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Reporting Season

Let’s Check the Scorecard Matthew Leach

matthew.leach@forsythbarr.co.nz
The November 2019 reporting season has drawn to a close with actual +64 4 495 1324
EPS growth finishing below expectations for the season as a group, ex
Property and the Property sector. EPS misses outweighed beats by a

factor of 2:1, despite net beats at the Revenue line and a balanced ledger W'II McManus
of EBITDA beats/misses. The majority of Outlook Statements maintained will. mcmanus@forsythbarr.co.nz
or provided no change to guidance comments. +64 4 495 8242

The Quantitative Scorecard

Given the small sample size, we choose to focus on the median growth and use
our Quantitative Scorecard to summarise the overall performance of the
season.

The Quantitative Scorecard assigns a score to each result based upon
beat/miss, FY+1 revision, relative price reaction and outlook statement. Scores
are then tabulated to show a frequency distribution of the results.

Similar to last season, the distribution of the scorecard is skewed to the left and
sees a lack of positives flowing through.

Figure 1. Reporting Season Quantitative Scorecard
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Source: Forsyth Barr analysis, (beat vs miss, EPS FY20 revision, relative price reaction, outlook)

Analyst fade steps in

Figure 2 shows the 15 year history of median EPS growth (expected versus
actual). The year (2019) has finished below expectations and below the long
term average whilst 2020 EPS growth is also below the long term average,
followed by a substantial step up in 2021.

Figure 2. Median EPS growth expectations (less 12mths) versus actual
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Analysis of the Numbers

November 2019 Reporting Season Conclusions

EPS Growth below expectations across all groupings

In general, the season has concluded with misses outweighing beats (EPS). Revenue
growth of +2.3% matched our expectations (+2.2%) with EBITDA growth also in-line at
-0.2% (vs +0.1%). Figure 3 outlines the growth achieved (vs expected) for all companies,
ex-Property and the Property sector as a whole.

Given the small sample size, consisting of a majority of Property companies, and with
large cap companies skewing the aggregated growth figures, we choose to focus on the
median growth outcomes for this reporting season.

Figure 3. Reporting Season Snapshot (6mth growth on pcp) for companies reported

Median (all companies) Median (ex-Property) Median (Property)
Forecast Actual Forecast Actual Forecast Actual Beats vs Misses*

Total Revenue +2.2% +2.3% +5.4% +7.1% +1.0% +1.0% 5:3
EBITDA +0.1% -0.2% +0.0% +0.8% +0.1% -1.1% 6:6
EBIT +1.4% +0.5% +8.4% +8.4% +0.1% -1.1% 5.6
Normalised NPAT +0.4% -0.3% +1.2% +1.2% -1.2% -3.8% 57
Normalised EPS +0.0% -1.9% +1.2% -0.2% -1.2% -3.7% 4:8
Dividend per Share +0.1% +0.1% +0.0% +0.0% +0.2% +0.2% 1:2
No of Companies: 21 21 14 14 7 7

Source: Forsyth Barr analysis
*vs Forsyth Barr expectations +/- 2.5%

Reporting season overview

Of the 21 companies that have reported, four reported ahead of our EPS expectations,
seven in-line, with eight coming in below our expectations (using a +/- 2.5% tolerance
level, two companies deemed n/a).

The reporting season saw a mixture of revisions to our analysts’ FY20 forecasts.
Revenue and EBITDA finished slightly net positive, whilst EPS and Dividend per Share
revisions closed relatively net even. FY21 revisions saw similar outcomes.

Figure 4 outlines the overall number of beats/misses at the EPS and DPS line, as well as
the revisions to FY20 estimates, post result, for the companies that have reported this
season.

