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Ingham's Group (ING)

Feed on the decline

Feed falling

ING’s share price has remained fairly depressed post-1H24 despite the continued
downdraft in both domestic wheat and imported soybean pricing. Key points:

Feed costs: Since reporting Australian ASW benchmark wheat and soybean meal
prices have fallen ~5%. Given ING’s forward purchasing arrangements, we see
CY24TD feed cost indicators (drives FY25e COGS) down -13% relative implied FY24e
levels, with our spot feed index -19% below the implied FY24e average. While our
forecasts already assume a downdraft in FY25e feed COGS, the current implication if
sustained is a more material downdraft than allowed for in our forecasts.

Pricing has looked reasonable: CPI indicators for Feb’24 in NZ demonstrated MOM
gains of +1% and while down -1% YOY looks reasonable. CPI indicators for Australia
in Jan’24 continued to demonstrate upward inflation, up +1% MOM and +3% YOY.
Inflation data has so far supported outlook comments from ING at the 1H24 result.

Bostock acquisition: ING recently announced the acquisition of NZ organic poultry
producer Bostock Bros. for NZ$35.3m (or 8.8-10.1x PF24 EBITDA). The acquisition is
expected to be immediately EPS accretive to FY25e and including identified synergies
is expected to generate a ROIC materially in excess of ING’s hurdle.

We have incorporated the acquisition of Bostock Bros in our forecasts resulting in
NPAT upgrades of +1% in FY25e and +1% in FY26e. Our target price is unchanged at
$4.35ps. Our forecasts currently incorporate ~9% YOY compression in feed costs in
FY25e and no material change in FY26e. The YTD/Spot implication is a more material
downdraft than allowed for, implying a potential profit pool is emerging.

Investment view: Buy rating unchanged

Our Buy rating remains unchanged. Feed cost drivers have weakened materially in
CY24 and this is likely to manifest in COGS in FY25e. The upside from lower feed
costs in our view mitigates the ongoing risk of channel shifts. Trading at the lower
bound of its historical EV/EBITDAL trading range and well below its historical average
(of 8.3x EV/EBITDAL) we retain our Buy rating.

Earnings Forecast

Year end June 2023 2024e 2025e 2026e
350 Sales (A$m) 3,044.0 3,228.0 3,233.4 3,307.3
$4.0 EBITDAL ($m) 183.6 253.1 262.7 268.2
Underlying NPAT ($m) 711 109.2 115.2 118.7
$3.0 Underlying NPATL ($m) 83.1 117.1 119.9 122.7
$2.0 Core EPSL (¢ps) 22.4 315 323 33.0
EPS growth (%) 46.0 40.9 23 2.4
$1.0 FCF yield (%) 0.2) 0.2 0.1 0.0
PER () 15.7 11.2 10.9 10.7
50.0 T T T )
Mar22 Sep 22 Mar23 Sep 23 Mar 24 EV/EBITDAL (x) 9.4 6.8 6.6 6.4
Dividend (¢ps) 14.5 23.0 24.0 25.0
=——ING =——5&F 300Rebased Yield (%) 41 6.5 6.8 71
Franking (%) 100.0 100.0 100.0 100.0
ROE (%) 35.2 48.4 458 4238
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
BELL POTTER SECURITIES LIMITED DISCLAIMER:
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ING variable earnings drivers

Feed: Feed cost indicators have continued to ease and matching down ~12% from recent
highs, largely driven by lower ASW prices.

Figure 1 - AUD feed cost index (A4/t) Figure 2 —Feed price ingredient movements (AUD/t)
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CPI & PPI: Recent CPI indicators in Australia and NZ continue to demonstrate modest
YOY gains. Ou forecasts assume that this moderates with lower feed costs and the impact
of pass through mechanisms.

Figure 3 — CPl vs. PPl — Australia Figure 4 — CPl vs. PPl - NZ
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Volumes: Australia and NZ continue to demonstrate low to mid-single digit volume growth
rates in slaughter.

Figure 5 — R12M Australian slaughter weight (t) Figure 6 — R12M NZ slaughter weight (t)
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Ingham’s Group Ltd

COMPANY OVERVIEW

Ingham’s Group (ING) was founded in 1918 by Walter Ingham in Liverpool, NSW. It was
acquired by TPG Capital in 2013 and subsequently listed on the ASX in 2016 with the
stock code ING. Today, ING is a leading vertically integrated poultry producer (from stock
feed to end products) with a market leading position in Australia and the number 2
participant in New Zealand.

