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EMERGING COMPANY 

SPECULATIVE BUY (no change) 

Stock code: GNX AU 

Price: A$0.14 

12-month target price: A$0.27 

Previous target price: A$0.27 

Up/downside to target price: 92.9% 

Dividend yield: 0.0% 

12-month TSR*: 92.9% 

Market cap: A$193.9m 

Average daily turnover: A$0.24m 

Index inclusion: N/A 

* Total stock return – Up/downside to target price + 12-month 
forward dividend yield. 

Price performance 

(%) 1M 3M 12M 3Y 

Absolute -12.5 -30 -15.2 -32.6 

Rel ASX/S&P200 -17.9 -39.5 -24.8 -38.3 

 

Source: Bloomberg 
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 Analyst(s) own shares in the following stocks mentioned in this report: 

– Genex Power 

Genex Power 
1H solar falls short but hydro and BBP roll on 

 GNX’s 1H solar revenue fell short of our expectations with softer electricity and 
carbon prices than we’d hoped. 

 Progress continues on constructing Kidston Hydro and the Bouldercombe Battery 
Project (BBP). 

 We revise our FY23 forecasts, but this has a negligible impact on our valuation. 
We maintain our SPECULATIVE BUY rating and target price of 27cps. 

Solar production there but not price:  

▪ 1H solar production of 109.9GWh was in-line with our expectations but revenue 
fell significantly short (-15%). Pricing in 2Q was weaker than we’d hoped for both 
electricity and carbon. 

▪ Spot LGC prices were trading ~$65/MWh for significant periods in 1H, however 
realised prices were ~$51/MWh. Additionally, our assumptions for Kidston Solar 
pricing, and to a lesser extent Jemalong, were too optimistic. 

▪ The rate of cash spent on construction was also significantly lower than expected 
($149m vs $289m). We had been allowing for a very steep climb in capital 
expenditure for both projects. We anticipate that the shortfall will still be spent in 
the next 12 months and this a timing issue rather than an indication of delays. 

Electricity pricing relatively steady but LGCs are softening in short term: 

▪ Since our last note in early January, electricity futures have been fairly steady with 
a soft March quarter being priced in along with expectations of a tighter winter 
period. 

▪ Prices for LGCs have softened with spot falling from ~$65/MWh down to 
~$51/MWh. Contracts for CY23 have also moved lower to $50.75/MWh from 
$55/MWh. 

Forecast and valuation update: 

▪ We lower our FY23 earnings estimate given the softer performance this half and 
reduced expectations for LGC revenue in 2H. Forecast EBITDA is down $2.7m (-
20%). Forecast net profit is down $0.4m (-4%) as lower interest expenses from 
the flatter capital expenditure profile offsets some of the revenue impact. 

▪ There is negligible change to our DCF valuation and we leave our rounded price 
target unchanged at 27cps. 

Investment view: 

▪ GNX has some important construction milestones ahead of it in CY23. If the 
company can keep Kidston Hydro on track over this period while successfully 
bringing BBP into operation, we think the stock could re-rate when there is a clear 
line of sight to higher earnings. 

▪ The company has little room to manoeuvre however if it had to absorb higher 
costs in areas where the contractors haven’t accepted risk (we understand GNX 
has some residual exposure to geotechnical risks) or if their ability to complete 
the project was compromised. 

▪ We retain our SPECULATIVE BUY rating given the potential upside, but we note 
that the coming year will be critical for the success of the company. 

Price catalysts: 

▪ Energisation of BBP next quarter. 

▪ Completion of underground works at Kidston Hydro in next 12 months. 

Risks: 

▪ Construction and commissioning risk at Kidston Hydro and BBP. 

▪ Commodity prices, i.e. electricity and carbon. 

▪ Solar production at Kidston Solar and Jemalong. 

▪ Marginal loss factors on all projects other than Kidston Hydro and KS1. 

▪ Interest rates, increases in inflation (K2H has mostly fixed escalators), energy 
market regulation and tax regimes. 

▪ Refinancing of existing debt when it matures. 

