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ANALYST 
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AUTHORISATION 

Michael Ardrey 

RECOMMENDATION (unchanged)  

BUY 
*See key risks on Page 2. 

PRICE 

A$64.43 

TARGET (12 MONTHS) 

A$73.00 (prev. A$60.00) 

 

 

Expected return 

Capital growth 13.3% 

Dividend yield 1.1% 

Total expected return 14.4% 
 

 
Sector 

Technology Hardware & Equipment 

 

 

Capital structure & trading data 

Enterprise value A$11,754m 

Market cap A$11,747m 

Issued capital 182m 

Free float 100% 

Avg. daily val. (52wk) A$22.0m 

12 month price range A$25.18-64.43 
 

 

 

  

CODAN (CDA) 

Upgrades and operating leverage 

Conflict regions drive upgrades 
CDA has provided a 1H27 trading update which reflects an acceleration in the strong 

momentum seen at the August 20, 2026 result. 

Communications: CDA now expects 1H27 revenue of $400-410m (BPe $289m, VAe 

$283m) with 50% of revenue expected to come from conflict regions (vs. 20% in pcp. 

Outside of conflict regions, CDA expects the Communication segment to deliver 1H27 

revenue growth in the order of 20% vs. pcp with broad-based growth across regions 

and markets. Elevated demand is expected to drive substantial operating leverage, 

resulting in a 1H27 EBIT margin of 40% (2H26 34.3%). CDA has upgraded full year 

FY27 Communications revenue growth target range to 30-40% from 20%. BPe and 

Consensus are both in line with original target growth of 20%. CDA has not given full 

year EBIT margin guidance. 

Metal detection: Minelab 1H27 revenue run-rate is now slightly above 2H26 levels an 

improvement from August 20 where it was tracking in line. (BPe monthly run rate of 

$33m in 1H27 vs. $32m in 2H26). The strong momentum is driven by recently 

launched GPZ 8000 and Gold Monster 2000 detectors, a favourable gold price and 

the continued expansion of ROW. 

Group: CDA continues to actively seek ways to mitigate potential supply chain related 

constraints resulting from the order momentum in both the Communications and 

Minelab businesses. CDA currently expects to achieve NPAT for 1H27 of not less 

than $160m. BPe $105m, VAe $102m. 

EBIT changes 
EBIT changes: +22%/+20%/+19% over FY27/28/29e reflecting the trading update. 

We have lowered our target EBIT multiple from 45x to 43x, extended the terminal year 

in our Comms DCF and raised terminal value ROIC’s to better reflect competitive 

advantages of both Minelab and Communications.  

Investment thesis: TP $73.00 (prev. $60.00) 
We forecast 39% Comms revenue growth in FY27e, implying 5% YoY in 2H27, and 

see scope for further upgrades if CDA successfully mitigates supply chain pressures 

given surging production of Group 2 UAS. CDA trades on 32x EBIT. Retain Buy. 

  Price performance 

 (1m) (3m) (12m) 

Price (A$) 47.56 43.45 29.52 

Absolute (%) 35.5 48.3 118.3 

Rel market (%) 39.7 49.6 120.2 
 

 
Share price (A$/sh) vs. XKO 

 
Source: IRESS 
 

Earnings estimates 
Year ending 30 June 2026 2027e 2028e 2029e 

Sales (A$m) 875.0 1,113.4 1,245.8 1,382.9 

EBITDA (A$m) 284.1 409.3 467.6 529.0 

NPAT (reported) (A$m) 175.2 267.5 304.8 344.1 

NPAT (adjusted) (A$m) 175.2 267.5 304.8 344.1 

EPS (adjusted) (A¢ps) 95.9 146.2 166.6 188.1 

EPS growth (%) 68.9% 52.4% 13.9% 12.9% 

P/E (x) 67.2 44.1 38.7 34.3 

FCF Yield (%) 1.6% 1.7% 1.9% 2.2% 

EV/EBITDA (x) 41.4 28.7 25.1 22.2 

Dividend (A¢ps) 48.5 74.0 84.0 95.0 

Yield (%) 0.8% 1.1% 1.3% 1.5% 

Franking (%) 100% 100% 100% 100% 
 

Source: Bell Potter Securities estimates 
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Codan (CDA) 
BUSINESS OVERVIEW 

Codan is an Australian technology company that develops and manufactures 

innovative, mission critical communications and detection technology. CDA’s primary 

customers include defence, government departments, major corporates, small scale 

miners and individual consumers. CDA was founded in 1959 in Australia and listed on 

the ASX in 2003. 

