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FWD Buy $7.38

Fleetwood Corporation

Man. accommodation division remains key FY04 earnings volatility factor

7 May 2004

Expansion of FWD’s caravan manufacturing capacity
from 52/week in 1Q04 to 90/week by the end of 1Q05
remains on track, and when combined with continued
buoyant demand for caravans underpins our earnings
growth profile over the forecast period. With settlement of
the $29m caravan parks sale expected on 15 Jul 04, we
see further upside potential to our forecasts through
utilisation of the funds for bolt-on acquisitions or large-
scale accommodation contracts, however note that in the
short-term, the timing of any new man. accommodation
contracts offers volatility to our forecasts. Nonetheless
we continue to recommend FWD as a preferred small-cap
stock given the caravan operations offer a strong long-
term earnings growth profile on a market PER.

» Forecasts assume Caravan Park sale complete at start

of FYO5; FWD announced the sale of its Caravan Parks
division to Aspen Group (ASX: APZ) on 1 Apr 04,
conditional on APZ raising funding. The subsequent APZ
prospectus was released on 23 Apr 04, with settlement
date for the caravan parks expected on 15 Jul 04 (our
forecasts have been adjusted to assume this date
compared to our expectation of settlement at the end of
1HO05). Importantly, we have made no assumptions for the
use of the $29m proceeds beyond a cash return, with
utilisation for a bolt-on acquisition or large-scale
accommodation contract offering upside to our forecasts.

Caravan production ramp-up on track ; At the FYO03
AGM on 31 Oct 04 mgt announced the planned expansion
of caravan production facilities at both Coromal (Perth)
and Windsor (Melbourne) from 52 caravans/week to 90
caravans/week within 12 months. This expansion remains
on track with the new Windsor facility already gearing up
and operation of the new Coromal facility on schedule to
commence by 1 Jul 04. Our forecasts assume this
production ramp-up timeframe is achieved (assuming an
average of 80 caravans/week in FY05 and 90 in FY06),
however we have made only modest assumptions for the
potential economies-of-scale benefits.

Manufactured accommodation division the key short-
term earnings volatility factor; The key short-term
earnings volatility factor remains activity in the Fleetwood
Portables operation. We remain comfortable with our
forecasts for the Manufactured Accommodation division
(that assume ~11% EBIT growth in FY05), however note
the potential impact of a major new contract win such as
the planned BHP Ravensthorpe nickel project.
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Company Information ‘

Price $7.38
Target Price (12 month) $8.50
Difference + 15%
Shares (diluted) 47.3M Market cap. $349M
High/low (12 month)  $7.80/$3.38  Monthly turnover $9.9M
Year ending Jun 2003 2004F 2005F 2006F
NPAT (reported) (A$M) 11.2 21.1 25.6 30.5
BBY adj NPAT (A$M) 12.6 229 27.4 32.3
EPS (¢) 31.4 48.9 58.1 68.6
PER 23.5x 15.1 x 12.7 x 10.8 x
EPS Growth 34% 56% 19% 18%
EV / EBITDA 14.9 x 8.9 x 7.2%x 6.1 x
CFPS (¢) 33.6 70.6 77.8 85.6
Price / CF 22.0 x 10.5 x 9.5x 8.6 x
Dividend (¢) 14.0 20.0 24.0 28.0
Yield 1.9% 2.7% 3.3% 3.8%
Franking 100% 100% 100% 100%
NTA per share $1.22 $1.58 $2.12 $2.60

Earnings Forecast Changes
2004F 2005F 2006F

NPAT (BBY adj) Change (%) 0% 2% 2%
EPS (BBY adj) Change (%) 0% 2% 2%
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$A/share %
7.80 ~ r 210
6.70 r 180
5.60 - r 150
4.50 4 r 120
./
3.40 AL : : : : 90

May 03 Jul03 Sep03 NovO03 Jan04 Mar04 May 04
FWD (LHS) FWD Rel to S&P/ASX SMALL IND (RHS)

