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Financials
Year to 30 June 16CL 17CL 18CL 19CL 20CL
Revenue (A$m) 53 62 71 82 94
Net profit (A$m) 13 15 17 19 21
EPS (A¢) 14.0 16.1 18.2 20.6 23.7
CL/consensus (0) (EPS%) - - - - -
EPS growth (% YoY) - 14.6 13.4 12.9 15.1
PE (x) 21.9 19.1 16.9 15.0 13.0
Dividend yield (%) 2.2 2.5 2.9 3.3 3.8
FCF yield (%) 4.4 4.6 5.2 5.8 6.8
PB (x) 3.4 3.2 2.9 2.6 2.4
ROE (%) 16.3 17.2 17.9 18.5 19.4
Net debt/equity (%) (1.0) (7.4) (13.5) (19.1) (24.5)
Source: CLSA
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Right place, right time
Benefitting from a shift to natural products
Through its leading Sukin brand, BWX is targeting a global trend towards 
the use of natural ingredients for skincare products. Opportunities to 
expand into new regions, products and sales channels means that we are 
confident that BWX can beat prospectus FY16 forecasts. Despite trading 
at 21x FY16CL PE, we do not believe this is expensive given a significant 
opportunity in China, a f’cast five-year EPS Cagr of 16% and a balance 
sheet that is likely to be in net cash. Initiate with a BUY rec; TP A$3.70.

All about Sukin
BWX is a manufacturer of personal care products, with an estimated 73% of 
FY16 revenue focused on its leading Australian natural and affordable 
skincare brand, Sukin. Our industry feedback suggests that Australian 
demand for affordable natural skincare products is in its infancy with low 
penetration compared to other categories. We expect the strong outlook for 
demand to continue, driven by new products and sales channels, and forecast 
Sukin’s FY16 Australian revenue to surpass prospectus forecasts by 8%.

Major blue-sky opportunity in China
Despite forecasting 13% of Sukin’s FY16 revenue to be derived from export 
markets, BWX has only recently implemented a targeted offshore sales 
strategy. The CLSA Chinese Reality Research team’s review of the Chinese
skincare market identifies an opportunity given the preference towards 
natural ingredients and Australia-sourced products. For these reasons, we see 
upside risk to our 34% p.a. revenue growth forecast for FY16-20.

Reinvesting cost savings to drive growth
We expect cost savings arising from an increasing contribution of higher-
margin “Super Greens” products and a declining exposure to third-party 
manufacturing to be re-invested into sales and marketing and lower pricing,
driving top-line growth. Despite the appreciation we have forecast in gross 
margins, we expect a ~130bp reduction in Ebitda margin during FY16-20.

Execution can drive a rerating, BUY
With the likelihood that BWX is net cash by the year end, we see ~A$50m of 
funding available to make acquisitions. Despite BWX trading on a FY16CL PE 
of ~21x, we believe that investors are not paying for the considerable 
opportunity that exists within China. With the potential of a rerating closer to 
offshore peers, we initiate coverage with a BUY recommendation.

http://www.clsa.com/
http://www.clsa.com/
http://www.clsa.com/


Right place, right time BWX - BUY

14 December 2015 oscar.oberg@clsa.com 2

All about Sukin
BWX is a manufacturer of personal care products, with 73% of FY16CL
revenue focused on its leading Australian natural and affordable skincare 
brand, Sukin. Our industry feedback suggests that Australian demand for 
affordable natural skincare products is in its infancy with low penetration 
compared to other categories. We expect the strong outlook for demand to 
continue, driven by new products and sales channels, and forecast Sukin’s 
FY16 Australian revenue to surpass prospectus forecasts by 8%.

Only the beginning in Australia
BWX Ltd (“BWX”) was set up 22 years ago by the current managing director 
as a manufacturing business used to formulate and produce personal care 
products for a variety of third parties. As a number of these third-party 
brands were either acquired or moved offshore during this period, BWX’s 
management team began looking for acquisition opportunities to purchase an 
industry leading brand that could be expanded into offshore markets.

In 2007, BWX was approached by the Sukin founders, Peter O’Connor, Simon 
O’Connor and Allison Goodger (“the Founders”) to develop, formulate and 
manufacture their range of natural skincare products through their facility in 
Dandenong. As demand for Sukin products grew, management commenced 
the expansion of its Dandenong facility, with a recent capital expenditure 
programme, increasing BWX’s capacity to produce Sukin products by ~50%.

Upon completion of the expansion in 2014, the newly incorporated BWX 
completed the acquisitions of two manufacturing businesses servicing the 
skincare and haircare markets (LHS and Beautiworx) and two small brands,
Uspa and Edward Beale. In May 2015, BWX signed an agreement to acquire 
the Sukin businesses and the Derma Sukin and Renew Skincare brands, 
which was completed through a $43m pre-IPO institutional capital raising. As 
the third-party manufacturer of Sukin products since 2007, BWX held all of 
the intellectual property around various formulations and ingredients, making 
BWX the logical acquirer of Sukin, in our view.

Figure 1 Figure 2

BWX FY16 revenue breakdown (prospectus) BWX FY16 revenue breakdown (CLSA estimate)

Source: CLSA, Company reports Source: CLSA, Company reports

According to BWX’s prospectus, Sukin (Australia and offshore) is estimated to 
represent ~70% of Group revenue on a pro forma basis in FY16. As we 
highlight through Section 1, strong demand for organic and natural skincare 
products within Australia and other export markets should reduce the 
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exposure to BWX’s traditional third-party manufacturing capabilities. For 
these reasons we estimate Sukin revenue to represent 73% of Group revenue 
in FY16.

Natural skincare that “doesn’t cost the earth”
The Sukin brand was launched in 2007 by the Founders to provide consumers 
with an affordable range of skincare and beauty products which are 
positioned in the natural segment of the Australian personal care market. 
According to the prospectus, the average price point of the 70 products
manufactured by Sukin is A$11.32 per product which compares to the 
A$12.89 average price point per unit of skin care products sourced within the 
Australian pharmacy market. 

In the following chart we highlight a selection of pricing for 20 Sukin products
stocked from Priceline stores. Based on our industry feedback we estimate
that the vast majority (~70%) of Sukin sales relate to mist toner, facial 
cleanser, facial moisturiser and body wash products that directly compete 
against well-known mass-market products such as Dove, Nivea and 
Neutrogena.

Figure 3

Selection of 20 Sukin products stocked in Priceline

Source: CLSA, Priceline, Company reports

Since the establishment of the Sukin brand in 2007, the positioning of the 
brand has been focused in the affordable range of the “natural” category of 
the beauty and personal care market. This price point allows Sukin to position 
itself at the top of the mass-market segment of the personal care market 
(commonly referred to as “Masstige” products) allowing the product to be 
affordable to everyday consumers looking for a natural alternative. 
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As we highlight in the chart below, the average price point of Sukin’s 
botanical body wash product stocked at Priceline is at the bottom of the 
A$10-40 price range we have highlighted in comparing five of Sukin’s 
competitors that provide a similar natural product (per 500ml). We note that 
this same product is priced at 80-90% premium to the average price point of 
the five mass-market brands we have highlighted below.

Given its unique positioning as a natural skincare brand and the low 
proportion of sales derived from supermarkets, we estimate that special or 
discounted sales represent only 10-15% of Sukin’s revenue in Australia. We 
note that the level of discounting has increased while Sukin has been under 
BWX ownership, reflecting the increased use of discounts for purchases of 
Sukin products in bulk. Based on our industry feedback we understand that 
discounting periods within non-grocery retailers are rare, with the retailer 
supporting Sukin in funding the promotion. 

As we highlight in Section 3, we expect Sukin’s average selling price to 
decline over the next few years as management looks to drive volume growth 
in Australia and offshore markets.

Figure 4 Figure 5

Sukin body wash price comparison – mass-market (per 
500ml)

Sukin body wash price comparison – premium (per 
500ml)

Source: CLSA, Priceline Source: CLSA, Priceline

Uncertified but affordable
Based on our industry feedback, we understand that the emergence of 
cosmetic manufacturers claiming to be “natural” or “organic” has contributed 
to the creation of global certification bodies such as NATRUE, which looks to 
certify that various ingredients and formulations are within a set of agreed 
upon standards. NATRUE is based in Brussels, Belgium and was founded in 
2007 to provide a set of private standards to properly define natural and 
organic cosmetics products. For manufacturers to be certified and display the 
NATRUE label on their products, a strict process must be adhered to with 
formulations sent to an approved NATRUE certifier for verification and 
approval.

We understand that the process to gain global certification from these bodies 
is stringent, with the possibility that agreed upon ingredients and 
formulations at this point in time are restricted from being used in the future.
Once certificates around particular formulations are provided, we understand 
that certification lasts for a two-year period before the process around 
certification begins again. In this two-year period, we understand that 
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NATRUE can often restrict the use of certain ingredients that were previously 
allowed, which means that manufacturers are forced to change their 
formulations to maintain accreditation.

Despite each of Sukin’s products being certified as 100% carbon neutral,
100% vegan, animal cruelty free and biodegradable by various Australia-
based certification bodies, management has chosen not to seek global 
accreditation. This reflects the focus of Sukin’s products on affordability and 
the additional costs that would be incurred in the event BWX elected to 
globally certify the Sukin product range. In our view, Sukin’s target market 
for its products are less sophisticated consumers in the mass market that are 
looking for a natural alternative to well-known products such as Dove, 
Palmolive and Nivea. For these reasons, we are comfortable that the absence 
of global certification does not have the potential to impact sales materially in 
both domestic and export markets.

The decision to focus on the affordability of Sukin products is supported by 
the following chart taken from a survey commissioned by Australian Organic 
Ltd in its Australian Organic Market Report in 2014. Of the 1,000 Australian
consumers aged 18-69 surveyed across a range of sectors, 82% highlighted 
price or value as the major barrier to buying certified organic products. 

Figure 6

Barriers to buying organic

Source: Australian Organic Ltd
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Based on our industry feedback, we estimate Sukin’s direct costs would 
increase in the event the strict requirements of the international certification 
bodies were met. With Sukin products focusing on affordability, we do not 
believe that accreditation is necessary at the current price point, particularly 
as each product is Australia-certified to be animal cruelty free, vegan, carbon 
neutral and biodegradable.

In the event management was looking to compete in the premium skincare 
product range through Sukin or a new brand, we believe that international 
certification may be necessary given the higher sophistication of consumers.
This is reflected in the higher price point of one of Sukin’s major competitors, 
Trilogy International, whose average natural or organic skincare product
manufactured under the Trilogy brand is an estimated 2-3x the average price 
of Sukin products. We understand that Trilogy has achieved international 
certification of its natural and organic ingredients and formulations with both 
NATRUE and Biogro.

Pharmacy focused for now
We estimate that 74% of Sukin’s FY15 revenue was focused in the pharmacy 
channel. The absence of revenue derived from the supermarket channel 
reflects management’s decision to maintain the premium price of the product 
and to ensure the vast majority of revenue is not generated from discounting 
(we estimate that 10-15% of Sukin’s revenue is achieved from specials or 
discounts). While we expect management to eventually launch products into 
the supermarket channel, we believe that this will be achieved through a 
different brand to Sukin.