VALUATION METHOD 

In formulation of our target price we use a blend of DCF, and EV / EBIT, valuation 

methodologies, split 50%, and 50%, respectively. 

RISKS 

Risks to an investment in CDA include but are not limited to: 

Acquisition risk: Codan has a proven track record of successfully acquiring and 

integrating several businesses over the past four years. However, future acquisitions 

involve inherent risks related to due diligence, capital allocation, and business 

integration. If Codan is unsuccessful in executing or integrating future acquisitions, it 

could negatively impact the group's financial performance and shareholder value. 

Geopolitical risk: Codan operates in over 150 countries, leaving it exposed to global 

political instability. For instance, while Minelab Africa saw 64% revenue growth in 

FY25, demand in the Sudan region remains largely disrupted due to ongoing conflict. 

To mitigate this, Codan continues to broaden its geographic customer base and 

diversify its earnings, particularly through the expansion of its Communications 

segment into the U.S. and European defense markets. 

Cyber Security risk: As a global technology provider, safeguarding intellectual 

property and confidential data is paramount to maintaining the trust of customers and 

partners. The increasing frequency and complexity of cyber-attacks present a 

constant threat to operations. Codan manages this via a risk-based framework 

aligned with the ASD Essential 8, performing regular penetration testing and 

vulnerability assessments to protect its digital assets. 

Climate Change and Environmental risk: Codan faces both physical and transition 

risks associated with climate change. Acute weather events or chronic shifts in 

climatic patterns have the potential to damage physical assets, disrupt operations, 

and interfere with the upstream supply chain, particularly in product manufacturing 

and component sourcing. Transition risks, such as emerging regulations on carbon 

pricing and emissions reduction, may also increase operating and supply chain costs 

in the medium to long term. 

Supply Chain and Sourcing risk: The company relies on an extensive global supply 

chain and two primary contract manufacturers, Venture and Plexus, for its production 

needs. Any disruption to component sourcing or failure by suppliers to meet stringent 

quality or social standards (such as modern slavery compliance) could harm Codan’s 

ability to deliver products to market. Mitigation efforts include regular in-person 

modern slavery audits and a diverse distribution network with centers in the UAE, 

USA, Malaysia, and Australia. 

Innovation and Competition risk: To maintain its competitive position, Codan must 

continually invest in research and development to bring new products to market. 

Failure to innovate or a lag in the product development roadmap could lead to a loss 

of market share to competitors in both the metal detection and communications 

segments. 
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RECOMMENDATION (unchanged) 

Buy 
PRICE   

A$64.43 
TARGET (12 MONTHS)   

A$73.00 (prev. A$60.00) 

 
Table 1: Financial summary 

 
Source: Bell Potter Securities estimates 

 

Date 29/09/26 Bell Potter Securities

Price A$/sh 64.43 Baxter Kirk (bkirk@bellpotter.com.au, +61 3 9235 1625)

Target price A$/sh 73.00

PROFIT AND LOSS FINANCIAL RATIOS

Year ending 30 June Unit 2025a 2026a 2027e 2028e 2029e Year ending 30 June Unit 2025a 2026a 2027e 2028e 2029e

Revenue A$m 674 875 1,113 1,246 1,383 VALUATION

Change % 22% 30% 27% 12% 11% EPS (adjusted) Ac/sh 56.8 95.9 146.2 166.6 188.1

Gross profit A$m 379 519 672 747 826 EPS growth % 27.0% 68.9% 52.4% 13.9% 12.9%

Margin % 56% 59% 60% 60% 60% PER x 113.5x 67.2x 44.1x 38.7x 34.3x

EBITDA A$m 184 284 409 468 529 DPS Ac/sh 28.5 48.5 74.0 84.0 95.0

Depreciation & amortisation A$m (38) (42) (47) (55) (64) Dividend yield % 0.4% 0.8% 1.1% 1.3% 1.5%

