—
BELL POTTER

Analyst
Jonathan Snape 613 9235 1601

Authorisation
Sam Haddad 612 8224 2819

Buy (unchanged)

$5.55

$6 . 85 (previously $7.10)

GICS Sector

Food Beverage and Tobacco

Expected Return
Capital growth
Dividend yield 1.4%
Total expected return

Company Data & Ratios

Enterprise value $769.3m
Market cap $671.3m
Issued capital 121.0m
Free float 100%
Avg. daily val. (52wk) $2.4m
12 month price range $5.22-8.98

Price Performance

{1m) (3m) (12m)
Price (A$) 530 6.05 537
Absolute (%) 482 -18.71 521
Relmarket (%)  0.97 -14.38 114
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Select Harvests (SHV)
Costs on the high side

AGM highlights

SHV’s recent AGM comments highlighted continued subdued almond market
conditions and more elevated costs than we had previously allowed for. Key points:

Crop forecast: SHV has experienced reasonable growing conditions through the year
and anticipates a crop of ~29,500t (vs. BPe of 29,200t). Harvest commenced in early
Feb’22 and sizing and quality are in line with expectations.

Costs: SHV has maintained comments that lower water prices should flow through to
a saving of $6-8m in FY22e. However, total growing costs on a per Kg basis are
anticipated to be unchanged YOY, with inflation in crop inputs and higher expensing of
lease costs. This is slightly higher than we had previously allowed.

Price: Almond prices have retreated to the lows seen a year ago, with spot market
pricing based on SHV’s quality mix looking to be in the region of ~A$6.00-6.20/Kg. To
date SHV has committed ~20% of the crop, with price premiums being achieved for
newer larger sized crop. SHV has forward cover on the AUDUSD at 73¢ over 85% of
the forecast FY22e crop.

Snowpack: Following a drier than average Jan-Feb, the Californian snowpack has
receded to ~63% of normal for this time of year. If maintained this would likely prove a
headwind to May’22 Californian production forecasts.

We have raised our cost estimates, while leaving our price estimate unchanged.
Implicitly our forecasts assume a recovery in almond pricing as the Californian crop
develops and logistics issues are resolved. Our NPAT forecasts fall -10% in FY22e, -
10% in FY23e and -7% in FY24e. Our target price is reduced to $6.85ps (prev.
$7.10ps) following these changes.

Investment view: buy rating unchanged

There is no change to our Buy rating. SHV is trading at a level broadly consistent with
its market adjusted NAV (water + land at market value) of ~$5.48ps (historical support
level), with spot almond prices well below the long-term average of ~A$7.70/Kg.

Earnings Forecast

Year end September 2021 2022e 2023e 2024e
5100
Sales ($m) 218.1 209.5 231.9 255.1
$8.0 A EBITDA ($m) 537 61.1 76.5 90.0
NPAT (reported) ($m) 151 255 36.4 457
56.0 NPAT (adjusted) ($m) 252 255 36.4 45.7
540 EPS (adjusted) (cps) 21.3 211 30.0 37.3
EPS growth (%) (17.6) (0.9) 41.9 24.7
520 PER (x) 26.0 26.3 18.5 14.9
FCF Yield (%) 25 10.0 3.4 47
50.0 T T T 1
EV/EBITDA (x) 14.3 126 10.1 8.6
Mar 20 Sep 20 Mar21 Sep 21 Mar22
Dividend (¢ps) 8.0 8.0 12.0 15.0
—SHV ~S&P 300 Rebased Franking (%) 100.0 100.0 100.0 100.0
Yield (%) 1.4 1.4 2.2 2.7
ROE (%) 438 47 6.4 7.7
SOURCE: IRESS SOURCE: BELL POTTER SECURITIES ESTIMATES
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Company overview

Company description

Select Harvests (SHV) is an integrated grower, processor and marketer of almonds owning
and operating farming and processing assets in Australia. SHV offers a vertically integrated
model with core capabilities in farming, processing and marketing. SHV operates a
diversified portfolio of almond orchards as well as start of the art processing facility in
Carina VIC (with capacity to process 30,000t of almonds) and value added processing in
Thomastown VIC.

Valuation

We have derived a target price of $6.85ps. In deriving our target price we have utilised a
sum of the parts methodology, which utilises an NPV for the orchard asset base, market
value for water assets and a relative multiple approach for the residual food processing
assets. Our NPV utilises a pre-tax WACC of 7.3%.