Jun-22A Jun-23F Jun-24F Jun-25F

Revenue (A$m) 24.80 26.29 36.03 60.28

EBITDA Norm (A$m) 13.82 11.27 20.52 69.34

Net Profit (A$m) 19.73 -12.71 -9.73 18.73

EPS Norm (A$) 0.017 -0.009 -0.009 0.017

EPS Growth Norm (%) -155% -5%

P/E Norm (x) 8.46 NA NA 8.36

DPS (A$) 0.000 0.000 0.000 0.001

Dividend Yield (%) 0.00% 0.00% 0.00% 0.77%

EV/EBITDA (x) 35.24 74.20 47.72 16.06

Gearing (Net Debt/EBITDA) 23.35 56.98 38.27 12.86

http://www.efa.biz/
https://my.morgans.com.au/research/1894D476-9A90-4B0B-8665-568C8B854A0A.pdf?u=9b6e4620-b777-4faa-824c-18d547e2ca31
https://my.morgans.com.au/research/9A345B7D-1930-41D7-80C4-1021F59A3F25.pdf?u=9b6e4620-b777-4faa-824c-18d547e2ca31
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Genex Power 

SPECULATIVE BUY  
 

 as at January 30, 2023 

Price (A$): 0.14 
 

12-month target price (A$): 0.27 

Market cap (A$m): 193.9 
 

Up/downside to target price (%): 92.9 

Free float (%): 69.3 
 

Dividend yield (%): 0.0 

Index inclusion: N/A 
 

12-month TSR (%): 92.9 

 GNX is redeveloping an old gold mine in North Queensland into a 250MW energy storage project and has developed a 50MW solar farm adjacent 
to the mine. GNX also has a second 50MW solar farm operating at Jemalong in Central NSW as well as plans to expand with a 50MW/100MWh 
battery in Central Queensland and a potential 150MW wind farm near the Kidston site. The output of the existing Kidston solar farm is contracted to 
the Qld government for 20 years and the company has an offtake agreement with EnergyAustralia for the output of the pumped hydro project. GNX 
has also obtained approval for up to $610m of low cost debt finance from the Northern Australia Infrastructure Facility. GNX was founded in 2011, 
the Kidston site acquired in 2014 and was listed on the ASX in 2015. The CEO, James Harding, was appointed on the 7th of May 2018 and the 
Chairman, Dr Ralph Craven, has held his position since the company listed. 
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Source: Morgans, GNX Source: Morgans

One of the few remaining listed renewables pure plays

GNX is one of the few remaining listed renewables-focused companies on the ASX and 

the only one with a large exposure to energy storage projects.

Upside potential from key growth project

The Kidston Hydro project will drive a large increase in revenue and earnings when it 

begins operation in FY25. The project is funded by cheap debt from NAIF and has a long 

term off-take contract to give GNX infrastructure-like earnings from the project when it's 

completed.

Growth pipeline that can be matured and de-risked

The company also has a number of other renewables projects that it is maturing which 

will increase the company's value.

Construction risk still elevated

There are still a number of higher risk milestones to be completed during construction 

of Kidston Hydro. Until the work is completed its likely the market will continue to 

discount the stock for the risk.

Tight balance sheet

The Kidston Hydro project is highly leveraged which dominates the company's balance 

sheet. This leaves GNX with limited room to maneuver if there are unexpected impacts 

to its cash flow.

Risks to spot price exposure

The Jemalong solar farm retains full exposure to spot electricity and carbon prices. This 

has served the company well in the last year but it also comes with downside risks for 

earnings.

Environmental, Social and Governance

E
S

G Exposure

GNX has strong environmental and social credentials. Its portfolio is expected to displace 2mt of carbon dioxide p.a. 

by 2025. In the region of the Kiston Clean Energy Hub, 900 jobs have been created while the project is in 

construction. Genex's board has seen a number of directors retire in recent years.

Management

To manage its corporate governance the GNX board has implemented a number of policies and charters such as: 

an Audit and Risk Management Committee Charter, a Code of Conduct, a Securities Trading Policy, a Continuous 

Disclosure Policy and a Sustainability and Climate Change Policy.
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Revenue by asset and commodity (A$m) - FY22 Historical EPS (cents)

Source: Company reports  Source: Company reports  
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Figure 1: Financial summary 

 

Source: Morgans estimates, company data 

  

Production & Price FY21A FY22A FY23E FY24E FY25E Valuation DCF ($m) EV x 

($m/MW)

EV ($m) Net debt 

($m)

Equity 

($m)

Blended 

($m)

Blended 

(cps)

Solar generation (GWh) 150.2    224.1    224.9    247.6    245.7    Solar 24.6        2.40        234.5       (170.7)      63.8         44.2         3.1           

Wind generation (GWh) -        -        -        -        -        Hydro 196.7      3.30        825.0       (646.0)      179.0       187.8       13.4         

Hydro capacity (MW) -        -        -        -        125       Battery 86.0        1.20        60.0         (4.5)          55.5         70.8         5.0           

Battery capacity (MW) -        -        -        50         50         Wind 94.0        0.38        57.0         -           57.0         75.5         5.4           

Ave generation price ($/MWh) 87.4      115.3    116.9    102.3    99.5      Total 401.3      1,176.5    (821.2)      355.3       378.3       27.0         

