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Negative/low growth forecast

Our analysts are forecasting Revenue growth of +0.3% at an aggregated level
(median +2.8%) with EBITDA forecast at +0.5% (median +3.6%). Normalised
EPS growth is forecast to be -4.1% (median +1.8%). Dividend per share growth
is flat across both measures. Of the 40 companies reporting, 22 companies are
forecast to have positive EPS growth versus 16 companies with negative growth
forecast (with two companies deemed n/a).

Figure 1. Reporting Season Snapshot (6mth growth on pcp)

Aggregated Median
Forecast Forecast
Total Revenue +0.3% +2.8%
EBITDA +0.5% +3.6%
EBIT -4.3% +1.0%
Normalised NPAT -3.2% +3.1%
Normalised EPS -4.1% +1.8%
Dividend per Share -0.1% +0.0%
No of Companies: 40 40

Source: Forsyth Barr analysis

Risk to near term forecast earnings

We have canvassed our analysts for their qualitative view on the risk to forecast
earnings and the potential that near term estimates are upgraded or
downgraded.

Companies that have been signalled with a positive bias include: ATM, NZK &
SUM.

Whereas the following companies have been signalled with a negative bias:
AlA, AIR, CVT, DGL, FBU, FSF, KMD, NZM, PGW, POT, SCL, SKC, SKT &
THL.

Figure 2. EPS Earnings Momentum (6mth growth on pcp, aggregated)
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Our Analysis

Surprise to the Upside/Downside

Companies to Watch

We present in Figure 3 the variance to our forecasts versus consensus, using the
analysts preferred earnings measure. We have also looked over recent reporting seasons
(previous 30mths) to see the history of result surprises (positive/negative). Finally, we
have canvassed our analysts for their qualitative view on the risk to forecast earnings and
the potential that near term estimates are upgraded or downgraded.

Figure 3. Forsyth Barr Estimates vs Consensus (Preferred Earnings Measure)

Code Rating Target Expected Result Preferred Forsyth Consensus Variance Previous surprise Risk to near term
Price Total Earnings Barr run rate (last forecast earnings
Return Measure Forecast 30mths)
(ETR)

