Mader Group Ltd
Maintaining earnings before global relaunch

Mining services

Mader Group Ltd (ASX:MAD) is a provider of heavy mobile equipment maintenance
services to the resources sector using its specialised labour force of ~1,400
employees. The group is said to be cheaper than the Original Equipment
Manufacturers (OEMs) while offering greater flexibility (multiple brands), capacity
(large and diverse workforce) and quality (OHS & training). MAD listed in September
2019, with founding shareholders selling 50m shares at $1.00/share to realise a portion
of their investment, provide liquidity and encourage employee ownership. Currently
90% of revenues are derived from Australia with iron ore (46%) and gold (17%) key
industry exposures. As a result, activity levels and the underlying price of these
commodities is a key revenue driver. The group is looking to expand both regionally
in Australia and the US, is re-entering the Canadian market and actively looking at
other countries. Q1FY21 was impacted by COVID related disruption (border closures
impacting skilled worker movements) but less disruption in Q2 resulted in 1H21
revenue growth of 6.4% (to $141m) and flat NPAT of $8.7m. Group net debt was stable
at $19.9m.
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Share details
ASX Code

MAD

Share price

$0.90

Market Capitalisation

$180.0M

Shares on issue

200.0M

Net debt at 31/12/2020

$19.9M

Free float

~25%
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Business model
MAD essentially derives revenue by charging for labour services at an hourly rate. There are
a number of contract scenarios with customers offering flexible and scalable service level
agreements and contracts with annual rate reviews. Profitability is determined by the
internal management and allocation of human resources to these contracts. Predominantly
in Australia at present the business model is to expand both regionally within Australia and
the US, and into new regions, with Canada already committed. Mader Group’s expansion
strategy is underpinned by a two-pronged plan to expand geographically and by service
offering. Mader currently offers a range of ancillary services in its most established markets.
This is a range of complementary and value add services that are related to the Company’s
core offering of mechanical maintenance.

Upside Case
Less COVID-related workforce disruption
Successful move into new regions
Connected to the production cycle

Downside Case
Downturn in economic activity
Offshore entry fails to gain scale
Poor contract pricing

COVID impacts reducing through the year

Catalysts/upcoming events

Q1FY21 group sales growth was 3.8%, impacted by workforce availability as a result of COVID
related border closures and lockdowns. 2HFY21 sales growth accelerated to 6.4%, implying
a much stronger Q2FY21 COVID-19 related restrictions eased and the company adjusted to
operate efficiently and effectively within the limits of COVID-19 impacted markets. NPAT was
essentially flat for the half. Canada entry being relaunched and expected to be operational
by the end of FY21 and represents a significant opportunity for MAD.

Continued evidence of COVID disruptions easing
Canada relaunch at end of FY21

Comparable companies (Aust/NZ)
Lycopodium (ASX:LYL), Johns Lyng (ASX:JLG),
GR Engineering (ASX:GNG), Service Stream
(ASX:SSM), People Infrastructure (ASX:PPE)

Peers are people-based service businesses

Top 5 shareholders

Business model peers rely on a mix of human resources and consumables to deliver services,
typically under contract, mostly on a fixed rate basis. We would highlight Johns Lyng in the
building space (ASX:JLG), GR Engineering (ASX: GNG) and Lycopodium (ASX: LYL) in the
resources space, Service Stream (ASX:SSM) in the telco & infrastructure space, and People
Infrastructure (ASX:PPE) in the broader human resources space as examples. These players
operate on gross margins between 11%-20%, are capital light (working capital/sales 0%-2%)
and tend to hold net cash for project bonding.

Luke Mader (Founder/Exec Dir)
Craig Burton (Non-Exec Dir)
Carjay Investments .
Caves House Holdings
Cedarfield Holdings

56.65%
19.90%
1.07%
0.50%
0.3%

Company contacts
Justin Nuich
+61 419 114 254
(CEO/Exec Dir)
Justin.nuich@madergroup.com.au

