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(1m) (3m) (12m)

Price (A$) 190.69 184.27 162.24

Absolute (%) 7.8 11.5 26.7

Rel market (%) 3.5 8.9 17.8

Further Improved Offer under consideration 

REA has made two further indicative, non-binding proposals for 100% of issued and to 

be issued shares in UK property listings platform, Rightmove (RMV.UK, not rated), 

following the initial cash and scrip offer at an implied value of £5.6bn/A$10.9bn 

(705p/A$13.80ps). The third/Further Improved Proposal for 341p in cash and 0.0422 

new REA shares for every RMV share implies an increase in total offer value to 

approximately £6.1bn/A$11.9bn (761p/A$14.90ps). The second/Improved Proposal 

was rejected on the basis that the bids are “wholly opportunistic” and fundamentally 

undervalues RMV. RMV’s Board of Directors are yet to engage with REA, though are 

currently considering the latest Proposal. 

Where to from here? 

REA remains “immediately ready” to engage with the RMV Board to work towards a 

recommended transaction ahead of the 30 September deadline for a firm offer, under 

the UK code. In our view, RMV Directors can leverage the deadline to pressure REA 

into a compelling offer to RMV shareholders, which potentially requires a higher cash 

component within the deal structure than currently being offered to reflect RMV’s long-

term prospects. Use of REA scrip in the deal allows for RMV shareholders to maintain 

exposure to potential value creation. We estimate the Further Improved Proposal 

would be around 10% EPS accretive in FY26 (5% net synergies), which decreases to 

around 6% at a 45% premium, factoring estimated increases in share count and 

interest payments relating to third party debt required for the cash component 

Investment view: Maintain Buy, TP $226.00/sh 

We make no changes to our recommendation and do not factor in a possible RMV 

acquisition to our estimates at this stage. REA’s market leadership position in its core 

Australian market is currently returning 30%+ on invested capital through a virtuous 

free cash flow/platform re-investment cycle. Guidance for a return to the top end of its 

7-9% range of capex/revenue likely signals positive expectations for operating 

conditions during FY25 at this stage. 

Absolute Price  Earnings Forecast 

 

 
Year end June FY24a FY25e FY26e FY27e 

Sales (A$m) 1452.8  1697.3  1907.7  2133.7  

EBITDA ($m) 824.6  1007.8  1160.1  1338.7  

NPAT (adjusted) (A$m) 460.5  571.4  684.0  810.5  

NPAT (reported) (A$m) 302.8  569.9  684.0  810.5  

EPS (adjusted) (Acps) 348.6  432.5  517.8  613.5  

EPS growth (%) 29% 24% 20% 18% 

PER (x) 55.7  44.9  37.5  31.6  

FCF Yield 0.0  0.0  0.0  0.0  

EV/EBITDA (x) 31.2  25.5  22.2  19.2  

Dividend (A cps) 189.0  242.2  289.9  343.6  

Franking (%) 100% 100% 100% 200% 

Yield (%) 1.0  1.2  1.5  1.8  

ROE (%) 19.6  32.2  32.3  33.1  
 

SOURCE: IRESS  SOURCE: BELL POTTER SECURITIES ESTIMATES 
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Listings trends 

PropTrack listings growth 

 

Figure 1 - FY-to-date listings growth estimates  Figure 2 - National new listings growth YoY 

 

 

 
SOURCE: PROPTRACK, BELL POTTER SECURITIES ESTIMATES  SOURCE: PROPTRACK\ 

 

PropTrack listings table 

 

Table 1 - PropTrack new listings growth 

 
SOURCE: PROPTRACK 
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PropTrack New listings growth

YoY Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24 Jul-24 Aug-24

National -9% -11% -15% -24% -17% -15% -5% 4% 5% 16% 5% 0% 12% 17% -9% 32% 19% 1% 12% -1%

Sydney -16% -19% -23% -25% -18% -9% 9% 18% 21% 33% 12% 17% 28% 34% 1% 45% 29% 8% 12% 4%

Melbourne -15% -16% -21% -23% -19% -7% 9% 21% 10% 32% 19% 19% 28% 35% -5% 53% 36% 9% 15% 3%

Brisbane -7% -12% -16% -32% -21% -23% -14% -10% -4% 3% -2% -1% 5% 9% -9% 34% 17% 5% 16% 0%

Perth -15% -7% -10% -26% -23% -26% -17% -9% -13% -7% -8% -7% 0% 2% -21% 24% 5% -6% 15% -7%