We note that sales of skincare products within chemists, pharmacies, 
drugstores and para-pharmacies represented the majority (73%) of the non-
grocery retailer channel which generated 22% of the A$6.7bn retail sales 
generated by the Beauty and Personal Care sector in 2014. As we highlight 
later in this report, we see an opportunity for BWX to expand its natural 
skincare product range into larger channels such as supermarkets and 
department stores.

Figure 7 Figure 8

Australian Personal Care CY14 sales by distribution 
channel

Sukin FY15 revenue by sales channel 
(CLSA estimate)

Source: CLSA, Company reports, Euromonitor Source: CLSA, Company reports

According to BWX’s prospectus, Australian consumers spent A$5.6bn on non-
prescription products in the 12 months to 31 August 2015 representing 
annual growth of 13%. The strong double-digit growth in sales from this 
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channel reflects the ongoing trend of consumers to increasingly do their 
shopping within pharmacies due to the greater variety of products and the 
loyalty schemes created by the larger pharmacy groups such as Priceline, the 
Chemist Warehouse and Terry White. Furthermore, the lower Australian dollar 
has encouraged offshore consumers to purchase Australian-branded 
pharmaceutical products for consumption in their local markets. This has 
benefitted a number of Australian manufacturers such as Blackmores and 
Bellamy’s, and we estimate that ~10% of Sukin’s revenue in Australia at 
present is purchased for offshore consumption. 

The sale of skincare products within Sukin’s non-prescription pharmacy 
channel was A$313m in FY15, representing a 17% growth rate compared to 
FY14. The stronger growth rate of skincare products within this channel 
reflects the emergence of niche brands and a wider range of products within 
pharmacies compared to well-known mass-market brands contained within 
the major supermarkets. We note that Australian Pharmaceutical Industries 
Limited (Priceline) highlighted that sales of skincare products represented 
growth of 22% in this same 12-month period. Based on our industry 
feedback, we believe that the stronger growth rate of skincare sales within 
Priceline compared to the market reflected the introduction of beauty advisors 
in every store, giving Priceline the ability to up-sell consumers to more 
tailored and technical products that have a higher price point.

Figure 9

Priceline extending retail and franchise strengths

Source: CLSA, Company reports

Priceline experienced 
22% growth in skincare 

products in FY15

http://www.clsa.com/


Right place, right time BWX - BUY

14 December 2015 oscar.oberg@clsa.com 8

Sukin is the second-highest selling skincare brand in FY15
We understand that Sukin was the second-highest selling brand within 
Australian pharmacies in FY15, with sales of A$21m giving the brand an 
estimated 7% share of sales of skincare products within pharmacies. Based 
on BWX’s prospectus, we understand that the ~40% growth rate achieved by 
Sukin within Australian pharmacies in FY15 was the highest among the top 
five skincare brands. Furthermore, we note that the growth achieved by Sukin 
was well above the 29% average achieved by other natural brands, with 
Sukin now the leading natural skincare manufacturer in Australian 
pharmacies. 

Figure 10 Figure 11

Top 10 brands – Australian pharmacies’ skincare 
sales (A$m)

Top 10 brands – Australian pharmacies’ all-natural 
skincare sales (A$m)

Source: CLSA, Company reports Source: CLSA, Company reports

The ~40% revenue growth achieved by Sukin in the non-grocery channel is 
similar to NZ-listed peer Trilogy International which achieved 57% revenue 
growth in its Australian-branded Trilogy products (NZ-dollar denominated) in 
the 12 months to 31 March 2015. While other factors likely contributed to this
above-market growth rate in Australia, Trilogy’s recent annual reports and 
announcements support a strong outlook for natural skincare products in 
Australia. In the following pages, we assess whether these strong levels of 
growth can be maintained in Australia over the medium term. 

Figure 12

Trilogy Australia half-yearly revenue (NZ$) and growth %

Source: CLSA, Company reports
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Australian opportunity is in its infancy
Based on our industry feedback we continue to see an emerging trend around 
Australian consumers to purchase their skincare products based on ethical 
principles around environmental standards and animal testing. In our view,
the prospect of regulatory change and increased brand awareness places 
manufacturers such as Sukin in a great position to capitalise on this change in 
consumer preferences towards their purchases of skincare products. As 
manufacturers such as Sukin look to expand into new markets such as 
supermarkets and department stores, we expect Sukin’s top-line growth to 
exceed the 15-20% p.a. growth rate our industry contacts are expecting in 
this industry in the medium term. 

Skincare industry is ex-growth
The Australian skincare market was worth an estimated A$1.7bn p.a. in 2014 
and represents ~25% of the wider beauty and personal care market. Similar 
to most personal care products, well-known major multinational companies 
such as Unilever, L’Oreal, Johnson and Johnson and Procter and Gamble 
dominate the domestic skincare market with an estimated ~90% market 
share. Despite the dominance of the major brands, our industry feedback 
suggests that smaller niche players such as Sukin have seen strong growth in 
the past few years, benefitting from a positioning in the natural space or 
other unique offerings.

According to Euromonitor the Australian skincare market achieved retail sales 
growth of ~2.7% based on a five-year Cagr to 2014. Given the presence of 
Aldi and the increased level of discounting expected across Australia, 
Euromonitor forecasts a decline in growth to 0.8% p.a. in the next five years 
to 2019.

Figure 13

Australian personal care growth (actual and forecast)

5yr
Actual

Cagr

5yr
Forecast

Cagr

Baby and Child care 2.2% 1.3%

Bath and Shower 2.4% (1.1%)

Colour cosmetics 3.0% 1.3%

Deodorants 4.2% (0.3%)

Depilatories 3.8% (1.6%)

Fragrances (1.4%) 0.4%

Hair care 1.5% (0.5%)

Men’s grooming 3.1% (0.2%)

Oral care 2.0% 0.2%

Skin Care 2.7% 0.8%

Sun Care 5.8% 2.7%

Sets/Kits 3.1% 1.6%

Total 2.4% 0.4%
Source: CLSA, Euromonitor

Demand for natural and organic is across many sectors
Despite a more benign forecast of skincare sales in the next five years, 
Euromonitor expects new ingredients and product launches to drive strong 
growth over this period for manufacturers offering a unique product offering. 
For these reasons, Euromonitor expects greater demand for natural skincare 
alternatives as consumers “turn away” from using harsh chemicals on their 
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skin, benefitting those manufacturers that position their products as organic 
or natural.

The trend towards “natural” products is consistent across a number of other 
retail sectors with the value of the Australian-certified organic industry 
growing an estimated ~15% p.a. over the past five years to be worth 
A$1.72bn in 2014. We note that certified organic personal care products 
represent ~2% or ~A$33m of the certified organic market, generating ~18% 
p.a. growth over this same five-year period.

Figure 14 Figure 15

Australian certified organic retail sales (A$m) Australian certified organic retail sales by sector (%)

Source: CLSA, Australian Organic Ltd Source: CLSA, Australian Organic Ltd

In its Australian Organic Market Report 2014, Australian Organic Ltd 
highlights that demand for certified organic products in Australia across all 
sectors is outstripping supply by ~40%. This is supported by a number of 
surveys conducted within this report which reveal that in 2014 ~40% of the 
1,000 consumers surveyed had purchased a certified organic product over the 
past 12 months, up from ~24% in 2012. Given the strong demand within 
Australia at present, Australian Organic Ltd expects 3-5% of retail sales to 
relate to certified organic products in 2020, increasing from an estimated
~1.3% in 2014. 

Low penetration of certified organic skincare products
While we note that Sukin’s lack of organic certification prevents it from being 
included within these statistics, we believe that the growth in certified organic 
products would be fairly similar to those products certified as being natural.
Using statistics from Australian Organic Ltd and Euromonitor, we estimate 
that certified organic sales of skincare products represented ~0.6% of total 
skincare sales which is below the ~1.3% market share of certified organic 
retail sales in 2014. We note that other sectors like dairy and beef have a 
higher penetration of certified organic products with an estimated ~1.7% and 
~1.5% market share, respectively.

Based on our industry feedback, the low penetration of certified organic or 
natural skincare products relative to other products reflects the vast majority 
of sales through the non-grocery channel which represents only 22% of 
skincare retail sales. As more mass-market and premium natural skincare 
products are developed into new sales channels, our industry contacts expect 
strong rates of growth that can ensure that the penetration of skincare
products can increase to levels consistent with other sectors like dairy and 
beef.
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Regulatory change can fuel further growth
An emerging trend for Australian consumers to be more ethical and 
environmentally aware around their purchases of skincare products reflects a 
more stringent regulatory environment, particularly around animal testing. In 
March 2014, Senator Rhiannon from the Australian Greens Party introduced 
the End Cruel Cosmetics Bill which looked to ban the sale of cosmetic 
ingredients that had been tested on animals for domestically manufactured 
and imported products. In November 2014, the Australian Senate passed a 
motion to approve the Bill ensuring that Australia had similar regulations as 
the European Union, India, Israel and New Zealand which ended the import 
and domestic manufacturing of cosmetic products that used animal testing.

Combined with bans to animal testing, further regulatory change around the 
banning of known ingredients that are harmful or trigger allergies are 
expected over the medium term. We understand that the European Union and 
the United States have recently banned the manufacture of microbeads which 
are tiny particles of plastic that were previously added to many personal care 
products. Furthermore, in the United States a number of skincare and vitamin 
brands have recently been impacted by allegations that their third-party 
manufacturers had been incorrectly labelling ingredients from China. The 
negative publicity created from these changes combined with continued 
warnings around the use of chemicals such as sodium lauryl sulphate (“SLS”), 
sodium laureth sulphate (“SLES”) and other synthetic fragrances, is 
increasing demand for natural manufactured products globally.

As regulatory changes around animal testing and other chemicals increase, 
our industry contacts expect increased demand for natural skincare products 
as mainstream manufacturers are forced to re-design formulations and in 
some cases increase pricing to support these changes. Increased publicity 
around these changes should assist natural manufacturers such as Sukin 
whose ingredients do not consist of synthetic chemicals which may be at risk 
of being banned sometime in the future.

Potential benefit from moving to a national distribution model
In relation to its Australian based sales for Sukin (~60% of FY16 Sukin 
revenue), BWX has appointed five state-based wholesale distributors to sell 
Sukin products into the non-grocery channel (chemists, pharmacies, 
drugstores, etc). According to BWX’s prospectus, the exception to this rule is 
Priceline where Sukin products are sold directly from the Dandenong 
manufacturing facility. We set out a breakdown of Sukin’s sales by distributor 
in the table below.

