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LaserBond
Resilient business model delivering organic and acquisitive growth

Event: 1H22 result & commentary 24 February 2022
LBL reported $13.4m in 1H-FY22 revenue (+13.4%pcp), S3.2m in U-EBITDA Thomas Chapman
(+26.2%pcp) and $1.5m in U-NPAT (+28.1%pcp). On the backdrop of Covid tchapman@ccz.com.au
disruptions, Wayne Hooper and LBL have re-enforced the quality and 6129238 8222
sustainability of LBL’s core business and continued acquisitive growth post

1H22.

. . - . g . . Stock Code LBL
Proving business resilience in difficult operating environment Last Close 83.0cps
An excellent Products division result (+18.5%pcp) underpinned by strong Market Cap $90.5m
demand from OEM customers for self-branded products, and steel mill roll Enterprise Value $85.8m
momentum has offset the Services division hindered by lockdowns and border Shares on lssue 109.1m
closures (+6.1%pcp). With technology contracts booked in for 2H22, the Sector Capital Goods
strength of LBL's primary divisions proves the resilience of LBL's model. Index None

Australian reach enhanced by strategic QLD Acquisition
LBL completed the acquisition of QLD-based QSP Engineering at the end of Jan,

Top 5 Shareholders

expecting to earn revenues in excess of $2.0m for the remaining of FY22. A full Wayne Hooper 10.26%
H 0,

suite of thermal spray and 2 new laser systems, a strong blue-chip client base, Diane Hooper 9.06?
and historically stronger NPAT margins of ~31% indicates a highly Rex Hooper 6.39%
Lillian Hooper 5.16%

complementary and strategic acquisition for LBL's services segment in Australia. )
Universal-Investment-Gesellschaft mbH 5.11%

FY22 Outlook

Whilst the FY22 revenue target was revised to $35.0m amidst to Covid impacts,
LBL's strong track record of integrating bolt-on acquisitions, the recent 1H22 LBL CCZe. Var.
instalment of VIC's first laser cell and sizeable markets overseas re-opening for Revenue 13.3 13.7 2.1%
LBL product sales agents, positions LBL very positively for even greater growth U-EBITDA 3.2 31 +4.2%

in 2H22. We note that LBL have also set a revenue target for >560m by FY25.
U-NPAT 1.5 1.1 +41.2%

Valuation Summary

Our investment thesis and valuation remain unchanged since our last reported
upgrade in December 2021. We have valued LBL on a blended DCF and peer
EV/EBITDA method, implying a 12-month valuation of 130-140cps, a 62.7%
upside to LBL’s last close.

Earnings Forecasts Performance Metrics

2020A 2021A 2022 2023 2024 2020A 2021A 2022 2023 2024
P&L Brief Valuation
Revenue 22.2 24.7 33.8 37.7 42.4 P/E 28.1x 32.9x 18.6x 14.5x 11.1x
U-EBITDA 6.2 6.4 9.1 11.6 14.1 EV/EBITDA 14.1x 14.3x 9.8x 7.4x 5.8x
U-EBIT 4.2 3.8 6.4 8.9 11.5 EV/EBIT 20.8x 23.9x 13.8x 9.6x 7.1x
U-NPAT 2.8 2.4 4.6 6.3 8.2 EV/Rev. 3.9x 3.7x 2.6x 2.3x 1.9x
U-EPS (cps) 3.0 2.5 4.5 5.7 7.5 Div Yield 1.3% 1.4% 2.5% 2.8% 3.9%
Growth Margins
Revenue (2.2%) 11.2% 37.2% 11.3% 12.7% U-EBITDA 27.9% 25.9% 26.9% 30.7% 33.1%
U-EBIT (0.6%) (26.2%) 129.5% 38.6% 29.1% U-EBIT 19.0% 15.5% 19.0% 23.7% 27.2%
U-EPS (0.4%) (14.6%) 77.1% 28.5% 30.7% U-NPAT 12.6% 9.8% 13.5% 16.6% 19.3%

