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Horal lifts prices as earnings slump 
PERRY WILLIAMS 

The Kerry Stokes-controlled 
Bora! will slug customers with na
tional price increases for its build
ing materials as it battles rising 
energy costs, supply chain con
straints and labour shortages at its 
Australian business_ 

The Sydney-based company 
has introduced "out of cycle" na
tional price increases effective 
January and February, offsetting 
the impact of more expensive en
ergy bills which it expects to re
main high through the second half 
trading period. 

Chief executive Zlatko Todor
cevski said it was difficult forcing 
higher costs on its customers, but 
the move reflected a broader infla
tionary environment and supply 
chain constraints_ 

"The feedback is it's never easy 
to have a price increase conver
sation with customers but they're 
noticing it quite strongly in a lot of 
other building materials," he told 
The Australian. 

"Frankly, the increases we're 
putting through are not as large as 

what we've seen in timber or what 
we understand is happening with 
steel. They're more moderate and 
focus on offsetting what we're see
ing in energy. 

"I feel good about our ability to 
gel traction, because those in
creases are more moderate, and 
fixate on those supply chain dis
ruptions and energy impacts that 
we're wearing." 

Boral's first-half earnings be
fore interest and tax slid by 23 per 
cent to $78m, following construc
tion shutdowns for the six months 
to the end of 2021 amid a broader 
inflationary environment. 

Mr Todorcevski cited hikes in 
coal, diesel and gas during the half 
as oil prices continued to climh, 
with costs likely to remain higher 
in the second half. One of its con
tracts for coal expired in the first 
half, which had led to a spike in 
costs as benchmark pricing in
creased, Mr Todorcevski said. 

Bora! is also targeting annual 
transformation benefits of $60m
$75m net of inflation to boost its 
bottom line and expects revenue 
in the second half to be higher than 
the prior six months. 

Beach Energy 
cashes in on surge 
in crude prices 

Beach Energy, part-owned by 
Ken-y Slokes' Seven Group, 
profited from a surge in oil 
prices while the board has 
affirmed its confidence in 
interim chief executive Morne 
Engelbrecht as the search 
continues for a permanent boss 
to lead the Adelaide firm. 

The gas producer's first half 
net profit surged 66 per cent to 
$213m with higher crude prices 
delivering an extra $198m in 
revenue as Beach fetched 
$US83.66 per barrel of oil 
equivalent from $US46.62 boe 
for the same period a year 

It noted supply chain con
straints after Covid-19 lockdovms 
for items such as heavy vehicles, 
along with labour shortages that 
affected the first half and are ex
pected to continue toJune 30. 

"The supply chain has ex
tended so it's taking a lot longer to 

earlier. Revenue rose 11 per cent 
to $786m while an interim 
dividend ofk will be paid, 
steady on last year. 

Investors cheered Beach 
retaining its annual outlook 
guidance wilh production 
kept at 21-23 million hoe and 
capital spending of$900m to 
$1.lbn. 

Mr Engelbrecht, Beach's 
former chief financial officer, 
was installed in November after 
the surprise departure of Matt 
Kay as CEO but declined to say 
whether he would apply to land 
the role on a permanent basis. 

"I won't be commenting on 
whether I will be putting my 
name in the hat or not. It's fair to 
say the board is conducting a 
very thorough process in terms 

get the vehicles in the country, 
which means we've got to pre
order to a large degree. The other 
one is just availability of labour. 
We have particularly noticed that 
in drivers and quarry managers. So 
we're not only looking at acceler
ating some of our recruitment and 

of the best possible candidate for 
the role." 

Beach may look across town 
at Santos's executive ranks for 
its nexl leader, according lo 
Credit Suisse. 

The company plans Lo slarl ils 
oil exploration campaign in the 
Cooper Basin's Western Flank 
in the second halfof2022. The 
region emerged as a source of 
tension with shareholders after 
a class action was launched in 
November over a reserve 
downgrade of the assets. 

The company is also an 
emerging LNG exporter through 
its Waitsia project in WA with a 
heads of agreement signed up 
with BP for supplies from the 
second half of2023. 