TARGET PRICE

Our $4.35ps target price is derived utilising our ROIC based model, which capitalise FY24-
25e forecasts as a means to remove temporary omicron staffing issues. Major assumption
in driving this target price are: (1) ROIC of 34.4% in FY24e and 33.5% in FY25e; (2) a pre-
lease cost WACC of 11.2%; and (3) net debt inclusive of factored payables, which we view
as a debt to the group.

INVESTMENT RISKS
Risks of an investment in ING include but are not limited to:

COVID-19: The substantial impact of COVID-19 on the global and domestic economies
together with the Saudi Arabia-Russia oil price war is creating enormous volatility and
uncertainty in global share markets. The forecasts in the report may be subject to
significant changes if this situation continues for an extended period of time.

Import restrictions: Changes to import quarantine conditions in Australia and/or New
Zealand that would allow additional forms of poultry to be imported could result in changes
to industry structure that could impact ING’s financial performance.

Food safety: If products of ING’s or a competitor became unsafe or were to be perceived
as unsafe, reduced demand for ING’s products or for poultry products as an industry could
follow. In addition food safety issues can lead to significant costs being incurred for recalls
as well as result in the potential for compensation, penalties or liability claims which could
be incurred. Any issues with food safety could impact ING’s financial performance.

Disease outbreak: Outbreak of avian diseases occurring in ING’s flock or in geographic
areas in which ING operates could lead to restriction on the use or transportation of
affected poultry. Such disruption to supply, could impact ING’s financial performance.

Material increase in input costs: There have been recent actual and forecast increases
in a number of input costs such as utilities and commodities, i.e. grains and legumes. While
ING has a range of cost pass through arrangements in place with customers, especially in
respect of feed prices, there may be instances where ING is not able to pass through, or is
delayed from passing through, increases in these costs to customers, resulting in the
potential risk of margin erosion.

Supply chain disruption: Failure of a parent stock supplier, poor animal husbandry
practices, poor feed quality or outbreak of disease could all cause a significant reduction in
the volume or quality of ING’s parent stock or broiler stock, limiting the Group's ability to
supply sufficient volumes of product. Disruption to the supply chain such as time critical
delays, failure or dispute with key suppliers, severe weather events, fires, floods, failure in
the supply of energy, water or other significant inputs or other events of disruption could
limit the Group's ability to supply sufficient volumes of product and impact ING’s financial
performance.

Regulatory factors: ING requires a range of licences, permits and accreditations/relating
to food standards, animal welfare, workers compensation and the environment in order to
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continue operating successfully. Inability to secure or retain these regulatory approvals, or
amendments or revoking of these approvals could impact ING’s financial performance.

Failure to execute on transformation projects: Project Accelerate involves material
capital investment and is expected to deliver cost savings and efficiencies to the business
in future periods. Delays in the project or cost overruns, in addition to realised results
differing from estimates, could impact ING’s financial performance.

Reputation or brand damage: ING’s reputation and the value associated with its quality
of products and brands could be impacted by a number of factors including: quality issues
with ING products or a failure to supply quality products; the occurrence of an animal
welfare event due to the failure of ING or third parties it engages to follow Ingham’s strict
animal welfare policies and procedures; the actions of contractors and their employment
practices or a breach of environmental legislation.

Competition risks: There are a number of suppliers of chicken products in Australia and
New Zealand. Any material increase in the supply of chicken in these markets that exceeds
the increase in demand could lead to an oversupply of chicken, which may result in
reduced prices and could impact ING’s financial performance.
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le1-Fin al summ

