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Event

e Finbar is a prominent apartment developer in Perth; a city with significant housing
supply challenges, and has two large projects that will settle in 2024.

e The financial impact for Finbar is one of price (and therefore margin), available upon
settlement of those apartments not yet sold.

e Regardless we would expect a significant increase in profitability in 2024, the question
is how much.

e We explore some possibilities below:

Impact

e Finbar will have significant projects completing in 2024, and a significant increase in
profits is forecast, based on sales that have already been achieved to date, and
despite what could well be subdued GP consequent of construction cost increases.

e This is broadly the manner we have forecast earnings and dividends for 2024 and
2025.

e The possible alpha available in 2024 profit (beyond our forecast) is dependant on
sales rates and prices achieved on the sale and settlement of those apartments not
yet sold.

e Our maths suggests earnings that could support dividends of between 5c and 10c
per share, or implied yield of 7.5% and 15% (on a per annum basis) over the next
twelve months.

e Beyond this, in supporting earnings in 2025 and beyond, underlying price change
likely needs to accelerate to (ironically) justify the meaningful development of further
supply, and thus assist in solving the housing crisis; clearly there is a circular reference
in play here.

e Our hypothesis; Perth remains sufficiently affordable for renters to become buyers
and for investors to generate a satisfactory yield.

e In the end population growth (net migration) is the fundamental driver of demand,
and in the context of already short supply, the necessary price increases to return GP
to economically reasonable (historical) levels is on its way (see the body of this report
for evidence of now record levels of net migration into WA).

Action

e Buy, yielding between 7.5% and 15% over a circa twelve month period (depending on
sales timing) based on assumed subdued GP. Meanwhile NTA is $0.89.

e PT of $1.00 reprices our forecast 2025 dividend of 6¢ to 6% yield.

Catalysts

e Change in momentum around the sales cycle and a return to historical GP via
increased pricing, in turn allowing a rationalisation of the construction market.

e Dividends
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Finbar, Significant projects settling in 2024
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Income Statement 23 24 25

Sales 224 160.5 156.0
Other 11.8 9.0 9.0
Revenue 34.2 169.5 165.0
COGS -19.0 -136.4 -130.4
Operating costs -10.8 -11.0 -11.0
EBITDA 4.8 221 23.7
Depreciation -0.3 -0.3 -0.3
EBIT 4.5 21.8 23.4
Net Interest income/(expense) -1.3 -1.3 -1.3
Associates 0.8 0.8 0.8
EBT 39 213 22.8
Tax expense -0.8 -6.4 -6.9
Reported Earnings 31 14.9 16.0
Net Profit 31 14.9 16.0
Cash flow 23 24 25

Pretax profit 39 213 22.8
+ Depreciation & Amort 0.3 0.3 0.3
+ Provisions 0.0 0.0 0.0
+ Revaluation -04 0.0 0.0
+ Share of associates AT -0.8 0.0 0.0
- Tax Paid -2.8 -6.4 -6.9
Gross Cashflow 0.3 15.2 16.3
- Capital Expenditure -0.2 -0.2 -0.2
- Change in Working Capital -112.6 91.6 5.8
Operating Free Cashflow -112.5 106.6 21.9
- Dividends Paid -5.4 -13.9 -13.9
+/- Revaluation 0.3 0.3 03
- Acquisitions (Disposals) 0.0 0.0 0.0
- Dividends received 0.0 0.0 0.0
+ Equity issued 0.0 0.0 0.0
-Disposals 0.0 0.0 0.0
-Loans to Equity Acnt -5.6 0.0 0.0
+Proceeds from Equity Acnt 16.5 0.0 0.0
+/- Other 0.1 0.0 0.0
Net Cashflow -107.0 92.7 8.0
BoP Net Cash / (Debt) -52.0 -159.0 -66.2
(+/-) Net Cashflow -107.0 92.7 8.0
EoP Net Cash / (Debt) -159.0 -66.2 -58.2
Balance Sheet 23 24 25