R6M ending: Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24 Jul-24 Aug-24

National -11% -16% -17% -18% -17% -15% -14% -12% -9% -2% 2% 4% 7% 9% 7% 9% 12% 12% 12% 9%

Sydney -19% -26% -19% -22% -22% -17% -6% 6% 16% 24% 22% 21% 19% 26% 21% 27% 25% 27% 16% 8%

Melbourne -9% -20% -17% -20% -21% -16% -5% 8% 13% 21% 20% 23% 22% 27% 19% 28% 28% 33% 20% 9%

Brisbane -8% -17% -12% -20% -23% -25% -20% -16% -10% -4% -1% 0% 1% 4% 2% 11% 14% 19% 13% 7%

Perth -12% -16% -11% -14% -20% -25% -22% -17% -13% -10% -9% -7% -5% -2% -7% 1% 2% 8% 5% 1%

FTYD Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24 Jul-24 Aug-24

National -8% -8% -9% -11% -11% -11% -5% 0% 1% 5% 5% 4% 5% 7% 5% 7% 9% 8% 12% 6%

Sydney -14% -14% -15% -16% -16% -16% 9% 14% 16% 20% 19% 18% 20% 22% 19% 22% 23% 21% 12% 8%

Melbourne -7% -8% -10% -11% -12% -11% 9% 15% 13% 18% 18% 18% 20% 22% 19% 22% 23% 22% 15% 9%

Brisbane -7% -7% -8% -11% -12% -13% -14% -12% -10% -6% -5% -5% -3% -2% -3% 1% 3% 3% 16% 8%

Perth -10% -9% -9% -11% -12% -13% -17% -13% -13% -11% -11% -10% -9% -7% -9% -6% -5% -5% 15% 4%



 

 
 

Page 3 

REA Group (REA) 23 September 2024 

REA Group 

Company background 

REA Group engages in online property advertising, property-related services and financial 

services. In Australia, REA operates its flagship website: realestate.com.au which is 

Australia’s leading residential property website, it also operates several other websites 

including realcommercial.com.au, Australia’s leading commercial property website, 

Flatmates.com.au, a share property website, property.com.au, a property research 

website, PropTrack Pty. Ltd., a provider of property data services. REA group also 

operates in Financial Services through Mortgage Choice Pty Ltd, a mortgage broking 

franchise group and Campaign Agent Pty Ltd, a provider in vendor paid advertising and 

home preparation finance solutions. REA owns a 78% interest in REA India Pte. Ltd. 

operator of Housing.com, Makaan.com and PropTiger.com, which are online property 

advertisement and related services businesses.  

Founded in 1995 with the launch of realestate.com.au, REA Group has evolved from a 

property listings portal to a property, finance and data business. REA listed on the ASX in 

1999 and is the no 1 property website in Australia.  

Investment Thesis 

We maintain a Buy recommendation and a $226/sh Target Price, set using a weighted 

blend of SOTP (40%), DCF (20%) and P/E (40%). We prefer REA due to its large audience 

and network effect, generating pricing power and an economic moat that is difficult to 

duplicate. REA’s continues to entrench its market leader position through a virtuous free 

cash flow/platform re-investment cycle which is returning 30%+ on invested capital. We 

see some relative value emerging end-FY25 with REA trading on fwd looking discounts to 

current TTM multiples. 

Risks to our thesis and valuation include: REA’s ability to pass through targeted double 

digit price rises, stubborn inflation/hawkish outlook for interest rates negatively impacting 

market activity, or competitors taking market share 
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Key risks 

Key risks related to REA include, but are not limited to: 

Economic risk: Fluctuations in economic conditions, including changes in interest rates, 

inflation, housing prices, global economic growth and unemployment could negatively 

impact real estate listings volumes, new developments and mortgage transactions (for 

REA’s Mortgage Choice), driving revenue lower.  

Technology risk: Aged and fragmented technology systems may impact REA’s flexibility, 

speed and funding of the business in its normal operations and getting products to market.  

Competition & disruption risk: The development of new technologies and increased 

competition from existing or new products (e.g. the recent launch of view.com.au) could 

affect the existing business model.  

Cyber security risk & system failure: Given the online nature of the businesses, 

cybersecurity breaches and system failures could result in business disruption, loss of 

consumer data and loss of corporate IP which would adversely impact the reputation and 

ability to meet business objectives.  

Loss of talented personnel: Loss of talented and key personnel could result in a 

deterioration in company culture and impact the businesses ability to deliver on strategy 

and business performance.  

Compliance & regulatory risk: Particularly relevant laws and regulations that REA, but 

are not limited to, laws governing the collection, storage and use of personal information, 

the provision of credit and credit assistance (REA) and general consumer protections. 

