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General E-mail Alert

Wesfarmers

This note is being sent to all our clients. It is not specific advice for you. Please speak to your adviser if you would like more information.

Key Points

¢ Bunnings is 60% of earnings ¢ Trading 25% above our fair value.

e Earnings up 30% year on year. e Merger risk

Time to take profits on Wesfarmers

Wesfarmers share price has hit an all-time high, it performed exceptionally well during COVID with
Bunnings having solid sale growth over this time and improved trading conditions with office works.
The share price has rallied recently and is currently trading above $64.00 which is an 88% return

from the lows of March 2020 when COVID hit.

Bunnings is about 60% of Wesfarmers earnings. Currently its earnings are up 30% year on year,
which also means they're a little bit inflated. Bunnings is a brilliant business, but it's priced as having
zero cyclical risks. Kmart was showing some signs of fatigue leading into COVID, and Officeworks is
good, but a bit smaller. At the current price we think it's just too expensive, we do not expect much

capital growth out of it in the next couple of years.



Wesfarmers have got some growth opportunities in that it looks like they are going to do some
merger and acquisitions into the pharmacy area with API (Australian Pharmaceutical Industries), and
so maybe they're going to do to pharmacies what they've done to Officeworks and home building

supplies.

Given the current price which is trading 25% above our fair value and potential risks associated with

the potential acquisition of API, we recommend taking profits on Wesfarmers.
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This email was sent by Grow Your Wealth Pty Ltd ABN 60 130 727 981 AFSL No. 403509.
GENERAL ADVICE WARNING:

Please note that any advice provided in this email is GENERAL advice only, as the information or
advice given does not take into account your particular objectives, financial situation or needs.
Opinions, conclusions and other information expressed in this email are not given or endorsed by
Grow Your Wealth, unless otherwise indicated. Therefore, before you act on any of the information
provided in this email, you must consider the appropriateness of the information having regard to
your particular objectives, financial situation and needs and if necessary, seek appropriate
professional advice.

This email is confidential. If you are not the intended recipient, you must not view, disseminate,
distribute or copy this email without our consent. Grow Your Wealth does not accept any liability in
connection with any computer virus, data corruption, incompleteness, or unauthorised amendment
of this email.

This email message is confidential and may be privileged. Unauthorised use, copying or distribution
of any part of this email including attachments is prohibited. If you are not the intended recipient,
please forward the email to admin@growyourwealth.com.au and delete the original.