Risks

Risks facing SHV include but are not limited to:

COVID-19: The substantial impact of COVID-19 on the global and domestic economies is
creating enormous volatility and uncertainty in global share markets. The forecasts in the
report may be subjected to significant changes if this situation continues for an extended
period of time.

Crop risk: Bees require warm, sunny and calm conditions for ideal pollination. The onset
of adverse weather conditions (wet or windy between July-September) can impact
pollination and nut set. In addition rainfall in harvest can affect quality and yield thereby
impacting both volumes and prices achieved for the almond crop. In addition to weather in
key windows, insect damage and disease have the ability to impact crop quality and yields.

Input cost risk: Fertiliser and chemical costs represent 20-25% of an orchards cash costs
a material uplift in fertiliser prices can have a meaningful impact on costs. Water costs
reflect ~10% of an orchards cash costs and any material change in water prices (based on
availability) can impact the profitability of an almond orchard.

Pricing risk: With the Californian acreage setting the price any material uplift or
deterioration in yields can have a meaningful impact on USD selling prices. In addition as a
USD commaodity any movement up or down in the AUDUSD can have a meaningful impact
on average selling price received.

Key personnel risk: SHV’s performance is dependent on the ability of its senior
executives and key personnel to manage and grow its business. Continuity and retention of
senior executives and key personnel are important for the ongoing implementation of
SHV'’s strategy.
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Select Harvests

