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Analyst: Richard Hamersley 

 Valuation: $1.98/sh

 Reason For Update: FY08 results

 Quick Comment:

 Swick has reported NPAT of $10.3 for FY08, up an impressive 164% on the prior year and 
ahead of our forecast of $8.6m. 

 EBITDA of $23.3m was up 128% on the prior year and higher than guidance and our 
forecast of $21.8m. 

 The majority of the growth was driven by the core underground diamond drilling division, 
which contributed 75% of revenue to the group in FY08. Other drilling divisions such as 
the surface RC is expected to contribute a greater proportion of revenue in FY09. 

 The balance sheet remains strong with a net debt to equity of 24% at June 2008. We 
understand Swick is in the process of fi nalising a debt facility to enable aggressive 
expansion in FY09. 

 Our NPAT forecast of $19m for FY09 remains unchanged. 

 Swick has guided the market to $155m revenue for FY09, up 84% on FY08, driven by 
continued expansion of the underground diamond division and increasing contributions 
from the other drilling divisions; surface RC, surface diamond, and the new multi-purpose 
division. We are forecasting Swick can do better than this; our revenue forecast is $160m 
for FY09 and in our view there is possible upside to this if Swick expands the surface RC 
division at a faster rate than we are forecasting. 

 Swick expects profi tability margins to be maintained in FY09; we are forecasting Swick 
can improve margins with economies of scale and a larger contribution from the higher 
margin surface RC division. 

 We estimate approximately 70% of our revenue forecast for FY09 is locked away under 
contract, a good start to the year, and we understand a further 15% could be locked 
away under contract if Swick are successful in converting current trials to contracts.   

 SWK expects demand for mineral drilling services to remain strong in FY09. Despite a 
recent softening in some commodity prices, Swick’s revenue is predominately generated 
at brownfi eld sites (existing mines) as opposed to greenfi eld sites (exploration) and so is 
more secure in our view. 

 Investment Case:

 Our DCF valuation remains relatively unchanged at $1.98 per share (WACC 12.3%). 

 Swick currently trades on PER’s of 11.1x FY09 and 7.6x FY10, undemanding multiples in 
our view given the strong 3 year EPS CAGR of 45% we are forecasting. 

 Swick is currently experiencing exceptional growth driven by contract wins and 
tendering opportunities. 

 Swick continues to have a 100% track record of replacing incumbents post a trial period 
for the underground diamond rigs, primarily due to their superior productivity than 
standard rigs which has been driven by innovation. Consequently Swick are aggressively 
growing the underground diamond fl eet. 

28 August 2008
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 Tendering opportunities remain robust and SWK expect to be on trial at a number of 
sites in FY09 with the underground diamond rig. In addition Swick is looking to deploy 
3 underground diamond rigs to two large mining houses in Canada’s Sudbury region, 
which hosts signifi cant underground mines, during the Dec Q. Success in winning 
contracts in Australia with large international mining groups (Barrick Gold, Newmont 
and Xstrata (Jubilee Mines)) underpins Swick’s strategy of expanding into international 
markets. 

 Swick expects strong demand from the iron ore sector for the new surface RC rig and as 
a consequence are investigating an expanded build program for the surface RC division. 
The new surface RC rig is considered to be less costly for the customer, safer and easier 
to use than the industry standard. 

 We maintain our Buy recommendation. 

Euroz Securities declares that it has acted as underwriter to and/or arranged an equity 
issue in and/or provided corporate advice to Swick Mining Services Ltd during the last 
year. Euroz Securities has received a fee for these services. 