NZM nla nfa nfa FY19 EBITDA  $65.3m $57.7m +13% 0 positive / 4 negative Negative
SUM  OUTPERFORM  $8.90 +2.1% FY19 EPS $46.9m $47.0m -0% 2 positive / 1 negative Positive
NZX nla n/a n/a FY19 NPAT $14.1m  $14.2m -0% 1 positive / 1 negative Neutral
PFI NEUTRAL $2.00 -16.3% FY19 EPS $8.6m $8.8m -2% 1 positive / 1 negative Neutral
SCL NEUTRAL $4.60 +6.7% FY19 EBIT $44.3m $45.8m -3% 0 positive / 0 negative Negative
BGP nfa nla nla FY20 NPAT $61.7m $64.4m -4% 0 positive / 0 negative Neutral
NZR NEUTRAL $1.82  +19.6% FY19 NPAT -$0.3m $32.3m -101% 1 positive / 1 negative Neutral
AR NEUTRAL $2.60 +2.4% 1H20 PBT $201.7m nfa n/a 2 positive / 1 negative Negative
AIA° UNDERPERFORM  $7.90 -2.3% 1H20 NPAT  $135.9m nfa n/a 0 positive / 1 negative Negative
CNU  OUTPERFORM  $6.40 +2.5% 1H20 EBITDA  $315.2m nfa nfa  1positive / 1 negative Neutral
CVT n/a n/a n/a 1H20 EBITDA $4.0m nfa n/a 2 positive / 2 negative Negative
CEN  OUTPERFORM  $7.85  +14.3% 1H20 EBITDA  $220.4m nfa n/a 0 positive / 0 negative Neutral
DGL nla nfa nfa 1H20 EBIT $50.4m nfa n/a 2 positive / 0 negative Negative
EBO NEUTRAL $2400  +4.5% 1H20 EBITDA  $152.5m nfa n/a 0 positive / 0 negative Neutral
FBU UNDERPERFORM  $4.85 -1.5% 1H20 EBIT $250.6m n/a n/a 0 positive / 3 negative Negative
FSF nla nfa nfa 1H20 EBIT $435.7m nfa n/a 1 positive / 1 negative Negative
FRE NEUTRAL $8.10 -0.9% 1H20 NPAT $32.5m nfa n/a 0 positive / 2 negative Neutral
GNE OUTPERFORM  $3.15 +4.9% 1H20 EBITDA  $167.2m nfa n/a 0 positive / 1 negative Neutral
KMD NEUTRAL $3.00 +2.6% 1H20 NPAT $18.4m nfa n/a 2 positive / 1 negative Negative
MCY NEUTRAL $4.60 -6.8% 1H20 EBITDA  $253.7m nfa n/a 1 positive / 1 negative Neutral
MEL NEUTRAL $4.40 -12.0% 1H20 EBITDA  $446.0m nfa n/a 1 positive / 0 negative Neutral
MET NEUTRAL $6.30 -6.6% 1H20 EPS $20.3m nfa n/a 1 positive / 2 negative Neutral
MHJ NEUTRAL $0.70  +15.7% 1H20 EBIT $33.9m nfa n/a 1 positive / 2 negative Neutral
NZK ~ OUTPERFORM  $2.65  +23.0% 1H20 EBIT $20.4m nfa n/a 1 positive / 0 negative Positive
PGW nla nfa nfa 1H20 EBITDA  $20.7m nfa n/a 0 positive / 1 negative Negative
POT UNDERPERFORM  $5.15 -21.2% 1H20 NPAT $48.5m nfa n/a 0 positive / 0 negative Negative
PCT NEUTRAL $1.48 -17.9% 1H20 EPS $3.0m nla n/a 0 positive / 1 negative Neutral
SKL nla nfa nfa 1H20 EPS $7.0m nfa n/a 2 positive / 1 negative Neutral
SKT UNDERPERFORM  $0.80  +19.4% 1H20 EBITDA  $86.9m nfa n/a 0 positive / 5 negative Negative
SKC NEUTRAL $4.00  +16.3% 1H20 EPS $12.2m nla n/a 1 positive / 2 negative Negative
SPK  OUTPERFORM  $4.55 +3.4% 1H20 NPAT  $172.0m n/a nfa 1 positive / 3 negative Neutral
STU  OUTPERFORM  $0.95  +23.5% 1H20 EBIT $5.6m nla nfa 1 positive / 2 negative Neutral
SML NEUTRAL $9.50  +13.8% 1H20 EBIT $66.2m nfa n/a 0 positive / 0 negative Neutral
ATM  OUTPERFORM  $17.50  +20.6% 1H20 EBITDA  $252.5m n/a nla 4 positive / 1 negative Positive
WHS nla nfa nfa 1H20 NPAT $48.8m nfa n/a 1 positive / 0 negative Neutral
THL NEUTRAL $4.00  +47.8% 1H20 NPAT $15.9m nfa n/a 2 positive / 2 negative Negative
VCT UNDERPERFORM  $3.20 5.1% 1H20 EBITDA  $306.0m nfa n/a 0 positive / 0 negative Neutral
VHP  OUTPERFORM  $2.69 -2.5% 1H20 EPS $4.6m nfa n/a 0 positive / 1 negative Neutral

Source: Forsyth Barr analysis, Bloomberg
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Risk to near term forecast earnings

We provide more detail in Figure 4 with additional comments from our analysts for the
companies that have been signalled with a positive bias or negative bias to near term
forecast earnings.

Figure 4. Risk to near term forecast earnings

Code Risk Bias

Comment

ATM

NZK
SUM

AlA
AR
CvT
DGL
FBU

FSF
KMD
NZM

PGW
POT
SCL
SKC

SKT
THL

Positive

Positive
Positive

Negative
Negative
Negative
Negative
Negative

Negative
Negative
Negative

Negative
Negative
Negative
Negative

Negative
Negative

Recent anecdotes and data from China supportive to growing market share and potential for more favourable margin commentary
under a different CEO.

Pricing trends positive. Some volume upside risk versus expectations from new farming techniques.

Earnings upside from better margins and volumes on the back of robust demand.

Subdued passenger growth rates exacerbated by coronavirus risk and potential deferral of Runway Land Charge beyond FY21.
Coronavirus demand uncertainty partially offset by weaker oil price.

Risk of negative surprise from ‘clearing the cupboard’ after a period of strategic review and new CEO commencing.

Indications of US market slow down and negative COGS impact from weaker prior harvest.

Australian activity continues to contract, and bushfires may have had an additional short-term impact. Competitive and cost pressures
not likely to have abated.

Challenges of a higher milk price and material strategic change underway.

Combination of tough Australian retail backdrop and impact on consumer from bushfires. Risk around acquisition integration.
Revenue pressures from structural pressures on print, and declines in digital advertising. Ongoing cost out needed to moderate
earnings decline.

Subdued farmer confidence and high farm debt expected to weigh on farmer activity.

Trade growth has slowed and outlook impacted by expected slowdown in log exports to China in light of coronavirus.

