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HE wipeout in the Billabong share

price is nearly complete. Down from

its peak of $14 a share in mid-2007 to

the current 15¢, it has fallen 99 per
cent in six years.

Significant shareholders Franklin
Resources, JP Morgan Chase and
Perennial all seem to be heading for the
exit door, while major lenders
Commonwealth Bank and HSBC are
selling their debt at 80¢-85¢ in the dollar.

The buyeris understood to be the New
York-based Centerbridge Partners, which
specialises in leveraged buy-outs and

THESHORT CUT

distressed securities.

Billabong (ASX: BBG) has 479 million
shares onissue, and at 15¢ per share, its
market capitalisation is $72 million.

Turning back the clock to April 2012,
TPG bid $842 million, or $3.30 per share,
for Billabong, but this was rejected.

A few monthslater, in July 2012, and
post another earnings downgrade, TPG
offered $695 million, or $1.45, a share.

While the $1.45 is less than half the $3.30
a share TPG offered previously, there had

been a $225 million rights issue for debt
reduction purposes in between, so the
number of shares on issue had grown from
258 million to the current 479 million.
After TPG exited a left-handerin

October 2012, president of the America’s
Division since 1998, Paul Naude, together
with a consortium of financiers, including

Sycamore Partners, “droppedin” a
$1.10-a-share bid in December 2012,

valuing the company at $527 million. This

was a slight premium to the $1.02 per

share, the price of the 6/7 rights issue,

which took place six months earlier.

A fourth bid was made in January 2013,

also at $1.10 per share, by VF Corp, the

owner of Timberland and the North Face

Brands, in conjunction with Altamont
Capital Partners.
On February 22, Billabong reported its

results for the six months to December
2012. The $537 million loss saw

Shareholders’ Funds cut from $1027 million
to $573 million. Net debt, inclusive of tax
liabilities and deferred payments, was
$253 million at 31 December 2012, down

$22 million from six months earlier.

Of significant concern was the
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with Roger
Montgomery

implosion in revenue from “continuing
operations” — down 15 per cent to
$701 million from $828 million in the
previous corresponding half-year.

Naude and Sycamore Partners, and VF
Corp and Altamont Capital, appeared to
have joined forces at this point and
responded with a conditional bid, in April
2013, at $0.60 per share, valuing the
company at $287 million.

Since this bid was withdrawn, Billabong
is now fighting for its corporate life and is
separately in discussion with none other
than Sycamore Partners and Altamont
capital “for alternative refinancing and
asset sale transactions”.

Launa Inman was appointed CEO of
Billabongin May 2012 after a very
successful career at Target. Ted Kunkel
resigned as chairman at the November
2012 annual general meeting after joining
the board of directors in February 2001.
Peter Myers, after a combined 18-year
career at APN News and Media and
Network Ten, joined as CFO in January
2013. Talk about timing!

One thing we say at Montgomery —it
doesn’t matter if you are an Olympic
rower; if the boat has a bad leak, you are in
trouble.

At Billabong, Inman has been frustrated
by her inability to fully implement a
transformation strategy while potential
bidders were going through the books.

But the biggest problem is probably the
fact that Billabong lacked focus. It was a
10-brand business operating in 100
countries with a wholesale, retail,
e-commerce, skate, surf and snow
strategy.

Surf wear isn’t a fashion statement
anymore, especially when dad starts
wearing a Billabong shirt. Big
international retailers with economies of
scale and slick e-commerce offerings are
cutting into Billabong’s traditional
market.

One year into Inman’s “the four-year
turnaround strategy”, and Billabong’s 15¢
share price and $72 million valuation is
telling us time may be running out.

Roger Montgomery is the founder of
Montgomery Investment Management
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EnergyAct 278 | -10 278 280 3.63 174 306 | 2.62f
EnergyDev 491 +03 490 499 499 222 452
EnergyOne .065 065 10 10 06
EnergyTec .005 005 .008 025 005
EnergyVen .004 004 .006 019 003 150
EnerjiLtd .003 003 004| 013|002 720
opt15 .001 00| .003| .001
Enero Grp .355 | +.015 355 36 665 305 60
Engenco 155 | +.01 15 155 493 A1 200
Entellect .001 001 002 005 001
Envestra 1.03 | +.045 | 1.025 103 1125 765 | 51793 | 5.73
EnvGrp .03 033 04 05 023
Enviromis 026 025 026 038 02 277
EnvironCT .008 .008 009 .02 007 | 4700
opti4 .004 003 004| .013| .003| 27000
EPayAsia 135 135 19 195 092
EquityTr 14.99 1492 | 1499| 1840| 11.10 4| 5.80f
ErinRes .03 02 21 007
ERMPower 257| +06 255 257 280 170 | 2529 | 3.70f
Eservglob 395 | +01 385 .395 AT 17 494
EthanePIF stpld 176 | +01 175 176 235 154 945 | 8.72p

