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Well-positioned after tough year 26 August 2008
Opinion Data Earnings Forecasts
Recommendation Buy Y/e Jun ($m) 2008A  2009F  2010F  2011F
Risk rating Medium Revenue 24.9 33.6 37.3 40.1
Current share price $0.79 EBITDA 13.6 18.2 20.7 22.7
12 month target price $1.00 EBIT 133 17.8 202 222
12 month price range $1.80 - $0.64 NPAT (re[.)orted) 6.7 117 137 154
Market capitalisation $113m NPAT (adjusted) 8.7 1.7 18.7 154
P Adjusted EPS (cps) 7.3 8.1 9.5 10.6
, . EPS Growth (%) 4% 11% 17% 13%
DK'N reported FY’'08 ad;usted NPAT of $8.7m, DPS () 45 53 6.0 70
whic h was 2% below guidance and our fo_recast Dividend Yield (%) 57 6.7 76 8.9
$8.9r_n. Th.|s was a_reasonable result given a PE adj. (x) 10.8 0.7 8.3 74
volatile period for equity markets. Key points: EV / EBITDA (x) 8.4 6.6 5.7 5.0
. EV/EBIT 8.4 6.6 5.7 5.0
¢ Reported NPAT was $6.6m, included a $2.1m Geari O/(X) h 20/ 10 20/
fter-tax settlement for Westpoint claims earing (%) cas 0 ’ e
a ' EBIT Margin (%) 53.5 52.9 54.1 55.2
+  Result includes a 7.5 month contribution from Interest Cover (x) 115 185 337 2269
the Lonsdale and Wrap businesses.
e Costs were higher than expected with the Earnings Adjustments
Zgi/t-to-income ratio at 48% vs. guidance of Y/e Jun ($m) 2008A  2009F  2010F
0.
Previous NPAT ($m) 8.9 12.2 13.6
e 2H08 FUA levels fell 9% from 1H to $8.1bn, Change in NPAT (%) -2% -4% 1%
with weak equity market continuing to impact Previous EPS (cps) 7.6 8.4 9.3
growth. A positive for the group, however, is that Change in EPS (%) -4% -4% 2%

net inflows remain solid with $451m in the 2H.

e Forecast changes. No guidance was provided BIY Sleo P ) Vel
for FY'09; we have taken a conservative
approach and reduced our forecasts by 4%. Our

FY’10 forecasts are largely unchanged. :'22 ] 10
* Keyrisk remains that equity markets will remain $1.60 1 08
weak throughout FY’09, which will impact FUA $1.40 4 L 06
through both investment performance and ‘
inflows. $1.20 A L 0.4
$1.00 4
* Investment view . Buy. While the share price is - 0.2
unlikely to bounce significantly given current $0.801 tmm
volatility in equity markets, it should be $0.60 - 0.0
supported near-term by the current buy-back. 8/06 4107 12/07 8/08

. . . ——DKN . Vol (m)
DKN'’s underlying business remains sound and

solid FUA net inflows are a major positive.
Longer-term the firm is well-placed for any

recovery in equity markets.
Contact Details

We maintain our $1.00/share price target, which

is a 25% discount to our DCF valuation of Jon Fernie John Buonaccorsi
$1.34/share (previously $1.36/share). jfernie@austock.com jbuonaccorsi@austock.com
613 8601 2618 613 8601 2661
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FY’08 RESULT

Includes 7.5month
contribution from
Lonsdale & Wrap.

Solid net cash
position.

Cost-to-income
ratio higher than
expected at 48%

Reduced FY’'09
forecasts by 4% to
be conservative.

RESULT SUMMARY

Earnings.

Product & platform revenues were $18m, with an EBIT contribution
(pre-unallocated expenses) of $13m.

Lonsdale revenues were $5.4m, with an EBIT contribution (pre-unallocated
expenses) of $1.7m.

Minority equity investments  contributed NPAT of $1.9m, up from $1.0m in pcp.
This was driven by further investments in financial planners- UPA and MWP.

Balance sheet. DKN had no net debt with cash of $16.7m as at 30 June 2008. Due to
the current buy-back and potential further minority investments, the group maintains debt
of $16m on its balance sheet.

Cash flow. DKN delivered operating cash flow of $2.7m, up from $1.9m in pcp.
Other points:

Funds Under Advice (FUA) reached $8.1bn, which was down 9% from 1H and
below guidance of $8.4bn. According to DKN, market movements impacted FUA by
18%. Importantly, net inflows remained solid with $451m recorded in the 2H.

Cost-to-income ratio was higher than expected at 48% vs. guidance of 45%. Going
forward we expect it to slowly reduce towards the 40% level over the next 3-4 years.

