
Morningstar™ Equity Qualitative Research Process

Key Benefits
Provides clear recommendations 
and actionable commentary.
Research is tailored to the 
needs of individual investors.
Combines Aspect Huntley’s 
long stock-picking experience 
with Morningstar’s 
quantitative skills to provide 
a comprehensive, multi-factor 
approach to research.

Introduction
Morningstar’s Equity Research provides simple and
easy to understand qualitative recommendations to
individual investors. We aim to find good businesses
that are appropriately priced so we can recommend
undervalued stocks with a medium- to long-term
investment horizon.

Our research focuses on finding companies that will
deliver sustainable earnings per share growth based
on strong cashflow generation and solid future
dividend stream. We look for strong, experienced and
disciplined management; Track cyclical stocks to look
for trading opportunities over periods up to several
years; Monitor companies with poor fundamentals to
help clients avoid exposure to them.

Our research process consists of five steps that
combine qualitative assessment with quantitative
analysis derived from our extensive financial database.
The five steps include industry research, business
strategy analysis, accounting analysis, financial
analysis and spreadsheet modelling.

Research Process – Industry Research
We assess the company in relation to its industry
peers by asking such questions as: What is the nature
of the company’s competitive environment? What is
the degree of rivalry in the sector? What is the relative
power of its customers and suppliers? What are the
barriers to entry and what threat do substitutes carry?
Research Process – Business Strategy Analysis
We analyse the company’s response to its competitive
environment; How has the company chosen to compete
against its peers? How successful is this strategy likely
to be? How are competitors likely to respond to the
company’s strategies and innovations?

Research Process – Accounting Analysis
We scrutinise the company’s accounting policies and 
procedures by assessing questions such as: Are there 
any red flags? Are there any adjustments required 
to determine underlying earnings? Do the financial 
statements truly reflect the nature of the current business?

Research Process – Financial Analysis
We assess the company’s performance through changes 
in financial ratios: What does the historical financial 
data reveal? Is profitability improving? Are gearing levels 
in check?

Research Process – Spreadsheet Modelling
Comprehensive spreadsheet modelling is used to assess 
future cash flows and earnings: What is the present 
value of the company’s future cashflow (DCF)? What is a 
reasonable future price to earnings ratio (Forward P/E)? 
What risks need to be quantified?

Outputs
The end result of the research is a single 
Recommendation, a corresponding intrinsic valuation, 
qualitative business and pricing risk ratings, and an 
Investment Rating commentary. The Recommendation 
consists of one of five directives: ‘Buy’– suitable for 
purchase now; ‘Accumulate’– still undervalued with 
time to purchase; ‘Hold’– appropriately priced, neither 
buy nor sell; ‘Reduce’– sell part holding;‘Sell’– sell all 
holdings now. The Recommendation is accompanied 
by a graphical Recommendation Trigger Guide which 
indicates the price at which our recommendation  
is likely to change.

The Recommendation is also accompanied by an 
Investment Rating commentary–a concise one to two 
paragraph opinion on the quality of the business. The
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How Does It Work?

Morningstar Recommendation

Buy

Accumulate

Hold

Reduce

Sell

	 Key Steps 

3	Regular contact with management

3	In-depth financial analysis

3	Global analyst consultation

3	Local analyst team collaboration

3	Price trigger analysis

	 Key Issues 

3	Industry research

3	Strategy analysis

3	Accounting analysis

3	Financial analysis

3	Spreadsheet modelling
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commentary provides detail on the reasons and logic
behind our Recommendation and describes the type of
investor that each company would best suit (for
example, higher-risk growth portfolio or lower-risk
income portfolio). An Initial Impressions commentary is
provided on the day of an event that is likely to have
an impact on the company’s share price, followed by a
full report once further analysis is made over the next
week. Business summaries and ongoing news digests
are a by-product of our analyst research and are an
integral part of our service offer to clients.

