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Colorpak Ltd (42c —Hold )

e CKL this week reported an Interim NPAT of $3.3m, Investment Fundamentals
+3% on pcp. Market Cap:$ 32m
» CKL declared an unchanged 1.25c fully franked 2008 2009 2010
interim dividend to be paid on 1 April, books 6
March. NPAT $m 6.2 6.6 7.0
» The DRP which was introduced in 2008 has EPS c 77 8.1 8.6
been suspended. P/E X 54 592 4.9
ColorPak Relative P/E % 55 56 59
Financial Summary h1os  h208 2008 . h109 Dividend per Share c 4.0 3.0 4.0
% chg Yield % 95 71 9.5
Sales Revenue 39.5 38.3 77.8 40.3 2.0% Franking % 100% 100% 100%
EBITDA 7.3 7.1 14.4 7.4 1.7%
EBITDA Margin lod%  185%  18.4%  18.3% Normalised eps growth 23.8% 4.8% 5.5%
EBIT 59 5.6 115 6.0
EBITA Margin 149%  147%  148%  149%  0.1% Source: Shaw Institutional Stockbroking
Net Interest Expense (1.3) (1.3) (2.6) 1.2) s0.70
Pre tax Profit 4.6 4.3 8.9 4.8 4.0% s -
Tax Expense (1.4) (1.3) (2.7) (1.4) 120
NPAT 3.21 3.0 6.2 33 3.2% o
» CKL’s revenue growth was consistent with the gm ® g
modest growth in the folding carton market, with % om0 )
no major accounts won or lost. Demand from the v
beverage and pharmaceutical sectors was s020 ©
resilient. CKL maintain the maintenance of its
enhanced share (8.5% at IPO in 2004 to 11.2% as [—ot —smren »
at 6/08) reflects its investment in growth, the
strength of its service culture and adding then ¥ oo == ’
cross-selling from its specialist flexibles business,
(printed foils, laminates and labels).( Source: IRESS
* The strong trading performance (ie maintenance of FYO6 FYO7 FYO08 1h09
operating margins in flat demand environment) largely
ref_lects the.|mprovement in operating performance EBITDA/Margin%  16.9% 17.5% 18.4% 18.3%
of its factories (product quality, delivery performance). - - - -
The operating performance at the greenfield Gearing

factory at Regents Park (commissioned in 2006)
continued to improve with the installation during
the period of a new press and cutting machine,
which lifted capacity and reduced use of overtime
labour. This improvement more than offset the
increase in raw material prices and the ongoing
proportionate decline of contribution from the
higher margin pharmaceutical and healthcare
sectors. An ongoing reduction in net debt is expected, with
capex of <$2m expected in each of the next 2 years,
which should allow net debt to fall below $20m.

CKL'’s net debt was reduced by $2m (5%) to $27m and
gearing (Net debt/EBITDA) declined to <2x, well under
its borrowing covenant of 3x, despite the sizeable
capex spend undertaken ($4.2m versus $1.4m
depreciation charge). The main driver of this was
tighter working capital management, particularly
achieving a $2m reduction in trade debtors.

SHAW Stockbroking Limited
5 February 2009 Page 1 of 3




g INSTITUTIONAL RESEARCH

Earnings Outlook

Unless there is a significant deterioration in trading
conditions CKL expect to achieve at least FY08's
profitability of $6.2m ie $3m required in 2h09.

CKL has re-signed three of top 5 customers to
contracts with terms of 2 to 3 years and expects the
others to be resigned this year.

Shaw Line

The interim result was in line with our forecast, with the
slight improvement in operating margins offsetting a
weaker revenue line.

The continued improvement in operating margins
again suggests CKL didn’t buy contracts to fill the
Regents Park plant, when commissioned. Moreover
the installation of a new MIS system during FY08
appears to have allowed an improvement in operating
efficiency, eg thru greater benchmarking of machine
speed and downtime.

We attribute the lack of greater definition to the FY09
guidance to conservatism, given the prospectively
weaker demand environment. We understand that
although such weakness hasn't emerged to date but
CKL'’s order time visibility isn’t long. We have
marginally clipped our near-term forecasts incl FY09 to
a NPAT of $6.6m from$6.8m to reflect that risk.
Looking forward we consider the key risk to operating
earnings to be an adverse competitive response from
Amcor, who continue to lose market share ( 34% in
2004 to current ~25%) or Visy seeking to reverse the
market share loss incurred following its acquisition of P
and | Industries in 2006. This risk though remains a
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double edge sword, particularly if the long talked of
merger of AMC and Carter Holt Harvey materialises
(combined 50% market share) given customers increasing
desire for dual supply and CKL's history of service
quality. CKL itself also could become part of further
industry consolidation.

CKL'’s market pricing also assumes little, ie 40%
Relative P/E discount, a 7% fully franked dividend yield
is on offer and its balance sheet is strong.. That said
CKL'’s lack of market liquidity is a constraint to
institutional investment and given the maturity of the
market and that achieving 10% pa NPAT growth will
require an acquisition, be it taking out one of the
independents CKL or stepping out its service offering.
As such we are cautious as to CKL'’s ability to achieve
strong market outperformance from here.

The author has an economic interest in the securiti es of this
company
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SHAW Stockbroking Limited ABN 24 003 221 583 ("SHAW") is a participant of ASX Limited and holder of
Australian financial services licence number 236048.

ANALYST CERTIFICATION

The Research Analysts who prepared this report hereby certify that the views expressed in this document
accurately reflect the analysts’ personal views about the companies and their financial products.

The Research Analyst has not been, is not, and will not be receiving direct or indirect compensation for expressing
the specific recommendations or views in this report. As at the date of this report the Research Analyst has an
interest in the financial products of CKL.

DISCLAIMER

This report is published by SHAW to its clients by way of general, as opposed to personal, advice. This means it
has been prepared for multiple distribution without consideration of your investment objectives, financial situation
and needs (“personal circumstances”). Accordingly, the advice given is not a recommendation that a particular
course of action is suitable for you and the advice is therefore not to be acted on as investment advice. You must
assess whether or not the advice is appropriate for your personal circumstances before making any investment
decisions. You can either make this assessment yourself, or if you require a personal recommendation, you can
seek the assistance of your SHAW client advisor.

This report is provided to you on the condition that it not be copied, either in whole or in part, distributed to or
disclosed to any other person. If you are not the intended recipient, you should destroy the report and advise
SHAW that you have done so.

This report is published by SHAW in good faith based on the facts known to it at the time of its preparation and
does not purport to contain all relevant information with respect to the financial products to which it relates.
Although the report is based on information obtained from sources believed to be reliable, SHAW does not make
any representation or warranty that it is accurate, complete or up to date and SHAW accepts no obligation to
correct or update the information or opinions in it.

If you rely on this report, you do so at your own risk. Any projections are estimates only and may not be realised
in the future. Except to the extent that liability under any law cannot be excluded, SHAW disclaims liability for all
loss or damage arising as a result of any opinion, advice, recommendation, representation or information
expressly or impliedly published in or in relation to this report notwithstanding any error or omission including
negligence.

DISCLOSURE

SHAW will charge commission in relation to client transactions in financial products and SHAW client advisors will
receive a share of that commission. SHAW, its subsidiaries, its associates and their respective officers and
employees may have earned previously, or may in the future earn, fees and commission from dealing in the
Company's financial products.
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