Buy-back is over 50% complete and should support the share-price over the
near-term. DKN is buying back up to 5% of shares, which should be completed in
1H'09.

FORECAST CHANGES
We have reduced our FY'09F EPS forecasts by 4%, mainly due to the impact of current

market conditions on inflows and FUA growth. Our forecasts for FY'10 remain largely
unchanged.

Austock forecasts and analysis

$(m) — unless stated

Revenues
EBITDA
NPAT
NPAT Adj
EPS- Adj

FY'07A FY'08A Comment FY'09F FY'10F
111 24.9 Includes share of associate profits 33.6 37.3
6.6 13.6 18.2 20.7
49 6.6 Includes $2.1m settle for Westpoint claims 11.7 13.7
4.9 8.7 11.7 13.7
7.0 7.3 8.1 9.5

Source: Austock estimates and company financials
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DKN Financial Group Ltd

Price $ 0.79 Date 26-Aug-08
Market Cap $113 m Model Update 26-Aug-08
PROFIT & LOSS ($m) KEY RATIOS
Y/E 30 June 2007A 2008A 2009F 2010F 2011F Y/E 30 June 2007 A 2008A| 2009F  2010F  2011F
Revenue 111 24.9 33.6 37.3 40.1 EBIT Margin (%) 54.9 53.5 52.9 54.1 55.2
EBITDA 6.1 13.6 18.2 20.7 22.7 NPAT Margin (%) 44.1 34.8 35.0 36.7 38.5
Depreciation & Amortisation 0.0 0.3 05 0.5 0.5 ROE (%) 10.9 5.2 7.0 7.9 8.6
EBIT 6.1 13.3 17.8 20.2 22.2 ROA (%) 13.8 7.8 10.0 11.0 12.0
Interest expense 0.5 -1.2 -1.0 -0.6 -0.1 ROIC (%) 10.8 5.2 7.3 8.1 8.8
PBT 6.6 12.2 16.8 19.6 22.1 NTA per share ($) 333 13.2 14.3 18.1 224
Income Tax 1.7 35 5.0 5.9 6.6 Eff Tax Rate (%) 30.0 30.0 30.0 30.0 30.0
Adjusted NPAT 4.9 8.7 11.7 13.7 154 Interest Cover (x) cash 115 185 33.7 226.9
Abnormal 0.0 -2.0 0.0 0.0 0.0 Net Gearing (%) cash cash 1.5% 1.1% -1.9%

