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CPT Global (CGO)

Opinion Data

Recommendation Hold
Risk Rating High
Current share price $0.49
12 month target price $0.50
DCF valuation $0.71
Market capitalisation $18m

Company Background

CPT Global (CGO) is a specialist IT consulting and
services company that provides services that
enhance the efficiency, reliabilty and cost
effectiveness of an IT organisation, with a focus on
mainframe and mid-range IT platforms.

The Company operates predominately within the
Australian, European and US markets. Main
services are performance tuning, capacity planning,
cost reduction services, testing and management of
IT.

Founded in 1993 by current Executive MD. CGO
listed in 2000 and employs 200 personnel. The
head office is Melbourne, and other offices are
Canberra, Sydney, Munich, New York and London.

CGO has +70 clients globally, across 17 countries.
Domestic clients include Telstra, all Australian major
banks as well as federal and state government
agencies. Internationally, CGO works for +10 of the
20 largest global financial institutions.
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Highlights

We are expecting 2H'09 earnings at least flat on
1H'09. We forecast FY'09F NPAT of $2.2m. We
expect conditions to remain tough but manageable
in Australia. The offshore business is reportedly
doing well with all major existing US & UK contracts
being renewed.

A lack of visibility on the offshore risk-reward pricing
model where earnings are lumpy and back-ended in
nature adds to forecasting risk.

Outlook / Investment View

CGO is a well managed nano cap with leverage to
the telco (40%) and financial services (33%)
sectors. Its services aim to reduce costs for IT
departments, which in the current climate is
becoming increasingly relevant. CGO'’s risk-reward
model is based on sharing the cost savings
achieved for clients and is self-funding by definition.
CGO’s earnings are somewhat defensive in our
view.

Our price target of $0.50/share is 8x's FY'10F EPS.

The attraction in owning CGO, other than up &
downside risk of the offshore risk-reward model is
dividend vyield; 11% on a trailing basis. 1H'09
payout ratio was 88%.

