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TIL $2.90 Spec. HIGH

Proposal accepted
The final chapter in the takeover of cosmetics and candle manufacturer Trilogy International (NZX/ASX: TIL)
has been completed with the scheme of arrangement now binding on all shareholders. Shareholders will
receive consideration of NZ$2.90 cash per share on 18 April 2018, with shares transferred to CITIC Capital.
The shares have ceased trading on the NZX Main Board and the ASX.

Image Source: Company website

This is a strong outcome for shareholders, and particularly those that bought in at much lower levels. The
shares have delivered a 500% return since our recommendation at NZ$0.48 in July 2014.

To recap, in December last year, CITIC Capital, one of China’s leading alternative asset managers, made a
takeover bid for Trilogy, pitched at NZ$2.90 per share, valuing the company at NZ$210.97 million. That
marked an EV/EBITDA multiple of 13.6 times based on the 12 months to 30 September 2017 result.

CITC clearly saw strong value in Trilogy’s proposition, and particularly with the manufacturer looking to
expand to China, which is one of the faster growing large markets for cosmetics. The timing was also savvy
in our view, with Trilogy’s share price having fallen from the peak levels of around NZ$5 in late 2016, and
having plateaued through 2017.
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This was also ironic given that many local brokers had become increasingly upbeat about Trilogy on the way
down. Having made an initial recommendation below 50 cents we were off the opposite view, and that much
of the growth had already been priced in by investors. We made a number of take profits recommendations,
with the last at NZ$4 in May 2016.

We were though content to sit on the remaining exposure pending an independent adviser's report, and also
on the prospect of a superior proposal. In the event the latter was not forthcoming, with the deal effectively
rubber stamped by the company's biggest shareholder, the Business Bakery, which signalled an intent to
vote its 31.2% stake in favour of the scheme.
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For investors the timing of the exit now is fairly apt in our view, with the company starting to see earnings
pressures on a few different fronts. Notably in a March trading update the company stated that trading had
been ‘relatively’ volatile with Ecoya candles sales lower than expected. In addition there were orders for the
Trilogy candle business and the newly acquired Lanocorp that might not close by the balance date. These
factors could negatively impact FY18 earnings by up to 10%. Possibly though there was some ‘kitchen
sinking’ to ensure investors were nudged to vote the right way at the special meeting.

There have though certainly been margin headwinds, including price increases for rosehip oil at the
cosmetics unit, and supply constraints on wax and glass supply for the candle business. A softening in the
key NZ economy could also take the gloss off the bottom line going forward. The prize no doubt longer term
for CITC is though growth in international markets, with Asia in particular focus.

Summary

The final chapter in the takeover of cosmetics and candle manufacturer Trilogy International has been
completed with the scheme of arrangement now binding on all shareholders. Shareholders will receive
consideration of NZ$2.90 cash per share on 18 April 2018, with shares transferred to CITIC Capital. The
shares have ceased trading on the NZX Main Board and the ASX.

This is a strong outcome for shareholders, and particularly those that bought in at much lower levels. The
shares have delivered a 500% return since our recommendation at NZ$0.48 in July 2014.

Following the takeover we will cease coverage of Trilogy, and the stock will be removed from the Fat
Prophets Portfolio.
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DISCLAIMER

