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Walmart confirms full scale US roll-out

A$0.94
YOW-ASX

The company announced today that Walmart has agreed to a full scale roll out of Yowie
to all 4,300 of their USA based stores. The announcement confirms that the previously
announced second stage trial in 1,505 stores has been successful and that Walmart
believes the product will continue to sell well across all of their stores.
Our initiation thesis had assumed that in order to deliver into a Xmas scaled up roll-out
window, Walmart would likely need to place purchase orders at the end of May or early in
June and thus those orders could be pending. This announcement comes as a surprise,
as Walmart has requested delivery of the product for an August in-store date, well in
advance of our estimated Nov/Dec assumption.
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1H16 volume and revenue estimates increased
As a result of the earlier than expected delivery window, we have adjusted 1H16 unit
forecast by 2.0m units, from 5.3m units to 7.3m units and our 1H16 revenue estimate
has increased from $13.1m to $17.1m (FY16 revenue estimate increases from $56.8m
to $61.3m). We have left our future year forecasts unchanged at this time.
How significant can Walmart be for Yowie?
Using an assumption that each Walmart store could sell 614 units per month (12 units
per checkout, per week at 12 checkouts per store), the all store roll-out could see Yowie
sales reach an annualised rate of 31.6m units per annum or 2.6m units per month by
the end of calendar 2015. This could equate to estimated monthly revenue run rate of U
$4.5m per month or U$54m annualized (A$71m) which is in excess of our FY16 full year
revenue estimate.
Walmart is a billboard for the rest of the industry to follow
It's worth noting that when Walmart commits to a product as it has with Yowie in the
highly visible checkout locations, other retailers will take notice and are likely to see
Yowie as a “must have” item. This could be the tipping point for Yowie in the USA market.
We highlight again that it has US patent protection over “chocolates with a toy inside”, for
another 3 years.
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Yowie Group Ltd is a brand marketing company. The
company sells a chocolate confectionery product called a
Yowie, under exclusive patent protection in the USA. It is
the only collectible toy inside a chocolate animal outer shell
legally allowed to be sold in the USA until 2018.

Cheap on our FY17 EV/EBITDA estimates
Our EBITDA estimate for FY17 remains unchanged at $32.8m. In our view, despite
today's share price increase, the stock remains relatively cheap on 3.2x FY17 EV/
EBITDA.
Valuation de-risked: price target increased to $1.80/sh
In our initiation, we suggested an all store roll-out to Walmart would de-risk our risk
weighted valuation and could lead to a price target increase. As a result, we reduced our
weighting for the "slow customer conversion" and the combined "production problems
and slow customer conversion" and increased our base case, which has increased our
valuation and price target by 10.4% from $1.63/share to $1.80/share.
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Figure 1: Risk weighted valuation adjusted higher

Source: Canaccord Genuity Estimates

The market may be pricing in Walmart, but not Yowie’s other major US customers or
the rest of the world
In our initiation report, we analysed what level of sales and EBITDA we estimated the
market was pricing in. Our conclusion at $0.76 share price was the market had priced
in $10.5m of EBITDA (using 11.7x EV/EBITDA multiple) or 25m units pa. We translated
this to selling 614 units per store, per month, through 3,394 Walmart stores out of a
possible 4,300 US based stores.
Following today's announcement and using a share price of $0.94, we estimate the
market is now pricing in $13.0m of EBITDA or 31.1m units pa, which is the equivalent of
4,220 Walmart stores of the possible 4,300 stores.
On this basis, we estimate that the market may be effectively pricing in Walmart, but
does not appear to be attributing any value to the other US customers that Yowie is
already dealing with (including Safeway, CVS, Walgreens, 7-Eleven) or other international
customers outside of the USA. This appears conservative in our view.
Figure 2: What is being priced in today?

