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A specialist in reclamation and surface engineering of industrial components
operating in severe environments (prone to corrosion and/or wear) and critical

applications. LBL's products include: LaserBond™ cladding, High-Pressure High-
Velocity Oxy Fuel (HP HVOF) and Thermal Spraying.

Long term gains cause short term pain

LaserBond is undergoing a step change in its size and structure. This has .
included the current, almost complete, shift to substantially larger Valuation ASX code
purpose deigned premises in Sydney and a doubling of sales staff across 50225 LBL
the group. The changes have begun to bear fruit. However, it has come
too late for 1Q13, which was impacted by expected lost productivity as

the NSW operations were centralised at the new facility and subdued Pricing Data
customer orders. The net result was a fall in revenue of 8% relative to 52-w range ($) $0.13-50.28
1Q12. This and the higher cost base has resulted in a small net loss being Current price ($) $0.160
recorded. Diluted shares (m) 84.7
Market cap (Sm) 13.56
On a positive note, the increased sales force has been able to increase Net debt (Sm) -1.37
the number of quotes by 33% over the prior corresponding period (pcp), EV ($m) 12.19
with early trials for prospective clients proceeding well. The value of
quotes was 83% higher than the pcp.
$0.30
Improved performance to flow through from 2H13 28;2 ]

We remain confident that LBL will achieve FY13 revenue in excess of $0.24
$15m but following 1H13 adjustments our forecast is reduced by $0.2m $0.22 1

to $15.3m. We had been looking for 1H13 revenue to be on par with that ig'ig i
achieved in 1H12 but do not expect this now. Slightly lower sales and 50:16 1 T
margins have seen our FY13f NPAT fall to $1.2m from $1.4m. $0.14 ﬂ“
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Geographic expansion still the big opportunity Sepril  Decdl  Mard2  Jun-d2  Sep-i2

LBL is well placed for significant growth in the coming years particularly LBL S&P/ASX Small Industrials
through acquisitive expansion to spread the footprint of what is still a
relatively new technology. LBL has stated an intention to grow into both

Western Australia and South Australia and is in discussions with several Key Financial Metrics & Forecasts
possible partners at present. sm FYlla FY12a FY13f FY14f

Revenue 13.28 14.39 1531 16.53
EBIT 214 192 176 2.06
Net profit (adj) ~ 1.43 1.29 1.16 1.38

Buy retained and $0.225 a share valuation
Our valuation is a blend of our base case (50.20 a share) and acquisition

case valuations ($0.25 a share). The reduced FY13 forecasts have seen EPS (adj) (c) 202 174 137 163
the EV/EBITDA valuation fall, lowering our valuation by one cent a share Dividend (c) 0.5 0.5 0.5 0.7
to $0.225. We view LBL as a strong growth potential story but recognise

that the capital raising dilution effect without an offsetting acquisition as ~ EV/EBIT 57x  63x 69x 5.9
yet currently sees LBL trading at over 10-times FY13f earnings. P/E 7.9x  9.2x 11.6x 9.8x
Investorfirst Securities managed and underwrote the issue of 9.1 Net yield 3.1% 3.1% 3.1% 4.1%

million shares in LBL in May 2012 and received fees for this *base case’ forecast (excludes potential acquisitions)
Investorfirst Securities Please refer to the important disclosures on the final page of this report.

ACN 135 332 240 1

A Corporate Authorised Representative (no. 339 230) of HUB24 Custodial Services Ltd (ABN 94 073 633 664) (AFSL 239 122)