Figure 4. Reporting Season Snapshot: Summary

EPS Resultvs  Dividendvs  Post Result Revenue Post Result EBITDA  Post Result EPS Post Result DPS  Outlook Statement
Expectations*  Expectations* FY20 Revision FY20 Revision FY20 Revision FY20 Revision
4 Above 1 Above 5 Upgrades 4 Upgrades 2 Upgrades 1 Upgrades 3 Positive
7 In-line 17 In-line 13 Unchanged 14 Unchanged 15 Unchanged 15 Unchanged 15 Neutral
8 Below 2 Below 2 Downgrades 2 Downgrades 3 Downgrades 1 Downgrades 3 Negative
Source: Forsyth Barr analysis
*vs Forsyth Barr expectations +/- 2.5%, Post result revisions > +/- 1.5%, Market surprise > +/- 2.0%
Figure 5. Translation of results through to forecasts
Beats vs misses (Revenue) 26.3% 57.9% [ 15.8% |
Beats vs misses (EBITDA) 31.6% 36.8% L 36%
Beats vs misses (EPS) 21.1% 36.8% %]
Beats vs misses (DPS) 510% 85.0% 10.0%!
FY20 EPS Revisions  [1010% 75.0% [15.0% |
FY21 EPS Revisions 25.0% 50.0% [ 250% |
Beat/Upgrade Unchanged  ®m Miss/Downgrade

Reporting Season
Let's Check the Scorecard

Source: Forsyth Barr analysis, vs Forsyth Barr expectations: +/- 2.5%, Post result revisions > +/- 1.5%,
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The Quantitative Scorecard

The Quantitative Scorecard assigns a score to each result based on beat/miss, FY+1
revision, relative price reaction and outlook statement. Scores are then tabulated to show
a frequency distribution of the results.

Again, as per the last major reporting season, we see a lack of positives flowing through
to the scorecard.

Figure 6. Reporting Season Quantitative Scorecard (beat vs miss, EPS FY20 revision, relative price reaction, outlook)
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Source: Forsyth Barr analysis

True market surprise

Using a three-day post result price reaction, measuring the absolute price reaction versus
the market, the market appears somewhat balanced with the results season. At the time
of writing, market reaction is balanced (using a +/- 2.0% threshold), with six companies
outperforming and six underperforming, while 10 companies performed in-line with the
market.

Companies that had the most notable positive price reaction (absolute versus market)
include: RBD (+6.0%), FPH (+3.7%), MFT (+3.7%), NPH (+2.8%), IPL (+2.6%) & ARV
(+2.0%).

Whereas the market appears disappointed with the results of: MPG (-17.8%), GTK
(-11.2%), TPW (-10.1%), PEB (-7.6%), AUG (-4.9%) & KPG (-2.7%).

Figure 7. Reporting Season Snapshot: Results versus expectations and market surprise
Code  EPSResultvs Dividendvs  Market Surprise 3 Day Post Post Result EPS Post Result DPS Ratings Change

Expectations*  Expectations* Result (Absolute Price FY20 Revision FY20 Revision
Reaction vs Market)

ARV Above In-line +2.0% +0.0% +0.0%
ARG Above In-line -1.6% +0.0% +0.0%
SPG Above In-line -1.9% +0.0% +0.0%
ZEL Above Above +1.8% -0.9% +0.0%
SAN In-line In-line +1.7% +3.2% +0.0%
NPH In-line In-line +2.8% +1.4% +0.8%
FPH In-line In-line +3.7% +1.4% +1.7%
MFT In-line In-line +3.7% +1.2% +1.2%
KPG In-line In-line V -2.7% +0.1% +0.0%
RBD In-line In-line +6.0% +0.1% n/a
GMT In-line In-line +1.1% +0.0% +0.0%
TLT V Below In-line +1.3% +17.2% n/a
RYM V Below V Below +1.0% +0.8% +0.8%
AUG V Below In-line V -4.9% +0.0% +0.0%
APL V Below In-line -0.8% +0.0% +0.0%
IPL V Below In-line +2.6% -0.6% +0.3%
TPW V Below In-line ¥ -10.1% V -9.2% +0.0% ¥ OUTPERFORM to NEUTRAL
GTK V Below V Below V -11.2% V -22.5% V -22.3% ¥ NEUTRAL to UNDERPERFORM
MPG V Below In-line V -17.8% V -24.6% n/a
IFT n/a In-line -0.8% n/a +0.0%
PEB n/a n/a V -7.6% +0.0% n/a