Ave storage price ($/MWh) -        -        -        26.1      24.0      Price target (cps) 27.0         

Profit and loss ($m) FY21A FY22A FY23E FY24E FY25E Key Multiples FY21A FY22A FY23E FY24E FY25E

Net Revenue 10.6      24.8      26.3      36.0      60.3      EV/EBITDA (x) 61.0         74.8         41.1         12.2         

 Other inc 11.0      2.4        0.4        0.8        20.8      Price-to-earnings (x) 11.5         

 Expenses (28.5)     (13.4)     (15.4)     (16.3)     (11.7)     Dividend yield (%) -           -           -           -           -           

EBITDA (6.8)       13.8      11.3      20.5      69.3      Free cashflow yield (%) -80% -115% -152% -83% -121%

 D&A (6.3)       (10.1)     (10.3)     (12.7)     (21.1)     Net Debt / ND+E (%) 52% 62% 76% 81% 70%

Operating EBIT (13.1)     3.7        1.0        7.8        48.3      Net Debt / EBITDA (x) (21.2)        23.3         54.6         37.9         12.8         

 Net Interest Expense (5.7)       (7.7)       (12.7)     (18.5)     (20.4)     Operating CF-to-interest (x) (0.9)          0.7           0.1           2.8           2.2           

Profit Before Tax (18.7)     (4.1)       (11.7)     (10.7)     27.8      

 Tax -        -        -        2.1        (8.2)       Balance Sheet FY21A FY22A FY23E FY24E FY25E

Net Profit (18.7)     (4.1)       (11.7)     (8.6)       19.6      Cash 45.4         62.9         37.1         22.7         30.6         

Receivables 1.2           3.3           1.1           1.1           1.0           

EPS (cps) (3.1)       (0.3)       (0.8)       (0.6)       1.2        Inventory & prepayments 2.7           3.4           3.4           3.4           3.4           

DPS (cps) -        -        -        -        -        Other -           -           -           -           -           

Current Assets 49.4         69.5         41.6         27.2         35.1         

Cashflows ($m) FY21A FY22A FY23E FY24E FY25E Bank guarantees 5.0           71.9         71.9         21.9         21.9         

EBITDA (6.8)       13.8      11.3      20.5      69.3      PPE 291.9       447.7       737.2       829.6       1,094.7    

 WC & non-cash adjustments 7.5        (4.3)       2.2        50.1      (0.4)       Other 13.4         28.0         28.0         140.4       172.0       

Gross operating cashflow 0.7        9.6        13.5      70.6      69.0      Non-Current Assets 310.3       547.6       837.1       991.9       1,288.7    

 Net interest paid (5.6)       (5.6)       (12.7)     (18.5)     (20.4)     Total Assets 359.7       617.2       878.7       1,019.1    1,323.7    

 Cash paid for Tax -        -        -        (1.1)       (3.5)       

Operating cashflow (4.8)       4.0        0.8        51.0      45.0      Payables 11.8         13.6         13.6         13.7         13.3         

Debt 7.7           18.9         10.8         9.3           26.1         

Solar - growth capital (54.0)     -        -        -        -        Other 2.9           4.6           4.6           4.6           4.6           

Hydro - growth capital (99.1)     (153.2)   (250.9)   (214.3)   (15.5)     Current Liabilities 22.4         37.2         29.1         27.5         44.0         

Battery - growth capital -        (11.2)     (48.8)     -        -        Debt 181.9       366.6       641.1       791.6       889.1       

Wind - growth capital -        -        -        -        (267.0)   Government grant 6.9           6.4           6.4           6.4           6.4           

Sustaining capital & other (0.3)       (66.0)     -        -        -        Provisions 3.8           3.8           3.8           3.8           3.8           

Investing cashflow (153.4)   (230.4)   (299.7)   (214.3)   (282.5)   Other 10.4         2.9           2.9           2.9           2.9           

Non-current Liabilities 203.0       379.7       654.2       804.7       902.2       

Equity issuance/(buy-backs) 133.2    45.8      6.9        -        132.9    Total Liabilities 225.4       416.9       683.3       832.2       946.2       

Debt drawdown/(repaid) 5.0        198.0    266.4    148.9    114.4    

Dividends paid -        -        -        -        (1.9)       Share capital 195.8       242.1       248.9       248.9       383.8       

Financing cashflow 138.2    243.8    273.2    148.9    245.4    Reserves (2.0)          21.8         21.8         21.8         61.8         

Accumulated earnings (59.5)        (63.6)        (75.3)        (83.9)        (68.1)        

Net cashflow (20.0)     17.4      (25.7)     (14.4)     7.9        Equity 134.3       200.3       195.5       186.9       377.5       