Values in AUD’m unless otherwise stated

This is a research publication of CCZ Equities Pty Limited ABN 97 085 277 881 as a Corporate Authorised Representative
reference number 273728 of CCZ Equities Australia Pty Ltd ABN 16 104 843 370 AFS Licence 239946.
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LASERBOND (LBL AX) Analyst: Tom Chapman e: tchapman@ccz.com.au p: 61-2-9238-8222
- Values are in millions and in AUD unless otherwise expressly stated
Latest Published Forecast Date: 24 Feb 2022
Market Capitalization 91m Index None Year End Jun Reporting Currency AUD
Share Price (AUD/share) 0.83 Sector Capital Goods Shares on Issue (m) 109.1
Segment Performance 2020A 2021A 2022 2023 2024 Summary 2020A 2021A 2022 2023 2024
Sales PE 28.1x 32.9x 18.6x 14.5x 11.1x
Services 12.8 11.6 13.8 16.2 17.8 EV/EBITDA 14.1x 14.3x 9.8x 7.4x 5.8x
Products 9.2 13.0 154 17.8 204 EV/EBIT 20.8x 23.9x 13.8x 9.6x 7.1x
Technology 0.2 0.1 4.6 3.7 4.2
Sales Growth (2.2%) 11.2% 37.2% 11.3% 12.7%
EBITDA U-EPS Growth (0.4%) (14.6%) 77.1% 28.5% 30.7%
Services 4.0 3.0 35 4.7 57
Products 3.0 4.1 4.6 6.2 7.4 U-EBIT Margin 17.2% 11.4% 19.0% 23.7% 27.2%
Technology (0.0) (0.1) 15 14 16 ROFE 20.2% 14.9% 22.6% 29.3% 33.4%
EBITDA Margin Gearing (ND/ND+E) (3.6%) 6.6% (11.3%) (32.6%) (55.8%)
Services 31.4% 25.7% 25.6% 29.3% 32.1% ND/EBITDA (0.1x) 0.2x (0.2%) (0.4%) (0.6x)
Products 32.3% 31.5% 29.5% 34.8% 36.4%
Technology (21.7%) (84.6%) 33.5% 36.6% 38.7% Dividend (cps) 1.10 1.20 2.10 230 3.20
Yield 1.3% 1.4% 2.5% 2.8% 3.9%
Franking 100.0% 100.0% 100.0% 100.0% 100.0%
65.1%
Income Statement 2020A 2021A 2022 2024
52.0%
Revenue 22.2 24.7 33.8 37.7 42.4
U-EBITDA 6.2 6.4 9.1 116 141
29.5% D&A (2.0) (2.6) (2.6) (2.6) (2.5)
U-EBIT 4.2 3.8 6.4 8.9 11.5
. Net Interest (0.4) (0.5) (0.5) (0.5) (0.5)
7:9% U-PBT 38 34 6.0 85 111
i3 o5 29 25 25 U-Tax (1.0) (0.9) (1.4) (2.2) (2.9)
U-NPAT 2.8 2.4 4.6 6.3 8.2
2020A 2021A 2022 2023 2024 One-offs 0.0 0.4 0.1 0.0 0.0
New EBITDA ——Incremental EBITDA Margin NPAT 28 28 47 63 82
U-EPS (cps) 2.95 2.52 4.46 5.74 7.50
Basic EPS (cps) 295 2.96 4.60 5.74 7.50
Key Spend Items Wtd Avg SOI (m) 95.0 96.0 102.6 109.1 109.1
4.0%
3.8%
3.4% Balance Sheet 2020A 21A 2022 2023 2024
2.7% 2.9%
. 2.5% Cash & Equivalents 4.0 4.9 7.7 10.7 14.3
Trade Receivables 44 5.8 7.8 7.6 8.5
1.8% 1.9% 1.9%
8% 0 0 1.7% Inventories 35 34 48 43 a8
PPE 6.6 9.6 9.0 8.5 8.2
Right of Use Assets 4.7 4.4 39 3.9 3.9
Goodwill 0.0 0.0 0.0 0.0 0.0
Other Intangibles 0.0 0.1 0.1 0.1 0.1
2020A 2021A 2022 2023 2024 Other 0.4 13 2.0 20 2.2
R&D / Sales B Capex / Sales Total Assets 23.6 29.5 35.4 37.2 42.0
Trade Payables 1.2 24 34 32 34
Debt 0.8 5.9 5.9 59 59
Lease Liabilities 4.9 52 52 52 52
16.5% Total Liabilities 11.4 15.3 18.0 17.8 18.6
15.6% o7
Net Assets 12.2 14.3 17.4 19.4 23.4
12.5% 11.8% Contributed Equity 7.0 74 181 182 182
8.5%
Cash Flow Statement 2020A 21A 2022 2023 2024
Cash EBITDA 6.2 6.4 9.6 111 14.5
14.2% 9.5% 18.1% 17.1% 15.8% Change in Working Capital (0.5) (0.2) (2.4) 0.5 (1.0)
Net Interest Paid (0.4) (0.5) (0.5) (0.5) (0.5)
2020A 2021A 2022 2023 2024 Tax Paid (1.0) (1.0) (1.5) (2.2) (2.9)
Capex / Operating Cash Flow ——Free Cash Margin Other 00 0.0 00 00 00
Operating Cash Flow 4.3 4.8 5.4 8.9 10.1
Capital Expenditure (0.6) (0.5) (1.0) (1.5) (1.6)
Earnings Quality Acquisitions 0.0 (0.8) (9.3) 0.0 0.0
Other 0.0 (0.0) 0.0 0.0 0.0
33.4% Investing Cash Flow (0.6) (1.3) (10.2) (1.5) (1.6)
Change in Debt 0.0 0.0 0.0 0.0 0.0
20.2% 22 Change in Equity (0.0) (0.0) 10.5 0.0 0.0
Dividends Paid (0.6) (0.8) (1.0) (2.6) (3.1)
Lease Payments (1.2) (1.7) (1.8) (1.8) (1.8)
Other 0.0 0.0 0.0 0.0 0.0
Financing Cash Flow (1.9) (2.6) 7.6 (4.4) (4.9)
20.8 25.6 28.5 30.5 345
Net Cash Flow 1.8 0.9 2.8 3.0 3.6
2020A 2021A 2022 2023 2024 Ending Cash 4.0 4.9 7.7 10.7 14.3
Estimated Capital Employed ——ROFE
Free Cash Flow 2.8 2.9 2.9 5.9 7.0
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INVESTMENT THESIS