This analyst declares that he has a benefi cial interest in Swick Mining Services Ltd.
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PERFORMANCE RATIOS 07A 08A 09F 10F 11F 

Growth and Margins 
Revenue Growth 96% 112% 95% 38% 27%
EBITDA Growth 261% 129% 100% 47% 20%
EBIT Growth 143% 135% 100% 46% 17%
Normalized Net Profi t Growth 133% 165% 82% 45% 25%
EBITDA margin 26.7% 28.1% 29.0% 31.1% 29.3%
EBIT margin 17.3% 18.7% 19.3% 20.5% 19.0%
Normalized net profi t margin 10.3% 12.6% 11.9% 12.5% 12.3%
Effective tax rate 31% 31% 30% 30% 30%

Liquidity 
Capex/depreciation (x) 6.2 6.9 4.2 2.3 1.3
Current ratio (x) 1.9 2.5 1.5 1.6 2.1
Quick ratio (x) 2.9 4.1 1.8 1.9 2.6
Receivable days 59 55 39 36 34
Inventory days 31 38 39 44 44
Payable days 95 55 42 44 45

Risk Measures 
Dividend Cover (x) na na na na na
Payout ratio (%) 0% 0% 0% 0% 0%
Net interest cover (x) 8.2 26.0 8.2 7.7 13.3
Net debt/equity (%) 5% 24% 56% 46% 18%

Returns
Return on avg capital employed (%) 20% 15% 19% 21% 22%
Return on invested capital (%) 28% 16% 16% 17% 15%
WACC (%) 12% 12% 12% 12% 12%
Return on assets (%) 12% 12% 18% 29% 34%
Return on average equity (%) 33% 21% 24% 27% 21%
Company cost of equity (%) 15% 15% 15% 15% 15%

SHARE DATA/VALUATION 07A 08A 09F 10F 11F 

Share Data
Issued shares (m) 120 153 153 153 153
Weighted ave shares (m) 99 144 153 153 153
Fully diluted shares (m) 99 144 156 156 156
Basic EPS (c) 5.5 7.2 12.4 18.0 22.5
YoY change (%) na 31% 74% 45% 25%
Fully diluted EPS (c) 5.5 7.3 12.3 17.8 22.2
YoY change (%) na 33% 69% 45% 25%
Fully diluted normalised EPS (c) 4.0 7.2 12.2 17.7 22.0
YoY change (%) na 81% 69% 45% 25%
Dividend/share  0.0 0.0 0.0 0.0 0.00
Franking (%) na na na na na
Gross cashfl ow/share (c) 12.4 13.6 24.9 35.6 43.4
NBV/share (c) 25.7 44.8 57.3 75.3 97.8
NTA/Share (c) 25.7 44.8 57.3 75.3 97.8

Valuation
PER (Basic) (x) 24.6 18.8 10.9 7.5 6.0
PER (Fully diluted) (x) 24.6 18.5 11.0 7.6 6.1
PER (Fully diluted, normalized) (x) 34.0 18.7 11.1 7.6 6.1
P/CFPS (x) 10.9 9.9 5.4 3.8 3.1
Price/NBV (x) 5.2 3.0 2.4 1.8 1.4
Price/NTA (x) 5.2 3.0 2.4 1.8 1.4
Dividend Yield (%) 0.0% 0.0% 0.0% 0.0% 0.0%
Fully diluted normalized 3yr EPS Cagr (%) na 64% 45% 32% na
PEG ratio (x) na 0.3 0.2 0.2 na
EV 134.8 211.8 259.5 263.8 211.8
EV/EBITDA (x) 13.3 9.1 5.6 3.9 2.6
EV/EBIT (x) 20.5 13.7 8.4 5.8 4.0
EV/Revenue (x) 3.5 2.6 1.6 1.2 0.8
NPV (A$/sh)   1.98  
WACC (%)   12.3%  

OTHER INFORMATION
Estimated free fl oat     65%
12-mth High/Low (A$/sh)             2.25 / 1.00
Average daily volume (A$m)     1.0
ASX Code     SWK
Next Result      HY09 (Feb 09) 
COMPANY DESCRIPTION
Swick was listed on the ASX in November 2006. Swick provides surface 
and underground drilling services to mining companies in Australia across 
a range of commodities, mainly nickel, copper, manganese, bauxite, and 
gold. Swick currently has 5 types of drill rigs; underground diamond, un-
derground long-hole, surface RC, surface air-vac, and surface diamond.
   