Beach shares rose nearly 11

retention progress, but how we re
duce the impact on our fleet." 

Bora) recorded a 3 per cent lift 
in sales on a comparable basis to 
$1.5bn and said a previously an
nounced capital return of $3bn 
would be completed on Monday. 

Shareholders will receive a cash 

Hawsons confident of new iron ore front 

It says the push for 
lower emissions is 
helping its cause 

CAMERON ENGLAND 

Iron ore hopefuls have been kick
ing the rocks along the Braemar 
Formation, stretching from South 
Australia up toward Broken Hill, 
without luck for decades. 

Hawsons Iron is the latest-but 
it says the run of bad luck is about 
to change. It hopes to complete a 
feasibility study this year. 

And it believes the change in 
the wind on environmental and 
sustainability concerns will drive 
demand for its soft magnetite 
product, and spur investor interest 
in the company itself, which in
tends to extract the mineral with a 
minimum of energy expended. 

The company, formerly known 
as Carpentaria Resources, had put 
out a pre-feasibility study on the 
Hawsons project in 2017, bul 
board ructions and the divided 
ownership of the asset were a dis
traction from the main game_ 

With Hawsons Iron now own
ing 93.9 per cent of the asset after a 
deal finalised in May last year, and 
stability among the board and 
executive, the company is now 
forging ahead, executive chair
man Bryan Granzien says. 

And the progress is being re
flected in the share price, which is 
up from 3c a year ago to a close of 
19c on Friday, valuing the com
pany at $136m. 

The I-Iawsons pre-feasibility 
study envisaged an export opera
tion of l0 million tonnes year, with 
the product to be shipped via slur
ry pipeline to Broken Hill, where it 
would be sent for export probably 
through Port Pirie. 

It would have cost $US1.4bn 
($l.97bn) to develop, and generat
ed on average $US88lm a year, 
based on an iron ore price around 
$US75 a tonne. 

The company says it will test a 
larger, 10-20mtpa operation as 
part of the BFS, and all options for 
logistics, such as the use of other 
ports, will be considered, given the 
considerable amount of time that 
has passed since the initial study. 

"This is crucial, given current 
market conditions are very differ-

Hawsons Iron's project near Broken Hill in NSW that sits in the Braemar Formation 

ent to 2017 with the emergence of 
new technologies, ESG considera
tions and decarbonisation strat
egies since the PFS was com
pleted," the company said. 

Mr Granzien said the com
pany's timing in coming to the 
market as investor concerns 
around ESG issues - including 
carbon dioxide emissions - were 
on the rise was beneficial. 

This was because the com
pany's shallow, soft ore could be 
mined easily, using up to 75 per 
cent less energy than hard rock 
mining processes as used in the 
Pilbara, but also had emissions 
benefits on the smelting end for 
customers. 

"We've been given the oppor
tunity to be the custodian of 
what's always been a great asset, 
but it had things holding it back, 
and we've been able to clear the 
path so the real project is starting 
to emerge and we're very excited," 
Mr Granzien said. 

"In a lot of ways we think we 
have perfect timing because that 
ESG component, Greensteel, is 
only going to go significantly 
north from here. 

"Banks, everyone else who is 
involved are almost demanding 
high-grade ore products. 

"Magnetite was always the 
poor cousin to hematite or direct 
shipping ores which have been the 

backbone of Australian iron ore 
exports for quite some time." 

But with the Hawson's proces
sed product coming in at 70 per 
cent iron, and low impurities, 
"people are reaching out to us by 
the day". Mr Granzien said: "I am 
very confident we will not have a 
problem selling this product 

"The decarbonisation impera
tives for the steel industry and our 
high-grade offering puts I-Iawsons 
Iron in a strong position, with very 
strong support from off-takers 
and letters of intent for 12mtpa of 
our Hawsons Supergrade." 

I-Iawsons Iron recently raised
$35.6m, which will fully fund the 
BFS. 

The Braemar formation 
stretches for hundreds of kilo
metres between Peterborough in 
central SA to Broken Hill. 