Figure 16

Sukin distributors

Distributor Territory % of Sukin 
revenue

Lightning Brokers NSW 52%

Complete Health Products QLD QLD 14%

Bio Choice Health care WA WA 7%

Searcy Marketing SA, NT 5%

Direct Accounts (including Priceline) National 22%
Source: CLSA, Company reports

A high-level review of Sukin’s state-based distributors suggests that they 
focus predominantly on sales of natural products within the wider personal 
care sector. Given the substantial growth of Sukin over the past 12-18 
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months, we assume Sukin is one of the larger customers of these distribution 
groups, supported by the 24 sales people employed across Australia to focus 
solely on the Sukin product.

While we acknowledge the longstanding relationships that BWX would have 
with these distributors and the substantial growth achieved to date, we see
risks around having a state-based model with five different points of contact 
across each of the states. Despite BWX engaging directly with pharmacy 
groups such as Chemist Warehouse, we see the potential that a large national 
distributor has the scale and depth of relationships to push the Sukin brand 
further into these pharmacies nationally, with the potential that new sales 
channels in other markets such as supermarkets and department stores are 
opened.

The benefit of switching to a national distributor is highlighted by the 
performance of Trilogy since its agreement with McPherson’s Consumer 
Products (“MCP”) signed in July 2014. By switching to a national distributor, 
our industry feedback suggests that Trilogy has successfully increased its 
penetration within the major pharmacies, contributing to the 57% revenue 
growth achieved within Australia for the 12 months to 31 March 2015.

As BWX increases its scale and develops new products we see the potential 
that a direct supply chain model similar to that initiated with Priceline may be
created with other larger pharmacy groups or supermarkets. This may have 
the impact of increasing gross margins further, although we suspect that 
these savings may be invested into advertising to further boost market share 
both domestically and internationally (refer to Section 3). 

New products can fuel further growth
Given the low penetration of certified organic skincare products within 
Australia compared to other products such as dairy and beef, we see an 
opportunity for manufacturers such as BWX to expand outside of the non-
grocery sales channel. With Sukin focusing on the “masstige” part of the 
market, we expect new brands to be focused in both the grocery and 
premium skincare markets in Australia. For these reasons, we expect 
management to continue to focus on the “non-grocery” channel for Sukin,
with newly developed or acquired brands focusing on these new markets.

Similar to competitor Trilogy through its newly developed “Goodness” product 
range, we expect BWX to organically develop or acquire a mass-market 
natural skincare brand targeted to the major supermarkets and budget 
department stores like Target, Big W and K-Mart. While these mass-market 
products are likely to be subject to more aggressive discounting and 
competition, the preference of the major retailers to have a direct supply 
chain may ensure that margins for BWX are maintained.

In the premium end of the skincare market, BWX is competing against well-
established brands such as Jurlique, SKII and Aesop. We estimate that BWX’s 
Uspa product represents ~30% of BWX’s complementary branded sales which 
we estimate to generate ~5% of FY16 Group revenue. The product itself 
consists of a premium range of skincare and haircare products found in day 
spas and beauty salons that target health-conscious consumers who are 
generally mid to high income earners. Despite sales of these products being 
low at this stage, we expect management to begin looking to sell these 
products within its traditional non-grocery channel and other channels such as 
department stores and other specialist personal care retailers.
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Continued momentum in Super Greens
We expect BWX to continue to develop the Super Greens product which is 
priced A$3-4 above the average A$11.32 price for Sukin products. Following 
its launch in February we understand that sales of Super Greens in the four 
months to 30 June 2015 were generated by the release of five new products, 
contributing to A$1.2m of revenue. With a further six new Super Greens 
products likely to be released in FY16, we expect the strong momentum in 
sales to continue, with our forecasts assuming A$5m of revenue (~13% of 
Sukin’s FY16 revenue).

While we expect this product to cannibalise some of Sukin’s existing product 
range over time, increased sales of Super Greens should improve BWX’s 
penetration within the premium market. With gross margins in these products 
higher than traditional Sukin products, we see the potential that management 
lowers the average price or invests into greater marketing spend to drive top-
line growth. We discuss this further in Section 3.

Dermo-ceuticals have seen strong growth
BWX’s Derma Sukin brand was launched in 2014 and focuses on consumers 
with sensitive or dry skin by removing chemicals such as sodium lauryl 
sulphate. Our industry feedback suggests that products such as Derma Sukin 
have seen strong growth globally and have created a sub-sector within the 
skincare market called dermo-ceuticals. For these reasons we expect 
management to use its existing relationships to increase the number of SKUs 
of these products within its non-grocery sales channels.

Category benefits niche brands
Given the strong growth of natural skincare products over the past few years 
and the relatively low barriers to entry, we understand that a number of large 
multi-national manufacturers have looked to enter the market both 
organically and by acquisition. In Section 4 we highlight a number of 
transactions of natural personal care acquisitions that have taken place 
recently and the multiples paid for these businesses.

While branded manufacturers should have a competitive advantage of scale in 
relation to marketing and research and development compared to localised 
players like BWX, our industry feedback suggests that consumers as a whole 
have shown a tendency to shift away from the major brands in choosing their 
natural skincare products. This reflects the proven methods these local 
manufacturers have in developing ingredients and formulations for their 
products and the trust that has been created with these consumers over time. 

Expecting strong growth to continue in Australia
We set out below our pricing and volume forecasts used to generate the 23% 
p.a. revenue growth rate we expect in Australia for Sukin during FY16-20. 
Given the low penetration of natural skincare products compared to other 
industries and Sukin’s first-mover advantage, we see a strong outlook for 
demand in Australia over the medium term and the prospect of above market 
category growth over the next five years. 

Despite the addition of new higher-margin Super Greens products over time, 
we expect BWX to reduce average pricing for its existing Sukin branded 
product range to drive top-line growth. This reflects the flat pricing growth we 
have forecast in Australia and the 18-35% p.a. volume growth we expect as 
new sales channels are entered into over the next few years. Based on our 
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industry feedback around the Australian market, we expect revenue of Sukin 
products in Australia to exceed prospectus forecasts by 8% in FY16. We set 
out our forecasts in more detail in Section 4.

Figure 17

Sukin Australia price and volume forecasts

FY15A FY16CL FY17CL FY18CL FY19CL FY20CL

Sukin Australia

Price 0% 0% 0% 0% 0%

Volume 35% 28% 20% 19% 18%

Revenue growth 35% 27% 20% 19% 18%

Sukin Australia revenue 23 31 40 48 57 67
Source: CLSA, company data
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Major blue-sky opportunity in China
Despite forecasting ~13% of Sukin’s FY16 revenue to be derived from export 
markets, BWX has only recently implemented a targeted offshore sales 
strategy. CLSA’s Chinese Reality Research team’s review of the Chinese 
skincare market identifies an opportunity given the preference towards 
natural ingredients and Australian sourced products. For these reasons we see 
upside risks to the ~34% p.a. revenue growth we have forecast in FY16-20.

Low proportion of offshore sales
Prior to its IPO we understand that BWX did not have specialised sales people 
in place who focused solely on exporting and distributing Sukin products into 
offshore markets. As we highlighted in Section 1, the strong growth profile
of Sukin products within the non-grocery channel ensured that the Founders 
focused their attention largely on Australian markets. This meant that the 
export of Sukin products outside of Australia was sporadic and unstructured, 
with sales usually driven by trade shows rather than a targeted strategy to 
access offshore distribution partners.

Following its acquisition of Sukin in May 2015, we understand that BWX has 
employed a number of sales people focused in offshore markets, including its 
new Head of Sales and Development who begun on 1 July. Despite already 
having a presence in countries such as New Zealand, Singapore, Malaysia, 
Hong Kong and the United Kingdom we believe that management will focus 
on expanding the product within Asia, particularly China. Despite Asia 
representing the largest growth market globally for skincare products, we 
estimate that only ~20% of Sukin’s offshore sales relate to the region at this 
point in time.

Based on our review of the Asian industry and the opportunity in China for 
trusted Australian skincare products, we see a good prospect of success that 
will be dependent on management execution. As we discuss on page 24, we 
expect BWX to exceed its FY16 prospectus revenue for offshore sales of Sukin 
by ~11% to A$6.9m and achieve a five-year revenue Cagr of 34% as it 
enters new offshore markets such as China.

Figure 18

Sukin Offshore revenue

Source: CLSA, Company reports
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Asia is driving growth globally
With developed skincare markets such as the United States and Europe 
growing at mature levels of 1-2% p.a., emerging economies have been
largely responsible for the ~5% p.a. global skincare sales growth achieved 
over the past five years.

Figure 19

Global skin care sales (US$m)

Source: CLSA, Euromonitor

According to Euromonitor, countries within the Asia-Pacific region have driven 
~50% of the US$26bn of retail sales growth achieved from CY09 to CY14. In 
the next five years Euromonitor estimates that Asia-Pacific will contribute to
~60% of the global skincare market’s growth (~US$20bn) to CY19. In the 
following table we highlight the top ten countries relating to skincare sales 
globally and note the accelerated growth rate of both China and Indonesia 
over this period.

Figure 20

Top 10 countries in skin care sales (US$m)

CY09
Value
US$m

CY14
Value
US$m

CY19
Value
US$m

CY14
growth 

%

CY19
growth 

%

China 17,000 23,000 35,000 6.2% 8.8%

Japan 15,000 16,000 16,000 1.3% 0.0%

United States 13,000 14,000 15,000 1.5% 1.4%

South Korea 3,000 4,000 5,000 5.9% 4.6%

Brazil 4,000 5,000 6,000 4.6% 3.7%

Germany 5,000 5,000 5,000 0.0% 0.0%

France 4,000 4,000 4,000 0.0% 0.0%

United Kingdom 4,000 3,700 3,500 (1.5%) (1.1%)

Indonesia 500 1,300 2,500 21.1% 14.0%

Italy 2,500 2,500 2,500 0.0% 0.0%
Source: CLSA, Euromonitor

Natural skincare products are in demand
In the chart below we highlight the fastest growing brands in CY14 using data 
contained from Euromonitor. Of the 10 brands mentioned, we note that four 
(Innisfree, EOS, Herborist and Jurlique) use natural positioning to appeal to 
consumers looking for environmental and skin-friendly formulations that are 
free from synthetic chemicals.
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Figure 21

Fastest-growing skin care brands

Category CY14
Retail value

US$m

CY14
Retail 

growth
%

Innisfree Mass 175 83%

Pechoin Mass 250 82%

Rodan and Fields Premium 175 80%

EOS Mass 130 60%

Wetcode Mass 132 33%

O Boticario Mass 510 21%

Citra Mass 125 20%

Herborist Mass 485 18%

Jurlique Premium 130 17%

Perfect Premium 570 16%
Source: CLSA, Euromonitor

According to Euromonitor, around one third of consumers in a 2014 global 
survey sought natural and organic ingredients for their skincare products. We 
note that respondents in countries such as China, India and Indonesia had 
the highest response rate in selecting natural or organic ingredients as being 
important for their skincare purchases. 

Figure 22

Natural and organic importance when purchasing skin care products

Source: CLSA, Euromonitor

A preference towards natural cosmetics products for Asian consumers was
highlighted by our Korean analyst, Oliver Matthew’s survey of Korean 
consumers in his Skin Gold II report in July 2014. In this survey, ~47% of 
respondents said they would pay more for a product if it was natural or 
organic.
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Figure 23

I am willing to pay more for a brand that….