Analyst: Maribel Quiza +613 8601 2085
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Price $0.49 Date: 14-Jul-09
NFPOS 37m Market Cap $18m Model Updated: 14-Jul-09
PROFIT & LOSS ($m) KEY RATIOS
Y/E June 30 FY'07A FY'08A FY'09F FY'10F FY'11F Y/EJune 3 0 FY'07A FY'08A FY'09F FY'10F FY'11F
Sales 414 44.5 45.5 46.7 48.0 EBIT Margin (%) 10.6% 6.0% 7.3% 7.4% 7.6%
EBITDA 4.6 2.9 3.6 3.7 3.9 NPAT Margin (%) 7.3% 3.6% 4.8% 4.9% 5.0%
Depn & Amort -0.2 -0.2 -0.2 -0.2 -0.2 ROE (%) y/e 17% 10% 13% 14% 14%
EBIT 4.4 2.7 33 35 3.6 ROA (%) yle 19% 11% 14% 14% 15%
Net Interest 0.0 -0.1 0.0 0.0 0.0 ROIC (%) Av. 27% 16% 20% 21% 21%
Income tax expense -14 -0.9 -11 -1.2 -1.2 NTA per share ($) 0.21 0.18 0.19 0.19 0.20
PAT including OEl 3.0 1.6 22 23 24 Eff Tax Rate (%) 31% 37% 34% 34% 34%
Reported NPAT pre abs 3.0 1.6 22 23 24 Interest Cover (x) na na na na na
Adjusted NPAT 3.0 1.6 22 23 24 Net Gearing (%) -4.8% -0.8% -3.1% -2.5% -2.0%
BALANCE SHEET ($m) VALUATION PARAMETERS
Y/E June 30 FY'07A FY'08A FY'09F FY'10F FY'11F Y/EJune 3 0 FY'07A FY'08A FY'09F FY'10F FY'11F
Cash 0.8 0.1 0.5 0.4 0.3 Adjusted EPS (c) 8.6 4.5 6.0 6.2 6.5
PP&E 0.5 0.5 0.8 12 16 Adjusted PE (x) 57 11.0 8.2 7.9 7.5
Debtors & Inventory 12,9 13.7 12.7 13.0 134 PER Rel - All Ind. Ex-Fin. -48% 13% 32% 41% 48%
Intangibles 9.8 9.8 9.8 9.8 9.8 PER Rel - Small Indust. -48% 13% 32% 41% 48%
Other assets 11 0.8 0.6 0.7 0.7 Enterprise Value ($m) 21.7 23.6 224 22.7 22.9
Total Assets 25.1 24.9 245 25.1 25.9 EV / EBITDA (x) 4.8 8.1 6.3 6.1 5.9
Borrow ings 0.0 0.0 0.0 0.0 0.0 EV/EBIT (x) 4.9 8.8 6.7 6.5 6.3
Trade Creditors 4.5 5.6 4.9 5.0 5.2 Price / NTA 24 2.7 26 25 24
Other Liabilities 29 25 29 31 3.4 DPS (cps) 7.8 5.0 54 5.6 55
Total Liabilities 7.4 8.1 7.8 8.2 8.6 Dividend Yield (%) 15.8% 10.2% 11.0% 11.4% 11.3%
NET ASSETS 17.7 16.8 16.7 16.9 17.3 Franking (%) 100% 100% 100% 100% 100%
OEland Pref Shares 0.0 0.0 0.0 0.0 0.0 Free Cash / Share (c) 0.7 29 6.4 53 5.3
Shareholder Equity 17.7 16.8 16.7 16.9 17.3 Price / FCF PS (x) 70.6 16.9 7.6 9.2 9.2
CASHFLOW STATEMENT ($m) DCF VALUATION
Y/E June 30 FY'07A FY'08A FY'09F FY'10F FY'11F PV Forecast CF (09-11) 6.3 Risk Free Rate 6.0%
Operating EBITDA 5.0 2.9 36 3.7 39 PV Growth CF (12-17) 9.1 Equity Risk Premium 6.0%
Interest & Tax Paid (1.9 (1.1) (1.1) 1.2) (1.2) PV Perpetuity 9.0 Equity Beta 1.3
Working Cap. (2.9) (0.5) (0.2) (0.2) (0.3) Surplus Assets 0.0 Medium Term Grow th 5.0%
Operating CF 0.7 14 23 23 23 Total 24.4 D/(D+E) -1%
Maintenance Capex 0.5 0.3 0.3 0.4 0.4 Net cash less OH -0.1 WACC 13.6%
Free Cashflow (FCF) 0.2 11 24 2.0 20 NPV ($m) 245 Terminal WACC 13.6%
Ord & Pref Dividends (2.3 (2.8) (2.0) (2.1) (2.0) NPV per diluted share $ 0.66 Terminal Grow th 3.0%
Expansion Capex 0.0 0.0 0.0 0.0 0.0
Net Other 0.1 0.0 0.0 0.0 0.0 WACC
Net Cashflow (2.0) (1.8) 0.4 (0.1) (0.1) Term. Growth Rate 14.6% 13.6% 12.6% 11.6%
1.5% $ 059 | $ 063} % 069 | $ 0.75
2.0% $ 0.60 | $ 064 | % 070 | $ 0.76
2.5% $ 0.60 | $ 0.65| $ 071} $ 0.78
3.0% $ 061 $ 0.66 || $ 0721 $ 0.80
5.0% $ 065} $ 071} % 079 | $ 0.90
COMPOSITION ($m) GROWTH PROFILE (YoY)
Y/E June 30 FY'07A FY'08A FY'09F FY'10F FY'11F Y/EJune 3 0 FY'07A FY'08A FY'09F FY'10F FY'11F
Australian sales 319 354 35.4 35.4 354 Sales ($m) 32% 8% 2% 2% 3%
Overseas sales 9.4 9.1 10.1 11.2 125 EBITDA ($m) 38% -36% 22% 4% 4%
Total sales 41.4 44.5 45.5 46.7 48.0 Adj. NPAT ($m) 46% -46% 36% 4% 5%
Adj.EPS (cps) 44% -48% 34% 4% 5%
DPS (cps) 29% -35% 8% 4% -1%
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Equities Research Team

Private Clients

Melbourne

Craig Stranger 613 8601 2010

Paul Jensz 613 8601 2068

613 8601 2644
613 8601 2661
Andrew Chambers 613 8601 2605
613 8601 2065
613 8601 2616
613 8601 2628
613 8601 2671
613 8601 2085

Heath Andrews

John Buonaccorsi

Andrew Cleeland
David Grossman
Thomas Hodson
Simon Oaten
Maribel Quiza
Sydney

Tim Gerrard 612 9233 9603
612 9233 9604
612 9233 9635

612 9233 9638

Hunter Hillcoat
Colin McLelland

Rohan Sundram

Institutional Sales

Head of Research, Emerging
Companies

Research Strategy, Agribusiness &
Chemicals

Analyst

Diversified Financial Services Analyst
Infrastructure Analyst

Quantitative Data Analyst

Analyst

Analyst

Oil & Gas Analyst

Assistant Analyst

Resources Analyst
Resources Analyst
Assistant Resources Analyst

Analyst

Melbourne
Tony Smith 613 8601 2041

Lawry Bugeja 613 8601 2635

Peter Hollick 613 8601 2011
Stuart Low 613 8601 2022
Wayne Shand 613 8601 2642
Chris Walker 613 8601 2038
Peter Ward 613 8601 2099
Matthew White 613 8601 2624
Robert Wood 613 8601 2031
Sydney