Source: Canaccord Genuity Estimates

Existing inventory drawn on to hit delivery window
Yowie has approximately 6.5m units in inventory, which will be drawn upon to fulfill the
early delivery date. With current installed capacity of 20m pa, or 1.6m per month, we
do not see any risk to them delivering this order, or scaling up for Walmarts potential
short term future demand. We do however expect the production capacity expansion
to 40m units pa to become a priority, as other customers could put pressure on the
manufacturing capacity in our opinion.
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Appendix: Important Disclosures
Analyst Certification
Each authoring analyst of Canaccord Genuity whose name appears on the front page of this research hereby certifies that (i) the
recommendations and opinions expressed in this research accurately reflect the authoring analyst’s personal, independent and
objective views about any and all of the designated investments or relevant issuers discussed herein that are within such authoring
analyst’s coverage universe and (ii) no part of the authoring analyst’s compensation was, is, or will be, directly or indirectly, related to the
specific recommendations or views expressed by the authoring analyst in the research.
Analysts employed outside the US are not registered as research analysts with FINRA. These analysts may not be associated persons of
Canaccord Genuity Inc. and therefore may not be subject to the NASD Rule 2711 and NYSE Rule 472 restrictions on communications
with a subject company, public appearances and trading securities held by a research analyst account.
Target Price / Valuation Methodology:
Yowie Group Ltd. - YOW
Our price target of A$1.63/share is derived using a blended EV/EBITDA method based on FY17 forecasts (2 years fwd). The 11.7x
multiple has been derived using comparable global peers.
Risks to achieving Target Price / Valuation:
Yowie Group Ltd. - YOW
Risks to achieving our price target include; slower than expected customer volume ramp up, the company having production issues
meaning they are unable to deliver product on time, inadequate funding for a larger than expected volume ramp up, overwhelming
competition once the US patent expires in April 2018, the inability for Yowie to expand beyond the USA market effectively and margins
being squeezed as volumes increase.
Distribution of Ratings:
Global Stock Ratings (as of 06/17/15)
Rating

Coverage Universe

IB Clients
%
32.99%
15.48%
5.00%
55.32%

#
%
588
58.92%
323
32.36%
40
4.01%
47
4.71%
998*
100.0%
*Total includes stocks that are Under Review
Canaccord Genuity Ratings System
BUY: The stock is expected to generate risk-adjusted returns of over 10% during the next 12 months.
Buy
Hold
Sell
Speculative Buy