Source: CLSA 

Low penetration of certified organic products
In the following charts we use data compiled by Kline to highlight the 
composition of the global natural personal care market which it estimates to 
be worth US$30bn p.a. Based on our industry feedback, we understand that 
the natural skincare and cosmetics market in Asia is worth ~US$2.5bn in 
2014 with Kline estimating it to grow to ~US$4.4bn by 2020 (~10% p.a.
growth).

Despite Asia generating the highest (~30%) retail sales in the global natural 
personal care market, we understand that a high proportion of these products 
are claiming to be “naturally inspired” rather than “truly natural” (ie with 
certified ingredients). This is reflected in the chart below where Kline 
highlights that China has only ~3% of natural products that can be classified 
as “truly natural” products which compares to the 42% penetration in Japan.

Figure 24 Figure 25

Global natural personal care market – CY13 Truly natural products vs naturally inspired products

Source: CLSA, Kline Source: CLSA, Kline

The low penetration of “truly natural” products within China and other 
developing countries is supported by our estimate that only ~0.1% of Asian 
retail sales relate to certified organic products using statistics contained 
within the Australian Organic Market Report and Euromonitor. This compares 
to North America and Europe which have a penetration of ~1.0% and ~0.6%,
respectively. Given the importance Asian consumers place on natural 
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ingredients and the lack of penetration of certified products, we believe that 
Australian certified natural skincare brands such as Sukin have the ability to
capitalise on this opportunity and increase penetration within Asian markets.

Figure 26

Estimated certified organic retail sales as a % of total retail sales (CLSA estimate)

Source: CLSA, Australian Organic Market report 2014, Euromonitor

Chinese consumers demand quality
Despite tougher economic conditions, Euromonitor expects the Chinese 
skincare market to grow ~9% p.a. in the next five years, representing the 
highest growth rate after Indonesia in the top 10 markets for skincare 
products globally. This rapid growth rate reflects rising disposable incomes 
across middle class consumers, combined with growing awareness of personal 
hygiene and appearance. 

This is supported by the CLSA China Reality Research team’s (“CRR”) third 
survey of middle class urban Chinese women’s cosmetics habits. In 
Cosmetics: US and Korean brands trump, CRR reports that trust for global 
brands outside of China and Japan was growing, with brands such as Estee 
Lauder, Amorepacific and L’Oreal experiencing an increase in market share in 
terms of brand name and volume sales. 

Despite tougher economic conditions, CRR suggests that average spending 
should increase by ~5% per respondent in 2015 with the number of items 
used for skincare increasing in almost every skincare including face lotion, 
face mask, serum and body lotions.
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Figure 27 Figure 28

Average spending on cosmetics (Rmb) Average number of items being used on the panel

Source: CRR Source: CRR

We note that CRR’s survey saw a decline in trust for Chinese and Japanese 
brands, with Korean and United States brands increasing their market share. 
Interestingly, Australian skin care products improved their market share from 
2% to 3% with Australian premium skincare brand, Jurlique identified as the 
ninth-most purchased product from overseas travel. We note that the online 
channel is increasingly becoming important for consumers with 42% of 
respondents indicating that they would buy cosmetics products online, up 
from 23% two years ago.

Figure 29 Figure 30

You trust cosmetics brands from: Did/do/will you buy cosmetics online?

Source: CRR Source: CRR

Major opportunity in targeting online
With premium Australian skincare products such as Jurlique already well
known, we see an opportunity for BWX to capitalise on Australia’s strong 
brand recognition with Chinese consumers and expand its range of Sukin 
natural skincare products into the region. We believe that the affordable price 
point of Sukin products can appeal to the Chinese middle class who the 
Australian Government Trade Commission (“Austrade”) believes are becoming 
“more nuanced” and are looking to purchase niche brands that reflect their 
personality and travel history. In Austrade’s view, this is creating a good 
market for well-crafted affordable luxury brands and products, with Australian 
brands universally recognised across China as having quality products and 
brands that are environmentally conscious.

Sales to the online 
channel have almost 

doubled in the past two 
years

Australian skincare 
brands have strong brand 

recognition in China 

http://www.clsa.com/


Right place, right time BWX - BUY

14 December 2015 oscar.oberg@clsa.com 21

Growth in the Chinese e-commerce industry has been well documented with
over 300m people now shopping online across China. With ~70% of all e-
commerce related payments in China electronic, the National Bureau of 
Statistics estimates that sales across online channels totalled half a trillion 
Australian dollars in 2014 representing ~50% growth for the year. The trend 
towards online shopping in skincare is highlighted by CLSA’s Chinormous
report which projected that the share of online retail sales (ex-grocery) in 
China would increase from 24% to 41% by 2018.

In the chart below, we present the findings of a survey conducted by Think 
China that was contained within Austrade’s recent “E-Commerce in China”
report. This survey highlighted the proportion of Australian products searched 
on websites Taobao and Tmall with skincare products (~40%) being the most 
sought after by Chinese online shoppers. Given the success of trusted 
Australian brands such as Blackmores and Bellamy’s in expanding into the 
Chinese market through online sales channels, we expect a similar strategy to 
be undertaken by BWX to capitalise on this opportunity.

Figure 31

Search volume (%) of Australian products on Taobao and Tmall, November 2014

Source: CLSA, Think China, Austrade

As it is mandatory for sales of offshore manufactured cosmetics products in 
China to be tested on animals, we understand that Sukin is prevented from 
setting up its own retail store or website in China. This means that a third-
party distributor or an online website such as Tmall or JD.com must be used 
to get around this requirement. Despite the significant blue-sky opportunity 
that exists in China, we do acknowledge a potential risk in the future should 
the Chinese government look to protect its domestic skincare industry.

Establishing an online presence across multiple channels
With only a small proportion of export sales focused in China at this point in 
time, we understand that management is in the early stages of its strategy 
around expanding Sukin products into the various online channels in China. 
We understand that there are three main e-commerce channels with multiple 
platforms within China, with Alibaba having the dominant market share 
(~81%) across the industry:

∑ Consumer to Consumer (“C2C”): C2C websites such as Alibaba’s Taobao, 
offer a free online transaction platform to Chinese consumers and
manufacturers looking to sell non-branded products online.

Skincare
40%

Milk 
powder
16%Shoes and 

clothing
15%

Food and 
wine
19%

Health 
supplements

5%

Fur products
2%

Others
3%

Australian skincare 
products represent ~40% 

of search volume on 
Taobao and Tmall

BWX is in the early stages 
of executing its Chinese 

growth strategy

CLSA expects online to 
represent 41% of Chinese 

retail sales by 2018

Sukin is prevented from 
selling directly into China 

and must use third parties

http://www.clsa.com/


Right place, right time BWX - BUY

14 December 2015 oscar.oberg@clsa.com 22

∑ Business to Consumer (“B2C”): Alibaba’s Tmall website is the dominant 
platform in China and has an estimated ~57% market share according to 
Austrade. The website begun by migrating well-known brands from 
Taobao and is enjoying rapid growth and is likely to surpass Taobao as the 
largest Chinese e-commerce website by 2017.

∑ Business to Business (“B2B”): Alibaba is the largest B2B marketplace in 
China and connects domestic wholesalers and manufacturers to overseas 
companies. The business generates revenue from selling memberships 
which allows sellers to set up shopfronts and enjoy a priority listing.

Our industry feedback suggests that Tmall is the fastest and cheapest method 
for branded companies such as Sukin to enter the Chinese market and to 
fight against imitation products being sold online. The website acts like a 
landlord by charging upfront fees of between RMB30,000-60,000 and a fee of 
between 0.3-5.0% for sales. As we highlight in the chart below, Tmall 
represents ~57% of China’s top business to consumer (“B2C”) websites 
followed by JD.com with ~21%.

Figure 32

China’s top B2C websites, market share by transactions

Source: CLSA, Think China, Austrade

In the event a brand is looking to enter the Chinese marketplace officially on 
Tmall, a flagship store on the Tmall platform is typically created. Tmall’s 
flagship stores are exclusive to brand owners or their licensed distributors and 
allow Chinese consumers to locate a branded product in a centralised 
location. By creating an online shopfront such Blackmores and Bellamys, 
brands can quickly establish themselves in China without the need of a 
“bricks and mortar” retail store, with all products shipped from overseas 
markets into China. 

Using its pharmacy relationships
With BWX’s expansion into the Chinese market in its infancy, we understand 
that a flagship store for Sukin products has not yet been created. However, 
we have noticed that a number of distributors and retailers have begun 
selling Sukin products through Tmall. 

Using the current A$/RMB exchange rate, the cost of a 500ml Sukin hydrating
mist toner is ~A$21 per 500ml in China compared to the A$9.99 shelf price in 
Australia. According to Austrade, import taxes in China placed on cross-
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border sales for cosmetics products is ~50% which ensures that the product 
is priced at an estimated 20-30% premium than the equivalent product in 
Australia following the payment of import duties and fees and commissions to 
Tmall. Based on our high-level view of other Sukin products sold on Tmall, we 
believe that this price premium is consistent across most products.

With Sukin’s expansion into China in its infancy, we understand that 
management is engaging with the major pharmacy groups such as Chemist 
Warehouse and Priceline who already have distribution relationships within 
the free trade zones of China and in the Chemist Warehouse case, its own 
flagship store on Tmall to sell branded Australian products.

By utilising its existing relationships with its Australian pharmacy groups to 
enter the Chinese market, we believe that management is looking to 
maximise its revenue generated from reputable distribution partners rather 
than sales generated from the unregulated “grey” market (offshore sales of 
Australian purchased products in bulk).

At this point in time we would estimate that the majority of Sukin sales on 
the various e-commerce websites in China come from licensed distributors or 
buying agents that have imported the product from Australia. There is also 
likely to be a proportion of sales from unregulated buyers of Sukin products 
which we are unable to quantify at this point in time. By using its pharmacy 
partners and in time, setting up its own flagship store, Sukin can ensure that 
the vast majority of revenue in China is controlled and managed to ensure 
that the appropriate amount of import taxes and duties are paid to the 
Chinese Government. 

At these early stages we believe that BWX’s strategy to enter the Chinese 
market is appropriate given the risk of a small Australian company entering a 
complex market on its own accord. We envisage further work at a later date 
to quantify the various sales channels available for Sukin products in China, in 
the event management can execute on its strategy.

China first, and then other markets
Given the strong outlook for growth for commoditised skincare brands within
Asia, we believe that other Asian markets such as Indonesia, Korea and India 
offer significant export opportunities for Sukin in the medium term. In 
relation to developed regions, we note that Sukin already has a presence in 
the United States, United Kingdom and New Zealand. We note that each of 
these countries has a higher penetration of certified or natural skincare 
products than Asia and a number of well established brands.

