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Turners Automotive Group Ltd
Steering Through 1H24 Drives Growth
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Turners Automotive Group's (TRA) 1H24 result reflects a robust performance across its core business segments, with solid
growth in revenue and profitability. Profit Before Tax (PBT) grew +10% to NZ$25.7m, assisted by a +16% lift in total
revenue to NZ$214.2m. Growth was underpinned by a strong showing in the Auto Retail division, and resilient
performances in the Insurance segment (despite macroeconomic challenges) and Credit Management. This was partially
offset by a weak period for Finance as net interest margin (NIM) contracted due to the speed of the interest rate hiking
cycle. The result indicates strategic success in Auto Retail network expansion, the effective ‘Tina from Turners’ brand
development, margin expansion with more owned car sales, and its vehicle sourcing strategy; positioning the company well
for sustained growth. TRA reaffirmed guidance that FY24 PBT would be above FY23 (NZ$45.5m) and we marginally lift our
estimate to NZ$48.2m. Our blended spot valuation rises +4% to NZ$4.31.

NZX Code TRA Financials: Mar/ 23A 24E 25E 26E Valuation (x) 23A 24E 25E 26E
Share price NZ$4.58 Rev (NZ$m) 335.8 364.1 384.1 400.4 PE 123 115 106 9.9
Spot Valuation NZ$4.31 (from 4.16) NPAT* (NZ$m) 326 347 37.7 406 EV/EBIT 64.7 464 37.7 332
Risk rating Medium EPS* (NZc) 37.1 397 431 464 EV/EBITDA 32.6 259 227 202
Issued shares 87.4m DPS (NZc) 230 250 270 290 Price /NTA 3.8 3.4 3.0 2.7
Market cap NZ$400m Imputation (%) 100 100 100 100 Cash divyld (%) 5.0 55 5.9 6.3
Avg daily turnover 28.7k (NZ$105k) *Based on normalised profits Gross div yld (%) 7.0 7.6 8.2 8.8
What's changed?

= Earnings: Our FY24/FY25/FY26 PBT estimates rise +1%, +2%, and +4% respectively to NZ$48.2m, NZ$52.3m, and NZ$56.4m.
= Dividend: We adjust our dividend track across FY24/FY25/FY26 to 25/27/29cps respectively.
= Spot valuation: Our spot valuation lifts +15cps to NZ$4.31.

Navigating market volatility with strategic agility — Auto Retail stands out

The Auto Retail division's performance is the key highlight of the 1H24 result. TRA's used car volumes exceeded expectations, helping
margins, and saw growth in market share in the used car segment (9%-10% share). TRA attributes this to its agile approach to vehicle
sourcing and its expansion strategy, including enhancing the retail network footprint. Nelson and Rotorua have opened over the last
year, Timaru has just opened, the Napier (expansion) site opens in January 2024, and three new sites are planned for FY25.

Finance division close to a profit trough

The Finance division faced ‘significant headwinds’ due to the rising interest rate environment, leading to a contraction in NIM and
impacting consumer borrowing and spending patterns. A margin turnaround is expected as interest rates peak and decline in future
periods. TRA's focus on customer-centric products and a lift in high-credit loans are critical for driving long-term sustainable growth.

Strategy creates competitive advantage

In a tough operating environment TRA's strategy has emphasised: 1) the data analytics opportunity, 2) a push for more owned
vehicles, 3) new site and retail optimisation, 4) a higher attachment rate of finance and insurance products, and 5) investing in the
brand has been pivotal to success. Continuing these strategies should ensure that recent market share/margin gains are sustainable
and the consistent growth observed over recent periods is repeatable looking forward.