HOLD: The stock is expected to generate risk-adjusted returns of 0-10% during the next 12 months.
SELL: The stock is expected to generate negative risk-adjusted returns during the next 12 months.
NOT RATED: Canaccord Genuity does not provide research coverage of the relevant issuer.
“Risk-adjusted return” refers to the expected return in relation to the amount of risk associated with the designated investment or the
relevant issuer.
Risk Qualiﬁer
SPECULATIVE: Stocks bear significantly higher risk that typically cannot be valued by normal fundamental criteria. Investments in the
stock may result in material loss.
Canaccord Genuity Company-Specific Disclosures (as of date of this publication)
Canaccord Genuity or one or more of its affiliated companies intend to seek or expect to receive compensation for Corporate Finance/
Investment Banking services from Yowie Group Ltd. in the next six months.
The primary analyst, a member of primary analyst's household, or any individual directly involved in the preparation of this research, has
a long position in the shares or derivatives, or has any other financial interest in Yowie Group Ltd., the value of which increases as the
value of the underlying equity increases.
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Yowie Group Ltd. Rating History as of 06/15/2015
SB:AUD1.63
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Online Disclosures
Up-to-date disclosures may be obtained at the following website (provided as a hyperlink if this report is being read electronically)
http://disclosures.canaccordgenuity.com/EN/Pages/default.aspx; or by sending a request to Canaccord Genuity Corp. Research, Attn:
Disclosures, P.O. Box 10337 Pacific Centre, 2200-609 Granville Street, Vancouver, BC, Canada V7Y 1H2; or by sending a request
by email to disclosures@canaccordgenuity.com. The reader may also obtain a copy of Canaccord Genuity’s policies and procedures
regarding the dissemination of research by following the steps outlined above.
General Disclosures
“Canaccord Genuity” is the business name used by certain wholly owned subsidiaries of Canaccord Genuity Group Inc., including
Canaccord Genuity Inc., Canaccord Genuity Limited, Canaccord Genuity Corp., and Canaccord Genuity (Australia) Limited, an affiliated
company that is 50%-owned by Canaccord Genuity Group Inc.
The authoring analysts who are responsible for the preparation of this research are employed by Canaccord Genuity Corp. a Canadian
broker-dealer with principal offices located in Vancouver, Calgary, Toronto, Montreal, or Canaccord Genuity Inc., a US broker-dealer
with principal offices located in New York, Boston, San Francisco and Houston, or Canaccord Genuity Limited., a UK broker-dealer with
principal offices located in London (UK) and Dublin (Ireland), or Canaccord Genuity (Australia) Limited, an Australian broker-dealer with
principal offices located in Sydney and Melbourne.
The authoring analysts who are responsible for the preparation of this research have received (or will receive) compensation based upon
(among other factors) the Corporate Finance/Investment Banking revenues and general profits of Canaccord Genuity. However, such
authoring analysts have not received, and will not receive, compensation that is directly based upon or linked to one or more specific
Corporate Finance/Investment Banking activities, or to recommendations contained in the research.
Canaccord Genuity and its affiliated companies may have a Corporate Finance/Investment Banking or other relationship with the issuer
that is the subject of this research and may trade in any of the designated investments mentioned herein either for their own account
or the accounts of their customers, in good faith or in the normal course of market making. Accordingly, Canaccord Genuity or their
affiliated companies, principals or employees (other than the authoring analyst(s) who prepared this research) may at any time have
a long or short position in any such designated investments, related designated investments or in options, futures or other derivative
instruments based thereon.
Some regulators require that a firm must establish, implement and make available a policy for managing conflicts of interest arising as
a result of publication or distribution of research. This research has been prepared in accordance with Canaccord Genuity’s policy on
managing conflicts of interest, and information barriers or firewalls have been used where appropriate. Canaccord Genuity’s policy is
available upon request.
The information contained in this research has been compiled by Canaccord Genuity from sources believed to be reliable, but (with the
exception of the information about Canaccord Genuity) no representation or warranty, express or implied, is made by Canaccord Genuity,
its affiliated companies or any other person as to its fairness, accuracy, completeness or correctness. Canaccord Genuity has not
independently verified the facts, assumptions, and estimates contained herein. All estimates, opinions and other information contained
in this research constitute Canaccord Genuity’s judgement as of the date of this research, are subject to change without notice and are
provided in good faith but without legal responsibility or liability.
Canaccord Genuity’s salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies
to our clients and our proprietary trading desk that reflect opinions that are contrary to the opinions expressed in this research.
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Canaccord Genuity’s affiliates, principal trading desk, and investing businesses may make investment decisions that are inconsistent
with the recommendations or views expressed in this research.
This research is provided for information purposes only and does not constitute an offer or solicitation to buy or sell any designated
investments discussed herein in any jurisdiction where such offer or solicitation would be prohibited. As a result, the designated
investments discussed in this research may not be eligible for sale in some jurisdictions. This research is not, and under no
circumstances should be construed as, a solicitation to act as a securities broker or dealer in any jurisdiction by any person or company
that is not legally permitted to carry on the business of a securities broker or dealer in that jurisdiction. This material is prepared for
general circulation to clients and does not have regard to the investment objectives, financial situation or particular needs of any
particular person. Investors should obtain advice based on their own individual circumstances before making an investment decision.