're-AASB1 Post-AASB16 Share price ($) 3.5
June year end 2019 2020 2021 2022 2023 2024e  2025¢  2026e | Target price () 4.35)
Ausfralia 21094 21701 22752 23147 25973 27219 26929 27446 |Diluted issued capital (m) 31.7]
New Zealand 3804 3852 3936 3984 4467 5061 5404 5627 |Marketcap ($m) 1308.3
Other - - - - - - - - Enetrprise value ($m) 3096.9
Sales revenue 24808 25553 26688 27131 3,0440 32280 32334 3,307.3 |FreeFloat 100%
... Change 4.9% 2.6% 4.4% 17%  12.2% 6.0% 0.2% 2.3%  Note: Enterprise value includes operating leases. Pre-AASB16 EV/EBITDA
Australia 1790 3489 3759 326 31 3855 3799 3732  multiple removes lease liability.
New Zealand 296 60.0 728 58.2 62.6 91.6 1017 1040 EBITDAL, NPATL, EPSL are all pre AASB lease accounting.
Other - - - - - - - - June year end 2019 2020 2021 2022 2023 2024e  2025¢  2026e
EBITDA 2086 4089 4487 3808 4337  47r4 4817 4772 NENEIGRECE
Deprec. & amort. (46.8) (2634) (265.3) (270.6) (268.2) (237.4) (233.8) (228.8) Core EPSL (¢ps) 274 212 272 153 24 315 323 33.0
EBIT 1618 1455 1834 1102 1655 2307 2479 2484 Change (%) (34%) (228%) 284% (437%) 460%  40.9%  23%  24%
Interest expense (157)  (683) (656) (65.1) (162)  (845)  (844)  (80.1) PE(x) 28 166 129 280 157 M2 109 107
Pre-ax profit 146.1 772 178 451 89.3 155.1 163.5 168.3  EV/EBITDAL (x) 8.29 9.65 8.25 12.78 941 6.83 6.58 6.44
Tax expense @29 (@21 @) (27 (182) (459  (483)  (496) EV/EBITDA (x) 8.29 7.57 6.90 8.13 714 6.49 6.43 6.49
... taxrate 294%  286% 264%  60% 204%  296% 205% 295% EVIEBIT(x) 1914 2128 1689 2810 1871 1292 1249 1247
Minorities - - - - - - - -
Net Profit 103.2 55.1 86.7 424 7M1 1092 1152 1187  NTA ($ps) 0.44 0.35 0.44 043 0.54 0.61 0.68 0.75
Abs. & exiras. 280 (150 (34 (13 (107) - - - PINTA () 79 1013 800 827 648 58 520 47
Reported Profit 126.2 40.1 83.3 35.1 60.4 109.2 115.2 118.7  Book Value ($ps) 0.44 0.35 0.44 0.43 0.54 0.61 0.68 0.75
Price/Book (x) 795 1013 8.00 8.27 6.48 5.80 5.20 472
Pre-AASB16 operating results:
EBITDAL 2086 1797 2096 1352 1836 2531 2627  268.2| DPS(¢) 195 14.0 165 7.0 145 230 240 250
NPATL 103.2 788 1012 51.0 831  M74 1199  1227]| Payoutonpre-AASB16(%)  T1% 66% 61% 46% 65% 3% 74% 76%
Yield (%) 55%  40%  47%  20%  41%  65%  68%  7.1%
Franking (%) % e e ot fom  fome
Cash & near cash 1345 1342 181 1316 1363 87.0 81.0 87.0
Inventores 1667 270 161 287 207 240 244 208
Biological assets 1242 1207 1218 1356 1598 1864  187.8 1923 EBITDAU/sales (%) 84%  70%  79%  50% 60% 78%  81%  81%
Recievables 2146 202.6 2217 217 268.1 284.3 284.8 2913 EBITA/sales (%) 6.5% 5.7% 6.9% 4.1% 5.4% 74% 7.7% 7.5%
Other 24 16.0 37 7.0 22 2.2 22 22 OCF Realisation (%) 100% 30% 52% 29% 25% 51% 50% 46%
Current assets 6614 6905 7024 7346 7871 7940 7962 8126 FCF Realisation (%) (10%) (101%)  75%  (70%)  (9%) 5% 3% 1%