LaserBond is a proprietary laser-cladding technology enabled, Australian market leader (proven by its blue-chip client base)
that is increasingly well positioned for step-change growth in the North American and European markets via (1) the roll-out
of its cost-economic and ESG leading, wear-resistant heavy industrial products, and (2) licensing of its IP to major heavy

industrial businesses and global OEMs.

Escalating cost and ESG concerns are driving heavy
industrial businesses globally to adopt machinery
wear & tear reduction solutions...

... in turn creating a generational opportunity for blue-
chip proven, IP-enabled, Australian laser-cladding market
leader LaserBond to grow into the US and EU markets...

Global machinery wear & tear impact i P R R R

across all markets & sectors E abatement potential by

\ improving wear-life of
i heavy machinery parts

6.5%

3.5%+
2.1%+

Cost/GDP LT Cost/GDP Laser Cladding
Potential Market 5yr CAGR

Source: Industry Data (see Initiation Report), CCZ Analysis

Global Energy
Consumption

Growth
11.2% 11.3% 12.7% 10.2%
2.2% 37.2%
46.8
42.4
33.8 377 -
' EN
4.6 22.5
24.7
22.2 17.8
15.4
2020A 2021A 2022 2023 2024 2025

Services (Mature) M Products (Scale-up) M Technology (Start-up)

Source: Company Data, CCZ Analysis

... using a near fully invested cost base and with
significant latent capacity in existing assets...

... to deliver solid ROFE uplift in the years ahead, and with
a pristine balance sheet poised for accretive acquisitions.