Fat Prophets has made every effort to ensure the reliability of the views and recommendations expressed in the reports published on its websites. Fat
Prophets research is based upon information known to us or which was obtained from sources which we believed to be reliable and accurate at time of
publication. However, like the markets, we are not perfect. This report is prepared for general information only, and as such, the specific needs,
investment objectives or financial situation of any particular user have not been taken into consideration. Individuals should therefore discuss, with their
financial planner or advisor, the merits of each recommendation for their own specific circumstances and realise that not all investments will be
appropriate for all subscribers. To the extent permitted by law, Fat Prophets and its employees, agents and authorised representatives exclude all liability
for any loss or damage (including indirect, special or consequential loss or damage) arising from the use of, or reliance on, any information within the
report whether or not caused by any negligent act or omission. If the law prohibits the exclusion of such liability, Fat Prophets hereby limits its liability, to
the extent permitted by law, to the resupply of the said information or the cost of the said resupply. As at the date at the top of this page, Directors and/or
associates of the Fat Prophets Group of Companies currently hold positions in: ASX-listed Australian stocks: ASX-listed Australian stocks: AAC, AAD,
AGO, AJA, AMP, ANZ, APA, APG, AVG, BCI, BHP, BKN, BOQ, BRL, BRU, BTR, BWP, CBA, CCL, CDD, CFE, CGL, CKF, CNQ, CVO, CWN, DLS, DNX,
DUE, ELD, ENV, EVN, FID, FMG, FXJ, GJT, GMG, GNS, GOR, GPT, GXL, HUB, IAU, IFL, ILU, IMF, JHX, MFG, MGR, MML, MMS, MND, MNF, MPL,
MTR, MTU, NAB, NCM, NMG, NUF, OBS, ORE, OSH, OVH, POS, PPS, PRG, PRT, PXG, QAN,QBE, RIO, RXL, RRS, S32,SDG, SFR, SGP, SIV, SLR,
SPK, STO, SUN, SYD, TAM, TEN, TLS, TME, TTN, WBC, WFD, WES, WHC, WOW, WPL, WSA. International stocks 3i Group, Acacia Mining, Amec
Foster Wheeler, Anglo American, Archipelago Resources, Arian Silver Corp, Aviva, Avocet Mining, Bank of China, Barratt Developments, BMW, Berkeley
Energy, BG Group, BOLSAS Y MERCADOS ESPANOLES,SOCIEDAD, Bovis Homes, BP, Braemar Shipping Group, British American Tobacco, BT
Group, Cairn Energy, Centamin Egypt, China Life Insurance, China Mobile, China Overseas, China Taiping, China Vanke, Country Garden, Daejan
Holdings, Development Securities, Dragon, Enquest, Esure, Euronext, FedEx, Fresnillo, Ibiden, Infosys, Glaxosmithkline, Glencore International,
Goldbridges Global Resources, Google (Alphabet), Grainger, Gulf Keystone Petroleum, Highland Gold Mining, HSBC,ICICI Bank, Ironveld, iShares
Physical Metals, J Sainsbury, JKX Oil & Gas, John Wood Group, Kazakhmys, Legal & General, Lloyds, Low and Bonar, Market Vectors Junior Gold
Miners, Market Vectors Oil Services, Market Vectors Vietnam, Marstons, Medusa Mining, Mitchells & Butlers, Mitsubishi Tokyo Financial, Mitsubishi UFJ,
National Grid, Nippon Telegraph and Telephone, Panasonic, Paragon Group of Companies, Petra Diamonds, Petrofac, Petropavlovsk, PICC Property &
Casualty, PPHE Hotel Group, Randgold Resources, Rank Group, Reckitt Benckiser, Royal Dutch Shell, Solgold, Sony Corporation, Standard Chartered,
STV Group, Sylvania Platinum, Tata Motors, Tencent, Tertiary Minerals, Teva Pharamaceutical, Toyota Motor, Tullow Oil, Unilever, Vedanta Resources,
Vodafone, Walt Disney, Zillow.

Snapshot TIL

Trilogy International

Latest Closing Price: NZ$2.90

The company was floated in May 2010 under the name Ecoya on the New Zealand stock exchange in a $10.1 million IPO priced at
$1 a share. At the time the company’s main product was a scented candle range under the brand Ecoya.

The company was transformed a few months later by the $19.2 million (cash and scrip) acquisition of Trilogy in September 2010.
The addition of the skincare business more than doubled company’s revenues, diversified the geographical reach, and boosted
overall growth potential. To reflect the new direction of the business, and the ‘opportunities available’ in both home fragrance and
skin care, the company took over the acquired businesses name.

Today the Trilogy business has established strong markets in both Australia and New Zealand, as well as a substantial and growing
presence in Asia and the UK. Further long term growth potential is also on offer following an entry into the US market.

Market Capitalisation:

 FY1 FY2
Price to Earnings 15.8 13.8

Dividend Yield (%) 1.8 2.3

Price to Book 2.3 2.1

Return on Equity (%) 15.5 15.6

EV/EBITDA 11.4 10.3
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