Failure to adhere to legal requirements could result in litigation and reputational damage.  

International risks: Specific to REA. Economic, political and legal risks exist in REA’s 

overseas markets, particularly in the USA and India. Different laws and customs increase 

risk of litigation resulting in potential reputational damage. 
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REA Group 
as at 23 September 2024 

Recommendation Buy 

Price $194.00 

Target (12 months) $226.00 

 
Table 2 - Financial summary 

 
 

SOURCE: BELL POTTER SECURITIES ESTIMATES 

Year end June 2023a 2024a 2025e 2026e 2027e Rating Buy

Profit & Loss (A$m) Share price (A$ps) 194.00

Revenue 1,183.2 1,452.8 1,697.3 1,907.7 2,133.7 Target price (A$ps) 226.00

 . . . Change 2.0% 22.8% 16.8% 12.4% 11.8% Shares on issue (m) 132.1

Operating Expenses 532.3 628.2 689.5 747.6 795.0 Market cap (A$m) 25,630.7

Operating EBITDA 650.9 824.6 1,007.8 1,160.1 1,338.7 Net Debt (A$m) 68.0

Deprec. & amort. (91.8) (113.5) (139.2) (138.1) (146.5) Enterprise Value (A$m) 25,698.7

EBIT 523.2 525.9 849.0 1,010.2 1,187.2

Net interest (10.3) (14.3) (10.9) (4.3) 4.8 Year end June 2023a 2024a 2025e 2026e 2027e

PBT 512.9 511.6 838.1 1,005.9 1,192.0 Valuation Ratios

Tax expense (168.2) (218.3) (268.2) (321.9) (381.4) Adjusted EPS (¢ps) 269.5 348.6 432.5 517.8 613.5

. . . tax rate 33% 43% 32% 32% 32% Change (% ) -7.5% 29.3% 24.1% 19.7% 18.5%

Minorities 11.4 9.5 1.5 0.0 0.0 Adjusted PE (x) 72.0 55.7 44.9 37.5 31.6

NPAT Attributable 356.1 302.8 571.4 684.0 810.5 EV/EBITDA (x) 39.5 31.2 25.5 22.2 19.2

Abs. & extras. 0.0 157.7 0.0 0.0 0.0 EV/EBIT (x) 49.1 48.9 30.3 25.4 21.6

Reported NPAT 344.7 293.3 569.9 684.0 810.5

P/CF (x) 54.2 43.5 35.1 31.6 27.3

Cashflow (A$m) 2023a 2024a 2025e 2026e 2027e FCF/share ($ps) 2.6 2.9 4.4 5.0 5.9

EBITDA 650.9 824.6 1,007.8 1,160.1 1,338.7 FCF yield (% ) 1% 1% 2% 3% 3%

Net Interest Expense (10.1) (12.6) (10.9) (4.3) 4.8

Tax Paid (173.2) (186.8) (268.2) (321.9) (381.4) NTA ($ps) 17.62 17.68 20.02 22.68 25.73

Change in Wkg Capital (18.2) (138.4) 3.4 (23.2) (24.9) P/NTA (x) 11.01 10.97 9.69 8.55 7.54

Other 23.3 102.6 (1.5) 0.0 0.0 Book Value ($ps) 11.48 11.95 14.28 16.91 19.94

Operating Cash Flow 472.7 589.4 730.6 810.8 937.2 Price/Book (x) 16.90 16.23 13.59 11.48 9.73

Capex (118.6) (137.3) (151.8) (151.1) (161.0)

Asset Sales 0.0 0.0 0.0 0.0 0.0 DPS (¢) 158.0 189.0 242.2 289.9 343.6

Acquisitions (15.0) (67.9) 0.0 0.0 0.0 Payout (% ) 58.6% 54.2% 56.0% 56.0% 56.0%

Free Cash Flow 339.1 384.2 578.8 659.7 776.2 Yield (% ) 0.8% 1.0% 1.2% 1.5% 1.8%

Dividend paid (217.1) (224.9) (281.7) (348.7) (415.3)

Other 0.0 (0.4) 0.0 0.0 0.0 Performance Ratios 2023a 2024a 2025e 2026e 2027e

Equity Issues (Reduction) (8.4) (22.0) 0.0 0.0 0.0 Revenue growth (% ) 2.0% 22.8% 16.8% 12.4% 11.8%

Change in debt (103.8) (192.5) 0.0 0.0 0.0 EBITDA growth (% ) -5.1% 4.0% 54.5% 16.2% 16.1%