To the fullest extent permitted by law, none of Canaccord Genuity, its affiliated companies or any other person accepts any liability
whatsoever for any direct or consequential loss arising from or relating to any use of the information contained in this research.
For Canadian Residents:
This research has been approved by Canaccord Genuity Corp., which accepts sole responsibility for this research and its dissemination
in Canada. Canadian clients wishing to effect transactions in any designated investment discussed should do so through a qualified
salesperson of Canaccord Genuity Corp. in their particular province or territory.
For United States Residents:
Canaccord Genuity Inc., a US registered broker-dealer, accepts responsibility for this research and its dissemination in the United States.
This research is intended for distribution in the United States only to certain US institutional investors. US clients wishing to effect
transactions in any designated investment discussed should do so through a qualified salesperson of Canaccord Genuity Inc. Analysts
employed outside the US, as specifically indicated elsewhere in this report, are not registered as research analysts with FINRA. These
analysts may not be associated persons of Canaccord Genuity Inc. and therefore may not be subject to the NASD Rule 2711 and NYSE
Rule 472 restrictions on communications with a subject company, public appearances and trading securities held by a research analyst
account.
For United Kingdom and European Residents:
This research is distributed in the United Kingdom and elsewhere Europe, as third party research by Canaccord Genuity Limited,
which is authorized and regulated by the Financial Conduct Authority. This research is for distribution only to persons who are Eligible
Counterparties or Professional Clients only and is exempt from the general restrictions in section 21 of the Financial Services and
Markets Act 2000 on the communication of invitations or inducements to engage in investment activity on the grounds that it is being
distributed in the United Kingdom only to persons of a kind described in Article 19(5) (Investment Professionals) and 49(2) (High Net
Worth companies, unincorporated associations etc) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005
(as amended). It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. This material is not for
distribution in the United Kingdom or elsewhere in Europe to retail clients, as defined under the rules of the Financial Conduct Authority.
For Jersey, Guernsey and Isle of Man Residents:
This research is sent to you by Canaccord Genuity Wealth (International) Limited (CGWI) for information purposes and is not to be
construed as a solicitation or an offer to purchase or sell investments or related financial instruments. This research has been produced
by an affiliate of CGWI for circulation to its institutional clients and also CGWI. Its contents have been approved by CGWI and we are
providing it to you on the basis that we believe it to be of interest to you. This statement should be read in conjunction with your client
agreement, CGWI's current terms of business and the other disclosures and disclaimers contained within this research. If you are in any
doubt, you should consult your financial adviser.
CGWI is licensed and regulated by the Guernsey Financial Services Commission, the Jersey Financial Services Commission and the Isle
of Man Financial Supervision Commission. CGWI is registered in Guernsey and is a wholly owned subsidiary of Canaccord Genuity Group
Inc.
For Australian Residents:
This research is distributed in Australia by Canaccord Genuity (Australia) Limited ABN 19 075 071 466 holder of AFS Licence No
234666. To the extent that this research contains any advice, this is limited to general advice only. Recipients should take into account
their own personal circumstances before making an investment decision. Clients wishing to effect any transactions in any financial
products discussed in the research should do so through a qualified representative of Canaccord Genuity (Australia) Limited. Canaccord
Genuity Wealth Management is a division of Canaccord Genuity (Australia) Limited.
For Singapore Residents:
This research is distributed pursuant to 32C of the Financial Advisers under an arrangement between each of the Canaccord Genuity
entities that publish research and Canaccord Genuity Singapore Pte. Ltd who are an exempt financial adviser under section 23(1)(d) of
the Financial Advisers Act. This research is only intended for persons who fall within the definition of accredited investor, expert investor
or institutional investor as defined under section 4A of the Securities and Futures Act It is not intended to be distributed or passed on,
directly or indirectly, to any other class of persons. Recipients of this report can contact Canaccord Genuity Singapore Pte. Ltd. (Contact
Person: Tom Gunnersen’s tel # is +852 3919 2561) in respect of any matters arising from, or in connection with, the [analyses or
report].
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For Hong Kong Residents:
This research is distributed in Hong Kong by Canaccord Genuity (Hong Kong) Limited who is licensed by the Securities and Futures
Commission. This research is only intended for persons who fall within the definition of professional investor as defined in the Securities
and Futures Ordinance. It is not intended to be distributed or passed on, directly or indirectly, to any other class of persons. Recipients of
this report can contact Canaccord Genuity (Hong Kong). Ltd. (Contact Person: Tom Gunnersen’s tel # is +852 3919 2561) in respect of
any matters arising from, or in connection with, the research.
Additional information is available on request.
Copyright © Canaccord Genuity Corp. 2015 . – Member IIROC/Canadian Investor Protection Fund
Copyright © Canaccord Genuity Limited 2015 . – Member LSE, authorized and regulated by the Financial Conduct Authority.
Copyright © Canaccord Genuity Inc. 2015 . – Member FINRA/SIPC
Copyright © Canaccord Genuity (Australia) Limited 2015 . – Participant of ASX Group, Chi-x Australia and of the NSX. Authorized and
regulated by ASIC.
All rights reserved. All material presented in this document, unless specifically indicated otherwise, is under copyright to Canaccord
Genuity Corp., Canaccord Genuity Limited, Canaccord Genuity Inc or Canaccord Genuity Group Inc. None of the material, nor its content,
nor any copy of it, may be altered in any way, or transmitted to or distributed to any other party, without the prior express written
permission of the entities listed above.
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