as at 2 March 2022

Table 1 - Fi cial summary

Jun YE Sep YE
SepYear end 2017 2018 2019 2020 2021  2022¢  2023e  2024e |Share Price (ASps) $5.55
Recomendaion Buy
Sales revenue 2400 2065 2985 2479 2181 2095 2319 2551  |TargetPrice (ASps) $6.85
...Change -16.1% -139%  445% -17.0% -12.0% -39% 107%  10.0% |Diluted issued capital (m) 121.0
EBITDA 334 517 9.2 578 537 61.1 765 90.0  [Marketcap ($m) 671.3
Deprec. & amort (164) (168 (150) (190) (214) (224) (224) (224) |Enterprise value ($m) 769.3
EBIT 17.0 349 80.1 387 326 387 54.1 67.6  EVexcludes lease libailites, which are capitlised to COGS. Debt adjusted for acquisitons.
Interest expense (50) (4 @0 1) (23 (23 (22 (22 Jun YE Sep YE
Pre-tax proft 120 295 76.1 36.7 30.3 364 51.9 654  Sep Yearend 2017 2018 2019 2020 2021  2022e 2023  2024e
Tax expense @) @) @y My (52 (09 (156 (196) [ATETELEE
...laxrat 23% 31% 30% 32% 17% 30% 30% 30%  Core EPS (¢ps) 124 231 553 259 213 211 300 373
Minorites - - - - - - - - Change (%) -68.0% 85.8% 139.8% -532% -176%  -09% 41.9% 247%
NPAT 92 204 53.0 25.0 252 255 36.4 457  PE(x) 47 241 10.0 215 260 26.3 185 14.9
Abs. & extras. - - - (10.0) - - - EVIEBITDA (x) 230 149 8.1 133 143 126 10.1 8.6
Reported Profit 92 204 53.0 25.0 154 255 364 451
NTA ($ps) 295 3.34 3.58 346 3.68 379 3.94 4.12
PINTA (x) 18 166 155 160 151 146 141 13
EBITDA 334 517 9.2 387 326 387 54.1 676  Bookvalue ($ps) 3 3.98 432 419 438 449 463 480
Change in Wkg Capital 96  (177) 80  (399) (159) 388  (156) (16.3)  Price/Book (x) 147 140 1.29 1.32 121 124 1.20 116
NetInerest Expense (50) (1) (39 (154 (151 (23 (22 (22
Tax Paid (200) (85 31 (183 (12  (80) (132 (176) DPS(¢ps) 100 120 320 130 80 80 120 150
Other 43 (1) (1) %2 23 - - - Payout(%) 81%  52%  58%  50%  38%  38%  40%  40%
Operating Cash Flow 41 18.3 80.3 (8.7)  16.6 67.2 230 315 Yield (%) 18%  22%  58%  23%  14%  14%  22%  27%
Capex (332 (300) (363) (363) (334) (307) (278 (253) Franking (%) 100%  100%  100%  100%  100%  100%  100%  100%
Div Paid (230) (38 (149 (215) (28 (58) (41 (1)
Free Cash Flow (51.5) (155) 291  (66.5) (19.6) 309 {5 I ) Performance Ratios
Acquisitons (26.4) - (12) - (144.1) - - - EBITDA/sales (%) 139%  250% 31.9% 233% 246% 291% 33.0% 353%
Disposals 1.7 41 36 14 7 EBITA/sales (%) 71% 169% 268% 156% 150% 184% 233%  265%
Share Issues - 86.5 - 1154 OCF Realisation (%) 185% 49.2% 118.0% -19.8%  36.0% 1404% 392%  46.2%
Other (4.0) (0.0) 107 0.1 - - - FCF Realisation (%) -308.7% -57.6%  83.1% -180.3% na. 1432% -131% 135%
(Inc.) [dec. in net deht (804) 754 422 (655) (405) 309 (95  (1.0) ROE(%) 33%  54% 127%  62%  48%  AT%  64%  T7%
ROIC (%) 48%  87% 195%  89%  60% 63% 87% 10.3%
AssetTum (years) 203 308 629 303 25 213 302 4W
Cash & near cash 11 04 M6 15 20 20 20 20  CapexiDepn(x) 2007 179" 2407 191" 18" 137" 1w 1m3
Receivables 468 514 50.2 69.2 84.8 62.9 69.6 76.5  Interestcover (x) 339 645 1999 1876 1434 1687 2481 3024
Inventories & WIP 875 1093 1118 1430 1656 1152 1275 1403  NetDebtEBITDA 327 066 (0.0  1.00 1.83 110 1.00 0.86
Other currentasstes 1.3 1.0 00 38 54 54 54 54 Netdebtlequity (%) 394%  91% -19% 142% 186% 124% 136% 131%
Current assets 1366 1621 1737 2174 2578 1855 2044 2242
Fixed assefs 1675 1763 1866 1946 2417 2458 2408 2539
Rightof use asset - - - 2364 2226 2226 2226 2226  Almond division 1185 1152 2059  176.1
Biological assets 1150 1175 1213 1041 1959 2114 2183 2239  Food dvision 1469 1281 1481 1484
Intangibles 606 606 713 704 840 840 840 840  Oter (corporak) (254)  (36.7) (555)  (766)
Other non currentassefs - - - 1.9 1.8 1.8 10.0 100 Sales ($m) 2400 2065 2985 2479 2181 2095 2319 2551
Non current assets 3431 3544 3792 6075 7460 7655 T84T 7944
Total assets 4797 5166 5529 8249 1,003.8 9509 9894 11,0186  Amond division 280 51.6 9.2 58.6
Creditors 143 230 32.3 425 65.0 314 348 383 Food division 82 54 53 47
Currentborrowings 1104 32 36 6.2 5.1 51 5.1 5.1 Other (corporate) 28) (63 (63 (55
Lease liabilifies - 5.0 45 313 N7 N7 N7 317 EBITDA($m) 334 517 95.2 5718 53.7 61.1 76.5 90.0
Other current liabilties 57 5.0 230 1.0 144 10.1 138 115
Current liabilities 130.4 36.1 63.5 91 11641 783 85.3 86.5  Producton forecast (f) 14100 15700 22690 23250 28,250 29,500 30,188 30,839
Non currentborrowings - 315 - 528 950 641 736 746  USexportvalue (USD/b) 256 259 263 259 200 230 243 255
Lease liabiliies 36.5 315 309 255 215 2215 215 2215 AUDUSD 0.74 0.76 0.7 0.68 0.73 073 0.73 073
Other liabilities 352 38.8 425 406 443 443 443 443 Almond price (AS/kg) 743 8.05 8.60 750 6.80 6.95 7.33 7.10
Non-current liabilities 35.2 70.3 25 933 1393 1084 1179 1189  Total costs per Kg (AS/Kg) 544 4.76 4.36 4.98 5.10 510 5.02 5.03
Total liabilities 1656 1064 1060 1844 2554 1867 2032 2054  FarmEBITDAperKg(ASKg  1.99 3.29 4.24 2.52 1.70 1.85 230 267
Net assets 3141 401 4469 6405 7485 7642 7860 8132
Share capital 1812 2686 2718 2791 3973 3973 3973 3973
Reserves 116 96 104 143 7 71 7 71
Retained earnings 849 1005 1338 1116 1220 1377 1595 1867
QOuiside equity Interests - - - - - - - -
Stholders' funds 2776 3786 4160 4050 527.0 5427 5645 5917
NetDebt (Cash) 1003 343 (719 515 @1 672 167 776
Tofal group indebtedness 146.0 725 284 3243 312 303 3298 3308
SOURCE: BELL POTTER SECURITIES ESTIMATES
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BELL POTTER Page s