WANOS (m) 607.9       1,173.2    1,395.6    1,406.0    1,607.4    
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Forecast changes 
 

 

Figure 2: Forecast changes 

 

Source: Morgans estimates 
 
 

 

Absolute changes FY23 FY24 FY25 Relative changes (%) FY23 FY24 FY25

Production (GWh) -      -      -      Production 0% 0% 0%

Revenue ($m) (2.7)     (0.3)     0.1      Revenue -9% -1% 0%

EBITDA ($m) (2.7)     (0.3)     0.1      EBITDA -20% -1% 0%

D&A ($m) 0.6      1.3      1.3      D&A 6% 9% 6%

Net interest expense ($m) 1.7      0.3      (0.0)     Net interest expense 12% 2% 0%

Net Profit After Tax ($m) (0.4)     1.1      0.9      Net Profit After Tax -4% 11% 5%

Capital Expenditure ($m) 53.0    (53.0)   -      Capital Expenditure 15% -33% 0%

Debt ($m) (53.0)   -      -      Debt -8% 0% 0%

Cash balance ($m) 5.8      5.6      5.3      Cash balance 19% 33% 21%
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Disclaimer  

The information contained in this report is provided to you by Morgans Financial Limited as general advice only, and is made without consideration of an individual’s 
relevant personal circumstances. Morgans Financial Limited ABN 49 010 669 726, its related bodies corporate, directors and officers, employees, authorised 
representatives and agents (“Morgans”) do not accept any liability for any loss or damage arising from or in connection with any action taken or not taken on the 
basis of information contained in this report, or for any errors or omissions contained within. It is recommended that any persons who wish to act upon this report 
consult with their Morgans investment adviser before doing so. Those acting upon such information without advice do so entirely at their own risk.  

This report was prepared as private communication to clients of Morgans and is not intended for public circulation, publication or for use by any third party. The 
contents of this report may not be reproduced in whole or in part without the prior written consent of Morgans. While this report is based on information from sources 
which Morgans believes are reliable, its accuracy and completeness cannot be guaranteed. Any opinions expressed reflect Morgans judgement at this date and are 
subject to change. Morgans is under no obligation to provide revised assessments in the event of changed circumstances. This report does not constitute an offer 
or invitation to purchase any securities and should not be relied upon in connection with any contract or commitment whatsoever. 

Sustainalytics disclaimer 

Part of this publication may contain Sustainalytics proprietary information that may not be reproduced, used, disseminated, modified nor published in any manner 
without the express written consent of Sustainalytics. Nothing contained in this publication shall be construed as to make a representation or warranty, express or 
implied, regarding the advisability to invest in or include companies in investable universes and/or portfolios. The information is provided “as is” and, therefore 
Sustainalytics assumes no responsibility for errors or omissions. Sustainalytics cannot be held liable for damage arising from the use of this publication or information 
contained herein in any manner whatsoever. 

Disclosure of interest 

Morgans may from time to time hold an interest in any security referred to in this report and may, as principal or agent, sell such interests. Morgans may previously 
have acted as manager or co-manager of a public offering of any such securities. Morgans affiliates may provide or have provided banking services or corporate 
finance to the companies referred to in the report. The knowledge of affiliates concerning such services may not be reflected in this report. Morgans advises that it 
may earn brokerage, commissions, fees or other benefits and advantages, direct or indirect, in connection with the making of a recommendation or a dealing by a 
client in these securities. Some or all of Morgans Authorised Representatives may be remunerated wholly or partly by way of commission. 

Regulatory disclosures 

Analyst owns shares in the following mentioned company(ies): Genex Power 

Morgans Corporate Limited was Joint Lead Manager to the Placement and Share Purchase Plan of shares in Genex Limited announced to market on 23 February 
2022 and received fees in this regard. 

Recommendation structure 

For a full explanation of the recommendation structure, refer to our website at morgans.com.au/research_disclaimer 

Research team 

For analyst qualifications and experience, refer to our website at morgans.com.au/research-and-markets/our-research-team 

Research coverage policy 

For an overview on the stock selection process, refer to our website at morgans.com.au/research-and-markets/company-analysis/Research-Coverage-Policy 

Research independence statement  

morgans.com.au/Research-Independence-Statement 

Stocks under coverage 

For a full list of stocks under coverage, refer to our website at morgans.com.au/research-and-markets/company-analysis/ASX100-Companies-under-coverage and  
morgans.com.au/research-and-markets/company-analysis/EX-100-Companies-under-coverage 

If you no longer wish to receive Morgans publications please contact your local Morgans branch or write to GPO Box 202 Brisbane QLD 4001 and include your 

account details. 
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