Source: Forsyth Barr analysis
*vs Forsyth Barr expectations +/- 2.5%, Post result revisions > +/- 1.5%, Market surprise > +/- 2.0%

Reporting Season New Zealand Equity Research
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Ratings changes

Over the course of the reporting season our analysts have made two rating changes for
companies that have reported this season.

B GTK (NEUTRAL to UNDERPERFORM)

“We downgrade our rating on Gentrack (GTK) to UNDERPERFORM from NEUTRAL as a
result of repeated profit warnings during FY19, reduced confidence in the near to medium
term earnings outlook, and valuation concerns given it trades at ~35x one year forward
PE. The shape of the FY19 result suggests profitability is being held back by (1)
challenging industry conditions in core markets, and (2) its transition to SaaS (software-
as-a-service). The latter is providing a higher quality revenue stream but appears to be
having a negative impact on margins.”

. TPW (OUTPERFORM to NEUTRAL)

“TPW has lowered its FY20 EBITDAF guidance range to between $200m and $215m.
However, with IFRS 16 non-cash EBITDAF benefit now expected to be +$4m higher than
previously expected, the underlying downgrade (using the mid-point of the guidance
range) is -$11.5m. We have lowered our FY20 EBITDAF forecast -$7m, with similar
reductions in later years. Following the special dividends paid in FY19, debt levels have
increased, with net debt/EBITDAF above 3.0x. We are, therefore, a litle more cautious
around the future dividend, taking out the FY21 +1cps dividend growth. Our target price is
down -40cps to $7.75 given the weaker outlook, as well as incorporating some NZAS
closure risk. We have downgraded our rating to NEUTRAL as near-term upside is limited
and the dividend yield is not compelling.”

Dividends

Actual dividend per share growth has finished in-line with expectations over all three sub-
groupings, with the final count of beats slightly below misses. Overall one company
exceeded our expectations, two were below, and 17 were in-line.

Companies that reported dividends above our expectations include: ZEL.
Companies that surprised on the downside included: GTK & RYM.

Post result, our analysts have made just one positive and one negative revision to FY20
dividend estimates (using a tolerance level of +/- 1.5%).

Earnings revisions

Figures 8 & 9 show our FY20 & FY21 Revenue and EBITDA growth estimates for the
New Zealand market as a whole (versus August 2019, the last major reporting season).

Weighted average 2 year annualised Revenue growth is now +3.5% (was +3.0%),
boosted by a mix of large cap upgrades to FY20 expectations (FPH & RYM) and
increasing share prices. Median Revenue growth (FY19-21) has dropped slightly to
+3.6% (from +3.8%).

Figure 8. S&P/NZX 50 Market Revenue Growth (indexed)

Weighted Revenue (indexed) Median Revenue (indexed)
Aug-19 Growth Current Growth Change Aug-19 Growth Current Growth Change
FY19 base 100.00 100.00 100.00 100.00
FY20 101.84 +1.8% 103.28 +3.3% +144bp | 102.57 +2.6% 102.38 +2.4% V -20bp
FY21 106.06 +4.1% 107.18 +3.8% V -37bp 107.81 +5.1% 107.29 +4.8% V¥ -30bp
Annualised: +3.0% +3.5% +54bp +3.8% +3.6% V -25bp

Source: Forsyth Barr analysis

EBITDA growth (median) is now at +4.6% (from +5.1%) via a -0.88ppt drop in FY20,

whilst weighted average growth is now circa +5.5%.

