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Chart Book and Outlook

Key message: Strong outperformance over the last six months, but in

general still down from a year ago. The big movers were where balance Q:W&gg Ztoe”er

sheet concerns drove down valuations — but we would be switching to 082 801 2071

the less-speculative better managed companies now. Gains in the rowan.goeller@chronux.co.za
second leg of a cyclical recovery are the domain of higher quality

companies.

B As we move into 2021, we look at the performance of the Diversified
Industrials through 2020 and make some adjustments to our
recommendations after strong price moves.

B The sector has rebounded strongly over the past six months
(outperforming the ALSI), although the 12-month performance is still
mostly negative (underperforming the ALSI).

B The cyclical nature of the sector was highlighted through the Covid-19
lockdowns, with a number of large declines followed by significant
recoveries in share prices.

B Balance sheet concerns was the primary driver of the volatility as some
companies had to engage lenders for debt covenant relaxations.

B We can divide the sector along three main themes (with a direct link to
volatility):

m Higher guality - Conservative balance sheet, more sustainable and
stable businesses:

o Afrimat, Bidvest, Bidcorp, Cashbuild, KAP, Super Group,
Raubex, WBHO

m  Middle ground — High operational gearing, structural change in
company or sectors:

o Barloworld, Invicta, Imperial, Motus

B Lower quality - Geared balance sheet, structural changes in
business model and more cyclical businesses:

o Nampak, PPC

B We continue to lean towards the higher quality companies in our
valuation ranking — there is still considerable gearing to an economic
recovery in South Africa and relative outperformance is still possible.

Company Ticker Share Price Target Price % Upside
PPC PPC-ZA 158 2.54 86% Overweight

B The Covid-19 impact seems to moved from lockdowns to disruption wero weoza s 12100 % Overwelght
. . . . . . . . Raubex RBX-ZA 23.01 30.52 33% Overweight
caused by high infection rates within companies. This could define the iicaHoldings  VTZA 1680 20 9 )

. . Bidvest BVT-ZA 164.57 206.00 25% Overweight
1H CY21 results season as strong cost-cutting efforts implemented last SwerGow  WEZA B0 030 2 ot
. . . KAP Industrial KAP-ZA 373 428 15% Overweight

year are impacted by these disruptions. Nampak Nekza 200 213 S et

Bidcarp BID-ZA 27179 27800 2% Neutral

. . . . . Bar.\nwur\d BAW-ZA 98.01 99.00 1% Neutral

B The implementation of a global vaccination program in 1H CY21 should fmat o Amah oA
help some normalisation in 2H CY21, although this has likely been e e o e e

priced in already. However, valuations remain low in the Diversified
Industrial sector and relative outperformance is possible should the
economic outlook improve.
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Valuation Table

B Our forecasts and recommendations appear in the following table.

Figure 1 Valuation and Recommendation

Company Ticker Share Price Target Price % Upside = Recommendation
PPC PPC-ZA 1.58 2.94 86% Overweight
WBHO WBO-ZA 85.37 134.00 57% Overweight
Raubex RBX-ZA 23.01 30.52 33% Overweight
Invicta Holdings IVT-ZA 16.60 22.00 33%

Bidvest BVT-ZA 164.57 206.00 25% Overweight
Super Group SPG-ZA 25.10 30.50 22% Overweight
KAP Industrial KAP-ZA 3.73 4.28 15% Overweight
Nampak NPK-ZA 2.04 2.13 1% Neutral
Bidcorp BID-ZA 271.79 278.00 2% Neutral
Barloworld BAW-ZA 98.01 99.00 1% Neutral
Afrimat AFT-ZA 41.65 41.00 -2%

Cashbuild CSB-ZA 236.13 229.00 -3% Neutral
Imperial Logistics  IPL-ZA 41.00 35.00 -15% Underweight
Motus Holdings MTH-ZA 60.50 51.00 -16% Underweight

Source: Factset, Chronux Research

B HEPS forecasts are shown below.

Figure 2 HEPS Forecasts

1HFY20 2HFY20 FY20A 1HFY21 2HFY21 FY21E 1HFY22 2HFY22 FY22E

Bidcorp HEPS 7.27 0.12 7.40 4.05 7.82 11.86 6.58 8.76 15.34
Bidvest Normalised HEPS 6.09 4.17 10.27 6.01 6.22 12.23 9.19 7.68 16.87
Barloworld HEPS 268 -424 -156 305 405 710 472 591 1063
Cashbuild HEPS 762 376 1138 777 1002 1779 1090 1014 2104
Imperial Logistics HEPS 279 (128) 151 253 197 450 333 196 529
Invicta Holdings HEPS 1.49 (0.91) 0.58 1.72 0.92 2.64 1.73 1.59 3.32
KAP Core HEPS 21.7 -6.9 14.7 21.3 19.1 40.4 28.6 19.3 47.9
Motus Holdings  HEPS 504 (216) 288 416 363 780 331 320 651
Nampak HEPS 7 (84) (77) 25 43 68 38 57 95
Super Group Core HEPS 165 5 174 132 150 282 196 195 391
Afrimat HEPS 180 163 344 181 261 442 102 135 237
PPC HEPS 36 -9 27 19 11 30 24 28 52
Raubex HEPS 58 102 161 -26 181 154 165 201 366
WBHO HEPS 411 -1334 -923 613 728 1341 890 902 1792