Challenging supply dynamics for food ingredients business combined with venison price decline.

Accounting treatment around the NZICC fire and the expected completion delay, coupled with risk to Chinese tourist visitation from
Coronavirus.

Large earnings downgrade provided in November. Continued revenue and cost pressures may further impact medium-term outlook.
More challenging operating environment as suggested in latest Apollo Tourism & Leisure downgrade places margins at risk.

Source: Forsyth Barr analysis

Estimated market median growth circa +2.8% for FY20

Figure 5 shows the growth across the market through FY20-22, at both a weighted
average level and median level. We also break the market growth down into large, mid
and small caps.

Figure 5. Estimated Market Earnings Growth (median EPS)

2020 2021 2022
S&P/NZX 50 +2.8% +7.7% +6.2%
S&PINZX 50 (wgtd) +3.6% +6.1% +5.5%
S&PINZX 50 ex Prop (wgtd) +3.9% +6.5% +6.0%
S&PINZX Large Cap +1.1% +2.4% +2.2%
S&P/NZX Mid Cap +3.0% +1.7% +6.5%
S&PINZX Small Cap +0.1% +15.8% +3.9%
FB Coverage +2.7% +7.8% +5.4%
Source: Forsyth Barr analysis
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Market growth comparisons and revisions

Across our full coverage of 62 companies, our weighted average growth expectations for
FY20 are up slightly since the last major reporting season. However, at a median level we
have reduced our growth expectations. Our three-year annualised weighted average
growth figures remain circa +5.0% with median growth estimates up +60bp with +5.3%
growth now forecast (from +4.7%).

Figure 6. S&P/NZX 50 Market EPS Growth

Weighted Median Weighted ex Prop
Aug-19 Current Aug-19 Current Aug-19 Current
FY20 +3.2% +3.6% +3.4% V +2.8% +3.6% +4.0%
Fy21 +6.4% V¥ +6.1% +6.3% +7.7% +6.7% V¥ +6.5%
FY22 +5.1% +5.4% +4.5% +5.6% +5.6% +5.9%
Annualised: +4.9% +5.0% +4.7% +5.3% +5.3% +5.4%

Source: Forsyth Barr analysis

Revisions by GIC for companies reporting this season

Containing the revisions to companies announcing results in the upcoming reporting
season, we present the revisions to median growth, per GIC, for FY20 and FY21 since
the last major reporting season in Figure 7. In general what we see is a pattern of
downgrades across the board for most GIC sectors.

Figure 7. EPS Growth Revisions per GIC (current versus August 2019)

FY20 EPS FY21 EPS

Current AsatAugl9 Change  Current AsatAug19 Change
Consumer Discretionary +2.7% +3.1% V -42bp +5.3% +0.8% +453bp
Consumer Staples +19.0% +21.4% V -245bp  +21.2% +29.0% V -784bp
Energy n/a n/a n/a +24.0% +23.0% +105bp
Financials +11.1% +11.1% +0bp +12.6% +12.6% +0bp
Health Care +14.5% +10.2% +431bp  +7.7% +7.7% +0bp
Industrials +1.5% +5.0% V -348bp  +8.5% +13.3% V -474bp
Information Technology n/a n/a n/a n/a n/a n/a
Materials -37.8% -4.8% V -3294bp  +63.1%  +1155% 'V -5244bp
Real Estate +3.0% +3.0% -Obp +4.0% +5.8% V¥ -175bp
Communication Services ~ -20.0% -10.0% V -1004bp  -11.3% +3.5% V -1475bp
Utilities +1.7% -4.5% +623bp  +11.7% +11.6% +9bp

Source: Forsyth Barr analysis
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Market consensus EPS momentum

Using consensus estimates, Figures 8 & 9 show EPS momentum for FY20 and FY21
over various time frames, both years have a negative skew, with FY21 being the largest.

Figure 8. Consensus EPS Momentum: FY20 Figure 9. Consensus EPS Momentum: FY21
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Consensus momentum by size and thematic

Diving deeper, we explore momentum across the large, mid and small caps in Figure 10
(vs a 15 week average) and also by thematic (Structural Growth, Cyclicals and Defensive
Yield) in Figures 11-13 (vs 5, 10 & 15 week averages).

Figure 10. Consensus 15 week EPS Momentum (by Size): FY20 Figure 11. Consensus 5 week EPS Momentum (by Thematic): FY20
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Figure 12. Consensus 10 week EPS Momentum (by Thematic): FY20 Figure 13. Consensus 15 week EPS Momentum (by Thematic): FY20
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Outlook comments need to show support

Figure 14 outlines companies reporting in the upcoming season whose FY20 EPS growth
expectations exceed our current market growth (median of +2.8%). Given the heightened
valuation level of the market, should outlook comments surprise on the downside the

price reaction may be swift.