We understand that Sukin’s NZ based competitor, Trilogy International has 
had success in the United States, with its Trilogy branded skincare range now 
available across every Wholefoods store (404 stores). In our view the focus 
on Australia from Sukin’s founders meant that the NZ market was treated as
an export market, without a dedicated sales strategy in place. Given the 
success of Trilogy and the absence of a well-known affordable skincare 
product, we believe a more targeted strategy for the NZ market can drive 
meaningful top-line growth for Sukin in the medium term. 
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Major blue-sky opportunity dependent on execution
Despite the opportunity to export Sukin products across most offshore 
regions, we believe management will prefer to spend most of its time 
focusing on China. Given the robust retail sales growth of skincare products 
expected (~9% p.a.) over the next five years and the preference towards 
offshore brands offering a natural alternative, we see a major opportunity for 
BWX that will be dependent on management execution.

With BWX’s offshore strategy only a few months old, we believe it is 
inappropriate at this stage to estimate the potential market share of Sukin 
products in China over a long-term horizon. However, with management 
focused on driving offshore sales growth, we believe that volume growth can 
exceed domestic Sukin sales growth given the low penetration of the product 
offshore. This drives the 34% p.a. revenue growth we have forecast for FY16-
20, with upside risks should management execute on its major opportunity in 
China. We note that our A$6.9m revenue forecast for Sukin Offshore revenue 
represents an 11% upgrade to BWX’s FY16 prospectus forecast.

Figure 33

Sukin Offshore price and volume forecasts

FY15A FY16CL FY17CL FY18CL FY19CL FY20CL

Sukin Offshore

Price -2% -2% -1% 0% 0%

Volume 53% 43% 33% 25% 25%

Revenue growth 50% 39% 31% 25% 25%

Sukin Offshore revenue 5 7 10 13 16 20
Source: CLSA, company data
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Reinvesting cost savings to drive growth
We expect cost savings driven from an increasing contribution of higher-
margin “Super Greens” products and a declining exposure to third-party 
manufacturing to be re-invested into sales and marketing and lower pricing to 
drive top-line growth. Despite the appreciation we have forecast in gross 
margins, we expect a ~130bp reduction in Ebitda margin during FY16-20.

Upside to gross margins
Based on our industry feedback we estimate that gross margins in the 
personal care space globally range between 55% and 80% depending on the 
sophistication of the products manufactured. While we note that competitor 
Trilogy International has a different product mix to BWX, gross margins for 
the business have averaged 63% over the past four years. As Trilogy 
International’s gross margin has tended to improve when the revenue 
contribution of its Trilogy branded skincare products has increased, we would 
assume that gross margins for its skincare range may be slightly higher than 
the four-year average of group gross margins.

Figure 34

Trilogy International group gross margin 

Source: CLSA, Company reports

In the following table we highlight BWX’s prospectus forecasts around 
margins in FY16. Given the strong revenue growth profile of Sukin within 
Australian and offshore markets in the medium term, we believe that the 
benefits of operating leverage and new product launches can drive an uplift in 
margins that will exceed prospectus forecasts in FY16. Using the example of 
Trilogy above, we do not believe there are any reasons that would prevent 
BWX from achieving a group gross margin beyond the 60.3% predicted for 
the 1HFY16 result.

Figure 35

BWX half yearly group margin forecasts (prospectus)

1HFY15 2HFY15 FY15 1HFY16P 2HFY16P FY16P

Gross margin 55.2% 58.4% 56.8% 60.3% 59.4% 59.9%

Ebitda margin 29.4% 36.4% 33.0% 34.8% 35.0% 34.9%

Source: CLSA, Company reports
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Raw materials are a small input cost
Despite relying on a number of ingredients that are sourced overseas we 
understand that the vast majority of raw materials and packaging (72%) for 
BWX’s skincare products are sourced domestically. Based on our industry 
feedback we understand that the high gross margins achieved in the skincare 
industry relate to the minimal raw materials required to manufacture 
products. For these reasons we expect changes in raw material pricing to 
have a minimal impact on gross margins for the group going forward.

In relation to the 28% of products sourced from overseas, we understand 
that the impact from currency movements is for the most part offset by the 
13% of revenue we expect Sukin to generate from offshore markets in FY16.
For these reasons we understand that management does not currently use
currency hedging to manage movements in foreign currency.

Third-party manufacturing business to decline
In FY16 we expect 22% of revenue to be derived from third-party 
development and manufacturing to a range of brands such as Brut, Skin 
Doctors, Formula 10.0.06, MOR and Mr Smith. Over the next five years we 
expect BWX to reduce its exposure to third-party manufacturing, replacing 
this revenue with additional sales in Sukin for Australian and offshore 
markets. With orders accepted six months in advance, we understand that 
BWX has the ability to cease any arrangements with these brands relatively 
easily. As we highlight in the chart below we expect third-party manufacturing 
revenue to decline from 22% in FY16 to 3% of Group revenue in FY20.

Figure 36 Figure 37

BWX revenue by product (CLSA estimate) BWX revenue by product % (CLSA estimate)

Source: CLSA, Company reports Source: CLSA, Company reports

Despite revenue from third-party manufactured products representing 22% of 
FY16 revenue according to our forecasts, we understand that around ~50% 
of the units manufactured within the Dandenong facility relate to brands that 
are not owned by BWX. With a number of these products located in the more 
competitive mass market, we understand that margins are lower when 
compared to BWX’s natural skincare range contained within the Sukin brand. 
For these reasons we see a benefit to BWX’s margins as a lower level of 
revenue is generated from third-party manufactured products over the next 
few years.

Increased penetration of Super Greens products
Despite being priced at a A$3-4 premium to Sukin’s more traditional 
products, we understand that the additional input costs to manufacture the 
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Super Greens range of products is very low. As we highlighted in Section 1, 
we believe that Super Greens can generate ~A$5m of revenue in FY16, 
through the addition of a further six new products in FY16 (FY15: five
products). Over time we expect management to extend the Super Greens 
product offering across the majority of Sukin branded products (70 products 
in FY15).

While we acknowledge that cannibalisation of the existing Sukin product 
range is likely, we believe that the addition of more Super Greens products 
are likely to benefit BWX’s gross margins. In our view this will allow 
management to use these cost savings to invest into lower shelf pricing for its 
traditional Sukin product range to drive additional volume growth. 

We understand that this pricing strategy was successfully used in the past 12 
months following the cost savings generated from the investment into the 
Dandenong facility, contributing to the ~40% revenue growth achieved by
Sukin in FY15 which was above the ~29% growth in natural skincare sales 
within Australian pharmacies. Given the price premium of traditional Sukin 
products and other mass-market skincare brands, we believe average pricing
can be reduced through further discounting over the next few years without 
commoditising the product or impacting margins materially.

Expecting additional investment into marketing 
Based on our industry feedback we believe that one of the strengths of the 
Sukin brand has been the limited investment into direct advertising to drive 
top-line sales growth. We understand that Sukin’s founders prior to the sale 
to BWX focused largely on social media to promote the brand through the 
#IAMSUKIN campaign which has been well supported on Facebook and 
Instagram. Furthermore, Sukin has benefitted from local experts such as 
Bianca Cheah (Managing Director of Sporteluxe.com) becoming a brand 
ambassador and who writes regular blogs on the product.

While we are unsure around the composition of Trilogy’s sales and marketing 
expenses, we believe that the higher proportion of revenue (25-35%) spent 
on sales and marketing over the past four years compared to BWX, reflects 
the increased advertising required in offshore markets to improve brand 
awareness and drive organic top-line growth. We note that in FY15 sales of 
Trilogy branded products into offshore markets outside of Australia and NZ 
represented ~33% of Trilogy revenue compared to ~16% for Sukin.

With management looking to expand Sukin products into offshore markets 
such as China in the next few years, we believe that cost savings will be 
invested into additional sales and marketing expenses to drive top-line 
growth. For these reasons we forecast an increase in sales and marketing 
expenses from ~9% of revenue in FY15 to ~11% by FY20.

We expect cost savings to 
be re-invested into lower 
pricing for the traditional 

Sukin product range

Sukin have utilised social 
media rather than 

traditional methods of 
advertising

Trilogy spends a greater 
proportion of revenue on 

advertising than BWX

We believe cost savings 
will be invested into 

advertising as BWX enters 
offshore markets

http://www.clsa.com/


Right place, right time BWX - BUY

14 December 2015 oscar.oberg@clsa.com 28

Figure 38 Figure 39

BWX sales and marketing expenses Trilogy International sales and marketing expenses

Source: CLSA, Company reports Source: CLSA, Company reports

Cost savings used to generate top-line growth
Despite expecting BWX’s gross margin to increase over the next five years, 
we believe that the vast majority of cost savings will be reinvested into lower 
pricing and into sales and marketing to drive top-line organic growth. This is 
reflected in the chart below which highlights the decline in Ebitda margin we 
forecast from FY16 notwithstanding the ~130bp increase we forecast in gross 
margin during FY15-20.

Figure 40

BWX gross and Ebitda margin %

Source: CLSA, Company reports
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Execution can drive a rerating, BUY 
With the likelihood that BWX is net cash by year end, we see ~A$50m of 
funding available to make acquisitions. Despite BWX trading on a PE of ~21x, 
we believe that investors are not paying for the considerable opportunity that 
exists within China. With the potential of a rerating closer to offshore peers, 
we initiate coverage with a BUY recommendation.

Capital expenditure requirements are minimal
BWX manufactures all of its Sukin product range from its recently upgraded 
facility located in Dandenong, Victoria. As we have highlighted previously,
additional investment into this facility in in the past few months has ensured 
that capacity has increased by ~50%. In the event that future demand for 
Sukin products is greater than the current footprint, we believe that BWX’s 
manufacturing facility is scalable, with the potential that additional shifts are 
added before requiring additional growth investment.

With only half of units produced by the facility relating to Sukin at this stage 
and further initiatives around efficiencies and productivity on various 
production lines planned in FY16, we believe there is ample capacity for 
management to expand its production of Sukin products to meet demand 
both domestically and internationally.

Similar to other personal care manufacturers such as Asaleo, Kimberly-Clark 
and SCA, capital expenditure requirements in the industry are relatively 
minimal in periods following significant investment to expand capacity. For 
these reasons we forecast capital expenditure as a percentage of revenue to 
average 1-2% of revenue in FY16 and FY17 before increasing to 3% from 
FY19. Based on our revenue forecasts, we believe BWX can increase 
production within its current facility before requiring additional growth capital 
expenditure to expand operations from FY20.

Figure 41 Figure 42

BWX free cashflow BWX capital expenditure

Source: CLSA, Company reports Source: CLSA, Company reports

Given the minimal capital expenditure requirements for BWX going forward, 
we forecast A$74m of free cashflow generation over the next five years. This 
translates into an improvement in BWX’s return on equity (“ROE”) and return 
on invested capital (“ROIC”) ratios with our forecasts assuming an 
improvement to 18% and 25% respectively by FY20.
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Figure 43

BWX ROE and ROIC %

Source: CLSA, Company reports

Balance sheet can support acquisitions
Given the strong cashflow generation that should be achieved and the 
minimal capital investment required in FY16, we forecast BWX’s pro forma net 
debt as at 30 June 2015 of A$5m to reduce to a net cash position by 30 June 
2016. At present we understand that BWX has a ~A$30m banking facility 
with CBA consisting of a revolving acquisition facility of A$15m and a bullet 
acquisition facility of A$5m. While we expect acquisitions over time, we 
believe that management will prefer to be conservative and maintain a gross 
leverage ratio of ~1.0-1.5x.