EBIT A$m 146 244 362 413 465 Franking % 100% 100% 100% 100% 100%

Margin % 22% 28% 33% 33% 34% FCF/share Ac/sh 46.5 103.0 110.1 123.6 142.7

Net interest expense A$m (12) (8) (3) (2) (1) FCF yield % 0.7% 1.6% 1.7% 1.9% 2.2%

Profit before tax A$m 134 236 359 411 464 EV/EBITDA x 63.8x 41.4x 28.7x 25.1x 22.2x

Underlying tax A$m (30) (61) (92) (106) (120) EV/EBIT x 80.5x 48.2x 32.4x 28.5x 25.3x

NPAT A$m 103 175 268 305 344 EV/NOPAT x 104.2x 64.9x 43.5x 38.3x 34.0x

Adjustments (post-tax) A$m - - - - - P/NTA x 63.9x 42.3x 29.7x 21.4x 16.3x

Reported NPAT A$m 103 175 268 305 344 LIQUIDITY & LEVERAGE

CASH FLOW STATEMENT Net debt / (cash) A$m 121 7 (38) (105) (187)

Year ending 30 June Unit 2025a 2026a 2027e 2028e 2029e Net debt / Equity % 23% 1% nm nm nm

OPERATING CASH FLOW Net debt / Net debt + Equity % 19% 1% nm nm nm

Receipts from customers A$m 682 890 1,079 1,219 1,353 Net debt / EBITDA x 0.7x 0.0x nm nm nm

Payments to suppliers & employees A$m (500) (576) (698) (782) (859) EBITDA / Net interest expense x 14.5x 50.5x 127.3x 202.6x 355.7x

Other A$m (36) (65) (95) (108) (121) PROFITABILITY RATIOS

Operating cash flow A$m 147 249 286 328 373 EBITDA margin % 27% 32% 37% 38% 38%

INVESTING CASH FLOW EBIT margin % 22% 28% 33% 33% 34%

Capital expenditures A$m (62) (62) (86) (103) (113) Return on funds employed (EBIT) % 12% 19% 27% 26% 25%

Proceeds from PPE A$m 0 - - - - Return on equity % 21% 31% 38% 37% 35%

Other A$m (36) (1) (17) - - Return on invested capital (NOPAT) % 17% 26% 38% 38% 39%

Investing cash flow A$m (98) (63) (103) (103) (113) SEGMENTAL ASSUMPTIONS

Free cash flow A$m 84 187 200 225 260 Year ending 30 June Unit 2025a 2026a 2027e 2028e 2029e

FINANCING CASH FLOW Communication

Proceeds from share issues (net) A$m - - - - - Revenue A$m 413 506 704 809 922

Debt proceeds / (repayments) A$m 23 (103) - - - EBIT A$m 108 156 267 313 362

Repayment of lease liabilities A$m - - - - - Margin % 26% 31% 38% 39% 39%

Dividends paid A$m (44) (65) (134) (152) (172) Metal detection

Other A$m (7) (7) (6) (6) (6) Revenue A$m 255 362 403 430 454

Financing cash flow A$m (29) (174) (140) (158) (178) EBIT A$m 98 162 191 201 212

Change in cash A$m 20 12 43 66 82 Margin % 39% 45% 47% 47% 47%

BALANCE SHEET Corporate overhead A$m (62) (79) (98) (103) (111)