Figure 9. S&P/NZX 50 Market EBITDA Growth (indexed)

Weighted EBITDA (indexed) Median EBITDA (indexed)
Aug-19 Growth Current Growth Change Aug-19 Growth Current Growth Change
FY19 base 100.00 100.00 100.00 100.00
FY20 104.34 +4.3% 105.19 +5.2% +85bp 103.19 +3.2% 102.30 +2.3% V -88bp
FY21 110.63 +6.0% 111.33 +5.8% V -20bp 110.47 +7.1% 109.45 +7.0% V¥ -8bp
Annualised: +5.2% +5.5% +33bp +5.1% +4.6% V -49bp

Source: Forsyth Barr analysis

Reporting Season
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Of the 20 companies that have reported to date, post result revisions (EPS) include two
upgrades and three downgrades, with 15 unchanged. Following the revisions to our FY20
EPS forecasts, our FY20 median EPS growth is now +3.0% (market weighted +3.8%).

The most notable EPS upgrades were: TLT (+17.2%) & SAN (+3.2%). Downgrades
included: MPG (-24.6%), GTK (-22.5%) & TPW (-9.2%).

Figure 10. S&P/NZX 50 Market EPS Growth (indexed)

Weighted EPS (indexed) Median EPS (indexed)
Aug-19 Growth Current Growth Change Aug-19 Growth Current Growth Change
FY19 base 100.00 100.00 100.00 100.00
FY20 103.23 +3.2% 103.79 +3.8% +56bp 103.43 +3.4% 103.03 +3.0% V -40bp
FY21 109.88 +6.4% 109.48 +5.5% ¥ -97bp 109.96 +6.3% 109.81 +6.6% +27bp
Annualised: +4.8% +4.6% ¥V -19bp +4.9% +4.8% V -Tbp

Source: Forsyth Barr analysis

Reporting Season
Let's Check the Scorecard

Annualising our total market EPS growth for FY19-21, the weighted average 2 year
annualised growth is +4.6% while the median 2 year annualised growth is relatively
unchanged at +4.8%.

Figure 11 shows the 15 year history of median EPS growth (expected versus actual). The
year (2019) has finished below expectations and below the long term average whilst 2020
EPS growth is also below the long term average, with a substantial step up in 2021.

Figure 11. Median EPS growth expectations (less 12mths) versus actual
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Outlook Statements
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Figures 12 & 13 include the summary of the outlook statements and guidance comments.
Companies that iterated positive guidance include: ARV, RYM & TLT. Whilst the outlook
for MPG, TPW & ZEL was less positive.

Figure 12. New Zealand Reporting Season Snapshot: Outcomes, FY20 Revisions and Outlook Statements

Code *EPS Result *Dividend vs Post Result Post Result Post Result Post Result Outlook Statement

vs Expectations Revenue = EBITDA EPSFY20 DPSFY20
Expectations FY20 FY20 Revision  Revision
Revision  Revision

ZEL Above Above +4.2% +6.0% +2.7% +0.0%  Negative. ZEL indicated there needs to be an improvement
in retail margins to achieve FY20 guidance, and if retail
margins don't improve FY20 earnings are likely to be at the
bottom of its prior guidance range.

ARV Above In-line +0.0% +0.0% +0.0% +0.0% ARV indicated it's on track to deliver 200 units in
FY20, with another step up in FY21 to 250+ units; ahead of
our prior forecasts.

ARG Above In-line +0.0% +0.0% +0.0% +0.0%  Neutral. ARG reaffirmed its prior FY19 DPU guidance. DPU
outlook remains flat as ARG looks to hold its dividend until
covered by AFFO.

SPG Above In-line +0.0% +0.0% +0.0% +0.0%  Neutral. SPG maintained its FY20 dividend guidance, flat on
the prior year.

SAN In-line In-line +5.5% +2.1% +3.2% +0.0%  Neutral. No specific guidance. Outlook commentary appears
positive heading into FY20.