A group of ASX-listed com
panies in 2011 formed the Braemar 
Alliance with a view to collaborat
ing on infrastructure and to de
velop a new iron ore province. 
Members of the group included 
I-Iavilah Resources, Carpentaria
and Royal Resources, now known
as Magnetite Mines.

The latter is undertaking a de
finitive feasibility at its Razorback 
iron ore project in SA, where it has 
a 5.7 billion-tonne resource spread 
over three main ore bodies in the 
western region of the Braemar. 

per cent to $1.64 on the ASX, 
capping a 50 per cent rise in the 
last six months and handing the 
company a $3.75bn market 
capitalisation. 

The group has set a target for 
28 million boe by 2024 and looks 
on track to reach its goal, 
analysts said, with its campaigns 
in the Otway Basin and Western 
Flank expected to deliver. 

"We continue to expect 
Western Flank to outperform 
full year guidance, supported by 
the fact all the Western Flank oil 
development wells drilled over 
the second quarter were 
successful and are to be brought 
on line progressively over the 
third quarter," RBC analyst 
Gordon Ramsay said. 

PERRY WILLIAMS 

distribution of $2.72 a share in the 
form of a $2.65 a share capital re
duction worth $2.923bn and an 
unfranked dividend of 7c a share 
worth$77m. 

Bora! pointed to a rebound in 
multi-residential construction al
though a much-hyped pipeline of 
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big infrastructure projects contin
ues to simmer away. 

"New major projects remain 
slow to move into execution, de
spite the sizeable infrastructure 
pipeline. We have successfully se
cured a number of major project 
opportunities in the half, which 
will predominantly benefit from 
2023, and are tendering on numer
ous other opportunities," Bora! 
said in a statement. 

Macquarie described it as a 
solid result. "The core of the result 
appears better than we expected 
and the commentary on the mar-

ket environment in keeping with 
ourpositive thesis," Macquarie an
alysts said. 

Kerry Stokes' Seven Group is in 
line for a $2lbn wimlfall as cash 
flows back to shareholders follow
ing a sale of Boral's international 
operations_ 

The billionaire took control of 
the construction materials giant in 
2021 after Seven amassed a 70 per 
cent stake, with his son Ryan 
Stokes installed as chairman. 

Seven aggressively pushed for 
Boral to unwind its international 
expansion due to a substandard 
performance, opting instead to 
boost its fortunes from focusing on 
Australian construction contracts 
from a hig infrastructure pipeline_ 

floral sold its US building prod
ucts unit to Houston-based manu
facturer Westlake Chemical for 
$US2l5bn ($3bn) and sold its fly 
ash business to Eco Material Tech
nologies for $US755m. 

It had previously offloaded its 
half share of the USG Bora! plas
terboard venture for $1.43bn in 
October 2020. 

Bora) shares closed down 1.85 
per cent to $3.72 

Weather, protests hit Aurizon 

NICK EVANS 

Rail hauler Aurizon has dropped 
expectations for coal volumes for 
the full financial year, saying dis
ruptions at the mines of key cus
tomers would lead to slower 
growth in coal exports than it had 
expected. 

The rail major declared a half
year profit of $257m on Monday, 
down 4 per cent on the previous 
year, and dropped its interim divi
dend to IO.Sc from 14.4c as it pre
serves cash to complete the 
acquisition ofOneRail. 

Despite surging coal prices of
fering a major incentive for ex
porters to get product to market, 
Aurizon recorded a 3 per cent fall 
in coal volumes in the first half of 
the financial year. 

Aurizon moved 98.7 million 
tonnes of coal to ports in NSW 
and Queensland in the half, with 
central Queensland volumes fall
ing slightly to 70-3 million tonnes 
due to "customer-specific main
tenance and production issues 
across several customers, cess
ation of the Stan well contract, wet 
weather, derailments and pro-

tester activity". Weather, protests 
and mine troubles also hit its 
NSW and southern Queensland 
volumes, which fell 7 per cent to 
28.4 million tonnes amid rising 
prices for thermal coal. 

Aurizon had expected full
year coal volumes to rise about 5 
per cent this financial year, but 
now says it expects them to be 
"broadly in-line" with last year. 

