPAT 4.2 517 63.7 63.6 86.5 120.7 1306  EVIEBIT (x) 25 17.9 16.9 172 130 94 8.7
Abs. & extras. 104 583 79 53 - - -
Reported Profit 516 1160 7.6 689 865 1207 1306  NTA(Sps) 155 163 1.92 269 292 344 397
PINTA (x) 4.99 473 402 2871 264 224 1.94
Book Value (Sps) 164 226 266 348 384 4T 4TS
EBITDA 59.8 746 794 787 1033 1406 1505  Price/Book (x) 47 341 290 222 212 1.85 1.64
Net Interest Expense (76) (71) (5.5) (68) (1) (82) (86)
Tax Paid (15) (35) (28) (34) (1.0) (tA)] (26) DPS(¢) - 15.0 18.0 18.0 200 20 300
Change in Wkg Capital 240 96 (674)  (502)  (445) (8.0)  (134) Payout(%) - 208%  332%  348%  3BT%  326%  36.2%
Other (26.1) 80  (15.9) (71) (35) (4.6) (46)  Yield (%) 0.0% 19%  23% 23%  26% 3.2% 3.9%
QOperating Cash Flow 487 816  (121) 1.2 465 178 113
Capex (6.0) (35) (49 37 (5.0) (5.0) (1) Performance Ratios
Div Paid (gross of DRP) - (258) (232) (268  (31.1)  (389) EBITDA/sales (%) 42%  46%  49% 47%  49% 5.9% 6.1%
Free Cash Flow 427 784 (42.1)  (15.7) 14.7 81.7 774  EBIT/sales (%) 40%  44%  46% 44%  46% 5.7% 5.9%
Acquisiions (199)  (427)  (346)  (417) (187.0)  (40.0)  (40.0) OCF Realisafion (%) 8%  142%  -19% 18% 54% 98% 93%
Disposals 15 45 03 30 - - - FCF Realisation (%) 104%  135%  -25% 12% 48% 93% 89%
Share lssues (incl DRP) 05 (459 - 1325 790 - - ROE (%) 24%  26%  207% 129%  153%  186%  17.9%
Other (55) (35) (18) 1.1 - - - ROIC (%) 216%  225%  179%  138%  145%  174%  177%
(Inc.) Idec. in net debt 500 (01 (181 792 (933) 417 374 Assettun (years) 1641 1803 1643 1535 1732 2294 2455
Capex/Depn (x) Toqee” 0sa” 08T o os” 08" 082
Inerest cover (x) 598 960 1081 986 1257 1562 1691
Cash & near cash 352 352 116 73 116 116 116 NetDebt/EBITDA (x) 144 128 218 1.20 1.82 1.04 0.72
Receivables 3813 3856 4448 4811 5692 6167 6400  Netdebtequity (%) 46% 37% 56% 19% 33% 22% 15%
Inventories 1457 1557 1803 1814 2319 2491 2585
Ohe SR Y YR VR VI
Current assets 5622 5765 6402 6703 8131 8778 9105  Retl 1263 1346 1490 1533 1831 2216 2286
Fixed assets 306 299 213 24 285 298 311 Agency 140.6 1543 1529 1504 1584 166.1 1773
Inangibles 104 720 811 1069 1069 1069 1069  Financial Services 262 35.1 33 334 347 3.0 373
Oter 88.1 1237 181.5 212.2 3135 347.7 3818  Network GP 29341 324.0 340.2 33741 376.2 423.7 443.2
Non current assets 1291 225.6 289.9 346.5 448.8 484.4 5198  Feed & Processing GP 145 15.5 15.0 15.0 15.1 15.5 15.6
Total assets 691.3 8022 9302 10167 12619 13622 14302 Rural Services GP 076 3395 3552 3/ 3912 4392 4588
Creditors 336 355 3719 3592 4532 5100 5292 Networkoverheads (2033)  (211.8)  (2255) (2283) (2429) (2526) (2612)
Borrowings 1213 1305 1840 1007 1981 1564 1190  Feed & Processing cost (107 (108 (82 @4 14 14 (14
Oter 438 492 470 42 B9 213 296  Corporate Overheads (374)  (467) (469 (428) (437)  (47)  (459)
Current liabilities 4966 5352 6029 5041 6753 6937 6779 EBIT 56.2 704 746 73.6 973 1345 1444
Borrowings - - 11 09 1.1 11 11 Costlo serve rafo (%) 81.7%  793%  790%  791%  751%  694%  68.5%
Other 8.2 9.3 1.7 18.8 18.8 18.8 18.8
Non current liabilities 8.2 9.3 18.7 19.7 199 199 199  Livesiock turnover ($m) 2899 2747 2911 3141 3269 3482
Total liabilities 5048 5445 6216 5238 6952 7136  697.8  Wool bales handled (000) 349 37 310 281 294 310
Net assets 1865 2577 3085 4929 5668 6485 7325
Share capital 14224 14223 14268 15624 16411 16411 16411
Hybrid Equity 368 - - - - - -
Reserves (291 (276) (60 (212 (212 (21 (212
Retained earnings (1246.1) (1,139.1) (1,094.0) (1,0435) (1,0483) (9665)  (8826)
Qutside equiy Interests 24 21 18 1.2 12 12 12
Siholders' funds 1865 2577 3085 4929 5668 6486 7325
Net Debt (Cash) 86.1 9.3 1734 %3 1875 1458 108.5

SOURCE: BELL POTTER SECURITIES ESTIMATES
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of
your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the
information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:

For Bell Potter's Research Coverage Decision Making Process and Research Independence Policy, please refer to our company website:

https:/www.bellpotter.com.au/topnavigation/private-clients/stockbroking/research

Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner
and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the
research report.
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