Burdett Buckeridge Young Limited

7 May 2004 2



GROWTH COMPANIES DAILY

.
<

Fleetwood Corporation (FWD:$7.38) Mkt cap: $349m Buy
Valuation data Balance sheet ($M)
Year ending Jun 2002 2003 2004F 2005F 2006F ear ending Jun 2002 2003 2004F 2005F 2006F
EPS pre goodwill (¢) 23.5 31.4 48.9 58.1 68.6 Cash 5.0 9.7 9.7 19.7 29.7
P/E ratio 314x 235x | 15.1x 12.7x 10.8x | Receivables 19.7 29.3 33.6 43.3 47.9
P/E relative * 147 105 101 85 Inventories 19.1 26.3 25.2 30.0 33.2
EPS growth 44% 34% 56% 19% 18% Other 0.0 0.0 0.0 0.0 0.0
Current assets 43.8 65.3 68.5 92.9 110.7
EPS pre abn's (¢) 19.9 28.0 45.1 54.3 64.8 Net PPE 44.2 54.8 69.6 53.7 65.6
P/E ratio 37.0x 26.4 x 16.4 x 13.6 x 11.4 x Investments 0.0 0.0 0.0 0.0 0.0
P/E relative * 165 114 108 90 Goodwill 23.1 26.9 29.2 27.4 25.6
EPS growth 57% 40% 61% 21% 19% Other intangibles 0.0 0.0 0.0 0.0 0.0
Other 1.3 1.1 1.1 1.1 1.1
EV/EBIT 28.8 x 19.7 x 11.4 x 9.0 x 7.6 x Non-current assets 68.6 82.8 99.9 82.2 92.3
EV / EBITDA 19.7 x 14.9 x | 8.9 x 7.2 X 6.1 x | Total assets 112.4 148.1 168.4 175.1 203.1
CFPS (¢) 67.0 33.6 70.6 77.8 85.6 Debt 333 29.2 27.9 31 4.4
Price / CF 11.0x 22.0 x 10.5 x 9.5 x 8.6 x Provisions 114 7.7 9.1 10.9 16.4
Other 19.3 30.9 30.8 36.6 36.8
DPS (¢) 13.0 14.0 20.0 24.0 28.0 Total liabilities 64.0 67.8 67.8 50.6 57.7
Yield 1.8% 1.9% | 2.7% 3.3% 3.8% | Equity / reserves 43.4 66.2 66.2 66.2 66.2
Franking 100% 100% 100% 100% 100% Retained profits 5.0 14.1 34.4 58.3 79.2
Total s/h funds 48.4 80.3 100.7 124.6 145.5
NTA per share $0.72 $1.22 $1.58 $2.12 $2.60 Minorities 0.0 0.0 0.0 0.0 0.0
Pr/NTA 10.2 x 6.1 x 4.7 x 3.5x 2.8 x Total funds emp. 112.4 148.1 168.5 175.2 203.1
Profit and loss ($M) Cashflow ($M)
Year ending Jun 2002 2003 2004F 2005F  2006F ear ending Jun 2002 2003 2004F 2005F  2006F
Sales revenue 166.7 191.5 280.0 332.9 368.4 EBIT 13.1 18.7 32.3 36.7 42.8
growth over pcp 43% 15% 46% 19% 11% Net interest paid 1.9 (2.1) @7 0.3 1.4
EBITDA 19.1 24.7 41.3 46.4 52.7 Dep'n and amort'n 6.0 6.0 9.0 9.7 9.9
Dep'n and amort'n 4.6 4.7 7.2 7.9 8.1 Tax paid (0.9 (6.8) (5.4 (9.5) (11.5)
EBITAg 14.5 20.1 34.1 38.5 44.6 Gross cash from op'ns 16.3 15.8 34.2 37.3 42.6
Goodwill amortisation 1.4 1.4 1.8 1.8 1.8 (Inc) / dec in wk'g cap 6.2 (5.2) (2.3) (8.6) (7.6)
EBIT 13.1 18.7 323 36.7 42.8 Other 3.3 2.9 1.3 8.1 5.5
growth over pcp 39% 42% 73% 14% 16% Operating cashflow 25.8 13.6 33.2 36.8 40.5
Net interest expense 1.9 2.1 1.7 (0.3) (1.4) growth over pcp 889% -47% 145% 11% 10%
Pre-tax profit 11.2 16.6 30.6 37.0 44.2 Investing cashflows
Tax 3.6 5.4 9.5 11.5 13.7 Capital expenditure (14.8) (16.3) (27.0) (28.0) (25.0)
Effective tax rate 324% 324% 31.0% 31.0% 31.0% Asset sales 7.9 2.6 7.0 7.0 5.0
Preference dividends 0.0 0.0 0.0 0.0 0.0 Investments (2.5) (7.5) (7.1) 0.0 0.0
Minorities 0.0 0.0 0.0 0.0 0.0 Divestments 0.0 0.1 0.0 29.0 0.0
BBY adjustments 1.4 1.4 1.8 1.8 1.8 Financing cashflows
BBY adj profit 8.9 12.6 | 22.9 27.4 32.3 | Equity raised 0.2 19.0 0.0 0.0 0.0
Dividends paid (3.1) (1.4) (4.8) (10.0) (11.8)
Reported profit (pre abn) 7.6 11.2 211 25.6 30.5 Chg in loans 9.1) (5.5) (1.3) (24.8) 1.3
One-off items (post tax) 0.0 0.0 0.0 6.3 0.0 Other non-op flows (8.9) 0.5 (1.4) (0.2) (0.1)
Reported net profit 7.6 11.2 21.1 31.9 30.5 Net chg in cash 4.4 4.7 0.0 10.0 10.0
Ratio analysis Interims ($M)
Year ending Jun 2002 2003 2004F 2005F 2006F EURYCEWY 1h02 2h02 1h03 2h03 1h04
EBITDA / sales 11.5% 12.9% 14.7% 14.0% 14.3% Sales revenue 89.0 7.7 95.8 95.7 134.6
EBITAg / sales 8.7% 10.5% 12.2% 11.6% 12.1% EBITDA 9.5 9.6 11.7 13.0 20.1
EBIT / sales 7.9% 9.8% 11.5% 11.0% 11.6% EBIT 6.4 6.7 8.7 10.0 15.6
Return on assets 12% 15% 22% 23% 26% BBY adj profit 4.3 4.6 5.8 6.7 11.0
Return on equity 19% 20% 25% 24% 24% Reported profit 3.6 3.9 5.2 6.1 10.1
Dividend payout ratio 55% 45% 41% 41% 41% EBIT / sales 7.2% 8.6% 9.1% 10.4% 11.6%
Net debt / (cash) ($M) 28.3 195 18.3 (16.5) (25.3) EPS (¢) 11.4 121 15.1 16.3 237
Debt / equity 69% 36% 28% 3% 3% DPS (¢) 5.0 8.0 5.5 8.5 7.0
Net debt / equity 58% 24% 18% nmf nmf % of FY sales 53.4% 46.6% 50.0% 50.0% 48.1%
Interest cover 6.8 x 9.0 x 19.0 x nmf nmf % of FY EBIT 48.9% 51.1% 46.6% 53.4% 48.3%