Reported NPAT 4.9 6.7 11.7 13.7 15.4
BALANCE SHEET ($m) VALUATION PARAMETERS
Y/E30 June 2007A 2008A 2009F 2010F 2011F Y/E 30 June 2007 A 2008A| 2009F  2010F  2011F
Cash 3.1 16.8 75 51 5.4 Adj EPS (cps) 7.0 7.3 8.1 9.5 10.6
Debtors 1.4 4.6 6.1 6.8 7.3 PIE (x) 11.2 10.8 9.7 8.3 7.4
Inventory - - - - - PER Rel (XOI) -45% -31% -30% -32%
Intangibles 20.1 146.9 146.7 146.5 146.3 PER Rel - Small Indust. -46% -28% -30% -31%
PP&E 0.1 1.2 1.3 1.4 15 Enterprise Value ($m) 54.9 112.6 116.4 115.7 110.5
Other assets 22.6 19.3 194 19.5 19.6 EV / BBITA (x) 8.9 8.3 6.4 5.6 4.9
Total Assets 47.2 188.7 185.6 188.4 189.9 EV /EBIT (x) 9.0 8.4 6.6 5.7 5.0
Borrow ings - 16.0 10.0 7.0 2.0 Price / NTA (x) 0.0 0.1 0.1 0.0 0.0
Trade Creditors 1.0 3.8 51 5.7 6.1 DPS (cps) 6.0 4.5 53 6.0 7.0
Other Liabilities 1.6 3.0 3.0 3.0 3.0 Dividend Yield (%) 7.6 5.7 6.7 7.6 8.9
Total Liabilities 25 22.8 18.1 15.7 111 Franking (%) 100 100 100 101 102
NET ASSETS 44.7 165.9 167.5 172.8 178.8 CFPS (cps) 1.3 1.9 4.7 6.3 7.5
P/ CFPS (x) 59.4 41.8 16.6 12.5 10.5
CASHFLOW STATEMENT ($m) DCF VALUATION & SENSITIVITY
Y/E 30 June 2007A 2008A 2009F 2010F 2011F
Operating EBITDA 6.1 13.6 18.2 20.7 227 PV Forecast CF (07-09) 36.1 Risk Free Rate 6.5%
- Interest & Tax Paid 0.1 4.7 6.0 6.5 6.7 PV Grow th CF (10-15) 57.3 Equity Risk Premium 5.0%
- Inc in Working Cap./ other 4.1 6.3 54 52 51 PV Perpetuity 99.7 Equity Beta 14
Operating CF 1.9 27 6.8 9.1 10.8 Cost of Equity 13.4%
- Maintenance Capex (0.0) (0.1) (0.1) (0.1) (0.1) Total 193.1 D/I(D+E) 0%
Free Cashflow 1.9 2.7 6.8 9.0 10.8 Less Net Debt (0.8) WACC 13.4%
- Ord & Pref Dividends (2.7) (4.2) (7.1) (8.3) (9.5) NPV ($m) 193.9 Terminal WACC 11.5%
- Expansion Capex 0.0 0.0 0.0 1.0 20 NPV per share $ 1.34 Terminal Growth 3.5%
- (Acquisitions)/disposals (3.6) (29.5) (5.0) 0.0 0.0
+ Share issues 0.0 25.7 (0.9) 0.0 0.0
- other 2.0 2.9 2.9 2.9 2.9 Terminal WACC
+/-Borrow ings / Other 0.0 16.0 (6.0) (6.0) (4.0) Terminal Growth Rate 9.5% 10.5% 11.5% 12.5%
Cash at end of period 31 16.8 75 6.1 7.4 00%l$ 123}|$ 117|$ 113]|$ 1.09
10% $ 130|$ 123|$ 117|$ 113
15%|$ 1.34|$ 126 |$ 120|$ 115
25%| $ 143|$ 134|% 126|%$ 1.20
INTERIM ANALYSIS 35% $ 157|$ 143[$ 134|$ 126
Y/E30 June 1HO8A 2HO8A 1HO9F 2HO9F Diff % 40%|$ 165|% 149|$ 138|$ 130
Sales 9.0 15.9 16.0 17.6 7%
EBITDA 53 8.4 8.4 9.9 59%
NPAT 3.6 5.1 53 6.5 48% GROWTH PROFILE (YoY)
DPS 1.0 3.5 2.5 2.8 150% Y/E30 June 2007A 2008A 2009F 2010F 2011F
Sales revenue ($m) 17% 125% 35% 11% 8%
DIRECTORS EBITDA ($m) 21% 122% 34% 14% 9%
NPAT ($m) 26% 7% 35% 17% 13%
Mr Rob Hunw ick Chairman Mr Peter Dunn Non-Exec Adjusted EPS (cps) 1% 4% 11% 17% 13%
Mr Chris Kelaher Non-Exec Mr Phil Butterw orth CEO DPS (cps) 20% -25% 17% 14% 17%
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Equities Research Team

Private Clients

Melbourne

Craig Stranger 613 8601 2010

Paul Jensz 613 8601 2068

613 8601 2644
613 8601 2661
613 8601 2605
613 8601 2065
613 8601 2618
613 8601 2616
613 8601 2628
613 8601 2671
613 8601 2640
613 8601 2085
613 8601 2680

Heath Andrews
John Buonaccorsi
Andrew Chambers
Andrew Cleeland
Jon Fernie

David Grossman
Thomas Hodson
Simon Oaten
Scott Pullan
Maribel Quiza

Chris Wiltshire
Sydney

612 9233 9603
612 9233 9604
612 9233 9635
612 9233 9638

Tim Gerrard
Hunter Hillcoat
Colin McLelland

Rohan Sundram

Institutional Sales

Head of Research, Emerging Companies

Research Strategy, Agribusiness &
Chemicals

Analyst

Diversified Financial Services Analyst
Infrastructure Analyst

Quantitative Data Analyst

Assistant Analyst

Analyst

Analyst

Oil & Gas Analyst

Assistant Analyst

Assistant Analyst

Assistant Analyst

Resources Analyst
Resources Analyst
Assistant Resources Analyst

Analyst

Melbourne
Tony Smith 613 8601 2041
613 8601 2635
613 8601 2011
613 8601 2022

613 8601 2014

Lawry Bugeja
Peter Hollick
Stuart Low

Enzo Salvatore

Chris Walker 613 8601 2038
Peter Ward 613 8601 2099
Matthew White 613 8601 2624
Robert Wood 613 8601 2031
Sydney

612 9233 9606
612 9233 9608
David Gulson 612 9233 9637
Desiree Hemberger 612 9233 9652
612 9233 9602
612 9233 9629
612 9233 9639
612 9233 9607

Leo Borovilas

Roderick Clarkson

Jock McLean
Stephen Smith
Gavin Todd
James Wilson
Asia

Chris Chia
UK

Roderick Clarkson

612 9233 9605

612 9233 9608

Head of Institutional Research Sales
Institutional Research Sales
Institutional Research Sales
Institutional Research Sales
Institutional Research Sales
Institutional Research Sales
Institutional Research Sales
Institutional Research Sales