Year ending 30 June Unit 2025a 2026a 2027e 2028e 2029e HALF YEAR PROFIT & LOSS

ASSETS Unit 1H25a 2H25a 1H26a 2H26a 1H27e

Cash A$m 40 51 94 160 242 Revenue A$m 306 369 394 481 611

Receivables A$m 93 89 122 149 180 Gross profit A$m 172 206 229 290 364

Inventory A$m 141 133 177 205 234 EBIT A$m 66 80 100 144 216

PPE A$m 43 41 44 48 51 NPAT A$m 60 43 71 104 160

Goodwill A$m 323 315 332 332 332 VALUATION

Intangibles A$m 18 17 15 15 14 Diluted shares on issue 184m

Other assets A$m 248 263 306 357 410 Valuation method Wgt (%) Val. ($m)

Total assets A$m 905 909 1,091 1,266 1,462 DCF 50% 24.97

LIABILITIES EV / EBIT 50% 48.35

Payables A$m 161 176 225 249 273 Blended equity valuation 100% 73.32

Borrowings A$m 118 15 15 15 15 Current share price 0% 64.43

Lease liabilities A$m 43 42 41 40 40 Upside to current share price (%) 0% 14%

Other liabilities A$m 59 67 67 67 67

Total liabilities A$m 381 301 348 371 396

NET ASSETS

Share capital A$m 54 60 60 60 60

Reserves A$m 107 75 75 75 75

Retained earnings A$m 363 473 607 760 932

SHAREHOLDER EQUITY A$m 524 608 742 895 1,067

Weighted average shares m 181 182 182 182 182
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RECOMMENDATION  

STRUCTURE 

BUY Expect >15% total return on a 12 month 
view. For stocks regarded as ‘Speculative’ 
a return of >30% is expected.  

HOLD Expect total return between -5% and 15% 
on a 12 month view. 

SELL Expect <-5% total return 
on a 12 month view. 

 

Speculative Investments are either start-up 

enterprises with nil or only prospective operations or 

recently commenced operations with only forecast 

cash flows, or companies that have commenced 

operations or have been in operation for some time 

but have only forecast cash flows and/or a stressed 

balance sheet. Such investments may carry an 

exceptionally high level of capital risk and volatility of 

returns. 

RESEARCH TEAM 

STAFF MEMBER TITLE/SECTOR PHONE @bellpotter.com.au 

Chris Savage Head of Research 
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RESEARCH COVERAGE & POLICIES  For Bell Potter Securities’ Research Coverage Decision Making 

Process and Research Independence Policy please refer to our company website: 

https://bellpotter.com.au/research-independence-policy/. 

AUTHORING RESEARCH ANALYST’S CERTIFICATION  The Authoring Research Analyst is responsible for 

the content of this Research Report, and, certifies that with respect to each security that the Analyst covered in 

this Report (1) all the views expressed accurately reflect the Analyst’s personal views about those securities 

and were prepared in an independent manner and (2) no part of the Analyst’s compensation was, is or will be, 

directly or indirectly, related to specific recommendations or views expressed by that Research Analyst in the 

Research Report. 

RESEARCH ANALYST’S COMPENSATION  Research Analyst’s compensation is determined by Bell Potter 

Securities Research Management and Bell Potter Securities’ Senior Management and is based upon activities 

and services intended to benefit the investor clients of Bell Potter Securities Ltd. Compensation is not linked to 

specific transactions or recommendations. Like all Company employees Research Analysts receive 

compensation that is impacted by overall Company profitability. 

PRICES  The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing 

Price on the Date of the Research Report (appearing in the top right hand corner of page 1 of the Research 

Report), unless a before midday (am) time appears below the Date of the Research Report in which case the 

Price appearing in the Recommendation panel will be the Closing Price on the business day prior to the Date of 

the Research Report. 

AVAILABILITY  The completion and first dissemination of a Recommendation made within a Research Report 

are shortly after the close of the Market on the Date of the Research Report, unless a before midday (am) time 

appears below the Date of the Research Report in which case the Research Report will be completed and first 

disseminated shortly after that am time. 