612 9233 9606
Roderick Clarkson 612 9233 9608
Desiree Hemberger 612 9233 9652
Chris Makragelidis 612 9233 9629
612 9233 9639
612 9233 9607

Leo Borovilas

Gavin Todd
James Wilson
Asia

Chris Chia
UK

Roderick Clarkson 612 9233 9608
Desiree Hemberger 612 9233 9652

612 9233 9605

Head of Institutional Research Sales
Institutional Research Sales
Institutional Research Sales
Institutional Research Sales
Institutional Research Sales
Institutional Research Sales
Institutional Research Sales

Institutional Sales Trading

Institutional Sales Trading

Institutional Sales Trading
Institutional Research Sales
Institutional Research Sales

Institutional Sales Trading
Institutional Research Sales

Institutional Research Sales

Head of Asian Sales

Head of UK Sales

UK Research Sales

Melbourne

Simon Taylor 613 8601 2069

John Axsentieff 613 8601 2042

613 8601 2621
613 8601 1954
613 8601 2029
613 8601 2058
613 8601 2053
613 8601 2088
613 8601 2002
613 8601 2015
613 8601 2639

Alan Crute

Richard Endersbee
Nick Fitzsimmons
Kate Hanrahan
Michael Heffernan
Xiaoming Huang
Peter King

Peter Mason

Daniel McFarlane

Paul Shen 613 8601 2677
Patrick Trindade 613 8601 2669
Sydney

612 9233 9622
612 9233 9643
612 9233 9645

Joe Youssef

David Dwyer
Josh Graham
612 9233 9625
612 9233 9621
612 9233 9642
612 9233 9649

Jason Norval
Justin Raisin
Mark Schwarz

Peter Semaan

Head of Private Clients
& Private Portfolio

Senior Client Adviser

Senior Client Adviser
Client Adviser
Client Adviser
Client Adviser
Senior Client Adviser
Client Adviser
Client Adviser
Client Adviser
Client Adviser
Client Adviser

Client Adviser

Head of Private Clients
Client Adviser - Options
Client Adviser - Options

Client Adviser
Client Adviser
Client Adviser - Options
Client Adviser
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OFFICE LOCATIONS AND DISCLOSURE

Melbourne Sydney

Level 1, 350 Collins Street Level 9, 56 Pitt Street
Melbourne VIC 3000 Sydney NSW 2000
Phone: 613 8601 2000 Phone: 612 9233 9600
Fax: 613 9200 2272 Fax: 612 9251 9368

Recommendation Criteria

Investment View

Austock Securities Investment View is based on an absolute 1-year total return equal to capital appreciation plus

yield.
Hold
> 20% 20% - 5% <5%

A Speculative recommendation is when a company has limited experience from which to derive a fundamental
investment view.

Risk Rating

Austock Securities Limited has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The
Risk Rating is a subjective rating based on: Management Track Record, Forecasting Risk, Industry Risk and Financial
Risk including cash flow analysis.

Disclosure of Economic Interests

The views expressed in this research report accurately reflect the personal views of Maribel Quiza about the subject
issuer and its securities. No part of the analyst's compensation was, is or will be directly or indirectly related to any
recommendation or view expressed in this report.

In addition, Maribel Quiza certifies that none of the following persons holds an economic interest in the securities
covered in this report or other securities issued by the subject issuer which may influence the report:

¢ the author of this report;

¢ a member of the immediate family of the author of this report;

* Austock Securities Limited;

* an associate of Austock Securities Limited within the meaning of the Corporations Act.

Disclaimer/Disclosure

This publication has been prepared solely for the information of the particular person to whom it was supplied by
Austock Securities Limited (“Austock”) AFSL 244410. This publication contains general securities advice. In
preparing the advice, Austock has not taken into account the investment objectives, financial situation and particular
needs of any particular person. Before making an investment decision on the basis of this advice, you need to
consider, with or without the assistance of a securities adviser, whether the advice in this publication is appropriate in
light of your particular investment needs, objectives and financial situation. Austock and its associates within the
meaning of the Corporations Act may hold securities in the companies referred to in this publication. Austock
believes that the advice and information herein is accurate and reliable, but no warranties of accuracy, reliability or
completeness are given (except insofar as liability under any statute cannot be excluded). No responsibility for any
errors or omissions or any negligence is accepted by Austock or any of its directors, employees or agents. This
publication must not to be distributed to retail investors outside of Australia.

Disclosure of Corporate Involvement

Austock Securities Limited has not in the previous 12 months been involved in a publicly-announced transaction
involving the payment of a fee to Austock Securities Limited by the corporate issuer described in this report. Austock
Securities does and seeks to do business with companies covered in its research.

Austock Securities reports are available on Bloombe rg, Reuters, FactSet, Capital IQ and www.austock.co m
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