Select Harvests (SHV)

2 March 2022

Research Team

Staff Member Title/Sector Phone @bellpotter.com.au
Expect >15% total return on a Chris Savage Head of Research/Industrials 612 8224 2835 csavage
12 month view. For stocks regarded Analysts
as ‘Speculative’ a return of >30% is TS Lim Banks 612 8224 2810 tslim
expected. John Hester Healthcare 61282242871  jhester
Expect total return between -5% Anubhav Saxena Healthcare 61282242846  asaxena

and 15% on a 12 month view Tara Speranza Healthcare 612 8224 2815 tsperanza

Marcus Barnard Industrials 618 9326 7673 mbarnard

Expect <-5% total return on a Sam Brandwood Industrials 61282242850  shrandwood

12 month view James Filius Industrials 613 9235 1612 ffilius
Speculative Investments are either start-up Sam Haddad Industrials 612 8224 2819 shaddad
enterprises with nil or only prospective Olivia Hagglund Industrials 612 8224 2813 ohagglund
operations or recently commenced Hamish Murray Industrials 613 9235 1813 hmurray
operations with only forecast cash flows, or Jonathan Snape Industrials 613 9235 1601 jsnape
companies that have commenced David Coates Resources 612 8224 2887 dcoates
operations or have been in operation for Stuart Howe Resources 613 9235 1856 showe
some time but have only forecast cash . Resources 618 9326 7672 bwatson
flows and/or a stressed balance sheet. Regan Burrows Resources 618 9326 7677 rburrows

Joseph House Resources 613 9235 1624 jhouse
Such investments may carry an Associates
exceptionally high level of capital risk and Michael Ardrey Associate Analyst 613 9256 8782 mardrey
volatility of returns. Daniel Laing Associate Analyst 61282242886  dlaing
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The following may affect your legal rights. Important Disclaimer:

This document is a private communication to clients and is not intended for public circulation or for the use of any third party, without the prior approval of Bell Potter Securities
Limited. In the USA and the UK this research is only for institutional investors. It is not for release, publication or distribution in whole or in part to any persons in the two specified
countries. In Hong Kong, this research is being distributed by Bell Potter Securities (HK) Limited which is licensed and regulated by the Securities and Futures Commission,
Hong Kong. In the United States, this research is issued and distributed by Bell Potter Securities (US) LLC which is a registered broker-dealer and member of FINRA. Any
person receiving this report from Bell Potter Securities (US) LLC and wishing to transact in any security described herein should do so with Bell Potter Securities (US) LLC.

This is general investment advice only and does not constitute personal advice to any person. Because this document has been prepared without consideration of any specific
client’s financial situation, particular needs and investment objectives (‘relevant personal circumstances’), a Bell Potter Securities Limited investment adviser (or the financial
services licensee, or the representative of such licensee, who has provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of
your relevant personal circumstances and consulted before any investment decision is made on the basis of this document.

While this document is based on information from sources which are considered reliable, Bell Potter Securities Limited has not verified independently the information contained
in the document and Bell Potter Securities Limited and its directors, employees and consultants do not represent, warrant or guarantee, expressly or impliedly, that the
information contained in this document is complete or accurate. Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views opinions, or
recommendations contained in this document or for correcting any error or omission which may become apparent after the document has been issued.

Except insofar as liability under any statute cannot be excluded. Bell Potter Securities Limited and its directors, employees and consultants do not accept any liability (whether
arising in contract, in tort or negligence or otherwise) for any error or omission in this document or for any resulting loss or damage (whether direct, indirect, consequential or
otherwise) suffered by the recipient of this document or any other person.

Research Policies:
For Bell Potter's Research Coverage Decision Making Process and Research Independence Policy, please refer to our company website:

https://bellpotter.com.au/research-independence-policy/
Disclosure of interest:

Bell Potter Securities Limited, its employees, consultants and its associates within the meaning of Chapter 7 of the Corporations Law may receive commissions, underwriting
and management fees from transactions involving securities referred to in this document (which its representatives may directly share) and may from time to time hold interests
in the securities referred to in this document.

ANALYST CERTIFICATION

Each research analyst primarily responsible for the content of this research report, in whole or in part, certifies that with respect to each security or issuer that the analyst
covered in this report: (1) all of the views expressed accurately reflect his or her personal views about those securities or issuers and were prepared in an independent manner
and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views expressed by that research analyst in the
research report.
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