(Inc.) /dec. in net debt 9.8 (55.6) 297.1 311.0 360.9 EBITDA margin (% ) 55.0% 56.8% 59.4% 60.8% 62.7%

EBIT margin (% ) 44.2% 36.2% 50.0% 53.0% 55.6%

Balance Sheet (A$m) 2023a 2024a 2025e 2026e 2027e OCF Realisation (% ) 132% 175% 114% 99% 98%

Cash & near cash 259.8 204.2 501.3 812.4 1,173.3 FCF Realisation (% ) 108% 191% 115% 96% 96%

Receivables 169.2 308.3 322.5 362.5 405.4 ROE (% ) 24.7% 19.6% 32.2% 32.3% 33.1%

Other 183.7 152.0 151.1 151.1 151.1 ROIC (% ) 29.3% 34.3% 35.4% 34.6% 34.1%

Current assets 612.7 664.5 974.9 1,325.9 1,729.8 Capex/Depn (x) 1.29 1.21 1.09 1.09 1.10

Fixed assets 17.7 16.2 15.2 14.7 14.3 Interest cover (x) 50.80 36.78 77.97 235.24 (248.11)

Right of use asset 72.7 65.2 65.2 65.2 65.2 Net Debt/EBITDA (x) 0.22 0.09 (0.17) (0.42) (0.63)

Intangibles 299.2 318.9 332.5 346.0 360.8 Net debt/equity (% ) 9% 5% -9% -21% -32%

Other 1,624.3 1,590.2 1,590.2 1,590.2 1,590.2 Current ratio (x) 1.70 1.53 2.41 3.15 3.94

Non current assets 2,013.9 1,990.5 2,003.1 2,016.1 2,030.5

Total assets 2,626.6 2,655.0 2,978.0 3,342.0 3,760.3 Divisional Revenue (A$m) 2023a 2024a 2025e 2026e 2027e

Creditors 123.0 144.6 135.8 152.6 170.7 Property & Online Advertising 1,043.5 1,276.1 1,486.3 1,662.7 1,849.5

Borrowings 0.0 0.0 0.0 0.0 0.0 Residential 804.9 995.7 1,176.3 1,329.2 1,502.0

Lease liabilities 10.5 8.8 10.5 10.5 10.5 Commercial & developer 141.6 158.7 170.0 178.5 187.4

Commission liabilities 117.5 118.2 118.2 118.2 118.2 Media, Data & other 97.0 121.7 140.0 155.0 160.0

Other 109.8 161.6 139.8 139.8 139.8 Financial Services 60.9 73.6 81.0 85.0 89.3

Current liabilities 360.8 433.2 404.3 421.1 439.2 India 78.8 103.1 130.0 160.0 195.0

Borrowings 316.7 272.4 316.7 316.7 316.7

Lease liabilities 76.0 0.0 0.0 0.0 0.0 Divisional EBITDA (A$m) 2023a 2024a 2025e 2026e 2027e

Commission liabilities 314.1 335.4 335.4 335.4 335.4 Property & Online Advertising 705.1 871.0 1,018.1 1,139.0 1,266.9

Other 42.0 35.2 35.2 35.2 35.2 Financial Services 11.1 18.6 21.5 23.0 24.1

Non current  liabilities 748.8 643.0 687.3 687.3 687.3 India (39.1) (35.8) (15.0) 0.5 19.6

Total liabilities 1,109.6 1,076.2 1,091.6 1,108.4 1,126.5

Net assets 1,517.0 1,578.8 1,886.4 2,233.6 2,633.8

REA Group (REA)
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 Recommendation structure 

 Buy: Expect >15% total return on a 

12 month view. For stocks regarded 

as ‘Speculative’ a return of >30% is 

expected.  

 Hold: Expect total return between -

5% and 15% on a 12 month view  

 Sell: Expect <-5% total return on a 

12 month view 

 Speculative Investments are either start-up 

enterprises with nil or only prospective 

operations or recently commenced 

operations with only forecast cash flows, or 

companies that have commenced 

operations or have been in operation for 

some time but have only forecast cash 

flows and/or a stressed balance sheet. 

Such investments may carry an 

exceptionally high level of capital risk and 

volatility of returns.  
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Research Coverage & Policies 

For Bell Potter Securities’ Research Coverage Decision Making Process and Research Independence Policy please refer to our company 
website: https://bellpotter.com.au/research-independence-policy/.  