Investorfirst Securities

Laserbond Recommendation: Buy Share price  $0.160
ASX code LBL Valuation: $0.225 No. shares 84.7m
Bloomberg LBL AU Financial risk: 8.17 (ZScore) -2.29 (M Score) Options etc. 0.0m
Reuters LBL.AX BASE CASE SCENARIO - NO ACQUISITION Marketcap ~ $13.6m
Sm Financial year end: June 30
Income Statement FY10a FYlla FY12a FY13f FY14f Valuation Metrics FY10a FYlla FY12a FY13f Fy14f
Operating revenue 10.42 13.28 14.39 15.31 16.53 Price / earnings (adj) 23.7x 7.9x 9.2x 11.6x 9.8x
EBITDA 0.93 2.30 2.29 2.16 2.50 EV/EBITDA 13.1x 5.3x 5.3x 5.6x 4.9x
Deprec & Amort -0.21 -0.16 -0.36 -0.41 -0.44 EV/EBIT 16.8x 5.7x 6.3x 6.9x 5.9x
EBIT 0.73 2.14 1.92 1.76 2.06 Dividend yield 0.0% 3.1% 3.1% 3.1% 4.1%
Netinterest expense -0.06 -0.10 -0.08 -0.09 -0.08
PBT 0.67 2.04 1.84 1.66 1.97 Current price / book 1.3x
Non-recurring items 0.00 0.00 -0.25 0.00 0.00 Current price / NTA 2.0x
Tax Expense -0.11 -0.70 -0.47 -0.50 -0.59
Equity-accounted 0.00 0.00 0.00 0.00 0.00 Margins FYl0a  FYlla  FY12a FY13f Fy14f
Reported net profit 0.56 1.34 1.12 1.16 1.38 EBITDA margin 8.94% 17.31% 15.88% 14.12%  15.10%
Adjusted net profit 0.47 1.43 1.29 1.16 1.38 EBIT margin 6.96% 16.12%  13.36% 11.46% 12.45%
Adjusted EPS ¢ 0.67 2.02 1.74 1.37 1.63 PBT margin 6.39% 15.38% 12.80% 10.86% 11.94%
Dividends pershare ¢ 0.000 0.005 0.005 0.005 0.007 Adj. net profit margin 4.47%  10.77% 8.96% 7.60% 8.36%
First half review 1H10a 1H1la 1H12a  1H13f  1H14f Growth FY10a  FYlla  FYl2a FY13f Fy14f
First half revenue (Sm) 5.42 6.02 7.77 7.16 7.96 Revenue growth 15.0% 27.4% 8.4% 6.4% 7.9%
First half EBITDA 0.27 0.74 1.25 0.71 1.16 EBITDA growth 30.6%  146.6% -0.6% -5.4% 15.4%
First half adj net profit 0.11 0.43 0.78 0.32 0.63 EPS growth n/a 198.9% -13.6% -21.1% 18.7%
Cash Flow FY10a FYlla FY12a FY13f FY14f Du Pont Analysis (reported ROE)  FY10a FYlla FY12a FY13f Fy14f
Reported net profit 0.56 1.34 1.12 1.16 1.38 Operating profit margin 7.0% 16.1% 11.6% 11.5% 12.4%
Deprec & Amort 0.21 0.16 0.36 0.41 0.44 Asset turnover 128.5% 139.3% 119.1% 106.5% 107.3%
Working capital -2.30 -0.59 -0.81 0.38 -0.23 Interest expense rate 0.7% 1.0% 0.7% 0.6% 0.5%
Others 0.00 0.00 0.00 0.00 0.00 Equity multiplier 141.7% 145.1% 140.4%  135.0%  133.9%
Net operating cash flow -1.54 0.90 0.67 1.95 1.59 Taxretention rate 83.5% 65.5% 70.3% 70.0% 70.0%
Capex -0.21 -0.12 -1.52 -0.47 -0.25 Return on equity 9.7% 20.4% 13.0% 10.9% 12.0%
Acquisitions -0.26 -0.15 0.01 0.00 0.00
Others 0.00 0.00 0.00 0.00 0.00 Net tangible assets 2.69 3.37 6.61 7.48 8.30
Net investing cash flow -0.46 -0.27 -1.51 -0.47 -0.25 Net debt (cash) -0.06 -0.44 -1.37 -2.54 -3.34
Change in debt 0.13 -0.07 0.00 0.00 0.00 W/av diluted shares on issue 69.1m 71.2m 76.3m 84.7m 84.7m
Equityissuance 0.46 0.00 1.91 0.12 0.00 Share Outstanding 69.1m 72.1m 83.9m 84.7m 84.7m
Dividends 0.00 0.00 -0.29 -0.42 -0.55
Other 0.00 0.00 1.01 0.00 0.00 Segment Sales Capital Structure
Net financing cash flow 0.59 -0.07 2.63 -0.30 -0.55 100% -
Net cash flow -1.41 0.56 1.80 1.17 0.79
Balance Sheet FY10a  FYlla FYl2a  FY13f  Fy14f 75% Market Cap
Cash 0.42 0.98 2.78 3.95 4.75
Receivables 2.27 3.28 3.61 3.36 3.53 50% - ¥ Current Debt
Inventory 1.61 1.55 1.77 1.76 191
Other 0.00 0.00 0.00 0.14 0.15 25% - B LT Debt
Total current assets 4.30 5.81 8.17 9.22 10.33
PP&E 0.69 0.65 1.80 1.87 1.68 Ocash
Intangibles 3.46 3.61 3.61 3.61 3.61 0% :
Other non-current 0.27 0.27 0.24 0.24 0.24 o NSW =qld
Total non-current assets 4.42 4.53 5.65 5.72 5.53 -25% -
Total assets 8.72 10.34 13.82 14.94 15.86
Current debt 0.10 0.09 0.42 0.42 0.42
Payables 1.09 1.10 141 139 1.49
Provisions 0.00 0.65 0.51 0.58 0.61
Other 0.89 0.82 0.16 0.36 0.32
Total current liabilities 2.08 2.66 2.50 2.75 2.85
Non-current debt 0.27 0.45 0.99 0.99 0.99
Other 0.22 0.25 0.11 0.11 0.11
Total non-current liabilities 0.49 0.70 1.10 1.10 1.10
Total liabilities 2.56 3.36 3.60 3.85 3.95
Net assets 6.16 6.98 10.22 11.09 11.92
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Important Notices