NPH In-line In-line +0.2% +0.7% +1.4% +0.8%  Neutral. Management reaffirmed its pre-IPO FY20 PFI
forecasts.

FPH In-line In-line +0.6% +1.1% +1.4% +1.7% Neutral. No change to eamings guidance given the most
recent prior update was in October. FY20 CAPEX guidance
was lifted to support business growth.

MFT In-line In-line V -1.7% +0.7% +1.2% +1.2%  Neutral. No Specific guidance. Outlook commentary
highlighted expectations of "increasing profitability and
growth in our European and American markets", with NZ &
Aus "expected to improve further through to year end."

KPG In-line In-line +0.0% +0.0% +0.1% +0.0%  Neutral. KPG has re-iterated its guidance for a modest
+1.4% lift in its DPU for FY20.

RBD In-line In-line +2.2% +0.1% +0.1% n/a Neutral. RBD provided updated normalised FY20 NPAT
guidance of growth in excess of +10% on FY19, implying
greater than NZ$46M. This is essentially unchanged from
prior guidance of "in excess of NZ§45m."

GMT In-line In-line +0.0% +0.0% +0.0% +0.0%  Neutral. GMT's prior flat EPU and DPU guidance has been
maintained.

TLT V Below In-line +3.7% +6.4% +17.2% n/a TLT upgraded its prior FY20 guidance. In addition,
based on historic seasonality, we believe TLT has been
conservative with its updated guidance.

RYM V Below V Below +1.6% 0.1% +0.8% +0.8% RYM provided strong FY20 guidance, reflective of
+10% to +17% underlying profit growth.

APL V Below In-line +0.0% +0.0% +0.0% +0.0%  Neutral. No full year dividend guidance provided, in line with
APL's policy to review its dividend on a quarterly basis.

AUG V Below In-line +0.0% +0.0% +0.0% +0.0%  Neutral. AUG announced a 1H dividend representative of an
8% increase on the pcp, albeit in-line with market
expectations. AUG also reiterated its full year dividend
guidance.

IPL V Below In-line 0.1% 0.2% -0.6% +0.3%  Neutral. IPL maintained flat FY20 dividend guidance,
unchanged from the FY19 result.

TPW V Below In-line -0.5% Vv -3.4% v -9.2% +0.0%  Negative. TPW downgraded its FY20 guidance, with a
substantial mid-point to mid-point fall of -NZ$11.5m on
previous guidance.

GTK V Below V Below 0.7% V-16.1% V-225% V¥V -22.3% Neutral. No update to earnings outlook given a guidance
downgrade "confession" the week prior.

Source: Forsyth Barr analysis

*vs Forsyth Barr expectations +/- 2.5%, Post result revisions > +/- 1.5%

Reporting Season New Zealand Equity Research
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Figure 13. New Zealand Reporting Season Snapshot: Outcomes, FY20 Revisions and Outlook Statements cont...
*Dividend vs Post Result Post Result Post Result Post Result Outlook Statement
Expectations Revenue @ EBITDA EPSFY20 DPS FY20

Code *EPS Result

Vs
Expectations FY20 FY20 Revision Revision
Revision  Revision

MPG V Below In-line V -6.1% +15.6% V¥ -24.6% n/a Negative. MPG downgraded prior FY20 EBIT guidance,
citing increased competition and softer volumes, with
Auckland and Victoria specifically highlighted.

IFT n/a In-line n/a n/a n/a +0.0% Neutral. IFT reiterated its prior FY20 guidance. We lifted
our NAV, however, some valuation increases are of low
quality, resulting from book value increases we have
limited visibility over.

PEB n/a n/a +0.0% +0.0% +0.0% n/a Neutral. Aside from updated financials, there was little new

insight on commercial milestones in PEB's result.

