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Analysis and Valuation 

 CSL Limited (CSL.AX) 

High on uncertainly low on risk, a classic Dhandho investment. 
“Wall Street sometimes gets confused between risk and uncertainty, and you can profit 
handsomely from that confusion. The Street hates uncertainty, and it demonstrates that hate by 
collapsing the quoted stock price of the underlying business.” Mohnish Pabrai, The Dhandho 
Investor.
 
The uncertainty has been created by CSL's bid for Talecris Biotherapeutics Holdings Corp and the 
FTC disallowing that bid. A secondary concern is the high proportion of income exposed to “falling” 
USD and EUR currencies, 37% and 35% of sales respectively in 2008. Those uncertainties do not 
change the underlying growth story at CSL. Growth has slowed, but is still strong.

• Strong balance sheet.
• Increasing margins
• Operating cash flow and earnings increasing faster than sales demonstrates the leverage in 

the business.

Key Statistics
Market Capitalisation A$17,475M
Enterprise Value A$17,771M
Current Price $28.98
P/E 19.47
Forward P/E (2010) 13.87
PEG 0.74
P/S 4.07
P/B 2.91
EV/EBIT
ROE 19.9
Dividend & Yield A$0.60 / 2.1%
Cash Flow
Shares outstanding 603M

Fusion Investing Summary
Weighted IV $43
Technical Target $35
Low target $36
High target $50
Cut Loss (now/target) $25 / $21
Reward/Risk >3/1
Opinion Aggressive Buy at $26

Nibble around current

52 week low of $26.85 was hit intra-day on 16 Dec.

Fundamental Analysis
CSL is Australia's leading global biopharmaceutical 
company. Plasma products, GARDASIL and other 
vaccines are sold worldwide.
New IVIg, Privigen, expected to drive margin 
expansion.
CSL has enjoyed strong growth and should continue 
to grow via product and region expansion.
Talecris bid creates uncertainty, but limited risk.
Excellent ROE with strong and improving margins.

Technical Analysis
Falling knife
Below 50 and 200DMA
Falling MACD
Technically CSL is a dog.
Wait for distribution to complete.
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Key Data
2007-08 2006-07 2005-06 2004-05 2003-04

Total revenue 3,794 3,310 2,904 2,650 1,836
Sales revenue 3,557 3,172 2,849 2,609 1,650
Research and development investment 225 191 161 141 101
Profit before income tax expense 952 774 499 410 255
Net Profit 702 539 351 235 220
Capital Investment 218 205 122 105 80
Total Assets at 30 June 4,695 4,200 4,186 3,893 3,875
Total equity at 30 June 2,806 2,269 1,990 2,109 2,074
Net tangible assets per share at 30 June ($) 3.44 2.44 2.14 2.34 2.06
Weighted average number of shares (million) 550 548 546 588 535
Basic earnings per share (cents) 127.6 98.5 64.3 39.9 41.1
Dividend per share (cents) 46.0 34.7 22.7 15.7 12.7

Key Dates
19 August Earnings and dividend announcement
14 September shares trade ex-dividend
14 October AGM

References
• 2009 Half Year Results  
• 2008 Annual Report  
• Reuters  

Do your own due diligence. This is not a recommendation. Details in this document may 
be incorrect
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http://www.csl.com.au/docs/679/606/1H09%20ASX%20release%20FINAL.pdf
http://www.reuters.com/finance/stocks/estimates?symbol=CSL.AX
http://www.csl.com.au/docs/565/929/CSL_AR_2008.pdf