How We Decide A Recommendation
Our research is a result of collaboration between  
a team of two local analysts, a senior and associate
analyst, and global analyst staff consultation. The
Head of Equity Research oversees all reports and
Recommendation outputs.

We publish Morningstar stock research on all stocks
in the S&P/ASX 200 (except property trusts and equity 
investment companies), approximately 60 higher quality 
Australian Small Core stocks outside the S&P/ ASX 
200, around 20 special situation Australian stocks of a 
more speculative nature such as biotechs, small mining 
companies or turnaround situations, and 20-25 key large-
cap and higher-quality small-cap New Zealand stocks.

More Information
Contact your Morningstar Sales team.

Australia
+61 2 9276 4445 or email sales.au@morningstar.com

New Zealand
+64 9 915 6771 or email helpdesk.nz@morningstar.com

Fundamental Data
Investment fundamentals
such as net profit after tax,
per share statistics and
yields as well as current
pricing data is included on
the report to complement
the qualitative analysis.

Snapshot

Business Risk Medium

Price Risk Medium

Moat Rating Narrow

Fair Value $ 7.14

Market Cap $Mil 647
Morningstar Style Box O
Last Price $ 7.14
52 Week High/Low $ 14.62/6.55
Shares Issued 90.6 Mil
Sector  40characters fit 40 total
 40 charachters
Company Beta 1.08
Sector Beta 1.13

Price vs. Market
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Initial Impressions: Softer Earnings Outlook
Analyst Recommendation: Hold 30 Apr 08  

Investment Rating
Lorem ipsum dolor sit amet, consectetaur adipisicing 
eli, sed do eiusmod tempor incididunt ut labore et 
doloerxrt magna aliqua. Ut enim ad minim veniam, 
quis nostruder exercitation ullamco laboris nisi ut 
aliquip ex easadcot commodo consequat. Duis aute 
irure dolor in reprehend-erit in voluptate velit esse 
cillum dolore eu fugiat adiu pariatur. Excepteur sint 
occaecat cupidatat non proident, sint in culpa qui 
officia deserunt mollit anim id estsd laborum Et 
harumd und lookum like Greek to me, dereu facilis 
est er expedit distinct. 900 chars te consciefg 
factor tum poen legum odioque civiuda. Et tam 
nequep cun modut est neque nonor et imper ned 
libidig me, a consectetur adipiscing elit, sed ut labore 
et dolore magn a aliquam makes one wonder who 
would ever read du this stuff? Bis nostrud exercita-
tion ullam mmodo conse et. Duis aute in voluptate 
velit esse cillum dolore eur fugiat nullapora.  

Event
3	Management has retained FY08 EPS guidance set 
in January for growth slightly higher than 12.2%.
3	The share price has dropped around 20% since 
mid-March mainly on concerns over the worsening 
property and retail climates following recent interest 
rate rises and Qld floods. Buying interest has been 
limited in a jittery market. Though the top line is 
being held back by cyclical factors, ongoing business’ 
improvement is ensuring margin expansion and  
profit growth.
3	Garage Doors Openers including substantial  
staffed cuts will reduce the cost base by $2.5m but 
impose a pre-tax one-off cost of 600.

Impact
3 Lorem ipsum dolor sit amet, consectetaur 
adipisicing elit, sed do eiusmod tempor incididunt ut 
labore et dolore magna aliqua. Ut enim ad minim 
veniam, quis nostrud exercitation ullamco laboris nisi 
ut aliquip ex ea commodo consequat. 

 Buy Accumulate Hold Reduce Sell
$ 17.25 19.15 24.90 30.65

20.50  Last Price

Business Description
Alesco Corporation Limited (formerly Atkins 
Carlyle Ltd) is a wholesale distribution 
company with leading positions in niche 
markets operating in the following business 
units − Building Products, Construction 
& Mining, Scientific & Testing and Water 
Products. 500 characters sumsandre nulla 
feu feugue tio odolor sed molortisim dip et, 
con ver sumsandre dignibh et wisl enit venim 
dunt in dignibh henit aut prat. Lutatio od ex 
exer ad dignism odolore dignibh elt wisl tat 
alit la autat, velendit 500.