Cash 18.2 20.8 28.8
Receivables 20.5 40.7 39.5
Inventories 1459 774 74.8
Other 2.8 2.8 2.8
Total current assets 187.4 141.7 145.9
Receivables 199 39.6 38.5
Inventories 1149 77.4 74.8
Property, plant and equipment 9.5 9.4 9.3
Equity accounted Inv. 18 1.8 18
Investment property 98.9 98.9 98.9
Deferred tax assets 8.1 8.1 8.1
Other 0.2 0.2 0.2
Total non current assets 253.2 2353 2314
Total assets 440.6 377.0 377.3
Payables 151 40.2 384
Interest bearing liabilties 162.3 62.0 62.0
Current tax payable 19 19 1.9
Provisions 0.8 0.8 0.8
Total current liabilites 180.1 104.9 103.1
Payables 0.3 0.7 0.7
Interest bearing liabilties 14.8 25.0 25.0
Non current tax liabilties 5.3 53 5.3
Provisions 0.0 0.0 0.0
Total non current liabilties 20.4 31.0 31.0
Total liabilties 200.5 135.9 134.1
Net Assets 240.1 241.1 243.2
Contributed equity 194.5 194.5 194.5
Reserves 0.2 0.2 0.2

PERFORMANCE RATIOS 23 24 25
Growth & Margins

Revenue Growth -63% 396% -3%
EBITDA Growth -69% 364% 7%
EBIT Growth -70% 388% 7%
Normalized Net Profit Growth -71% 375% 7%
EBITDA margin 14% 13% 14%
EBIT margin 13% 13% 14%
Normalized net profit margin 9% 9% 10%
Effective tax rate 21% 30% 30%
Liquidity

Capex/depreciation (x) 0.7 0.7 0.7
Current ratio (x) 1.0 14 14
Quick ratio (x) 2.6 15 1.8
Receivable days 335 93 93
Payable days 289 108 108
Risk Measures

Dividend Cover (x) 0.2 1.1 1.2
Payout ratio (%) 442% 93% 87%
Net interest cover (x) 34 16.8 18.0
Net debt/equity (%) 66% 27% 24%
Returns

ROIC 0.0 0.0 0.0
ROA 0.0 0.0 0.0
ROE 0.0 0.1 0.1
SHARE DATA/VALUATION 23 24 25
Share Data

Issued shares (m) 2721 272.1 272.1
Weighted ave shares (m) 2721 272.1 272.1
Fully diluted shares (m) 272.1 2721 2721
Basic EPS (A$) 1.2 5.5 5.9
YoY change (%) -71% 375% 7%
Fully diluted EPS (A$) 1.2 5.5 5.9
YoY change (%) -71% 375% 7%
Fully dil norm EPS (A$) 1.2 5.5 5.9
YoY change (%) -0.7 37 0.1
Dividend/share (A$) 2.0 5.5 6.0
Franking (%) 100% 100% 100%
Gross cashflow/share (A$) 0.1 5.6 6.0
NBV/share (A$) 88.2 88.6 894
NTA/Share (A$) 88.2 88.6 89.4
Valuation

PER (Basic) (x) 56.4 119 11.1
PER (Fully diluted) (x) 56.4 119 111
PER (Fully dil, norm) (x) 56.4 11.9 11.1
P/CFPS (x) 599.5 116 109
Price/NBV (x) 0.7 0.7 0.7
Price/NTA (x) 0.7 0.7 0.7
Dividend Yield (%) 3.1% 8.5% 9.2%
EV/EBITDA (x) 70.5 15.2 14.2
EV/EBIT (x) 75.3 154 144
EV/Revenue (x) 9.8 2.0 2.0
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Figure 1: Project contribution - backward engineered from presales and construction time tables

PROJECT SUMMARY
Project 2024 2025 2026
AT 238 Unsold (3m) 44
Total revenue 18 18 g8
FRI Share 50% 50% 50%
FRI Revenue 9 9 4
GP 10% 10% 10%
Contribution 0.9 0.9 04
Project 2024 2025 2026
Civic Total value 428
Total revenue® 250 150 278
FRI Share 53% h3% 3%
FRI Revenue 131 79 15
GP 15% 15% 15%
Contribution 19.7 11.8 2.2
Project 2024 2025 2026
Aurora  Total value 146
Total revenue™ 60 60 26
FRI Share 50% 50% 50%
FRI Revenue a0 30 13
GP 15% 15% 158%
Contribution 45 45 2.0
Project 2024 2025 2026
Paint Total value 1056.5
Total revenue™* 0 75 305
FRI Share 65% 65% 65%
FRI Revenue 0 48.75 19.825
GP 15% 15% 15%
Contribution 0.0 7.3 3.0
Project 2024 2025 2026
Gardens Total value 256
Total revenue™** 0 a 256
FRI Share 50% 50% 50%
FRI Revenue ] a 128
GP 15% 15% 18%
Contribution 0.0 0.0 23.0
Totals
FRI revenue 170 167 179
FRI Contribution 281 245 306
Rent 9 9 9
Admin -11 -11 -1
EBITDA 231 225 28.6