Figure 14. Rep Season Companies: FY20 growth above FB median growth expectations (+2.8%)

Code Company Result Index Status ~ FY20 Growth
PGW PGG Wrightson 1H20 Small Cap +62.0%
FSF Fonterra 1H20 Mid Cap +28.8%
NZK New Zealand King Salmon 1H20 Small Cap +21.4%
ATM The a2 Milk Company 1H20 Large Cap +19.0%
EBO EBOS Group 1H20 Mid Cap +17.1%
SUM Summerset Group FY19 Mid Cap +16.7%
MHJ Michael Hill Intl 1H20 Small Cap +15.2%
OCA Oceania Healthcare 1H20 Mid Cap +14.5%
SML Synlait Milk 1H20 Mid Cap +12.5%
NZX NZX FY19 Mid Cap +11.1%
AIR Air New Zealand 1H20 Mid Cap +9.0%
KMD Kathmandu Holdings 1H20 Mid Cap +7.7%
MEL Meridian Energy 1H20 Large Cap +6.7%
PCT Precinct Properties NZ 1H20 Mid Cap +6.4%
VCT Vector 1H20 Mid Cap +4.6%
FRE Freightways 1H20 Mid Cap +3.1%
VHP Vital Healthcare 1H20 Mid Cap +3.0%
SCL Scales FY19 Mid Cap +3.0%

Source: Forsyth Barr analysis

Figure 15. Total Revenue Growth Forecast (6mth growth on pcp)
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Figure 16. EBITDA Growth Forecast (6mth growth on pcp)
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Figure 17. Normalised EPS Growth Forecast (6mth growth on pcp)

Source: Forsyth Barr analysis
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Figure 18. Dividend per Share Growth Forecast (6mth growth on pcp)

Source: Forsyth Barr analysis
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Figure 19. Aggregated Total Revenue Growth (6mth on pcp)
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Reporting season — Historic growth versus forecast growth

Figures 19-24 show the historic and forecast growth for Total Revenue, EBITDA,
Normalised EPS and Dividend per Share versus the S&P/NZX 50 capital index. Growth is
based on the six-month reporting period.

Figure 20. Median Total Revenue Growth (6mth on pcp)
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Figure 21. Aggregated EBITDA Growth (6mth on pcp) Figure 22. Median EBITDA Growth (6mth on pcp)
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Figure 23. Aggregated Normalised EPS Growth (6mth on pcp) Figure 24. Median Normalised EPS Growth (6mth on pcp)
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Figure 25. Reporting Calendar
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Week Beginning 10 Feb 2020
Monday Tuesday Wednesday Thursday Friday
10-Feb 11-Feb 12-Feb 13-Feb 14-Feb
Contact Energy Sky TV SKYCITY NZX
Skellerup Holdings
Week Beginning 17 Feb 2020
Monday Tuesday Wednesday Thursday Friday
17-Feb 18-Feb 19-Feb 20-Feb 21-Feb
Property For Industry Fletcher Building Auckland Airport Genesis Energy
Spark NZ EBOS Group
Vital Healthcare Precinct Properties NZ

Week Beginning 24 Feb 2020
Monday Tuesday Wednesday Thursday Friday
24-Feb 25-Feb 26-Feb 27-Feb 28-Feb
Chorus Comvita Meridian Energy Air New Zealand Port of Tauranga
Freightways Delegat Group * Metlifecare The a2 Milk Company Tourism Holdings
Steel & Tube Holdings Mercury Michael Hill Intl New Zealand King Salmon

NZME PGG Wrightson Refining NZ

Summerset Group Scales

Vector
Week Beginning 02 Mar 2020
Monday Tuesday Wednesday Thursday Friday
2-Mar 3-Mar 4-Mar 5-Mar 6-Mar

The Warehouse Group *
Week Beginning 09 Mar 2020
Monday Tuesday Wednesday Thursday Friday
9-Mar 10-Mar 11-Mar 12-Mar 13-Mar
Week Beginning 16 Mar 2020
Monday Tuesday Wednesday Thursday Friday
16-Mar 17-Mar 18-Mar 19-Mar 20-Mar
Briscoe Group Fonterra Synlait Milk
Week Beginning 23 Mar 2020
Monday Tuesday Wednesday Thursday Friday
23-Mar 24-Mar 25-Mar 26-Mar 27-Mar
Kathmandu Holdings *

Source: Forsyth Barr analysis, IRESS, NZX, *estimated
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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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