Fixed assets 4184 4503 4579 4773 4938 6274 6506 6564 ROE (%) 627%  427%  53.0% 26.8%  352%  484%  458%  428%
Right of use assets - 14202 13749 13194 12756 1,497 12276 12104 ROIC (%) 388%  334%  433%  266% 372%  45.1%  40.7%  39.3%
Intangibles - - - - - - - - Aseet Tum (years) 4.46 1.55 1.69 1.41 1.62 2.01 2.06 2.09
Other 18 22 9.8 116 17.8 17.8 17.8 17.8  Capex/Depn (x) 1.78 0.33 0.25 0.23 0.27 0.38 0.36 0.31
Non current assets 4202 1,881.7 11,8426 1,808.3 1,787.2 1,8049 1,861 1,884.6
Total assets 1,081.6 25722 25450 25429 25743 2,688.8 2,6023 2,697.2 |[ertiiiilITAL )
Creditors 360.7 402.9 396.6 452.6 462.1 485.6 485.6 49.7  EBITDA 208.6 408.9 87 380.8 4337 4771 481.7 4772
Bormowings - - - - - - - - TaxPaid 509 @61 (109 (19 (152 (1) @71 (@89
Lease liabilies - 1852 1842 1867 1546 1629  167.0 1711 NetlnterestExpense (168) (141 (125 (118 (54 (82 (307 (28
Other 108.9 836 122 970 1013 1665 1665  160.6  Change in Wkg Capital 32 74 (6.6) 06 @1 (177 (23 (62
Current liabilities 4696 6717 7030 7363 7180 8151  819.0 8285 AASB16 Lease Payments (2340) (431) (2394) (471) (121) (2174 (2228)
Borrowings 3983 4489 3983 3989 3988 4504 4558 4546  Other 6.1 (25.0) 83 (84) (188  (10.00 (1000  (10.0)
Lease liabiliies - 12871 12481 12169 12139 1,147.0 11241 1,095.0 Operating Cash Flow 150.2 971 1839 89.9 841 1770 1742 160.4
Other 492 34 RO N6 418 48  #M8 48 Capex @1 (867 (663 (619 (719 (00 (650)  (70.0)
Non current liabilities 475 T4 167184 16484 16545 1,6482 16217 15914 Div Paid (1) (661) (528 (576) (186) (818)  (855)  (89.2)
Total liabilities 974 24431 23814 23847 23725 24633 24407 24199 Free Cash Flow (10.0) (557) 648  (296) (64 53 37 12
Net assets 1645 1201 1636 1582 2018 2255 2516  277.3  Acquisions (39.1) - - - - (115.2) -
S/holders' funds 164.5 1291 163.6 158.2 201.8 225.5 251.6 277.3  Disposals 89.1 95 109 4.0 0.2 - -
Share Issues (160.9) - - - - - -
Net Debt (Cash) 2638 3147 2402 2673 2625 3724 3688 3676 Other 25 @40 (12 (15 1.0 - - -
(inc.) Idec. in net debt (1184) " (509) 745 (14) 487 (1009 37 12
Reported net debt (cash) 2638 3147 2402 2673 2625 3724 3688 3676
Factored receivables 9.7 121.0 110.0 1415 1322 135.8 135.2 138.3
AASB1016 Operating leases - 14723 14323 14036 13685 1,3099 12911 1,266.1
Group indebtedness 3585 11,9080 17825 18124 17632 18181 1,7950 1,772.0
EBITDA Interest cover (x) 13.29 5.99 6.84 585 5.69 5.64 5.7 5.9
EBITDAL Interestcover (x) 1329 1331 1416 10.09 8.02 8.9 8.55 8.9
Net Debt/EBITDAL (x) 1.72 242 1.67 3.02 215 201 1.92 1.89
Group Indebtedness/EBITDA 172 467 397 476 407 381 373 3N
Net debt/equity (% ) 160% 244% 147% 169% 130% 165% 147% 133%
SOURCE: BELL POTTER SECURITIES ESTIMATES
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Research Team