This publication is not for reproduction, public circulation or the use of any third party (whether in whole or in part) without the prior written consent of Forsyth Barr Limited.
Forsyth Barr has been engaged and paid by the company covered in this report for ongoing research coverage. Please refer to the full disclaimers and disclosures.
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Turners Automotive Group Ltd (TRA)

Market Data (NZ$)

Priced as at 22 Nov 2023

52 week high/ low

Market capitalisation (NZ$m)

Key WACC assumptions
Risk free rate

Equity beta

WACC

Terminal growth

Profit and Loss Account (NZ$m)
Revenue

Normalised EBITDA
Depreciation and amortisation
Normalised EBIT

Net interest

Associate income

Tax

Minority interests

Normalised NPAT
Abnormals/other

Reported NPAT

Normalised EPS (cps)

DPS (cps)

Growth Rates
Revenue (%)

EBITDA (%)

EBIT (%)

Normalised NPAT (%)
Normalised EPS (%)
Ordinary DPS (%)

Cash Flow (NZ$m)

EBITDA

Working capital change
Interest & tax paid

Other

Operating cash flow

Capital expenditure
(Acquisitions)/divestments
Other

Funding available/(required)
Dividends paid

Equity raised/(returned)
(Increase)/decrease in net debt

Balance Sheet (NZ$m)
Working capital

Fixed assets
Intangibles

Right of use asset
Other assets

Total funds employed
Net debt/(cash)

Lease liability

Other liabilities
Shareholder's funds
Minority interests
Total funding sources

2022A
298.5
18.8
(10.7)
8.1
35.1

(11.8)

313

313
36.3
230

2022A
14.7
12.1
517
27.5
267
15.0

2022A
18.8
(83.1)
257
(4.2)
(42.7)
(15.5)
3.4
(5.6)
(60.4)
(13.8)
12
(72.9)

2022A
4123
67.6
164.5
235
94.4
762.2
399.4
25.9
84.6
2524

762.2

2023A
335.8
231
(11.5)
11.6
33.9
0
(13.0)
0
326
0
326
37.1
23.0

2023A
12.5
231
44.1
4.1

21

0.0

2023A
231
9.9
235
12.3
68.7
(43.2)
0
(7.5)
18.0
(19.9)
14
(0.4)

2023A
402.5
106.0
163.6
222
89.8
784.1
400.2
271
84.5
2723
0
784.1

2024E
364.1
28.9
(12.7)
16.1
321
0
(13.5)
0
34.7
0
34.7
39.7
25.0

2024E
8.4
25.0
38.8
6.6
71
8.7

2024E
28.9
4.0
18.6
0
515
(16.0)
0
(7.9)
27.6
(21.8)
0

5.9

2024E
398.4
117.5
162.6
210
93.5
793.1
394.3
220
85.6
2911
0
793.1

2025E
384.1
326
(13.0)
19.6
327
0
(14.7)
0
37.7
0
37.7
43.1
270

2025E
55
13.1
218
8.6
8.6
8.0

2025E
326
(2.2)
180
0
48.4
(15.5)
0
(8.1)
248
(22.7)
0

21

2025E
400.7
126.6
162.6
20.8
95.1
805.7
3922
218
86.7
305.1

805.7

4.58

4.58/3.12

400.1

5.25%
1.00
9.6%
1.5%

2026E
400.4
36.6
(14.3)
223
34.1

(15.8)

40.6

40.6
46.4
29.0

2026E
4.2
12.1
133
7.7
77
7.4

2026E
36.6
(19.8)
18.3

35.1
(16.2)

(8.3)
10.7
(24.4)

(13.7)

2026E
4204
134.4
162.5
213
96.6
835.2
406.0
222
87.8
319.2

835.2

2

Spot valuation (NZ$)
Discounted cash flow (DCF)
Peers multiples

Discounted dividend model (DDM)

DCF valuation summary (NZ$m)
Total firm value
(Net debt)/cash

Less: Capitalised operating leases

Value of equity

Valuation Ratios

EV/Sales (x)

EV/EBITDA (x)

EV/EBIT (x)

PE (x)

Price/NTA (x)

Free cash flow yield (%)
Adj. free cash flow yield (%)
Net dividend yield (%)
Gross dividend yield (%)

Capital Structure
Interest cover EBIT (x)
Interest cover EBITDA (x)
Net debt/ND+E (%)

Net debt/EBITDA (x)

Key Ratios

Return on assets (%)

Return on equity (%)

Return on funds employed (%)
EBITDA margin (%)

EBIT margin (%)

Capex to sales (%)

Capex to depreciation (%)
Imputation (%)

Pay-out ratio (%)

Operating Performance
Automotive Retail
Revenue

Revenue growth (%)
Operating margin (%)

Finance

Revenue

Revenue growth (%)
Operating margin (%)