This communication is distributed by Investorfirst Securities Ltd (ACN 135 332 240) (Investorfirst Securities), which is a cor-
porate authorised representative (No. 339 230) of HUB24 Custodial Services Ltd (ABN 94 073 633 664) (AFSL 239 122).
HUB24 Custodial Services Ltd is a participant of ASX Ltd.

Disclaimer this communication is not intended to be a sufficient basis for an investment decision. Readers should
consult detailed advice before making an investment decision. The information is general information only, it does not take
into account your particular investment objectives, financial situation or needs. This communication is not an invitation or
offer to buy or sell any securities. Prior to taking any action or making any investment decision, you should consult your
professional advisors and consider whether the advice or proposed investment is appropriate in light of your particular in-
vestment needs, objectives and financial circumstances.

Investment involves risk. Past performance is no indication of future results.

Although we believe the information is accurate and reliable, Investorfirst Securities has not independently verified the in-
formation, which is provided from public sources, third parties and directors or management of issuers. Investorfirst Securi-
ties does not represent that the information in this communication is complete, up to date or reliable. Any opinion or fore-
cast or recommendations reflect the information, assumptions and judgment as at the time of writing and may later change
without notice. Investorfirst Securities is not responsible for updating any information, advice or opinion in this communi-
cation or for correcting or supplementing any information, advice or opinion in this communication for any error, omission
or misstatement which may become apparent after its release.

Investorfirst Securities, to the extent permitted by law, accepts no liability or responsibility for any direct or indirect loss or
damage caused by any misstatement or error in or omission from this communication or for relying on this communication.

Any views expressed in this communication by Investorfirst Securities accurately reflect the personal views of the author
about the subject securities or issuer and may not be the same as the views of Investorfirst Securities. No part of the com-
pensation of the author was, is or will be directly or indirectly related to the inclusion of specific recommendations or views
in this communication. The material in this communication has been prepared by individual people within Investorfirst Se-
curities who may from time to time also provide advice to individual or corporate clients.

The author principally responsible for this communication receives compensation based in part on revenue of Investorfirst
Securities and has taken reasonable care to achieve and maintain independence and objectivity in making any recommen-
dations.

Disclosure Investorfirst Securities, its related companies and directors and employees (other than the authors of this com-
munication) might have a relevant interest in some securities mentioned in this communication. These holdings (or absence
of holdings) may change at any time after publication of this communication, without notice.

Investorfirst Securities, its related companies and employees, directors, consultants of any of them may earn income, fees,
brokerage or commissions or other benefits as a result of recommendations, dealing or transactions in the securities men-
tioned in this communication or it may earn referral fees in respect of investors who participate in capital raisings by the
issuers mentioned in this communication. These interests do not influence Investorfirst Securities in giving the advice con-
tained in this communication. The directors, employees, consultants or of Investorfirst Securities or of its related companies
may trade in these financial products in a manner that is contrary to the recommendations given in this communication or
by Investorfirst Securities to clients.

Confidentiality This information is private and intended only for the particular person to whom it is sent. It remains confi-
dential however it is distributed and it and any part of its advice are not to be communicated or disclosed to any other per-

son without the written consent of Investorfirst Securities.

© 2012 Investorfirst Securities Ltd
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Research Ratings Methodology

Sell: Valuation < (Share Price X 0.9)
Hold: Valuation > (Share Price X 0.9) < Share Price
Buy: Valuation > Share Price

Speculative (in addition to Buy/Hold/Sell): no
history of positive earnings or cash flow; or highly
geared; or highly volatile & inherently uncertain
earnings

Financial Risk Metrics

General Z-Score: indicator of risk of bankruptcy

e <1.1: may be in financial distress

e 1.1to 2.6: potential warning of financial distress
e >2.6: may be in good financial shape

Beneish M-Score: indicator of potential earnings manipula-
tion. A result below —2.22 indicates no apparent manipula-
tion of financial results