40
13
14
29

19
30

EtherstacPlc cdi
Eumundi
EurekaGrp
Euroz

optl4
EVZ Ltd
ExcelaLtd
EzeatmLtd

F

Facilitat
Fairfax
Fantastic
FarmPride
FedCntres stpld
FFl

Fiducian
FinbarGrp
Firstfoli
Fis&PayHc
FKP Prop stpld
Flagship
FlatGlass
Fleetwd
FletchBld
FlexiGrp
FlightCtr
Folkestne
FonterrShr o/ust
ForestPlc
ForgeGrp
Frankland
FreedomNP
Freshtel
FRR Corp
FSAGrp
Funtastic

G8 Educat
GageRoads
GalePac
GalileoJT units
Gazal
GBLMaster
GBSTHIdgs
GeneraBio
GeneticT
GenHith units
Geodynam
GiDynamic cdi
GLGCorp
GlobalCon
GlobalHth
GlobalRes
Globelnt
Goconnect
Goldfields
GoodGrp stpld
GoodmFldr
GoodmPlus units
GowingBro
GPSAllianceHld
GPTGroup stpld
Graincorp
Grandbdge
Green Inv
GreenCap
Greencros
GREngine
GrowthPro stpld
GUD Hidgs
Guinness cdi
GWA Group

HansenTec
Harvey
HastingHY ordun
Heart Inc cdi
Hendersn cdi
HertgeBnk mat17
mat19
HFA Hold
HGL Ltd
HHGloVal
Hillcrest
Hills Hold
HitechGrp
HJ&B Grp
HLNGNotes cn16
cnl8
Holista
Homeloans
Hudsnlnv
Hunter
Hutchison

IAG
IAG Ltd cvprf
Icar Asia
IcashPay
ICSGlobal
IDTAust
1INet Ltd
ILH Grp
Imdex
IMF Ltd
IMMedical

opt16
Immuron

opt15
Impedimed
ImperialPac
IMSISKIF cdi
Imugene
IncitecPV
IndSkydiv
InfigenEn stpld
Infomedia
Infratil
IngeniaCom ustp
INGPriEq
IntegRese
Intermoco
Inv First
Inventis
Investa stpld
Invigor ordpp
InvigrGrp
InvionLtd
Invocare
100F
IPropGrp
Iress Ltd
Ironbark
ISelect
IShrsUBSCBnd etf
IShrsUBSGov etf
IShrsUBSTre etf
IslandSky
Isonea

optl4
ITL Ltd

JHardie cdi
Joyce
Jumbk Ent
Jumbo Int
JV Global
K&S Corp
K2 Energy
KAssetMgt
Katana
Katmandu
Keybridge
KingstonRes
KipMcGrat
Kogilron
Kollakorn
Konekt
KoonHldgs cdi
Korvest
Kresta
KTLTech
Landmark
LantrnHot! ustp
Laserbond
LBT Innov
Leaf Energy
LegendCor
Leighton
LendLease stpld
Life Comm
LincEnrgy
LindsayAu
LionSelct
optld
LivingCel
Logicamms
LondonCty
Longreach
Lycopodum

M2Telecom
MacCookPS ordun
Macmahon
MacgAtlas stpld
MacqGroup

cap
MacqRadio
MacqTel
MagellanF

1.00

.05
.065
1.00

.24
.055
04

2

5.91
.068

1945
166
99.65

8.00
9.73

-01

+.005
+.05
+.01
-09

+.06

+.05

+21
+.25

+.005

+19

+.035
+.065

+10

+.025
+.005
+01

+23

+01
+.065

-02
+.01

-01

-01
+16
+43

+.04

+07
+.25

+.105
+1.16
-15

-10
+19

5.59
100.75
425
095

225
6.12
075

180
001

41.66
99.80
.75
813
9.75

Supplied by AAI

89
10.74
9.99

54
730
2015

P/Pagen

225
18
444

166465
461

63822
3
1700
260
6282
3970
50
2684
16736
10864
6226
1760
18
5410
442

100
651

17444
3205
50

300
37

118
1022

35358

1
3493
2634

38
193

63656
2
2000

3522

2901
1413

42
6686
228
847

624
54

101

3050
2350
19772
20883
59304

256

182

8.00f

4.55f
6.58f
3.74

A71f

5.06
3.23f

4.11f
4.84f
5.26p
261f
12.05f

9.85f
5.49f

5.56f
4.34p
523p

3.72

15.13f
181p

6.16

508
967
10.00f
108
773
498
641
5.71f

742
5.56f

8.29f

321f

20.00f
123
4.80p

10.00f
3.00f
82f

nasters 02/07

—w

152

2%
22

11
10

29
266

25
11

46
478