DISSEMINATION  Bell Potter generally disseminates its Research to the Company’s Institutional and Private 

Clients via both proprietary and non-proprietary electronic distribution platforms. Certain Research may be 

disseminated only via the Company’s proprietary distribution platforms; however such Research will not contain 

changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise 

inconsistent with the Author’s previously published Research. Certain Research is made available only to 

institutional investors to satisfy regulatory requirements. Individual Bell Potter Research Analysts may also opt 

to circulate published Research to one or more Clients by email; such email distribution is discretionary and is 

done only after the Research has been disseminated. The level and types of service provided by Bell Potter 

Research Analysts to Clients may vary depending on various factors such as the Client’s individual preferences 

as to frequency and manner of receiving communications from Analysts, the Client’s risk profile and investment 

focus and perspective (e.g. market-wide, sector specific long term and short term etc.) the size and scope 

of the overall Client relationship with the Company and legal and regulatory constraints.
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DISCLAIMERS   

This Research Report is a private communication to 

Clients and is not intended for public circulation or 

for the use of any third party, without the prior written 

approval of Bell Potter Securities Limited. 

The Research Report is for informational purposes 

only and is not intended as an offer or solicitation for 

the purpose of sale of a security. Any decision 

to purchase securities mentioned in the Report must 

take into account existing public information on such 

security or any registered prospectus. 

This is general investment advice only and does not 

constitute personal advice to any person. Because 

this Research Report 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 Broker (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 Research Report. 

While this Research Report is based on information 

from sources which are considered reliable, Bell 

Potter Securities Limited has not verified 

independently the information contained in this 

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 

Research Report is complete or accurate. 

Nor does Bell Potter Securities Limited accept any 

responsibility for updating any advice, views, 

opinions or recommendations contained in this 

Research Report or for correcting any error or 

omission which may have become apparent after 

the Research Report has been issued. 

Bell Potter Securities Research Department has 

received assistance from the Company referred to in 

this Research Report including but not limited to 

discussions with management of the Company. Bell 

Potter Securities Policy prohibits Research Analysts 

sending draft Recommendations, Valuations and 

Price Targets to subject companies. However, it 

should be presumed that the Author of the Research 

Report has had discussions with the subject 

Company to ensure factual accuracy prior 

to publication. 

All opinions, projections and estimates constitute the 

judgement of the Author as of the Date of the 

Research Report and these, plus any other 

information contained in the Research Report, are 

subject to change without notice. Prices and 

availability of financial instruments also are subject 

to change without notice. 

Notwithstanding other departments within Bell Potter 

Securities Limited advising the subject Company, 

information obtained in such role is not used in the 

preparation of the Research Report. 

Although Bell Potter Research does not set a 

predetermined frequency for publication, if the 

Research Report is a fundamental equity research 

report it is the intention of Bell Potter Research to 

provide research coverage of the covered issuers, 

including in response to news affecting the issuer. 

For non-fundamental Research Reports, Bell Potter 

Research may not provide regular updates to the 

views, recommendations and facts included in 

the reports. 

Notwithstanding that Bell Potter maintains coverage 

on, makes recommendations concerning or 

discusses issuers, Bell Potter Research may be 

periodically restricted from referencing certain 

Issuers due to legal or policy reasons. Where the 

component of a published trade idea is subject to 

a restriction, the trade idea will be removed from any 

list of open trade ideas included in the Research 

Report. Upon lifting of the restriction, the trade idea 

will either be re-instated in the open trade ideas list if 

the Analyst continues to support it or it will be 

officially closed. 

Bell Potter Research may provide different research 

products and services to different classes of clients 

(for example based upon long-term or short term 

investment horizons) that may lead to differing 

conclusions or recommendations that could impact 

the price of a security contrary to the 

recommendations in the alternative Research 

Report, provided each is consistent with the rating 

system for each respective Research Report. 

Except in so far 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 

the document or for any resulting loss or damage 

(whether direct, indirect, consequential or otherwise) 

suffered by the recipient of the document or any 

other person. 

In the USA and the UK this Research Report is only 

for institutional investors. It is not for release, 

publication or distribution in whole or in part in the 

two specified countries. In Hong Kong this Research 

Report 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 Report is being 

distributed by Bell Potter Securities (US) LLC which 

is a registered broker-dealer and member of FINRA. 

Any person receiving this Research 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. 

  

  

  

 