Year-end Dec 2006 2007 2008e 2009e

NPAT 40.7 43.6 67.2 109.7

EPS 21.3 22.9 35.2 57.4

EPS % Chg  5.4 7.1 54.0 63.1

DPS 17.0 17.0 20.0 20.0

Franking % 100 100 100 100

Div Yield % 0.8 0.8 1.0 1.0

P/E 96.1 89.7 58.2 35.7

Source: Aspect actuals/Thomson IBES estimates
Note: Actuals before 12/05 are AGAAP pre-goodwill.
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3 Duis aute irure dolor in reprehenderit in voluptate 
velit esse cillum dolore eu fugiat nulla pariatur. 
Excepteur sint occaecat cupidatat non proident, sunt 
in culpa qui officia deserunt mollit anim id est 
laborum Et harumd und lookum like Greek to me, 
dereud facilis est er expedit distinct. 
3 Nam liber te conscient to factor tum poen legum 
odioque civiuda. Et tam neque pecun modut est 
neque nonor et imper ned libidig met, add fifteenn 
consectetur adipiscing elit, sed ut labore et dolore 
magna aliquam character count of 1600. 
3 Bisnostrud exercitation ullam mmodo consequet. 
Duis aute in voluptate velit esse cillum dolore eu 
fugiat nulla pariatur. At vver eos et accusam 
dignissum quiblandit est praesent luptatum delenit 
aigue congue ipsum dolor sit amet: 
3 Excepteur sint occae. Et harumd dereud facilis est 
er expedit distinct. Nam libe soluta nobis eligent 
optio. 
3 Lorem ipsum dolor sit amet, consectetur adipiscing 
elit, set eiusmod tempor incidunt et labore et dolore 
magna aliquam. Ut enim ad minim veniam, quis 
nostrud exercIrure dolor in reprehendust incididunt ut 
labore et 
3 Ut enim ad minim veniam, quis nostrud exercita-
tion ullamco laboris nisi ut aliquip ex ea com 
consequat. Duis aute irure dolor in reprehenderit in 
voluptate velittrs esse molestaie cillum. Tia non 
soluad incommod quaeeg en ium improb non proident 
nostrud exercitation 1700.
3 Lorem ipsum dolor sit amet, consectetur adipiscing 
elit, set eiusmod tempor incidunt et labore et. 

Recommendation Impact
Lorem ipsum dolor sit amet, consectetaur adipisicing 
elit, sed do eiusmod tempor incididunt ut labore et 
dolore magna aliqua. Ut enim ad minim veniam, quis 
nostrud exercitation ullamco laboris nisi ut aliquip ex 
ea commodo consequat. Duis aute irure dolor in 
reprehen derit in voluptate velit esse cillum dolore eu 
fugiat nulla pariatur. Excepteur sint occaecat 
cupidatat non proident, suntu in 400. 
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nonsequam am ipit, consectem dolut nulla conse-
quipit, si etue feum volese dolobortio dolore ting eu 
faccumsan ute velesto exer.Del enim nonsequam alit 
lumsan ea feu feugiamet autpat utpat. Duipisi ent et 
lamcon henis diam ipsum ad tet iure feu feugue con 
ut lutem zzrilit veniamcon etueriureet wis do core dio 
consecte consed tin er adion henim estio conse mod 
eu faccummy nullam dolor iliquipis aliquat lum nonse 
modipsum volortio odionum dolore elis aut la con 
essequam dolobor sequissi.

Nosto etum quam doloreril ex esto odolorem nim ing 
euisl eu feuguerci tatio coreet lor sequamconse 
ditvelenim vel ullute delesto conulla feu facinci blam 
iusciduipit ut alit wis alit lum nonullaor si Ore tisisi. 
Andio con ulputat incilis autpate dolorper sismolo-
bore ting eliquat, commy nit, quisim ver ing ero 
commy num exercidunt incing estrud minci blaorem 
doloreetum augait ullam, consequam irit lamconsen-
dre feum vel dolut iuscidunt in utat.