If we were to assume that BWX looked to use the full amount of debt funding 
(A$20m) for acquisitions at some stage, our net debt/Ebitda ratio would 
increase to a comfortable ~1.2x compared to BWX’s gross leverage covenant 
of ~2.5x (based on a trailing 12-month run rate of FY16 Ebitda). This 
combined with an additional ~A$30m of free cashflow after the payment of 
dividends, would provide BWX with ~A$50m of funding to make acquisitions 
from FY16-20.

As we have previously highlighted, the relatively low barriers to entry within 
the natural skincare space means that there are a large number of smaller 
players that could be suitable for BWX to acquire. In our view, suitable 
acquisitions are likely to be focused in either the grocery or premium
component of the skincare market to offer an alternative sales channel to 
Sukin. We also see the potential for acquisitions in offshore markets and other 
segments offering natural products such as hair care.

Possible acquisition target
Given the strong growth profile and attractiveness of the natural skincare 
space within a mature global market, we expect larger mass-market brands 
to continue to expand into the natural skincare space organically and by 
acquisition. Based on industry feedback we believe acquisitions will be 
preferred given consumers of natural skincare products tend to prefer trusted 
localised manufacturers rather than well-known mass-market brands.

Our industry contacts suggest that acquisitions of natural skincare brands 
continue to occur at a rapid rate globally. In the following table we set out a 
selection of some of these acquisitions recently and two of the largest 
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acquisitions (Burt’s Bees and Jurlique) made in 2007 and 2011 respectively. 
With most of these acquisitions small relative to the size of companies such 
as Unilever, acquisition consideration and multiples are often not quoted in 
company announcements. 

Nevertheless we note that multiples are often high for acquisitions of natural
skincare companies with Clorox and Pola Orbis paying ~37x and ~19x 
EV/Ebitda multiples for Burt’s Bees and Jurlique respectively. Given the strong 
growth that can be achieved and the greater scale benefits larger companies 
can provide such as research and development and marketing, our industry 
contacts expect that the high multiples paid for natural skincare brands will 
continue.

Figure 44

All-natural skincare acquisitions

Date Acquirer Target Region

Oct 07 Clorox Burt's Bees United States

Nov 11 Pola Orbis Jurlique Australia

Dec 14 Estee Lauder GLAMGLOW United States

Mar 15 Unilever REN Skincare United Kingdom

May 15 Unilever Kate Somerville United States

May-15 Tengram Capital This Works United Kingdom

Jun-15 Unilever Dermalogica United Kingdom

Jun-15 Jumei It's Skin Korea

Jun-15 Maesa P2 Beauty Brand Austria

Jul 15 Unilever Murad United Kingdom
Source: CLSA, Company reports

We believe that the positive outlook for Australian natural skincare products
and the opportunity to expand Sukin into Asian markets may attract the 
attention of a potential acquirer. As we highlight in Figure 52, BWX is trading 
at a discount to larger offshore peers exposed to high growth Asian markets.

A$3.70 target price, initiate with a BUY
Given the strong momentum we see for natural skincare products in 
Australia, we expect BWX to exceed prospectus forecasts for FY16. In the 
following commentary we summarise our forecasts for each line item of 
BWX’s profit and loss statement:

∑ Revenue: We expect revenue for Sukin Australia and Sukin Offshore to 
surpass prospectus expectations for FY16, reflecting the low penetration 
of natural skincare products in Australia and the upside we see from 
additional sales in the Super Greens range. The strong demand we see for 
these products reduces revenue in third-party manufactured products
below FY16 prospectus expectations as management looks to expand 
capacity within its Dandenong facility.

∑ Gross margins: Increased penetration of Super Greens products and a 
lower contribution from third-party manufactured products should boost 
gross margin for the Group above ~60% for FY16.

∑ Ebitda margins: We expect most of the direct cost savings generated to 
be reinvested into marketing expenses and lower pricing for traditional 
Sukin branded products to drive top-line growth. For these reasons we 
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forecast higher operating costs for BWX relative to prospectus forecasts 
which limits the uplift in Ebitda margin for FY16 

Figure 45

CLSA vs prospectus FY16 forecasts

FY15A FY16CL FY16P Diff %

Revenue by segment

Sukin Australia 23.3 31.5 29.1 8.1%

Sukin offshore 4.6 6.9 6.2 11.1%

Third-party 14.5 11.6 12.3 -5.5%

Other brands 2.7 2.8 2.5 12.3%

Group revenue 45.1 52.8 50.1 5.4%

Direct costs -19.5 -20.8 -20.1 3.7%

Gross profit 25.6 31.9 30.0 6.5%

Gross margin 56.8% 60.5% 59.9% 0.6%

Operating costs -10.8 -12.8 -12.5 2.0%

Ebitda 14.8 19.2 17.5 9.6%

Ebitda margin 32.8% 36.3% 34.9% 1.4%
Source: CLSA, Company reports

We set out our Group EPS forecasts for BWX below with the reduction in 
third-party manufacturing revenue more than offset by the strong growth 
profile we see for Sukin in domestic and offshore markets. We note that our 
FY16 EPS forecast assumes an 11% upgrade to BWX’s prospectus EPS of 
A$12.3cps, with our EPS forecasts assuming ~16% p.a. growth based on a 
five-year Cagr.

Figure 46

BWX earnings per share

FY15A FY16CL FY17CL FY18CL FY19CL FY20CL

EPS (cents) 10.7 13.6 15.7 17.7 19.8 22.7 

EPS growth % 27% 15% 13% 12% 14%
Source: CLSA, Company reports

Offshore execution can drive a rerating
In the following table we highlight a selection of offshore peers to BWX that 
are exposed to the high-growth Chinese skincare market. In our view,
successful execution from BWX management into Asia can potentially 
generate a rerating of BWX’s PE to the average ~28x CY16 PE these larger 
companies are trading on at present.

Figure 47

Comparable company valuation metrics

Co. Ticker Mkt cap PE (x) EV/Ebitda (x) EV/Ebit (x) Div yield (x)

(US$m) CY15 CY16 CY15 CY16 CY15 CY16 CY15 CY16
Amorepacific Group 090430 KS 18,976 42.9 33.4 25.0 19.6 29.1 22.6 0.3 0.3
Cosmax 19820 KS 1,330 56.3 34.4 34.7 23.6 42.1 27.3 0.3 0.3
Kolmar 161890 KS 1,591 39.3 31.2 25.3 21.0 29.3 24.3 0.2 0.2
LG H&H 051900 KS 13,195 34.1 28.0 20.4 17.4 24.3 20.5 0.4 0.5
L'Oreal OR FP 95,524 25.0 23.5 14.6 13.9 17.8 16.7 2.0 2.2
P&G PG US 204,233 20.7 18.3 13.3 12.7 16.3 14.7 3.5 3.7
BWX BWX AU 192 20.4 17.6 13.2 11.1 13.7 11.6 2.4 2.8
Avg 34.1 26.6 20.9 17.0 24.7 19.7 1.3 1.4

Source: CLSA, Company reports, Bloomberg
1. Based on Bloomberg consensus expectations as at 11 December 2015
2. All companies have a December year end with the exception of BWX and Proctor & Gamble

We expect BWX to beat 
FY16 prospectus Ebitda 

by ~10%

We forecast EPS growth 
of ~16% p.a. based on a 

five-year Cagr

BWX’s larger offshore 
peers are trading on an 

average CY16 PE of ~28x
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Valuation methodology
To construct our valuation we have used a 50/50 weighting between a PE 
based valuation and a discounted cashflow (“DCF”) to generate our target 
price of A$3.70/share.

Figure 48

Our valuation summary

Target prices (A$/share)

PE-based valuation 3.50
DCF valuation 3.83
12-month forward target price 3.70
Source: CLSA 

PE based valuation
To value BWX we have assumed a PE of 21.0x which represents a ~40% 
premium to our estimate of the 12-month forward PE of the ASX Small 
Industrials Index. In the event management executes on its offshore strategy 
and delivers the upgrades to FY16 prospectus forecasts that we expect, we 
see the potential of a rerating of this multiple closer to BWX’s offshore peers 
exposed to the growing skincare industry in China.

Figure 49

BWX PE based valuation

PE valuation 12 month 
fwd

12-mth fwd ASX Small Industrials PE (x) 15.0x
Premium/(Discount) % 40%
BWX PE (x) 21.0x
12-mth fwd EPS (A$cps) 0.17
12-mth fwd share price (A$) 3.50
Source: CLSA 

DCF valuation
Our DCF is based on a 4.0% risk-free rate, 11.7% cost of equity and 10.3% 
WACC.

Figure 50

DCF valuation

WACC variables Valuation

Risk free rate 4.0% Value of cashflows to CY24CL (A$m) 132
Market risk premium 5.5% Terminal value CY24+CL (A$m) 214
Equity beta 1.40
Cost of debt 7.5%
Terminal growth rate 3.0% Net debt (A$m) (1)
Debt/Mkt value target 20.0% Value of equity (A$m) 347
WACC 10.3% Target Price $3.83
Source: CLSA 

Our DCF valuation 
generates a target price 

of A$3.83/share

Our PE based valuation 
generates a target price 

of A$3.50/share

Our target price is a 
50/50 weighting between 

a PE and DCF valuation

We value BWX’s PE based 
valuation with a ~40% 

premium to the ASX Small 
Industrials Index

http://www.clsa.com/


Right place, right time BWX - BUY

14 December 2015 oscar.oberg@clsa.com 34

Valuation details
To derive our target price for BWX, we have chosen a valuation methodology 
based around an equal weighting between our DCF and a 12-month forward 
PE multiple. Our DCF is based on a 4.0% risk-free rate, 11.7% COE and 
10.3% WACC. Our PE based valuation of 21.0x assumes a ~40% premium to 
the ASX Small Industrials PE of 15.0x.