Source: Factset, Chronux Research
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Valuation Comparison — PE and EV/EBITDA

Figure 3 Diversified Industrials - PE Multiples
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Figure 4 Diversified Industrials — EV/EBITDA Multiples
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Figure 5 Diversified Industrials - PE Multiples
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Figure 6 Diversified Industrials — EV/EBITDA Multiples
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Figure 7 Diversified Industrials - PE Multiples
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Figure 8 Diversified Industrials — EV/EBITDA Multiples
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Share Price Performance

Figure 9 3-month share price performance Figure 10 6-month share price performance
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Figure 11 12-month share price performance Figure 12  3-year share price performance
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Figure 13 5-year share price performance
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Figure 14 Barloworld — Share price performance

Share Price Performance

Figure 15 Bidcorp — Share price performance
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Figure 16 Bidvest — Share price performance

Figure 17 Cashbuild — Share price performance
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Figure 18 Imperial — Share price performance Figure 19 Invicta — Share price performance
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Share Price Performance

Figure 20 KAP — Share price performance

Figure 21  Motus — Share price performance
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Figure 22 Nampak — Share price performance

Figure 23  Super Group — Share price performance
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Figure 24  Afrimat — Share price performance

Figure 25 PPC - Share price performance
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Share Price Performance

Figure 26 Raubex — Share price performance

Figure 27 WBHO - Share price performance
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Financial Forecasts

Figure 28 Barloworld - HEPS Figure 29 Bidcorp - HEPS
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Figure 30 Bidvest - HEPS Figure 31 Cashbuild Holdings - HEPS
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Figure 32 Imperial Logistics - HEPS Figure 33 Invicta - HEPS
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Figure 34 KAP - HEPS Figure 35 Motus - HEPS
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Figure 36 Nampak - HEPS Figure 37  Super Group - HEPS
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Figure 38 Afrimat - HEPS Figure 39 PPC - HEPS
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Figure 40 Raubex - HEPS Figure 41 WBHO - HEPS
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Price/Book

Figure 42 Barloworld — Price/Book

Figure 43 Bidcorp - Price/Book
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Figure 44 Bidvest - Price/Book

Figure 45 Cashbuild Holdings - Price/Book
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Figure 46 Imperial Logistics - Price/Book

Figure 47 Invicta - Price/Book
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Price/Book
Figure 48 KAP - Price/Book Figure 49 Motus - Price/Book
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Figure 50 Nampak - Price/Book Figure 51  Super Group - Price/Book
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Figure 52 Afrimat - Price/Book Figure 53 PPC - Price/Book
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Price/Book
Figure 54 RBX - Price/Book Figure 55 WBHO - Price/Book
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Disclaimer:

This report is not investment, financial, accounting or tax advice and is provided for information purposes only. In preparing this report
we did not take your specific needs and investment objectives into account. Any prices or quotations provided are indicative only and
may not be used or relied on for any purposes, including valuation purposes. Opinions expressed in this communication may change
without any notice. This communication is not a solicitation to buy or sell any product. To the extent permitted by the law, Chronux
Research Pty. Ltd. and/or the author(s) accept no responsibility or liability (in negligence or otherwise) for loss or damage resulting from
the use of or relating to any error in the information provided. This information has been prepared in good faith and is based on
information obtained from third party sources. Any modelling, scenario analysis past or simulated past performance (including back-
testing) contained in this information is no indication of future performance. This product may not be eligible for distribution in all
jurisdictions and is directed at institutional investors who have professional experience as defined by the applicable law and/or
regulation in the relevant jurisdiction. It is not for retail investors and may not be distributed into any jurisdiction where the information is
not permitted. This communication is for the intended recipient only and if you have received this communication in error or in an
unlawful manner the report must be destroyed, and the author notified immediately. These disclaimers and exclusions shall be
governed and construed in accordance with South African law. If any provisions of these disclaimers and exclusions shall be unlawful,
void or for any reason unenforceable then that provision shall be deemed severable and shall not affect the validity and enforceability of
the remaining provisions. © Chronux Research Pty. Ltd. All rights of Chronux Research Pty. Ltd are reserved.
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