52.0% 51.0% 49.3% 50.1% 51.0% 51.1%
33.1% 34.3%
30.7%
27.9% 25.9% 26.9% ;
4.6 5.6 7.0 6.6 6.9 7.1
2020A 2021A 2022 2023 2024 2025
= Fixed Costs mmm R&D COGS ===GP Margin ====EBITDA Margin

Source: Company Data, CCZ Analysis

33.2% 34.4%

(1.0)
2020A 2021A 2022 2023 2024 2025
Net Cash (Debt) Position = ROFE

Source: Company Data, CCZ Analysis
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DASHBOARD

Services Segment

38.7%

mmm Recurring Revenue Upfront Revenue —Licenses Sold

Source: Company Data, CCZ Analysis

33.3%
31.4% 32.1%
5.8% 11.3% 14.8% 188% 17.1% 1500 10.0% 29.3%
. 25.7% 25.6%
(9.3%) ) 6.5
196 21.7% 5.7
17.8 ' 4.7
138 o2 4.0 35
12.8 . .
100 112 11.6 26 3.0
7.2 1.6 1.8
2017A 2018A 2019A 2020A 2021A 2022 2023 2024 2025 2017A 2018A 2019A 2020A 2021A 2022 2023 2024 2025
Revenue w— Growth I EBITDA = Margin
Source: Company Data, CCZ Analysis
Products Segment
62.8%
38.2% ' 41.3% 22.3% 34.8% 364% 37.2%
19.3% 15.0% 15.0% 2% 31.5%
10.5% 0.4% o © 10.0% 29.1% 29.5% N 8.4
e 204 22.5 19.5% 6.2 '
13.0 15.4 ’ :
: 3.0
9.1 9.2 2.7
5.1 5.6 1.0 0.9
2017A 2018A 2019A 2020A 2021A 2022 2023 2024 2025 2017A 2018A 2019A 2020A 2021A 2022 2023 2024 2025
Revenue w— Growth N EBITDA =—Margin
Source: Company Data, CCZ Analysis
Technology Segment
7 9
i 3 > seeo 387% 40.5%
46 12 a7 1.9
3.7 1.6
13 g4
2.6 :
3.9 2.6 2.6
0.3 0.3
2017A 2018A 2019A 2020A 2021A 2022 2023 2024 2025 2017A 2018A 2019A 2020A 2021A 2022 2023 2024 2025

mmm EBITDA =——EBITDA Margin

Group ROFE

30.9%

33.2% 34.4%

29.2%

2015A 2016A 2017A 2018A 2019A

Est. Average Capital Employed
Source: Company Data, CCZ Analysis

2020A

2021A 2022 2023 2024 2025

e ROFE
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ACQUISITION SUMMARY

QSP Engineering Snapshot

An established specialised surface engineering company servicing QLD and northern NSW:
e Located in Bethania (QLD), north-west of Gold Coast.
e  Full suite of thermal spraying equipment and 2 near new laser systems.
e Established blue-chip client base over a range of sectors including mining, earth moving and heavy engineering.

Acquisition Metrics

Key pre- and post-acquisition metrics are:
e QSP have generated revenue in excess of $3.5m and approx. $1.1m NPAT in each of the past 3 years representing
materially stronger NPAT margins to LBL at this stage
e Acquisition impact on FY21 pro-forma would be to increase NPAT $0.9m (33%), EBITDA by $1.6m (+25%) and
revenue by $3.8m (16%)
e Acquisition consideration of $9m cash payment — represents 5.7x FY21 EBITDA and 9.6x NPAT

Acquisition Rationale for LBL

The acquisition provides LaserBond with numerous operational synergies as they expand into QLD:
e Bethania base allows LBL to supplement further Northern NSW clients whilst also access new untapped central and
northern regions of QLD.
e LBLintends to immediately leverage and upgrade the 2 existing laser systems with LBL’s IP and system technology,
therefore requiring minimal capital expenditure to be completely operational.
e Expecting all staff to continue employment through LBL, unlocking critical expertise and headcount to service new
markets.