     

Sector: Contracting Price ($A): 1.35 Market Cap ($A): 195m
Recommendation: Buy Target Price ($A): 1.98 Enterprise Value ($A): 211.8m

SWICK MINING SERVICES LTD  (SWK) YEAR END 30 JUNE

Income Statement 07A 08A 09F 10F 11F
Sales 38.0 80.7 157.5 217.5 276.9
Other  0.0 2.1 2.5 2.8 3.0
Revenue 38.0 82.8 160.0 220.3 279.9
COGS -25.1 -56.3 -106.3 -143.4 -188.5
Other  -2.7 -3.3 -7.3 -8.5 -9.4
EBITDA 10.1 23.3 46.4 68.4 82.1
Depreciation & amortisation -3.6 -7.8 -15.5 -23.2 -29.0
Other non cash 0.0 0.0 0.0 0.0 0.0
EBIT  6.6 15.5 30.9 45.2 53.0
Net Interest income/(expense) -0.8 -0.6 -3.8 -5.9 -4.0
Associates 0.0 0.0 0.0 0.0 0.0
Other income/(expense) 0.0 0.0 0.0 0.0 0.0
Abnormal items (pretax) 2.1 0.0 0.0 0.0 0.0
EBT 7.9 14.9 27.1 39.3 49.1
Tax expense -2.5 -4.6 -8.1 -11.8 -14.7
Minority interest 0.0 0.0 0.0 0.0 0.0
Preference Dividends 0.0 0.0 0.0 0.0 0.0
Reported Earnings 5.4 10.3 19.0 27.5 34.3
Dividends 0.0 0.0 0.0 0.0 0.0
Adjustments (one off ) 0.0 0.0 0.0 0.0 0.0
Retained earnings 5.4 10.3 19.0 27.5 34.3
Normalized Net Profi t 3.9 10.4 19.0 27.5 34.3
Fully Diluted Net Profi t 3.9 10.4 19.0 27.5 34.3

Cash Flow (A$m) 07A 08A 09F 10F 11F
Pretax Profi t 7.9 14.9 27.1 39.3 49.1
+ Depreciation 3.6 7.8 15.5 23.2 29.0
-/+ associates profi t/loss 0.0 0.0 0.0 0.0 0.0
+ associates dividends 0.0 0.0 0.0 0.0 0.0
+ Foreign Exchange loss/(gain) 0.0 0.0 0.0 0.0 0.0
- Tax Paid -0.4 -1.3 -4.6 -8.1 -11.8
+ inc (- dec) in provisions 0.3 2.7 0.0 0.0 0.0
- Profi t/+ loss on disposal -2.1 0.0 0.0 0.0 0.0
+/- Other 3.0 -4.4 0.0 0.0 0.0
Gross Cashfl ow 12.2 19.6 38.0 54.4 66.3
- Capital expenditure -22.2 -53.5 -65.4 -53.4 -36.4
+/- Changes in working capital -7.2 -8.4 -5.1 -5.3 -2.8
Operating Free Cashfl ow -17.2 -42.2 -32.4 -4.3 27.1
+/- Acq of subs/other investments 0.0 -0.4 0.0 0.0 0.0
- Dividends 0.0 0.0 0.0 0.0 0.0
+ Proceeds from equiy raised 22.5 26.7 0.0 0.0 0.0
+/- Proceeds from disp of subs/FAs 1.6 0.0 0.0 0.0 0.0
+/- Minority interests 0.0 0.0 0.0 0.0 0.0
+/- Other -7.7 0.7 0.0 0.0 0.0
Net cashfl ow -0.8 -15.3 -32.4 -4.3 27.1
Cash at beginning of period -0.6 -1.4 -16.7 -49.1 -53.4
Cash at end of period -1.4 -16.7 -49.1 -53.4 -26.4