Insurance

Revenue

Revenue growth (%)
Operating margin (%)

Credit Management
Revenue

Revenue growth (%)
Operating margin (%)

2022A

24
n/a
n/a

12.6

4.7

-17.5
-13.3

5.0
7.0

2022A

n/a
n/a

617
213

2022A

6.5

12.6

2022A

2425
207
8.0

519
84
34.7

40.4
-37
28.7

9.7
-24.2
314

3.9
6.3
27
52
179
100
63

2023A
22

n/a

n/a
12.3
3.8

4.5
153
5.0

7.0

2023A
n/a

n/a
60.0
17.3

2023A
77
12.2
3.9

6.9

3.5
12.9
439
100
62

2023A

2782
14.7
9.0

58.6
130
255

43.6
7.9
28.9

9.2
-4.6
311

2024E
21
n/a

n/a
11.5
3.4
7.0
11.0
55
7.6

2024E
n/a
n/a
58.5
13.7

2024E
8.7
124
4.1
7.9
4.4
4.4
145
100
63

2024E

305.6
9.9
10.6

615
50
18.0

46.3
6.2
29.8

10.6
154
311

MST
Access

4.31

4.16

427

4.70

855

(400)

(91)

369

2025E 2026E
1.9 18

n/a n/a

n/a n/a
10.6 9.9
3.0 27

6.3 27
10.2 6.8
5.9 6.3

82 8.8
2025E 2026E
n/a n/a

n/a n/a
57.1 56.7
120 111
2025E 2026E
9.2 9.4
12.8 13.1
4.3 4.5

85 9.1

51 5.6
4.0 4.0
129 121
100 100
63 62
2025E 2026E
323.0 336.3
57 4.1
10.1 10.2
637 65.7
3.6 3.0
224 240
47.5 48.4
27 1.9
30.2 30.3
12.8 14.9
20.0 17.0
311 310

Forsyth Barr has been engaged and paid by the company covered in this report for ongoing research coverage. Please refer to the full disclaimers and disclosures.
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1H24 results summary

1H24 was a testament to TRA's business model and strategic foresight in a challenging market environment. Total revenue was up a
robust +16% to NZ$214.2m, reflecting TRA's expanding market presence in Auto Retail and success moving volumes into its higher
margin retail channel. This flowed through to a +10% year-on-year increase in Net Profit Before Tax (NPBT), reaching NZ$25.7m.

1H24 Net Profit After Tax (NPAT) grew by +8% to NZ$18.5m, while Earnings Per Share (EPS) improved to 21.2 cents per share (cps), a
+7% increase.

Divisional results showed:

= Auto Retail: Achieved revenue of NZ$156.1m, representing growth of +20%. Segment profit growth was notable, jumping +62% to
NZ$18.0m. The strong performance was underpinned by growth in car units sold, improved attachment rate of finance and
insurance products, and higher sales of damaged vehicle units. Market share gains and expansion via new branches continue to
enable sustainable growth.

= Finance: Generated revenue of NZ$30.2m, representing modest growth of +3%. However, the division experienced a significant
-44% decrease in segment profit toNZ$5.1m as timing challenges from the interest rate cycle eroded NIM.TRA noted that
NIM has since stabilised. The NZ$2m buffer set aside at FY23 for ‘economic stabilisation’ remains.

= |nsurance: Achieved revenue of NZ$22.7m, representing growth of +5%, while the division's segment profit grew +14% to
NZ$7.1m. Improved performance was driven by: 1) market share gains, 2) claims costs inflation being offset by a reduction in
claims frequency, and 3) better investment returns.

= Credit: Reported revenue of NZ$5.3m, an increase of +8%. The segment profit showed a robust growth of +29%, totalling
NZ$1.8m. The performance improvement was attributed to increasing levels of debt load (+32%) as ‘market wide credit metrics

continue to deteriorate’. TRA expects NZ credit metrics to continue to worsen, and as such supports a rebound in TRA's credit
division.