RaaS Advisory contacts

Historical earnings and ratios
Year
end
06/18a

Revenue
(A$m)
156.2

EBITDA
(A$m)
(A$m)
18.6

NPAT
(A$m)
11.3

EPS c)
0.057

EV/Sales
(x)
1.3

EV/EBITDA
(x)
10.9

P/E
(x)
16.1

06/19a

228.6

25.3

14.9

06/20a

273.5

32.7

17.5

0.075

0.9

8.0

12.2

0.088

0.7

6.2

10.3

John Burgess

+61 410 439 723
john.burgess@raasgroup.com

Source: Company data

This report should be read in conjunction with the disclaimers and Financial Services Guide on pages 2-4.
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About Us
BR Securities Australia Pty Ltd (BR) is the holder of Australian Financial Services License (“AFSL”) number
456663. RaaS Advisory Pty Ltd (RaaS) is an Authorised Representative (number 1248415) of BR.
This Financial Service Guide (FSG) is designed to assist you in deciding whether to use RaaS’s services and
includes such things as
who we are
our services
how we transact with you
how we are paid, and
complaint processes
Contact Details, BR and RaaS
BR Head Office: Level 14, 344 Queen Street, Brisbane, QLD, 4000
RaaS. 20 Halls Road Arcadia, NSW 2159
P: +61 414 354712
E: finola.burke@raasgroup.com
RaaS is the entity providing the authorised AFSL services to you as a retail or wholesale client.
What Financial Services are we authorised to provide? RaaS is
authorised to
provide general advice to retail and wholesale clients in relation to
Securities
deal on behalf of retail and wholesale clients in relation to
Securities
The distribution of this FSG by RaaS is authorized by BR.
Our general advice service
Please note that any advice given by RaaS is general advice, as the information or advice given will not take
into account your particular objectives, financial situation or needs. You should, before acting on the advice,
consider the appropriateness of the advice, having regard to your objectives, financial situation and needs. If
our advice relates to the acquisition, or possible acquisition, of a particular financial product you should read any
relevant Prospectus, Product Disclosure Statement or like instrument. As we only provide general advice we
will not be providing a Statement of Advice. We will provide you with recommendations on securities
Our dealing service
RaaS can arrange for you to invest in securities issued under a prospectus by firstly sending you the offer
document and then assisting you fill out the application from if needed.
How are we paid?
RaaS earns fees for producing research reports. Sometimes these fees are from companies for producing
research reports and/or a financial model. When the fee is derived from a company, this is clearly highlighted on
the front page of the report and in the disclaimers and disclosures section of the report.
We may also receive a fee for our dealing service, from the company issuing the securities.
Associations and Relationships
BR, RaaS, its directors and related parties have no associations or relationships with any product issuers other
than when advising retail clients to invest in managed funds when the managers of these funds may also be
clients of BR. RaaS’s representatives may from time to time deal in or otherwise have a financial interest in
financial products recommended to you but any material ownership will be disclosed to you when relevant
advice is provided.
Complaints
If you have a complaint about our service you should contact your representative and tell them about your
complaint. The representative will follow BR’s internal dispute resolution policy, which includes sending you a
copy of the policy when required to. If you aren’t satisfied with an outcome, you may contact AFCA, see below.
BR is a member of the Australian Financial Complaints Authority (AFCA). AFCA provide fair and independent
financial services complaint resolution that is free to consumers.
Website: www.afca.org.au; Email: info@afca.org.au; Telephone: 1800931678 (free call)
In writing to: Australian Financial Complaints Authority, GPO Box 3, Melbourne, VIC, 3001.
Professional Indemnity Insurance
BR has in place Professional Indemnity Insurance which satisfies the requirements for compensation under
s912B of the Corporations Act and that covers our authorized representatives.

Mader Group | 12th March 2021

3

DISCLAIMERS and DISCLOSURES
This report has been prepared and issued by RaaS Advisory Pty Ltd. This research is issued in Australia by RaaS Advisory and any
access to it should be read in conjunction with the Financial Services Guide on the preceding two pages. All information used in the
publication of this report has been compiled from publicly available sources that are believed to be reliable. Opinions contained in this
report represent those of the principals of RaaS Advisory at the time of publication. RaaS Advisory provides this financial advice as an
honest and reasonable opinion held at a point in time about an investment’s risk profile and merit and the information is provided by the
RaaS Advisory in good faith. The views of the adviser(s) do not necessarily reflect the views of the AFS Licensee. RaaS Advisory has
no obligation to update the opinion unless RaaS Advisory is currently contracted to provide such an updated opinion. RaaS Advisory
does not warrant the accuracy of any information it sources from others. All statements as to future matters are not guaranteed to be
accurate and any statements as to past performance do not represent future performance. RaaS Advisory’s principals, employees and
associates may hold shares in companies that are covered and, if so, this will be clearly stated on the front page of each report.

Assessment of risk can be subjective. Portfolios of equity investments need to be well diversified and the risk appropriate for the
investor. Equity investments in listed or unlisted companies yet to achieve a profit or with an equity value less than $50 million should
collectively be a small component of a balanced portfolio, with smaller individual investment sizes than otherwise.
The science of climate change is common knowledge and its impacts may damage the global economy. Mitigating climate change
may also disrupt the global economy. Investors need to make their own assessments and we disclaim any liability for the impact of
either climate change or mitigating strategies on any investment we recommend.
Investors are responsible for their own investment decisions, unless a contract stipulates otherwise. RaaS Advisory does not stand
behind the capital value or performance of any investment. Subject to any terms implied by law and which cannot be excluded, RaaS
Advisory shall not be liable for any errors, omissions, defects or misrepresentations in the information (including by reasons of
negligence, negligent misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use or
rely on the information. If any law prohibits the exclusion of such liability, RaaS Advisory limits its liability to the re-supply of the
Information, provided that such limitation is permitted by law and is fair and reasonable. Copyright 2021 RaaS Advisory Pty Ltd (A.B.N.
99 614 783 363). All rights reserved.
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