Investment risks
Approximately ~75% of BWX's revenue is derived from its Australian natural 
skincare brand Sukin. Despite certifying Sukin products as natural under 
Australian certification bodies, BWX is yet to certify the products under global 
certification bodies such as NATRUE. It is possible that future research into 
various ingredients used in Sukin products could be determined as harmful, 
contributing to brand damage and Sukin having to change its formulations 
over time. Low barriers to entry ensure that competition is high in Australia 
with Sukin competing against a number of smaller players. With BWX 
entering the Asian market, we see execution risks of entering into a new 
geography outside of Australia.

http://www.clsa.com/
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Source: Company data, CLSA

BWX (BWX AU) - Financial summary
P ro  fo rma inco me statement Price 2.94$ Segmental analysis

(A $ m) F Y15A F Y16C L F Y17C L F Y18C L F Y19C L (A $ m) F Y15A F Y16C L F Y17C L F Y18C L F Y19C L

Sales revenue 45 53 62 71 82 R evenue

% chg 17.0% 17.3% 15.0% 15.1% Sukin 28 38 50 61 73

Gross profit 26 32 38 44 51 Third party manufacturing 15 12 9 7 6

Gross margin % 56.8% 60.5% 60.9% 61.3% 61.7% Other products 3 3 3 3 3

Direct costs (11) (13) (15) (18) (22) Gro up revenue 45 53 62 71 82

Ebitda 15 19 22 25 29

Ebitda margin % 32.8% 36.3% 36.0% 35.7% 35.3%

D&A (1) (1) (1) (1) (2)

Ebit 14 19 21 24 27

Net interest (1) (1) (1) (1) (1)

Pre-tax profit 13 17 20 23 26

Tax (4) (5) (6) (7) (8)

C o re N P A T 10 12 14 16 18

Abnormal items - - - - -

Reported NPAT 10 12 14 16 18

C o re EP S (A $ ¢) 11 14 16 18 20

DPS (A$¢) - 7 8 9 10 P erfo rmance rat io s

(A $ m) F Y15A F Y16C L F Y17C L F Y18C L F Y19C L

ROE 12.8% 15.3% 16.3% 17.0% 17.4%

ROIC 13.4% 16.4% 18.6% 20.6% 22.5%

Ebit / Interest cover (x) 12.3 24.7 28.7 32.8 37.3

B alance sheet Net debt/ net debt+equity 6.7% -1.0% -8.0% -15.6% -23.6%

(A $ m) F Y15A F Y16C L F Y17C L F Y18C L F Y19C L Capex/depreciation (x) - 1.0 1.0 1.1 1.2

Cash 4 11 16 23 30 Days working capital 11 2 (5) (5) (5)

Receivables 7 7 8 9 10 NTA / share (A$) (0.7) (0.7) (0.6) (0.5) (0.4)

Inventory 7 9 10 12 13 Operating CF / Ebitda 11% 69% 63% 64% 65%

PPE 2 2 2 2 3

Intangibles 70 70 70 70 70

Other assets 1 0 0 0 0 Valuatio n ratio s

T o tal A ssets 91 98 106 116 126 (A $ m) F Y15A F Y16C L F Y17C L F Y18C L F Y19C L

Payables 6 7 8 10 11 PE x (Core) 27.7 21.4 18.5 16.2 14.5

Borrowings 10 10 10 10 10 P/B 3.5 3.3 3.0 2.8 2.5

Other liabilities 0 0 0 0 0 EV / Ebitda 18.4 13.8 11.7 10.0 8.5

T o tal liabilit ies 16 17 18 19 21 EV / Ebit 19.0 14.3 12.2 10.5 9.1

N et assets 75 81 88 96 106 Price / NTA (4.1) (4.5) (5.1) (6.1) (7.7)

D iluted no . o f  shares 91 91 91 91 91 Dividend yield (%) - 2.3 2.7 3.0 3.4

C ashf lo w statement

(A $ m) F Y15A F Y16C L F Y17C L F Y18C L F Y19C L

Ebitda 15 19 22 25 29

Working capital -13 0 -1 -1 -2 H alf yearly inco me statement

Net interest (0) (1) (1) (1) (1) (A $ m) 2H 14A 1H 15A 2H 15A 1H 16C L 2H 16C L

Tax paid (0) (5) (6) (7) (8) Sales revenue 17 22 23 25 28

Other 0 0 0 0 0 % chg (YoY) 38.3% 14.2% 19.3%

Operating C F 2 13 14 16 19 Gross profit 9 12 14 15 17

Capex (1) (1) (1) (2) (2) Gross margin % 53.3% 55.2% 58.4% 60.4% 60.6%

Free cash flow 1 12 13 15 16 Direct costs (4) (6) (5) (6) (7)

Other -54 0 0 0 0 Ebitda 5 7 8 9 10

Invest ing cash f lo w -55 -1 -1 -2 -2 Ebitda margin % 27.5% 29.4% 36.4% 36.6% 36.1%

Equity issue 40 0 0 0 0 D&A (0) (0) (0) (0) (0)

Proceeds/(repayment) from borrowings19 0 0 0 0 Ebit 4 6 8 9 10

Dividends paid 0 -6 -7 -8 -9 Net interest - - (1) (0) (0)

Other -2 0 0 0 0 Pre-tax profit 4 6 7 8 9

Equity cash f lo w 57 -6 -7 -8 -9 Tax (1) (2) (2) (3) (3)

Net cash flow 3 6 6 7 7 C o re N P A T 3 5 6 6 6

Opening cash 1 4 11 16 23 Abnormal items (4) - - - -

Exchange rate fluctuations 0 0 0 0 0 Reported NPAT -1 5 6 6 6

C lo sing cash balance 4 11 16 23 30 C o re EP S (A $ ¢) 4 6 7 7 7
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Summary financials
Year to 30 June 2016CL 2017CL 2018CL 2019CL 2020CL
Summary P&L forecast  (A$m)
Revenue 53 62 71 82 94
Op Ebitda 19 22 25 29 33
Op Ebit 18 21 24 27 31
Interest income 0 0 0 0 0
Interest expense 0 0 0 0 0
Other items 0 - 0 - -
Profit before tax 18 21 23 26 31
Taxation (5) (6) (7) (8) (9)
Minorities/Pref divs - - - - -
Net profit 13 15 17 19 21

Summary cashflow forecast  (A$m)
Operating profit 18 21 24 27 31
Operating adjustments - - - - -
Depreciation/amortisation 1 1 2 2 2
Working capital changes 0 (1) (1) (2) (2)
Net interest/taxes/other (6) (7) (8) (9) (10)
Net operating cashflow 13 14 16 19 22
Capital expenditure (1) (1) (2) (2) (3)
Free cashflow 12 13 15 16 19
Acq/inv/disposals - - - - -
Int, invt & associate div - - - - -
Net investing cashflow (1) (1) (2) (2) (3)
Increase in loans - - - - -
Dividends (6) (7) (8) (9) (11)
Net equity raised/other 0 0 0 0 0
Net financing cashflow (6) (7) (8) (9) (11)
Incr/(decr) in net cash 6 6 7 7 8
Exch rate movements 0 0 0 0 0
Opening cash 4 11 16 23 30
Closing cash 11 16 23 30 38

Summary balance sheet forecast  (A$m)
Cash & equivalents 11 16 23 30 38
Debtors 7 8 9 10 12
Inventories 9 10 12 13 15
Other current assets - - - - -
Fixed assets 2 2 2 3 3
Intangible assets 70 70 70 70 70
Other term assets 0 - - - -
Total assets 98 106 116 126 139
Short-term debt 10 10 10 10 10
Creditors 7 8 10 11 13
Other current liabs 0 0 0 0 0
Long-term debt/CBs 0 0 0 0 0
Provisions/other LT liabs (1) (1) (1) (1) (1)
Minorities/other equity 0 0 0 0 0
Shareholder funds 81 88 96 106 116
Total liabs & equity 98 106 116 126 139

Ratio analysis
Revenue growth (% YoY) - 17.3 15.0 15.1 14.3
Ebitda growth (% YoY) - 16.2 14.2 13.7 14.9
Ebitda margin (%) 36.3 36.0 35.7 35.3 35.5
Net profit margin (%) 24.1 23.5 23.2 22.8 22.9
Dividend payout (%) 48.5 48.7 48.8 49.0 49.1
Effective tax rate (%) 29.4 29.4 29.5 29.6 29.6
Ebitda/net int exp (x) 49.4 57.4 65.6 74.5 85.7
Net debt/equity (%) (1.0) (7.4) (13.5) (19.1) (24.5)
ROE (%) 16.3 17.2 17.9 18.5 19.4
ROIC (%) 16.2 18.4 20.5 22.6 25.3
EVA®/IC (%) 5.6 7.8 9.9 12.0 14.7
Source: CLSA
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Companies mentioned
BWX (BWX AU - A$3.08 - BUY)
Alibaba (BABA US - US$79.74 - BUY)¹
Amazon (AMZN US - US$640.15 - OUTPERFORM)²
Amorepacific (090430 KS - 401,500 WON - BUY)¹
Amorepacific Group (N-R)
Asaleo Care (N-R)
Bellamy's (N-R)
Blackmores (N-R)
Burt's Bees (N-R)
CBA (CBA AU - A$77.44 - SELL)¹
Clorox (N-R)
Cosmax (N-R)
Dermalogica (N-R)
Estee Lauder (EL US - US$84.50 - OUTPERFORM)²²
Estee Lauder (EL US - US$84.50 - OUTPERFORM)²²
GLAMGLOW (N-R)
Gome (493 HK - HK$1.26 - BUY)¹
It's Skin (N-R)
JD.com (JD US - US$30.55 - BUY)¹
Johnson & Johnson (N-R)
Jumei (JMEI US - US$8.97 - UNDERPERFORM)¹
Jurlique (N-R)
Kate Somerville (N-R)
Kimberly-Clark (KMB US - US$119.20 - OUTPERFORM)²
Kolmar (N-R)
LG H&H (051900 KS - 986,000 WON - BUY)¹
L'Oreal (N-R)
L'Oreal (N-R)
Maesa (N-R)
Murad (N-R)
P&G (PG US - US$77.78 - UNDERPERFORM)²
P2 Beauty Brand (N-R)
Pola Orbis (N-R)
Priceline (N-R)
REN Skincare (N-R)
Suning Commerce (N-R)
Taobao (N-R)
Target (N-R)
This Works (N-R)
Tmall (N-R)
Trilogy International (N-R)
Unilever (N-R)

¹ Covered by CLSA; ² Covered by CLSA Americas

Analyst certification 
The analyst(s) of this report hereby certify that the views expressed in this research report accurately reflect 
my/our own personal views about the securities and/or the issuers and that no part of my/our compensation 
was, is, or will be directly or indirectly related to the specific recommendation or views contained in this 
research report.
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Important disclosures 

The policy of CLSA (which for the purpose of this 
disclosure includes subsidiaries of CLSA B.V. and CLSA 
Americas, LLC ("CLSA Americas")), and Credit Agricole 
Securities (Taiwan) Company Limited (“CA Taiwan”) is to 
only publish research that is impartial, independent, 
clear, fair, and not misleading. Analysts may not receive 
compensation from the companies they cover. 
Regulations or market practice of some 
jurisdictions/markets prescribe certain disclosures to be 
made for certain actual, potential or perceived conflicts of 
interests relating to a research report as below. This 
research disclosure should be read in conjunction with 
the research disclaimer as set out at 
www.clsa.com/disclaimer.html and the applicable 
regulation of the concerned market where the analyst is 
stationed and hence subject to. This research disclosure 
is for your information only and does not constitute any 
recommendation, representation or warranty. Absence of 
a discloseable position should not be taken as 
endorsement on the validity or quality of the research 
report or recommendation. 