Figure 1. TRA—HY PBT bridge
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Figure 2. TRA—Revenue by segment Figure 3. TRA—Operating profit by segment
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Figure 4. TRA—results comparison

1H23 Actual 1H24 Actual Change
NZ$m NZ$m %
Total Income 185.3 214.2 +16%
Cost of goods sold 80.5 93.1 +16%
Gross profit 104.8 121.2 +16%
Interest expense 8.3 134 +62%
SG&A 47.0 53.6 +14%
Depreciation & amortisation expense 54 5.6 +5%
Systems maintenance 2.0 2.4 +17%
Claims 10.7 10.5 (2%)
Impairment of intangible brand asset 0.0 0.0
Other expenses 8.0 10.0 +26%
Total Expenses 161.8 188.6 +17%
Profit before taxation (PBT) 234 25.7 +10%
Profit for the year (NPAT) 17.1 18.5 +8%
4
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FY24 outlook and guidance

TRA reaffirmed guidance for FY24 PBT to be above the NZ$45.5m it reported in FY23. In the context of a strong 1H24 with
NZ$25.7m in PBT, retained guidance implies a level of conservatism due to: 1) normal seasonality with 2H weaker than 1H, 2) the
benefit of flood damaged cars likely contributing around NZ$1.0m to NZ$1.5m in 1H, and 3) timing of Easter in March 2024. Our
FY24 PBT estimate of NZ$48.2m is +6% above FY23. We expect continued resilience in 2H24, with the wider NZ used car market's
recovery (volumes +6% from April to September 2023) providing additional assistance.

TRA provided a 3Q24 update. TRA's Auto Retail division has maintained solid volumes and margins in car sales, with continued
strength in damaged vehicle volumes. The Finance division continues to navigate challenges, with the economic environment
impacting SMEs buffers for shock events, and is expecting an increase in arrears. In contrast, claims frequency in the Insurance
division is continuing to track below expectations, alongside improving investment returns. The Credit division is witnessing a slower-
than-expected recovery in corporate debt load, though SME debt load is increasing rapidly.

The company is on track to maintain its dividend growth trajectory with management estimating at least 24cps (=+4% increase) to be
paid in FY24. We lift our DPS estimates for FY24 to 25cps, representing +9% growth on FY23's 23cps, both fully imputed.

Figure 5. TRA—Operating profit by segment Figure 6. TRA—Revenue by segment (FY24E)
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Figure 7. TRA—Operating profit margin Figure 8. TRA — Historical and forecast dividends
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Earnings revisions

Figure 9. Earnings revisions

FY24E FY25E FY26E
Old New Change Old New Change Old New Change
Total Income 429.0 4241 (1%) 450.8 447.1 (1%) 469.1 465.4 (1%)
Cost of goods sold 188.0 182.6 (3%) 202.0 197.2 (2%) 210.9 204.8 (3%)
Gross profit 240.9 2415 +0% 248.8 250.0 +0% 258.2 260.6 +1%
Interest expense 33.1 28.0 (16%) 33.8 30.3 (10%) 34.5 30.9 (10%)
SG&A 105.7 106.3 +1% 106.3 106.1 (0%) 110.1 109.5 (1%)
Depreciation & amortisation expense 13.0 12.7 (2%) 13.3 13.0 (2%) 13.6 14.3 +6%
Systems maintenance 54 5.4 +0% 54 54 +0% 5.6 5.6 +0%
Claims 221 22.1 +0% 223 225 +1% 22.6 22.9 +1%
Other expenses 13.8 18.8 +36% 16.3 20.2 +24% 17.4 211 +21%
Total Expenses 381.1 375.9 (1%) 399.4 394.8 (1%) 414.6 409.0 (1%)
Profit before taxation (PBT) 47.8 48.2 +1% 51.3 52.3 +2% 54.4 56.4 +4%
Net profit after tax (NPAT) 34.4 34.7 +1% 36.9 37.7 +2% 39.2 40.6 +4%

Source: Forsyth Barr analysis

Figure 10. TRA—Automotive Retail revenue & operating margin  Figure 11. TRA—Finance revenue & operating profit margin
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Figure 12. TRA—Insurance revenue & operating profit margin Figure 13. TRA—Credit revenue & operating profit margin
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Figure 14. Price performance Figure 15. Substantial shareholders
Shareholder Latest Holding
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Figure 16. International valuation comparisons