Staff Member Title/Sector Phone @bellpotter.com.au
Expect >15% total return on a Chris Savage Head of Research/Industrials 612 8224 2835 csavage
12 month view. For stocks regarded Analysts
as ‘Speculative’ a return of >30% is John Hester Healthcare 612 8224 2871 jhester
expected. Martyn Jacobs Healthcare 613 9235 1683 mjacobs
Expect total return between - Thomas Wakim Healthcare 612 8224 2815 twakim
5% and 15% on a 12 month view Michael Ardrey Industrials 613 9256 8782 mardrey
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Associates
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Baxter Kirk Associate Analyst 613 9235 1625 bkirk
Kion Sapountzis Associate Analyst 613 9235 1824 ksapountzis
Ritesh Varma Associate Analyst 613 9235 1658 rvarma

Research Coverage & Policies

For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our company
website: https://bellpotter.com.au/research-independence-policy/.

Authoring Research Analyst’s Certification

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security that
the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst’s personal views about those securities and
were prepared in an independent manner and (2) no part of the Analyst's compensation was, is or will be, directly or indirectly, related to
specific recommendations or views expressed by that Research Analyst in the Research Report.

Research Analyst’s Compensation

Research Analyst's compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd. Compensation
is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive compensation that is
impacted by overall Company profitability.

Prices

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the business day
prior to the Date of the Research Report.

Availability
The completion and first dissemination of a Recommendation made within a Research Report are shortly after the close of the Market on

the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case the
Research Report will be completed and first disseminated shortly after that am time.

Dissemination

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-proprietary
electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution platforms; however
such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise
inconsistent with the Author’s previously published Research. Certain Research is made available only to institutional investors to satisfy
regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published Research to one or more Clients by
email; such email distribution is discretionary and is done only after the Research has been disseminated. The level and types of service
provided by Bell Potter Research Analysts to Clients may vary depending on various factors such as the Client’s individual preferences as
to frequency and manner of receiving communications from Analysts, the Client’s risk profile and investment focus and perspective (e.g.
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market-wide, sector specific long term and short term etc.) the size and scope of the overall Client relationship with the Company and legal
and regulatory constraints.

Disclaimers

This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party,
without the prior written approval of Bell Potter Securities Limited.

The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a security.
Any decision to purchase securities mentioned in the Report must take into account existing public information on such security or any
registered prospectus.

This is general investment advice only and does not constitute personal advice to any person. Because this Research Report has been
prepared without consideration of any specific client’s financial situation, particular needs and investment objectives (‘relevant personal
circumstances’), a Bell Potter Securities Limited Broker (or the financial services licensee, or the representative of such licensee, who has
provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of your relevant personal
circumstances and consulted before any investment decision is made on the basis of this Research Report.

While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not
verified independently the information contained in this document and Bell Potter Securities Limited and its directors, employees and
consultants do not represent, warrant or guarantee expressly or impliedly, that the information contained in this Research Report is
complete or accurate.

Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations contained in
this Research Report or for correcting any error or omission which may have become apparent after the Research Report has been issued.

Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including but
not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending draft
Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the Research
Report has had discussions with the subject Company to ensure factual accuracy prior to publication.

All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus any
other information contained in the Research Report, are subject to change without notice. Prices and availability of financial instruments
also are subject to change without notice.

Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such role is
not used in the preparation of the Research Report.

Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to
news affecting the issuer. For non-fundamental Research Reports, Bell Potter Research may not provide regular updates to the views,
recommendations and facts included in the reports.

Notwithstanding that Bell Potter maintains coverage on, makes recommendations concerning or discusses issuers, Bell Potter Research
may be periodically restricted from referencing certain Issuers due to legal or policy reasons. Where the component of a published trade
idea is subject to a restriction, the trade idea will be removed from any list of open trade ideas included in the Research Report. Upon lifting
of the restriction, the trade idea will either be re-instated in the open trade ideas list if the Analyst continues to support it or it will be officially
closed.

Bell Potter Research may provide different research products and services to different classes of clients (for example based upon long-
term or short term investment horizons) that may lead to differing conclusions or recommendations that could impact the price of a security
contrary to the recommendations in the alternative Research Report, provided each is consistent with the rating system for each respective
Research Report.

Except in so far as liability under any statute cannot be excluded, Bell Potter Securities Limited and its directors, employees and
consultants do not accept any liability (whether arising in contract, in tort or negligence or otherwise) for any error or omission in the
document or for any resulting loss or damage (whether direct, indirect, consequential or otherwise) suffered by the recipient of the
document or any other person.

In the USA and the UK this Research Report is only for institutional investors. It is not for release, publication or distribution in whole or in
part in the two specified countries. In Hong Kong this Research Report is being distributed by Bell Potter Securities (HK) Limited which is
licensed and regulated by the Securities and Futures Commission, Hong Kong. In the United States this Research Report is being
distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any person receiving this
Research Report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter
Securities (US) LLC.
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