Institutional Sales Trading

Institutional Sales Trading
Institutional Research Sales
Institutional Sales Trading
Institutional Research Sales
Dealers Assistant
Institutional Sales Trading
Institutional Research Sales

Institutional Research Sales

Head of Asian Sales

Head of UK Sales

Melbourne
Scott Young

Peter Atkinson

John Axsentieff
Alan Crute

Nick Fitzsimmons
Kate Hanrahan
Michael Heffernan
Peter King

Peter Mason
Daniel McFarlane
Simon Taylor
Patrick Trindade
Sydney

Alan Birkensleigh

David Dwyer
Josh Graham
lan Schlipalius

Mark Schwarz

613 8601 2674

613 8601 2652

613 8601 2042
613 8601 2621
613 8601 2029
613 8601 2058
613 8601 2053
613 8601 2002
613 8601 2015
613 8601 2639
613 8601 2069
613 8601 2669

612 9233 9625

612 9233 9643
612 9233 9645
612 9233 9621
612 9233 9642

Head of Private Clients
Client Advisor

Senior Client Advisor
Senior Client Advisor
Client Advisor
Client Advisor
Senior Client Advisor
Client Advisor
Client Advisor
Client Advisor
Client Advisor

Client Advisor

Head of Private Clients -
Sydney

Client Advisor - Options
Client Advisor - Options
Senior Client Advisor

Client Advisor - Options

Austock Equities Research - DKN Financial Group (DKN)

Page 4



Austock

Securities

OFFICE LOCATIONS AND DISCLOSURE

Melbourne Sydney Brisbane

Level 1, 350 Collins Street Level 9, 56 Pitt Street Level 3, 100 Eagle Street
Melbourne VIC 3000 Sydney NSW 2000 Brisbane QLD 4000
Phone: 613 8601 2000 Phone: 612 9233 9600 Phone: 617 3361 3303
Fax: 613 9600 1138 Fax: 612 9251 9368 Fax: 617 3229 4305

Recommendation Criteria

Investment View

Austock Securities Investment View is based on an absolute 1-year total return equal to capital appreciation plus yield.

Hold
> 20% 20% - 5% < 5%

A Speculative recommendation is when a company has limited experience from which to derive a fundamental investment view.

Risk Rating

Austock Securities Limited has a four tier Risk Rating System consisting of: Very High, High, Medium and Low. The Risk Rating is a
subjective rating based on: Management Track Record, Forecasting Risk, Industry Risk and Financial Risk including cash flow analysis.

Disclosure of Economic Interests

The views expressed in this research report accurately reflect the personal views of Jon Fernie and John Buonaccorsi about the subject
issuer and its securities. No part of the analyst's compensation was, is or will be directly or indirectly related to any recommendation or
view expressed in this report.

In addition, Jon Fernie and John Buonaccorsi certifies that none of the following persons holds an economic interest in the securities
covered in this report or other securities issued by the subject issuer which may influence the report:

the author of this report;

a member of the immediate family of the author of this report;

Austock Securities Limited;

an associate of Austock Securities Limited within the meaning of the Corporations Act.

Disclaimer/Disclosure

This publication has been prepared solely for the information of the particular person to whom it was supplied by Austock Securities
Limited (“Austock”) AFSL 244410. This publication contains general securities advice. In preparing the advice, Austock has not taken
into account the investment objectives, financial situation and particular needs of any particular person. Before making an investment
decision on the basis of this advice, you need to consider, with or without the assistance of a securities adviser, whether the advice in this
publication is appropriate in light of your particular investment needs, objectives and financial situation. Austock and its associates within
the meaning of the Corporations Act may hold securities in the companies referred to in this publication. Austock believes that the advice
and information herein is accurate and reliable, but no warranties of accuracy, reliability or completeness are given (except insofar as
liability under any statute cannot be excluded). No responsibility for any errors or omissions or any negligence is accepted by Austock or
any of its directors, employees or agents. This publication must not to be distributed to retail investors outside of Australia.

Disclosure of Corporate Involvement

Austock Securities Limited has not in the previous 12 months been involved in a publicly-announced transaction involving the payment of
a fee to Austock Securities Limited by the corporate issuer described in this report. Austock Securities does and seeks to do business
with companies covered in its research.

An associate of Austock has in the previous 12 months been involved in a publicly-announced transaction involving the payment of
corporate fees to Austock by DKN Financial Group (DKN). The total corporate fees received by Austock and its associates from the listed
entity described in this report during the previous 12 months amount to $7,000. That remuneration might reasonably be expected to be
capable of influencing Austock in providing the general advice in this publication.

Austock Securities reports are available on Bloombe rg, Reuters, FactSet, Capital IQ and www.austock.co m
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