Company Code Price Mkt Cap PE EV/EBITDA EV/EBIT Cash YId
(metrics re-weighted to reflect TRA's balance date - March) (m) 2024E 2025E 2024E 2025E 2024E 2025E 2025E
Turners Automotive TRANZ NZ$4.58 NZ$400 11.5x  10.6x 26.1x  22.9x 46.7x  38.0x 5.9%
KMD Brands * KMD NZ NZ$0.81 NZ$576 13.5x  10.6x 4.0x 3.6x 9.8x 8.3x 6.2%
The Warehouse Group * WHS NZ NZ$1.66 NZ$576 14.7x  12.5x 5.0x 4.7x 13.5x  12.4x 5.9%
Briscoe Group BGP NZ NZ$4.52 NZ$1,007 12.2x  12.1x 7.3x 7.3x 9.4x 9.3x 6.5%
Michael Hill International L MHJNZ A$0.87 A$335 n/a 8.6x 4.0x 3.7x 8.1x 7.4x 8.8%
Eagers Automotive APE AT A$13.90 A$3,571 12.4x  12.7x 9.2x 9.0x 10.5x  10.5x 5.0%
Autosports Group ASG AT A$2.40 A$482 6.8x 7.0x 6.4x 6.7x 8.4x 9.0x 8.0%
Motorcycle Holdings MTO AT A$2.09 A$154 6.7x 6.6x 5.1x 5.3x 7.3x 7.2x 8.7%
Peter Warren Automotive Hold PWR AT A$2.34 A$403 7.7x 8.1x 6.8x 6.8x 8.7x 8.8x 8.4%
Kamux Corp KAMUX €5.36 €214 15.0x  10.2x 8.6x 6.6x 14.2x 9.6x 4.7%
FH
America'S Car-Mart Inc CRMT US USs$78.74 US$503 19.4x  12.7x 10.6x  10.3x 43.2x  41.1x n/a
Idom Inc 7599 JP ¥910.00 ¥97,268 8.1x 7.3x 6.2x 5.7x 7.0x 6.3x 4.1%
Compco Average:  11.6x 9.9x 6.7x 6.3x 12.7x  11.8x 6.6%
EV = Mkt cap+net debt+lease liabilities+min interests-investments TRA Relative: -1% 8% 292% 260% 267% 222% -11%
Figure 17. Consensus EPS momentum (NZ$) Figure 18. One year forward PE (x)
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Important information about this publication

Forsyth Barr Limited (“Forsyth Barr”) holds a licence issued by the Financial Markets Authority to provide financial advice services. In making this publication
available, Forsyth Barr (and not any named analyst personally) is giving any financial advice it may contain. Some information about us and our financial
advice services is publicly available. You can find that on our website at www.forsythbarr.co.nz/choosing-a-financial-advice-service Please note the
limitations in relation to distribution generally, and in relation to recipients in Australia in particular, as set out under those headings below.

This publication has been commissioned by Turners Automotive Group Ltd (“Researched Entity”) and prepared and issued by Forsyth Barr in consideration
of a fee payable by the Researched Entity. Forsyth Barr follows a research process (including through the Analyst certification below) designed to ensure that
the recommendations and opinions in our research publications are not influenced by this arrangement and the other interests of Forsyth Barr and related
parties disclosed below. However, entities may not be willing to continue to pay for research coverage that includes unfavourable views.

Any recommendations or opinions in this publication do not take into account your personal financial situation or investment goals, and may not be suitable
for you. If you wish to receive personalised financial advice, please contact your Forsyth Barr Investment Adviser.

Past performance is not indicative of future performance. Estimates of future performance are based on assumptions that may not be realised. If provided,
and unless otherwise stated, the closing price provided is that of the primary exchange for the issuer’s securities or investments.

This publication has been prepared in good faith based on information obtained from sources believed to be reliable and accurate. However, that information
has not been independently verified or investigated by Forsyth Barr. If there are material inaccuracies or omissions in the information it is likely that our
recommendations or opinions would be different. Any analyses or valuations will also typically be based on numerous assumptions (such as the key WACC
assumptions); different assumptions may yield materially different results.

Forsyth Barr does not undertake to keep current this publication; any opinions or recommendations may change without notice to you.
In giving financial advice, Forsyth Barr is bound by duties under the Financial Markets Conduct Act 2013 (“FMCA”) to:

e exercise care, diligence, and skill,
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