* $236 is already sold
** 555 is already sold
*= $75m is already sold
**** $96m already sold

Source: EH - won't tie out to our official forecasts exactly - backward engineered to be indicative only

e We have assumed 15% GP; 20% would be a reasonable historical target.
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Net migration is as follows:

Figure 2: Net migration beyond previous record levels

WA Net Migration - Quarterly
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Source: ABS

e We continue to believe Perth is in fundamental under supply.

e A modest increase in prices is required to begin the alleviation of the problem and FRI
is well placed to benefit.

e Buy

Euroz Hartleys Limited. All information and advice is confidential and for the private information of the person to whom it is provided and is provided without any responsibility or
liability on any account whatsoever on the part of Euroz Hartleys Limited or any member or employee thereof. Refer to full disclaimer at the end of this document.
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Personal disclosures

We hereby certify that all of the views expressed in this report accurately reflect our personal views about the subject company or companies and its or their securities, and we are
not in possession of, nor does this Research contain any inside information.

No part of our compensation was, is or will be directly or indirectly, related to the specific recommendations or views expressed by the authoring analyst in this research, nor has any
attempt been made to influence this Research.

Company disclosures

The companies and securities mentioned in this report, include:
Finbar Group Limited (FRLASX) | Price A$0.65 | Target price A$1.00 | Recommendation Buy;

Price, target price and rating as at 27 September 2023 (* not covered)

Other disclosures, disclaimers and certificates

Copyright & Distribution
The material contained in this communication (and all attachments) is prepared for the exclusive use of clients of Euroz Hartleys Limited (ACN 104 195 057) only.
Euroz Hartleys Limited is the holder of an Australian Financial Services Licence (AFSL 230052) and is a participant of the Australian Securities Exchange Group.

The information contained herein is confidential. If you are not the intended recipient no confidentiality is lost by your receipt of it. Please delete and destroy all copies, and contact
Euroz Hartleys Limited on (+618) 9488 1400. You should not use, copy, disclose or distribute this information without the express written authority of Euroz Hartleys Limited.

Disclaimer & Disclosure

Euroz Hartleys Limited, and their associates declare that they deal in securities as part of their securities business and consequently may have an interest in the securities
recommended herein (if any). This may include providing equity capital market services to the issuing company, hold a position in the securities, trading as principal or agent and as
such may effect transactions not consistent with the recommendation (if any) in this report.

You should not act on any recommendation issued by Euroz Hartleys Limited without first consulting your investment adviser in order to ascertain whether the recommendation (if
any) is appropriate, having regard to your objectives, financial situation and needs. Nothing in this report shall be construed as a solicitation to buy or sell a security, or to engage in
or refrain from engaging in any transaction.

Euroz Hartleys Limited believes that the information and advice contained herein is correct at the time of compilation, however we make no representation or warranty that it is
accurate, complete, reliable or up to date, nor do we accept any obligation to correct or update the opinions in it. The opinions expressed are subject to change without notice. No
member of Euroz Hartleys Limited accepts any liability whatsoever for any direct, indirect, consequential or other loss arising from any use of this material.

We cannot guarantee that the integrity of this communication has been maintained, is free from errors, virus interception or interference. The author of this publication, Euroz
Hartleys Limited, it's directors and their associates from time to time may hold shares in the security/securities mentioned in this Research document and therefore may benefit from
any increase in the price of those securities. Euroz Hartleys Limited, and its Advisers may earn brokerage, fees, commissions, other benefits or advantages as a result of transactions
arising from any advice mentioned in publications to clients.



