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FBR Limited (ASX:FBR)  
JV with Brickworks: Wall as a Service begins                              
While FBR’s share price responded positively (+20.6% to 8.8c) to the 6 May 2019 

announcement of a three year 50:50 JV with Australia’s largest brick company, 

Brickworks Limited (ASX:BKW), the share price has since softened. In our view, this 

is due to the lack of granularity on how the JV – called Fastbrick Australia -  is 

structured, and the poor visibility on the JV “Wall as a service” (WaaSTM) business 

plan, revenue targets or timelines. The JV seems to be the first implementation of 

the company’s new business model and follows on from FBR’s September 2018 

Global Partnership Agreement with Austrian-based Wienerberger AG – the world’s 

largest producer of clay blocks, which presumably is also targeting a WaaSTM model. 

We assume that Europe will be the second market that FBR enters after Australia. 

FBR clearly believes that the best and most value accretive way to commercialise 

its technology is via strategic alliances with tier-1 regional brick manufacturers. 

However, we suggest that the share price’s broadly muted reaction to the above 

corporate developments indicates that the marketplace remains uncertain or 

confused on FBR’s Wall as a ServiceTM (WaaSTM) business model and, in particular, 

how the build of the Hadrian machines will be financed.   

State One comments 

The JV announcement stated that the JV aims to engage with domestic builders 

(presumably already customers of Brickworks) to provide a WaaSTM for residential 

homes via commercial building contracts, with FBR providing the (brick) laying 

services via the Hadrian X construction robot and BKW providing masonry blocks 

optimised for use with the machine. While the ownership of the JV is split 50:50, 

the announcement does not specify if revenues and costs are similarly divided, 

although we would assume they are. Our industry background research indicates 

that traditional (manual) bricklaying costs in Australia are around A$2,500 per 

1,000 bricks, split 60% labour (A$1,500 or A$1.50 per brick) and 40% material 

(A$1,000 or A$1.00 per brick). Second storey costs are typically 10% higher (at 

least) at A$2,800 per 1,000 bricks - with the labour component increasing to 65% 

of total costs (i.e. A$1.80 per brick).  

Risked SOTP target price: A$0.17 (unchanged) 

While the recent tie-ins with Brickworks and global brick giant Wienerberger are 

welcome commercial developments, the announcements per se have not improved 

our ability to forecast FBR’s key value drivers such as 1) the trajectory of operating 

Hadrian X robots, 2) the capex or lease costs associated with jointly operating a 

fleet of Hadrian robots, 3) the work (m2) targeted per machine per year, 4) the 

revenue per m2 and, 5) operating costs. We would assume that FBR would only 

have shifted to this business model on the basis that it was leasing the robots rather 

than funding large capex plans off its own balance sheet. Or alternatively FBR may 

be planning on utilising the very strong balance sheets of the brick companies to 

finance the construction of the robot fleets; meaning the brick partners bring 

customers and capital. For now, without further granularity on the JVs, we maintain 

our view that a deep risk-discount should be attached to our A$508m (28c per fully 

diluted share) NPV10 valuation of FBR’s Hadrian X technology. Nevertheless, our 

50% risk-discounted target price of 17cps offers significant upside potential from 

current share price levels. We maintain a Speculative Buy (Higher Risk) 

recommendation.  Risks to our earnings profile and target price include but are not 

limited to: success in sourcing building contracts, operational performance of 

Hadrian X, revenue profile (timing and quantum), operating costs and capex, 

dependence upon key personnel, competition from other technologies.  

3 June 2019 

 

Share Price: A$0.083  

Target Price: A$0.17 

Targeted Upside: 103% 

Recommendation 

Speculative Buy  

Risk Assessment 

Higher 

Construction Machinery/Technology 

David Brennan, CFA 

Senior Investment Analyst 

dbrennan@stateone.com.au 

+61 (0)2 9024 9142 

 

FBR Limited 

ASX Code FBR 

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

Fully diluted Market Cap (ASm) 148 

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

Av Daily Turnover (shares) 4.0 million 

ASX All Ordinaries 6,577 

FY19E BV per share (A$c) 2.6c 

FY19E EPS (A$c) -0.8c 

FY19E Net (Debt)/Cash (A$m) 21.4 

 

Relative price performance Source: IRESS 
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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 4.8 11.1 37.7 No. of Hadrian X's operating na 1 2 3 10