* Relative to BBY growth companies universe
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This document has been prepared (in Australia) by Burdett Buckeridge Young Limited ABN 80 006 707 777 (BBY), a Participating Organisation of the Australian Stock
Exchange and regulated by the Securities & Futures Authority of the United Kingdom (SFA).

Disclosure
BBY and its associates (as defined in Chapter 7 of the Corporations Law), officers, directors, employees and agents, from time to time, may hold securities in any of the
companies to which this document refers and may trade in the securities mentioned either as principal or agent.

Disclaimer

This report may contain general securities advice or recommendations which, while believed to be accurate at the time of publication, are not appropriate for all persons
or accounts. Before acting on any advice or recommendations, a person should contact a BBY adviser to determine whether or not the recommendations are
appropriate; or should form his/her own view given the person’s investment objectives, financial situation and particular needs. Although every attempt has been made
to verify the accuracy of the information contained in the document, liability for any errors or omissions (except any statutory liability which cannot be excluded) is
specifically excluded by BBY, its associates, officers, directors, employees and agents.

US Investors

This material is intended for use by major U.S. institutional investors (as such term is defined in the U.S. Securities Exchange Act of 1934) and “$100 million investors”
only and not the general investing public or retail customers. “$100 million investors” means any entity, including any investment adviser (whether or not registered
under the U.S. Investment Advisers Act of 1940) that owns or controls (or in the case of an investment adviser, has under management) in excess of US$100 million in
aggregate financial assets (i.e. cash, money-market instruments, securities of unaffiliated issuers, futures and options on futures and other derivative instruments).
Transactions by or on behalf of any US person in any security mentioned in this document may only be effected through Jefferies & Company, Inc. (“Jefferies”), a U.S.
broker dealer.

The information upon which this material is based was obtained from sources believed to be reliable, but has not been independently verified. Therefore, its accuracy is
not guaranteed. Additional and supporting information is available upon request. This is not an offer or solicitation of an offer to buy or sell any security or to make any
investment. Any opinion or estimate constitutes the preparer's best judgement as of the date of preparation and is subject to change without notice. BBY or Jefferies or
Jefferies International Limited and their associates or affiliates, and their respective officers, directors and employees may buy or sell securities mentioned herein as
agent or principal for their own account.

United Kingdom and Canadian Investors

This document may be distributed in the United Kingdom by BBY or Jefferies International Limited (regulated by SFA). None of the investments or investment services
referred to in this document are available in the United Kingdom to private customers, as defined by the rules of the SFA. This document is not to be provided to private
customers in the United Kingdom.

The investments or investment services referred to in this document are available in Canada only to “Designated Institutions”, as defined by the Securities Act
(Ontario).

Other International Investors
International investors outside the US, UK or Canada are encouraged to contact their local regulatory authorities to determine whether any restrictions apply to their
ability to purchase this investment.

Approved by TWG on 6/5/04 at 4:30pm
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