"What we're seeing is a bunch 
of issues that have coalesced in 
the last six months to cause lower 
production levels," Aurizon boss 
Andrew I-larding told reporters. 

"And they relate to mine-spe
cific events, including a mine 
shutting down for several days be
cause of a fatality, general opera
tional issues at a number of mines. 
We saw extensive flooding in 
NSW, and the general back
ground of Covid-19. 

"It was very operational - it 
clearly wasn't driven by the price 
because as a former mine man
ager I can guarantee I would have 
been trying lo gel as much volume 
out as I could." 

But Mr Harding warned that, 
despite rampant coal prices con
tinuing, he did not believe a sud-

den rush of export coal could be 
delivered in the short term, saying 
it was difficult for major producers 
to bring extra production into the 
market in a hurry. 

"The status quo is a strong 
possibility for a while," he said. 

Aurizon booked $286.2m in 
underlying earnings from its coal 
division, up 4 per cent for the year, 
despite the loss of coal volumes. 

Its bulk business - which in
cludes other metals and agricul
tural products - booked a 1 per 
cent lift in underlying earnings to 
$74.Sm on the back of strong grain 
harvests in Queensland and 
NSW. 

Aurizon booked underlying 
earnings of$727m for the half. 

Mr Harding said the company 
reduced its interim dividend as it 
prepared its balance sheet for the 
close of its $2.35bn acquisition of 
OneRail. 

Aurizon is still to settle on a 
strategy to divest OneRail's NSW 
coal haulage business, but Mr 
Harding said the company had al
ready received a number of ap
proaches from potential buyers. 

Aurizon shares closed 0.55 per 
cent lower at$3.62 on Monday. 

Worst of pandemic is over: GPT 

BEN WILMOT 

Diversified property giant GPT 
believes the worst of the pan
demic is behind the nation as the 
combination of case numbers 
trending downwards, high vacci
nation rates and less need for re
strictions spur the economy. 

The company unveiled a 
$1.42bn annual profit on Monday, 
saying that severe lockdown 
measures had restricted trading 
activity and affected the perform
ance of its shopping centres dur
ing the third quarter, but its 
diversified operation generated a 
return of l4.l per cent last year. 

"When restrictions cased dur
ing the fourth quarter, most of our 
retail assets benefited from a re
bound in customer visitation and 
sales," GPT chief executive Bob 
Johnston said. 

But city assets were lagging. 

Melbourne Central recorded a lift 
in weekend foot traffic and sales, 
hut would rely on the reactivation 
of the CBD and return of office 
workers, students and tourism, 
Mr Johnston said. 

The landlord said its office and 
logistics assets had strong results 
and the group made a big switch 
into logistics, buying the Ascot 
Capital portfolio and several de
velopment sites. 

Logistics now makes up about 
27 per cent of the property port
folio as the group also sold off un
wanted shopping centres in 
Darwin and Wollongong. 

In funds, a move on AMP 
Capital's $7bn office fund failed, 
but GPT pushed on with a logis
tics partnership set up with Quad
Real Property Group. The pair 
have boosted the capital commit
ment of their venture to $2bn. 

Citing uncertainty, GPT cur
rently expects to deliver 2022 

funds from operations of 
3l.7c-32.4c a security and a distri
bution of 25c a secu�ity. 

The guidance assumes that 
conditions normalise hefore the 
end of the first quarter, with no 
more lockdowns. a return of 
workers to CBD workplaces and a 
recovery of retail sales and foot 
traffic at its shopping centres. 

The strong performance fol
lows a $213.2m loss in 2020, and 
was aided by investment property 
valuation increases of $924.3m. 
GPT made a full-year distribution 
of 23.2c a security, up from 22.Sc. 

Macquarie analysts said net in
come from the landlord's shop
ping centres was 10 per cent below 
their expectations and blamed 
about $20m more rent relief than 
they predicted. 

Jarden analysts said G PT had a 
mixed result with a weaker-than
expected second half. 

GPT rose 1.6 per centto $5.06. 