Balance Sheet ($m) 07A 08A 09F 10F 11F
Cash 12.4 25.3 7.9 13.6 40.7
Receivables 9.3 14.8 19.2 24.2 28.0
Inventories 3.3 8.5 14.4 19.8 25.2
Other 0.3 4.6 4.6 4.6 4.6
Current Assets 25.3 53.2 46.1 62.3 98.5
Receivables 0.0 0.0 0.0 0.0 0.0
Assets available for sale 0.0 0.0 0.0 0.0 0.0
Property/Plant/Equipment 29.5 75.2 125.0 155.3 162.6
Intangibles 0.2 1.3 1.3 1.3 1.3
Deferred tax assets 0.7 0.3 0.3 0.3 0.3
Non Current Assets 30.4 76.7 126.6 156.8 164.2
Total Assets 55.8 129.9 172.7 219.1 262.6
Payables -7.4 -9.7 -14.9 -20.1 -26.4
Interest bearing liabilities -4.8 -7.2 -7.2 -7.2 -7.2
Provisions -0.6 -2.4 -2.4 -2.4 -2.4
Other -0.6 -1.7 -5.3 -9.0 -11.9
Current Liabilities -13.4 -21.1 -29.8 -38.7 -47.9
Interest bearing liabilities -9.1 -34.8 -49.8 -59.8 -59.8
Payables 0.0 0.0 0.0 0.0 0.0
Provisions 0.0 -1.5 -1.5 -1.5 -1.5
Deferred Tax -2.4 -4.1 -4.1 -4.1 -4.1
Non Current Liabilities -11.5 -40.4 -55.4 -65.4 -65.4
Total Liabilities -24.8 -61.5 -85.3 -104.1 -113.4
Net Assets 31.0 68.4 87.4 114.9 149.3
Contributed equity 25.4 50.9 50.9 50.9 50.9
Reserves 0.0 0.0 0.0 0.0 0.0
Retained profi ts 5.6 17.5 36.5 64.1 98.4
Minority Interests 0.0 0.0 0.0 0.0 0.0
Total equity 31.0 68.4 87.4 114.9 149.3
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Disclaimer
Copyright & Distribution

The material contained in this communication (and all attachments) is prepared for the 
exclusive use of clients of Euroz Securities Ltd (ACN 089 314 983) (“Euroz”) only. Euroz is the 
holder of an Australian Financial Services Licence (AFSL 243302) issued by the Australian 
Securities and Investments Commission (“ASIC”) and is a participant of the Australian 
Securities Exchange Group (“ASX Group”). 

The information contained herein is confi dential and may be legally privileged. If you are 
not the intended recipient no confi dentiality is lost nor privilege waived by your receipt of 
it. Please delete and destroy all copies, and contact Euroz on (+618) 9488 1400. You should 
not use, copy, disclose or distribute this information without the express written authority of 
Euroz.

Disclaimer & Disclosure

Euroz and its associates declare that they deal in securities as part of their securities business 
and consequently may have a relevant interest in the securities recommended herein (if any). 
This may include providing equity capital market services to their issuing company, hold a 
position in the securities, acting as principal or agent, or make a market therein and as such 
may effect transactions not consistent with the recommendation (if any) in this report.

Euroz declares that it may have acted as an underwriter, arranger, co-arranger or advisor in 
equity capital raisings, and will have received a fee for its services, for any company mentioned 
within this report during the last 12 months.

You should not act on any recommendation issued by Euroz without fi rst consulting your 
investment advisor in order to ascertain whether the recommendation (if any) is appropriate, 
having regard to your investment objectives, fi nancial situation and particular needs. Nothing 
in this report shall be construed as a solicitation to buy or sell a security, or to engage in or 
refrain from engaging in any transaction.

Euroz believes that the information and advice contained herein is correct at the time of 
compilation, however we make no representation or warranty that it is accurate, complete, 
reliable or up to date, nor do we accept any obligation to correct or update the opinions in it. 
The opinions expressed are subject to change without notice. No member of Euroz accepts 
any liability whatsoever for any direct, indirect, consequential or other loss arising from any 
use of this material.

We cannot guarantee that the integrity of this communication has been maintained, is free 
from errors, virus interception or interference.