To maintain the independence and integrity of CLSA’s 
research, our Corporate Finance, Sales Trading and 
Research business lines are distinct from one another. 
This means that CLSA’s Research department is not part 
of and does not report to CLSA Corporate Finance (or 
“investment banking”) department or CLSA’s Sales and 
Trading business. Accordingly, neither the Corporate 
Finance nor the Sales and Trading department supervises 
or controls the activities of CLSA’s research analysts. 
CLSA’s research analysts report to the management of 
the Research department, who in turn report to CLSA’s 
senior management. 

CLSA has put in place a number of internal controls 
designed to manage conflicts of interest that may arise as 
a result of CLSA engaging in Corporate Finance, Sales 
and Trading and Research activities. Some examples of 
these controls include: the use of information barriers 
and other information controls designed to ensure that 
confidential information is only shared on a “need to 
know” basis and in compliance with CLSA’s Chinese Wall 
policies and procedures; measures designed to ensure 
that interactions that may occur among CLSA’s Research 
personnel, Corporate Finance and Sales and Trading 
personnel, CLSA’s financial product issuers and CLSA’s 
research analysts do not compromise the integrity and 
independence of CLSA’s research. 

Neither analysts nor their household 
members/associates/may have a financial interest in, or 
be an officer, director or advisory board member of 
companies covered by the analyst unless disclosed 
herein. In circumstances where an analyst has a pre-
existing holding in any securities under coverage, those 
holdings are grandfathered and the analyst is prohibited 
from trading such securities.

Unless specified otherwise, CLSA/CLSA Americas/CA 
Taiwan did not receive investment banking/non-
investment banking income from, and did not 
manage/co-manage a public offering for, the listed 
company during the past 12 months, and it does not 
expect to receive investment banking compensation from 
the listed company within the coming three months. 
Unless mentioned otherwise, CLSA/CLSA Americas/CA 
Taiwan does not own a material discloseable position, 
and does not make a market, in the securities.

As analyst(s) of this report, I/we hereby certify that 
the views expressed in this research report accurately 
reflect my/our own personal views about the securities 
and/or the issuers and that no part of my/our 
compensation was, is, or will be directly or indirectly 
related to the specific recommendation or views 
contained in this report or to any investment banking 
relationship with the subject company covered in this 
report (for the past one year) or otherwise any other 
relationship with such company which leads to receipt of 
fees from the company except in ordinary course of 
business of the company. The analyst/s also state/s and 
confirm/s that he/she/they has/have not been placed 
under any undue influence, intervention or pressure by 
any person/s in compiling this research report. In 
addition, the analysts included herein attest that they 
were not in possession of any material, nonpublic 
information regarding the subject company at the time of 
publication of the report. Save from the disclosure below 
(if any), the analyst(s) is/are not aware of any material 
conflict of interest.

Key to CLSA/CLSA Americas/CA Taiwan investment 
rankings: BUY: Total stock return (including dividends) 
expected to exceed 20%; O-PF: Total expected return 
below 20% but exceeding market return; U-PF: Total 
expected return positive but below market return; SELL: 
Total return expected to be negative. For relative 
performance, we benchmark the 12-month total forecast 
return (including dividends) for the stock against the 12-

http://www.clsa.com/


Important disclosures BWX - BUY

14 December 2015 oscar.oberg@clsa.com 39

month forecast return (including dividends) for the 
market on which the stock trades. 

In the case of US stocks, the recommendation is 
relative to the expected return for the S&P500 of 10%. 
Exceptions may be made depending upon prevailing 
market conditions. We define as “Double Baggers” stocks 
we expect to yield 100% or more (including dividends) 
within three years at the time the stocks are introduced 
to our “Double Bagger” list. "High Conviction" Ideas are 
not necessarily stocks with the most upside/downside, 
but those where the Research Head/Strategist believes 
there is the highest likelihood of positive/negative 
returns. The list for each market is monitored weekly.

Overall rating distribution for CLSA/CLSA Americas 
only /CA Taiwan only Universe: 

Overall rating distribution : Buy / Outperform - CLSA: 
64.48%; CLSA Americas only: 61.15%; CA Taiwan only: 
63.49%, Underperform / Sell - CLSA: 35.37%; CLSA 
Americas only: 38.85%; CA Taiwan only: 36.51%, 
Restricted - CLSA: 0.00%; CLSA Americas only: 0.00%; 
CA Taiwan only: 0.00%. Data as of 30 September 2015.

Investment banking clients as a % of rating category: 
Buy / Outperform - CLSA: 3.16%; CLSA Americas only: 
0.63%; CA Taiwan only: 0.00%, Underperform / Sell -
CLSA: 1.71%; CLSA Americas only: 0.00%; CA Taiwan 
only: 0.00%, Restricted - CLSA: 0.00%; CLSA Americas 
only: 0.00%; CA Taiwan only: 0.00% . Data for 12-
month period ending 30 September 2015.

There are no numbers for Hold/Neutral as CLSA/CLSA 
Americas/CA Taiwan do not have such investment 
rankings.

For a history of the recommendations and price 
targets for companies mentioned in this report, as well as 
company specific disclosures, please write to: (a) CLSA 
Americas, Compliance Department, 1301 Avenue of the 
Americas, 15th Floor, New York, New York 10019-6022; 
(b) CLSA, Group Compliance, 18/F, One Pacific Place, 88 
Queensway, Hong Kong and/or; (c) CA Taiwan 
Compliance (27/F, 95, Section 2 Dun Hua South Road, 
Taipei 10682, Taiwan, telephone (886) 2 2326 8188). © 
2015 CLSA Limited, CLSA Americas, and/or CA Taiwan.

© 2015 CLSA Limited, CLSA Americas, LLC (“CLSA 
Americas”) and/or Credit Agricole Securities Taiwan Co., 
Ltd. (“CA Taiwan”)

This publication/communication is subject to and 
incorporates the terms and conditions of use set out on 
the www.clsa.com/disclaimer.html. Neither the 
publication/communication nor any portion hereof may 

be reprinted, sold, resold, copied, reproduced, 
distributed, redistributed, published, republished, 
displayed, posted or transmitted in any form or media or 
by any means without the written consent of CLSA, CLSA 
Americas and/or CA Taiwan. 

CLSA, CLSA Americas and CA Taiwan have produced 
this publication/communication for private circulation to 
professional, institutional and/or wholesale clients only. 
This publication/communication may not be distributed or 
redistributed to retail investors. The information, opinions 
and estimates herein are not directed at, or intended for 
distribution to or use by, any person or entity in any 
jurisdiction where doing so would be contrary to law or 
regulation or which would subject CLSA, CLSA Americas 
and/or CA Taiwan to any additional registration or 
licensing requirement within such jurisdiction. 

The information and statistical data herein have been 
obtained from sources we believe to be reliable. Such 
information has not been independently verified and we 
make no representation or warranty as to its accuracy, 
completeness or correctness. Any opinions or estimates 
herein reflect the judgment of CLSA, CLSA Americas 
and/or CA Taiwan at the date of this 
publication/communication and are subject to change at 
any time without notice. Where any part of the 
information, opinions or estimates contained herein 
reflects the views and opinions of a sales person or a 
non-analyst, such views and opinions may not 
correspond to the published view of CLSA, CLSA 
Americas and/or CA Taiwan. This is not a solicitation or 
any offer to buy or sell. This publication/communication is 
for information purposes only and does not constitute any 
recommendation, representation, warranty or guarantee 
of performance. Any price target given in the report may 
be projected from one or more valuation models and 
hence any price target may be subject to the inherent 
risk of the selected model as well as other external risk 
factors. This is not intended to provide professional, 
investment or any other type of advice or 
recommendation and does not take into account the 
particular investment objectives, financial situation or 
needs of individual recipients. Before acting on any 
information in this publication/communication, you 
should consider whether it is suitable for your particular 
circumstances and, if appropriate, seek professional 
advice, including tax advice. CLSA, CLSA Americas 
and/or CA Taiwan do/does not accept any responsibility 
and cannot be held liable for any person’s use of or 
reliance on the information and opinions contained 
herein. 

To the extent permitted by applicable securities laws 
and regulations, CLSA, CLSA Americas and/or CA Taiwan 
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accept(s) no liability whatsoever for any direct or 
consequential loss arising from the use of this 
publication/communication or its contents. Where the 
publication does not contain ratings, the material should 
not be construed as research but is offered as factual 
commentary. It is not intended to, nor should it be used 
to, form an investment opinion about the non-rated 
companies.

Subject to any applicable laws and regulations at any 
given time, CLSA, CLSA Americas, CA Taiwan, their 
respective affiliates or companies or individuals 
connected with CLSA/CLSA Americas/CA Taiwan may 
have used the information contained herein before 
publication and may have positions in, may from time to 
time purchase or sell or have a material interest in any of 
the securities mentioned or related securities, or may 
currently or in future have or have had a business or 
financial relationship with, or may provide or have 
provided investment banking, capital markets and/or 
other services to, the entities referred to herein, their 
advisors and/or any other connected parties. As a result, 
investors should be aware that CLSA, CLSA Americas, CA 
Taiwan and/or their respective affiliates or companies or 
such individuals may have one or more conflicts of 
interest. Regulations or market practice of some 
jurisdictions/markets prescribe certain disclosures to be 
made for certain actual, potential or perceived conflicts of 
interests relating to research reports. Details of the 
disclosable interest can be found in certain reports as 
required by the relevant rules and regulation and the full 
details are available at 
http://www.clsa.com/member/research_disclosures/. 
Disclosures therein include the position of CLSA, CLSA 
Americas and CA Taiwan only. Unless specified otherwise, 
CLSA did not receive any compensation or other benefits 
from the subject company covered in this research 
report.

If investors have any difficulty accessing this website, 
please contact webadmin@clsa.com on +852 2600 8111. 
If you require disclosure information on previous dates, 
please contact compliance_hk@clsa.com.

This publication/communication is distributed for and 
on behalf of CLSA Limited (for research compiled by non-
US and non-Taiwan analyst(s)), CLSA Americas (for 
research compiled by US analyst(s)) and/or CA Taiwan 
(for research compiled by Taiwan analyst(s)) in Australia 
by CLSA Australia Pty Ltd; in Hong Kong by CLSA 
Limited; in India by CLSA India Private Limited (formerly 
CLSA India Limited) (Address: 8/F, Dalamal House, 
Nariman Point, Mumbai 400021. Tel No: +91-22-
66505050. Fax No: +91-22-22840271; CIN: 
U67120MH1994PLC083118; SEBI Registration No: 

INZ000001735); in Indonesia by PT CLSA Indonesia; in 
Japan by CLSA Securities Japan Co., Ltd; in Korea by 
CLSA Securities Korea Ltd; in Malaysia by CLSA 
Securities Malaysia Sdn Bhd; in the Philippines by CLSA 
Philippines Inc (a member of Philippine Stock Exchange 
and Securities Investors Protection Fund); in Thailand by 
CLSA Securities (Thailand) Limited; in Taiwan by CA 
Taiwan; in Singapore by CLSA Singapore Pte Ltd and in 
United Kingdom by CLSA (UK).

India: CLSA India Private Limited, incorporated in 
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