CCZ Commentary

e Strategic bolt-on acquisition delivered as guided by the company with strong existing asset and client base requiring
minimal capital expenditure given current technology present. This allows for immediate start of business and
growth.

e Acquisition is more expensive than VIC but as expected given the size and profitability of the business as well as the
current asset base.

220224 _LBL Page 5 of 8 24 February 2022
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VALUATION & RISKS

Valuation
We have valued LBL on a mix of discounted cash flow and peer-based valuation methods. Our analytics are discussed below.
Discounted Cash Flow (DCF) Valuation

Figures 1-2 summarise our forecast DCF valuation for LBL, including a range of valuation scenarios based on varying discount
rates and terminal growth rates.

Figure 1: DCF valuation model Figure 2: Valuation scenarios
2022 2023 2024 2025 2026 Risk Premium
8.00% 8.50% 9.00% 9.50%  10.00% 10.50%
WACC [%] 9.92%  9.09%  8.21%  7.54%  7.02% 6.44 2.08 298 2.34 1.92 162
Risk Free Rate [%] 0.25%  0.50%  050%  050%  0.50%
4,22 3.07] 241 1.97] 1.67 1.45
Risk Premium [%] 9.50%  9.50%  9.50%  9.50%  9.50%
Terminal Growth  [%] 6.00%  5.50%  5.00%  A450%  4.00% '55 3.17 2.48 2.03 172 149 131
o 2.56 2.09 1.77 1.53 1.34 1.20
[C]
Free Cash Flow [AUD'm] 2.8 5.9 7.0 8.4 9.8 ] 2.16 1.82 1.57 1.38 1.23 1.11
FCF @ Year-N [AUD'm] 251.0 2746 3073 3244 3259 E 187 162 1.42 1.26 114 1.03
-
© 1.66 1.46 1.30 1.17] 1.06 0.97
Net Present Value [AUD'm] 166.8 202.5 245.6 277.2 293.8
Shares on Issue [m] 109.1 109.1 109.1 109.1 109.1 150 134 1.20 1.09 1.00 092
1.37 1.23 1.12 1.02 0.94 0.87
Valuation [AUD/share] 1.53 1.86 2.25 2.54 2.69 WACC Implied 8.40% 8.91% 89.42% 8.92%  10.43%  10.94%
Source: CCZ Analysis Source: CCZ Analysis

Peer Based Valuation

We have compared LBL with several specialty industrial manufacturing players globally, as shown in Figure 3. A few of the
companies are also direct customers of LBL. While the list remains a work in progress, and we note LBL is materially smaller
in market capitalization, it is still nonetheless the case that LBL is trading at a more-than-justifiable 24%-30% discount on both
EV/EBITDA and EV/EBIT metrics despite having a markedly better sales growth and free cash margin outlook. IF we assumed
a 15% discount was more reasonable, LBL’s valuation would be circa $0.92-$1.00/share.

Figure 3: LBL comparative valuation metrics versus select global peers

ADVANCED MANUFACTURING - INDUSTRIAL SPECIALTY EV/EBITDA EV/EBIT Sales Growth Free Cash Margin
FY1 Fr2 FY1 FY2 FYL FY2 FY1 FY2
FII-FR LISI 5A 7.4x 5.9% 15.2x 10.9x% 15.5% 13.3% 4.0% 4.8%
FLS-DK FLSmidth & Co. A/S 6.3x% 5.0x 8.3x% B.4x% 5.0% 7.0% 3.2% 3.9%
FL5-US Flowserve Corporation 11.9x 10.2x 15.9x% 12.9x% 4.1% 7.2% 6.2% 6.2%
IR-US Ingersoll Rand Inc. 19.1x 15.9% 29.6x 23.6x 5.0% 11.5% 15.6% 17.3%
PH-US Parker-Hannifin Corporation 12.8x 11.2x 13.8x 12.1x 10.1% 6.2% 14.3% 15.7%
ROR-GB Rotork plc 17.4x% 14.8x 19.7x 16.9x -4.3% 5.3% 12.4% 15.3%
WEIR-GB Weir Group PLC 13.2x 10.5x 16.6x 13.1x -0.5% 12.5% 7.0% 7.3%
Possible Comparables 12.8x 10.5x 15.9x 12.9x 5.0% 9.3% 7.0% 7.3%
LBL-AU LaserBond Ltd 9.7x 7.3 13.6x 9.5x 37.2% 11.3% 6.6% 15.6%