Source: Forsyth Barr analysis
*vs Forsyth Barr expectations +/- 2.5%, Post result revisions > +/- 1.5%

Figure 14. Total Revenue Growth (6mth on pcp)
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Figure 15. EBITDA Growth (6mth on pcp)
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Figure 16. Normalised EPS Growth (6mth on pcp)
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Figure 17. Dividend per Share Growth (6mth on pcp)

Source: Forsyth Barr analysis
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Overall growth achieved
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Figures 18 through 23 show the historic market growth achieved for Total Revenue,
EBITDA and Normalised EPS with the S&P/NZX 50 Capital Index. Growth is based on
the six-month reporting period (versus pcp).

Figure 18. Aggregated Total Revenue Growth (6mth on pcp)

Figure 19. Median Total Revenue Growth (6mth on pcp)
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Figure 20. Aggregated EBITDA Growth (6mth on pcp) Figure 21. Median EBITDA Growth (6mth on pcp)
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Figure 22. Aggregated Normalised EPS Growth (6mth on pcp) Figure 23. Median Normalised EPS Growth (6mth on pcp)
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Not personalised financial advice: The recommendations and opinions in this publication do not take into account your personal financial situation or
investment goals. The financial products referred to in this publication may not be suitable for you. If you wish to receive personalised financial advice,
please contact your Forsyth Barr Investment Adviser. The value of financial products may go up and down and investors may not get back the full (or any)
amount invested. Past performance is not necessarily indicative of future performance. Disclosure statements for Forsyth Barr Investment Advisers are
available on request and free of charge. Disclosure: Forsyth Barr Limited and its related companies (and their respective directors, officers, agents and
employees) (“Forsyth Barr”) may have long or short positions or otherwise have interests in the financial products referred to in this publication, and may
be directors or officers of, and/or provide (or be intending to provide) investment banking or other services to, the issuer of those financial products (and
may receive fees for so acting). Forsyth Barr is not a registered bank within the meaning of the Reserve Bank of New Zealand Act 1989. Forsyth Barr may
buy or sell financial products as principal or agent, and in doing so may undertake transactions that are not consistent with any recommendations contained
in this publication. Forsyth Barr confirms no inducement has been accepted from the researched entity, whether pecuniary or otherwise, in connection with
making any recommendation contained in this publication. Analyst Disclosure Statement: In preparing this publication the analyst(s) may or may not
have a threshold interest in the financial products referred to in this publication. For these purposes a threshold interest is defined as being a holder of more
than $50,000 in value or 1% of the financial products on issue, whichever is the lesser. In preparing this publication, non-financial assistance (for example,
access to staff or information) may have been provided by the entity being researched. Disclaimer: 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. Forsyth Barr does not make any representation or warranty (express or implied) that the information in this publication is accurate or
complete, and, to the maximum extent permitted by law, excludes and disclaims any liability (including in negligence) for any loss which may be incurred by
any person acting or relying upon any information, analysis, opinion or recommendation in this publication. Forsyth Barr does not undertake to keep
current this publication; any opinions or recommendations may change without notice. Any analyses or valuations will typically be based on numerous
assumptions; different assumptions may yield materially different results. Nothing in this publication should be construed as a solicitation to buy or sell any
financial product, or to engage in or refrain from doing so, or to engage in any other transaction. Other Forsyth Barr business units may hold views different
from those in this publication; any such views will generally not be brought to your attention. This publication is not intended to be distributed or made
available to any person in any jurisdiction where doing so would constitute a breach of any applicable laws or regulations or would subject Forsyth Barr to
any registration or licensing requirement within such jurisdiction. Terms of use: Copyright Forsyth Barr Limited. You may not redistribute, copy, revise,
amend, create a derivative work from, extract data from, or otherwise commercially exploit this publication in any way. By accessing this publication via an
electronic platform, you agree that the platform provider may provide Forsyth Barr with information on your readership of the publications available through
that platform.
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