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FBR Limited (ASX:FBR)  
Value but at increased business risk                             
In December 2018, FBR discontinued its (July 2017) MOU with global construction 

and mining equipment giant Caterpillar Inc. (NYSE:CAT); the MOU looked to 

create a framework for collaboration regarding the development, manufacture, 

sales and servicing of FBR’s robotic bricklaying technology, and how best to offer 

this technology to CAT’s construction customers. We suggest that abandoning this 

commercialisation route - technology royalties from a tier-1 global heavy 

equipment manufacturer – in favour of a Wall as a ServiceTM (WaaSTM) business 

model, has not, as yet, fully gained traction with the marketplace. At current price 

levels of 8c, FBR’s share price is 52% below its December high of 16.5c. 

 

 

 

 

 

 

 

 

 

 

 

 

The WaaSTM business model involves FBR effectively becoming a subcontractor to 

builders i.e., generating revenue from laying bricks. This contrasts with the 

original commercial model of generating revenue from CAT selling Hadrian X units 

to building contractors and FBR receiving a royalty on the sale of each unit. FBR 

maintains that the WaaSTM business model potentially makes a stronger financial 

return than machine sales. However, it also, increases the business and financial 

risk for FBR. FBR will now have to finance manufacturing the Hadrian X units, fund 

the working capital to maintain the machines, train and employ operators, and 

most critically of all, source building work and learn how to operate in the domestic 

(and potentially overseas) building and construction industry. This, we imagine, 

will be a steep learning curve for what is effectively an IT/engineering company.  

Risked SOTP target price: A$0.17 (A$0.50 previously) 

We have significantly revised down our forecast revenue and profit profiles on the 

back of FBR’s new operator-driven versus royalty-driven business model. This is 

essentially due to (1) forecast capex constraints on ramping-up the manufacture 

of Hadrian X units, (2) lags in “on-boarding” building and construction contracts 

and, (3) limiting work initially to Australia. As a result, our un-risked NPV10 for the 

Hadrian X Project has fallen considerably to A$495m (28c per fully diluted share) 

from A$1,043m (66c per diluted share). In addition, we have increased our risk 

discount to 50% (30% previously) on the increased forecast risk attached to the 

new commercial model. As a result, our target price has fallen to 17cps (50cps 

previously). We maintain a Speculative Buy (Higher Risk) recommendation.  Risks 

to our earnings profile and target price include, but are not limited to: sourcing 

building contracts, operational performance of Hadrian X, operating costs and 

capex, dependence upon key personnel, competition from other technologies.  

5 April 2019 

 

Share Price: A$0.08  

Target Price: A$0.17 

Targeted Upside: 111% 
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Speculative Buy  
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Higher 

Construction Machinery/Technology 
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FBR Limited 

ASX Code FBR 

52-week range (A$cps) A$0.07-A$0.22 

Fully diluted Market Cap (ASm) 143 

Fully diluted no. of shares (m) 1,785 

Av Daily Turnover (shares) 3.9 million 

ASX All Ordinaries 6,276 

FY19E BV per share (A$c) 2.9c 

FY19E EPS (A$c) -0.5c 

FY19E Net (Debt)/Cash (A$m) 29.4 

 

Relative price performance Source: IRESS 
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 Financial Statements 

    

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

FBR Limited
Year ending June

Profit & Loss Statement (A$M) FY18A FY19E FY20E FY21E FY22E Hadrian X revenue f'cast (A$m) FY18A FY19E FY20E FY21E FY22E

Revenue 0.5 0.0 4.5 10.4 35.2 No. of Hadrian X's operating na 1 2 3 10

Operating 0.0 0.0 (2.7) (6.2) (21.1) No of houses built na 0 150 345 1150

R&D/Other (4.0) (5.5) (5.6) (5.7) (5.8) m2 built (@ 225m2 av per house) na 0 33,750 77,625 258,750

Employee/Directors (1.6) (2.5) (2.6) (2.6) (2.7) Revenue (US$m) (@ US$100/m2) na 0 3 8 26

EBITDA (5.1) (8.0) (6.4) (4.2) 5.6 AUD:USD exchange rate na 0.75 0.75 0.75 0.75

Depreciation & Amortisation (0.0) (0.5) (0.5) (0.5) (0.5) Revenue (A$m) na 0 5 10 35

Operating profit (5.1) (8.5) (6.9) (4.7) 5.1 

Royalties & Other (2.0) (1.0) 0.0 0.0 0.0 

EBIT (7.1) (9.5) (6.9) (4.7) 5.1 

Interest income 0.0 0.6 0.8 0.5 0.2 

Interest expense 0.0 0.0 0.0 0.0 (0.3)

Tax expense 0.0 0.0 0.0 1.3 (2)

Reported NPAT (7.1) (8.9) (6.1) (2.9) 3.5 

Normalised NPAT (7.1) (8.9) (6.1) (2.9) 3.5 

EBITDA Margin (%) na na -141% -40% 16%

Operating profit margin (%) na na -152% -45% 14%

EPS Reported - Diluted (A$c) (0.4) (0.5) (0.3) (0.2) 0.2 

EPS Normalised - Diluted (A$c) (0.4) (0.5) (0.3) (0.2) 0.2 

EPS grow th (%) nm nm nm nm n/a

DPS - Declared (A$c) 0.0 0.0 0.0 0.0 0.1 

Avg. no. of  shares (m) 954 1,236 1,487 1,654 1,737 

YE no. of fuly-diluted shares (m) 1,617 1,785 1,785 1,785 1,785 

Cash Flow Statement (A$M) FY18A FY19E FY20E FY21E FY22E

EBITDA (5.1) (8.0) (6.4) (4.2) 5.6 

Investment in w orking capital (5.4) 6.9 (0.2) (1.2) (0.6)