Operating 0.0 0.0 (2.9) (6.7) (22.6) No of houses built na 0 150 345 1150

R&D/Other (4.0) (8.0) (7.0) (5.0) (5.1) m2 built (@ 225m2 av per house) na 0 33,750 77,625 258,750

Employee/Directors (1.6) (6.0) (7.0) (7.1) (7.3) Revenue (US$m) (@ US$100/m2) na 0 3 8 26

EBITDA (5.1) (14.0) (12.1) (7.7) 2.7 AUD:USD exchange rate na 0.70 0.70 0.70 0.70

Depreciation & Amortisation (0.0) (0.5) (0.5) (0.5) (0.5) Revenue (A$m) na 0 5 11 38

Operating profit (5.1) (14.5) (12.6) (8.2) 2.2 

Royalties & Other (R&D rebate) (2.0) (1.0) 5.0 5.0 0.0 

EBIT (7.1) (15.5) (7.6) (3.2) 2.2 

Interest income 0.0 0.6 0.6 0.2 0.3 

Interest expense 0.0 0.0 0.0 (0.6) (1.5)

Tax expense 0.0 0.0 0.0 1.1 (0)

Reported NPAT (7.1) (14.9) (7.0) (2.5) 0.7 

Normalised NPAT (7.1) (14.9) (7.0) (2.5) 0.7 

EBITDA Margin (%) na na na na 7%

Operating profit margin (%) na na na na 6%

EPS Reported - Diluted (A$c) (0.4) (0.8) (0.4) (0.1) 0.0 

EPS Normalised - Diluted (A$c) (0.4) (0.8) (0.4) (0.1) 0.0 

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

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

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) (14.0) (12.1) (7.7) 2.7 

Investment in w orking capital (5.4) 6.9 (0.3) (1.1) (0.7)

Tax expense 0.0 0.0 0.0 1.1 (0.3)

Operating Cash Flow (10.5) (7.1) (12.4) (7.8) 1.7 

Capex (20.0) (10.0) (5.0) (6.0) (12.1)

Other investments 0.0 0.0 0.0 0.0 0.0 

Investing Cash Flow (20.0) (10.0) (5.0) (6.0) (12.1)

Net interest received / (paid) 0.0 0.6 0.6 (0.4) (1.2)

Debt draw dow n / (repayment) 0.0 0.0 0.0 10.0 5.0 

Dividends paid 0.0 0.0 0.0 0.0 (0.3)

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 0.6 9.6 3.4 Net Debt/Equity cash cash cash cash -32%

Royalties & Other 3.5 (1.0) 5.0 5.0 0.0 Gearing (ND/ND+E) cash cash cash cash -19%

Inc/(Dec) in  Cash 13.3 (0.5) (11.8) 0.9 (7.0) Interest Cover (x) na na na -9.1 1.8

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

Cash & Equivalents 22.0 21.4 9.6 10.5 3.5 Normalised P/E na na na na 218.0

Receivables 8.2 1.0 1.0 2.2 7.2 Price/OP Cash Flow na na na na na

Inventories 0.0 0.0 0.3 0.7 2.3 Book value per share (A$c) 2.7 2.6 2.2 2.0 2.0

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

PPE 16.1 25.6 30.1 35.6 47.2 ROE (%) -16% -33% -18% -7% 2%

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 48.3 41.3 49.2 60.4 

Payables and other current Liabilities 2.8 2.6 2.6 3.0 8.9 

Short Term Debt 0.0 0.0 0.0 0.0 0.0 

Long Term Debt 0.0 0.0 0.0 10.0 15.0 

Other Non Current Liabilities 0.0 0.0 0.0 0.0 0.0 

Total Liabilities 2.9 2.6 2.6 13.0 23.9 

Total Equity 43.6 45.7 38.7 36.2 36.5 

Net Cash/(Debt) 22.0 21.4 9.6 0.5 (11.5)

Substantial Shareholders

HSBC Custody Nominees

Mark Joseph Pivac

Wisconsin Holdings Pty Ltd

Source: Company, IRESS, State One Stockbroking forecasts            

0.14

0.01

0.16

% upside / (downside)

50%

254

25

21

301

A$m A$ps

11.9

Oct-188.1

2.5

103%

0.28508Hadrian 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)

0.083

Enterprise value 280

0.01

0.17

% Date



  

 

S t a t e  O n e  S t o c k b r o k i n g  L t d     A F S L  2 4 7 1 0 0  

 
3 | P a g e  

 

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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