Authoring Research Analyst’s Certification 

The Authoring Research Analyst is responsible for the content of this Research Report, and, certifies that with respect to each security that 
the Analyst covered in this Report (1) all the views expressed accurately reflect the Analyst’s personal views about those securities and 
were prepared in an independent manner and (2) no part of the Analyst’s compensation was, is or will be, directly or indirectly, related to 
specific recommendations or views expressed by that Research Analyst in the Research Report. 

Research Analyst’s Compensation 

Research Analyst’s compensation is determined by Bell Potter Securities Research Management and Bell Potter Securities’ Senior 
Management and is based upon activities and services intended to benefit the investor clients of Bell Potter Securities Ltd. Compensation 
is not linked to specific transactions or recommendations. Like all Company employees Research Analysts receive compensation that is 
impacted by overall Company profitability. 

Prices 

The Price appearing in the Recommendation panel on page 1 of the Research Report is the Closing Price on the Date of the Research 
Report (appearing in the top right hand corner of page 1 of the Research Report), unless a before midday (am) time appears below the 
Date of the Research Report in which case the Price appearing in the Recommendation panel will be the Closing Price on the business day 
prior to the Date of the Research Report. 

Availability 

The completion and first dissemination of a Recommendation made within a Research Report are shortly after the close of the Market on 
the Date of the Research Report, unless a before midday (am) time appears below the Date of the Research Report in which case the 
Research Report will be completed and first disseminated shortly after that am time. 

Dissemination 

Bell Potter generally disseminates its Research to the Company’s Institutional and Private Clients via both proprietary and non-proprietary 
electronic distribution platforms. Certain Research may be disseminated only via the Company’s proprietary distribution platforms; however 
such Research will not contain changes to earnings forecasts, target price, investment or risk rating or investment thesis or be otherwise 
inconsistent with the Author’s previously published Research. Certain Research is made available only to institutional investors to satisfy 
regulatory requirements. Individual Bell Potter Research Analysts may also opt to circulate published Research to one or more Clients by 
email; such email distribution is discretionary and is done only after the Research has been disseminated. The level and types of service 
provided by Bell Potter Research Analysts to Clients may vary depending on various factors such as the Client’s individual preferences as 
to frequency and manner of receiving communications from Analysts, the Client’s risk profile and investment focus and perspective (e.g. 
market-wide, sector specific long term and short term etc.) the size and scope of the overall Client relationship with the Company and legal 
and regulatory constraints. 

https://bellpotter.com.au/research-independence-policy/
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Disclaimers 

This Research Report is a private communication to Clients and is not intended for public circulation or for the use of any third party, 
without the prior written approval of Bell Potter Securities Limited. 

The Research Report is for informational purposes only and is not intended as an offer or solicitation for the purpose of sale of a security. 
Any decision to purchase securities mentioned in the Report must take into account existing public information on such security or any 
registered prospectus.  

This is general investment advice only and does not constitute personal advice to any person. Because this Research Report has been 
prepared without consideration of any specific client’s financial situation, particular needs and investment objectives (‘relevant personal 
circumstances’), a Bell Potter Securities Limited Broker (or the financial services licensee, or the representative of such licensee, who has 
provided you with this report by arrangement with Bell Potter Securities Limited) should be made aware of your relevant personal 
circumstances and consulted before any investment decision is made on the basis of this Research Report. 

While this Research Report is based on information from sources which are considered reliable, Bell Potter Securities Limited has not 
verified independently the information contained in this document and Bell Potter Securities Limited and its directors, employees and 
consultants do not represent, warrant or guarantee expressly or impliedly, that the information contained in this Research Report is 
complete or accurate.  

Nor does Bell Potter Securities Limited accept any responsibility for updating any advice, views, opinions or recommendations contained in 
this Research Report or for correcting any error or omission which may have become apparent after the Research Report has been issued.  

Bell Potter Securities Research Department has received assistance from the Company referred to in this Research Report including but 
not limited to discussions with management of the Company. Bell Potter Securities Policy prohibits Research Analysts sending draft 
Recommendations, Valuations and Price Targets to subject companies. However, it should be presumed that the Author of the Research 
Report has had discussions with the subject Company to ensure factual accuracy prior to publication.  

All opinions, projections and estimates constitute the judgement of the Author as of the Date of the Research Report and these, plus any 
other information contained in the Research Report, are subject to change without notice. Prices and availability of financial instruments 
also are subject to change without notice.  

Notwithstanding other departments within Bell Potter Securities Limited advising the subject Company, information obtained in such role is 
not used in the preparation of the Research Report.  

Although Bell Potter Research does not set a predetermined frequency for publication, if the Research Report is a fundamental equity 
research report it is the intention of Bell Potter Research to provide research coverage of the covered issuers, including in response to 
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