Tax expense 0.0 0.0 0.0 1.3 (1.5)

Operating Cash Flow (10.5) (1.1) (6.6) (4.1) 3.4 

Capex (20.0) (8.0) (5.0) (6.0) (12.1)

Other investments 0.0 0.0 0.0 0.0 0.0 

Investing Cash Flow (20.0) (8.0) (5.0) (6.0) (12.1)

Net interest received / (paid) 0.0 0.6 0.8 0.5 (0.1)

Debt draw dow n / (repayment) 0.0 0.0 0.0 0.0 5.0 

Dividends paid 0.0 0.0 0.0 0.0 (1.8)

Equity raised / (repaid) 40.3 17.0 0.0 0.0 0.0 Leverage FY18A FY19E FY20E FY21E FY22E

Financing Cash Flow 40.3 17.6 0.8 0.5 3.2 Net Debt/Equity cash cash cash cash -4%

Royalties & Other 3.5 (1.0) 0.0 0.0 0.0 Gearing (ND/ND+E) cash cash cash cash -3%

Inc/(Dec) in  Cash 13.3 7.5 (10.8) (9.6) (5.5) Interest Cover (x) na na na na 76.2

Balance Sheet (A$M) FY18A FY19E FY20E FY21E FY22E Valuation Ratios (x) FY18A FY19E FY20E FY21E FY22E

Cash & Equivalents 22.0 29.4 18.6 9.0 3.4 Normalised P/E na na na na 40.6

Receivables 8.2 1.0 0.9 2.1 6.7 Price/OP Cash Flow na na na na na

Inventories 0.0 0.0 0.3 0.6 2.1 Book value per share (A$c) 2.7 2.9 2.6 2.4 2.5

Other Current Assets 0.3 0.3 0.3 0.3 0.3 EV/EBITDA na na na na na

PPE 16.1 23.6 28.1 33.6 45.2 ROE (%) -16% -17% -13% -7% 8%

Deferred tax asset 0.0 0.0 0.0 0.0 0.0 

Other Non Current Assets 0.0 0.0 0.0 0.0 0.0 SOTP valuation

Total Assets 46.5 54.3 48.2 45.5 57.7 

Payables and other current Liabilities 2.8 2.6 2.6 2.8 8.3 

Short Term Debt 0.0 0.0 0.0 0.0 5.0 

Long Term Debt 0.0 0.0 0.0 0.0 0.0 

Other Non Current Liabilities 0.0 0.0 0.0 0.0 0.0 

Total Liabilities 2.9 2.6 2.6 2.9 13.3 

Total Equity 43.6 51.7 45.6 42.6 44.4 

Net Cash/(Debt) 22.0 29.4 18.6 9.0 (1.6)

Substantial Shareholders

HSBC Custody Nominees

Mark Joseph Pivac

Wisconsin Holdings Pty Ltd

Source: Company, IRESS, State One Stockbroking forecasts            

% Date

0.28495Hadrian X NPV (unrisked)

Risk weighting (timing, volumes, pricing, etc)

Hadrian X NPV (risked)

Technology upside (10% of Hadrian X NPV)

Equity value

Current share price

Net cash / (debt) (FY18E)

0.080

Enterprise value 272

11.9

Oct-188.1

2.5

111%% upside / (downside)

50%

247

25

29

302

A$m A$ps

0.02

0.17

0.14

0.01

0.15
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FBR Board of Directors (Source: Company) 
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General Advice Warning 

The contents of this document have been prepared without taking account of your objectives, financial 

situation or needs. You should, before taking any action to acquire or deal in, or follow a recommendation 

(if any) in respect of any of the financial products or information mentioned in this document, consult your 

own investment advisor to consider whether that is appropriate having regard to your own objectives, 

financial situation and needs. 

 

Whilst State One Stockbroking Ltd believes information contained in this document is based on information 

which is believed to be reliable, its accuracy and completeness are not guaranteed and no warranty of 

accuracy or reliability is given or implied and no responsibility for any loss or damage arising in any way 

for any representation, act or omission is accepted by State One Stockbroking Ltd or any officer, agent or 

employee of State One Stockbroking Ltd. If applicable, you should obtain the Product Disclosure Statement 

relating to the relevant financial product mentioned in this document (which contains full details of the 

terms and conditions of the financial product) and consider it before making any decision about whether 

to acquire the financial product. 

 

Disclosure 

The directors and associated persons of State One Stockbroking Ltd may have an interest in the financial 

products discussed in this document and they may earn brokerage, commissions, fees and advantages, 

pecuniary or otherwise, in connection with the making of a recommendation or dealing by a client in such 

financial products.  

 

This report was prepared solely by State One Stockbroking Limited. ASX did not prepare any part of the 

report and has not contributed in any way to its content. The role of ASX in relation to the preparation of 

the research reports is limited to funding their preparation by State One Stockbroking Limited, in 

accordance with the ASX Equity Research Scheme. ASX does not provide financial product advice. The 

views expressed in this research report may not necessarily reflect the views of ASX. To the maximum 

extent permitted by law, no representation, warranty or undertaking, express or implied, is made and no 

responsibility or liability is accepted by ASX as to the adequacy, accuracy, completeness or reasonableness 

of the research reports. 

 

The Research Analyst who prepared this report hereby certifies that the views expressed in this research 

document accurately reflect the analyst’s personal views about the company and its financial products. 

The research analyst has not been and will not be receiving direct or indirect compensation for expressing 

the specific recommendations or views in this report. This research at all times remains the property of 

State One Stockbroking Ltd. And as such cannot be reprinted, distributed, copied, posted on the internet, 

in part or whole, without written prior approval from an Executive Director of State One Stockbroking Ltd. 
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