Ut veros nonsequatem quat.Os adiamet ullan et ad ex 
et in henibh ea commod dipit dunt nim veriusciduis 
nulla facil duis aliquat ut nulpute consequamet, 
veraesenim il endre commolendrer sumsand ignibh eu 
faccum ationse quiscip eu feum zzril ut alisl dolorem 
delendre magna feu facil inciliquip er sed magnis 
delenit vulputpat nibh et.

Quam etuer ipit ea alit dolorer aessit essis deliquis 
num eu feum verilissecte cor atue miniam, se magna 
consequ ismolestrud ex ero do dolore tat nis augait, 
sectem irit dolortis nit utetueril iniscip ismolorem 
nonulput ad er susto dip eu faciliq uatet, consed mod 
molestrud etue coreros elenibh eum inci esse et, 
quiscinit vel del eu. Uscilla aliquatisis am nit 
dolorperit wisit lut am ilit, se dolor ipit laorperos am, 

sim nibh etuer at ute feugiam vullandre facidunt 
luptat, conulput nulla feu facin hent dolore dipsum 
doloreet, sequam iustrud tionulpute essent wis ea 
feugait lorpero delismo doloborem vendiate 
doloborem voloborem dolorerostie dolobortion henit 
aliquat augait nos alit nulla aliquip exerat enibh ea 
alit alis duis dolore molorem niamcon ulputat, con 
henim aut utpat. Minim quat lortisim iriurem ing eum 
voloreet praestin henim verilisl et, con esectem del 
ing elessit lum zzrit at. Lobortionse consectem iureet, 
conse tem qui tat nibh eummodip euis dolorperos 
nullan hendrem num incidunt pratie exer susci tem 
vel iriuscilisci blan hendre ex er ilit ing esectem do 
consequat la augiamcoreet iriuscipis diat wissi.

Estrud modolobore feu feugue exercil iquamet volorti 
ncilluptat. Ut wisl ex et ing et adignim do consequ 
amcore dolorperat, commodo lortin veros aciduis aut 
lor secte euisl ea consed do odiamcor at, qui te digna 
corper iliquam, sit am zzrit, senibh ea commod 
magnim zzriliquis do do odipit, si.

Cumsandre magna consequi bla faccum ea acilit 
amcon vulla feuissim dolobortisit augiamet volor 
sustrud te faciduis ad magna facin el dolutatue min 
venit lore modolorem do odolorper sustie dipismo 
dolendignis et  

praesequate magna adit luptatio eugait dolenissisi. 
Acil duip eugiatem dolorpero dolenisl ullamet, 
consectem augait ute er senissit laorem il ut at. Ut 
utem il eniam, con henis duis augueratie enibh eu 
feuip exer secte ex eraessit ent vent accum non vel ut 
vercipsum velestrud dolent nonsequisi blaore ver 
sisit, vel er iliquatet, sequat. Ut volenim dolenisit lore 
modolenit alissecte ercilit num del dolor ad eugait 
nos nibh et doloreet wisi. 

Todd Lukasik 

Morningstar Analyst

Thermal Coal Prices  Old New % Chg

JFY08 Thermal Coal (US$/t) 105.00 120.00  +14.3

JFY09 Thermal Coal (US$/t)  85.00 100.00 +17.6

JFY10 Thermal Coal (US$/t)  65.00 90.00 +38.5

JFY11 Thermal Coal (US$/t) 60.00 80.00 +33.3

JFY12 Thermal Coal (US$/t) 55.00 70.00 +27.3

JFY13 Thermal Coal (US$/t) 50.00  60.00 +20.0

LT Thermal Coal (US$/t) 50.00 60.00 +20.0
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