LBL Discount to Comparables

Source: CCZ Analysis, Factset (as at 13 Dec’21)
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ASX DISCLAIMER

This report was prepared solely by CCZ Equities Pty Ltd (ABN 16 104 843 370). ASX Limited ABN 98 009 642 691 and its related
bodies corporate (“ASX”) did not prepare any part of the report and has not contributed in any way to its content. The role
of ASX in relation to the preparation of the research reports is limited to funding their preparation, by CCZ Equities Pty Ltd,
in accordance with the ASX Equity Research Scheme.

ASX does not provide financial product advice. The views expressed in this research report may not necessarily reflect the
views of ASX. To the maximum extent permitted by law, no representation, warranty or undertaking, express or implied, is

made and no responsibility or liability is accepted by ASX as to the adequacy, accuracy, completeness or reasonableness of
the research reports.
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DISCLOSURES & DISCLAIMERS

Disclosures

Shareholding in Reported Stock(s)

Personal Holdings Family Holdings Investment Banking Other Conflicts

Publishing Analyst

No No

Head of Research

No No

Company: CCZ Equities

No No

Personal or Family Holdings: Where there may be a personal or family holding by the Publishing Analyst, it is at or below 0.1% of quoted shares on issue.
Investment Banking: No conflict of interest to disclose.
Other Conflicts: No conflict of interest to disclose.

Disclaimers

Type

Description

Publishing Analyst

Tom Chapman

The views and opinions expressed in this report are those of the research analyst and have not been influenced by the corporate
advisory team, the subject company(s) or their other advisors. To the best of his/her knowledge, the Research Analyst is not in
receipt of inside information and the research does not contain inside information.

Head of Research
Raju Ahmed

The views and opinions expressed in this report are those of the research analyst and have not been influenced by the corporate
advisory team, the subject company(s) or their other advisors.

General Disclaimer

This is a research publication of CCZ Equities Pty Limited (‘CCZ Equities’) ABN 97 085 277 881 as a Corporate Authorised
Representative reference number 273728 of CCZ Equities Australia Pty Ltd ABN 16 104 843 370 AFS Licence 239946 (“CCZ Equities
Australia”) and is issued on the basis that it is only for the information of the particular person(s) or organisation(s) to whom it is
provided. This document is being distributed to wholesale clients as defined in section 761G(7) of the Corporations Act 2001.
This research publication may not be reproduced, redistributed or published by any recipient for any purpose unless otherwise
agreed in writing by CCZ Equities beforehand. Any recommendations contained herein are unsolicited general information only.
Recommendations are based on consideration of the securities alone, and as such are conditional and must not be relied upon
without specific advice from your securities adviser as to their appropriateness to you given your individual investment
objectives, financial situation and particular needs. Under no circumstances is this research publication to be used or considered
as an offer to sell, or a solicitation of an offer to buy. The information herein has been obtained from, and any opinions herein
are based upon, sources believed reliable, but CCZ Equities makes no representation as to its accuracy or completeness and
should not be relied upon as such. All opinions and estimates herein reflect the judgement of CCZ Equities on the date of this
research publication and are subject to change without notice. CCZ Equities, its related companies, employees, representatives
and agents expressly advise that they shall not be liable in any way whatsoever for any loss or damage, whether direct, indirect,
consequential or otherwise howsoever arising (whether in negligence or otherwise) out of or in connection with the contents of
and/or any omissions from this communication except where a liability is made non-excludable by legislation. From time to time
CCZ Equities, its related companies, or their associates and employees may have an interest in securities directly or indirectly the
subject of this research publication or may perform services for, or solicit business from, a company the subject of this research
publication and may receive fees, commissions or other compensation in such capacities.
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