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UQ SMIF’s Position
Consideration must be given to UQ SMIF's history with Data#3 and its strategic investment framework.

Seek to take advantage of perceived mispricing through disciplined 
fundamental analysis and minimising exposure to non-systematic 

risk. Uphold active portfolio management to deliver sustainable, 
long-term value while embracing responsible investing principles. 

SMIF’s long-only investment strategy aligns with Data#3’s growth 
prospects and strong management team.

Long-term Value Creation: Asset prices closely reflect intrinsic value 
over the long-term.

Portfolio Diversification: 6 portfolio constraints ensures no material 
exposure to non-systematic risk factors.

Impact: Believe people, culture and social responsibility drive structural 
competitive advantages.

2017

2025 Feb.

UQ SMIF was established in 2017 and received a 
$200K donation in 2018.

11.06% return and +0.07% contribution following 
strong H1 FY25 results. Ranked among top 5 
contributors to the fund.

21.73% decline in DTL share price and -0.40% 
contribution following H1 FY24 results.

UQ SMIF initial investment into Data#3 – 2.41% 
Portfolio Weight.2023 July

2024 Feb.

Industry Diversification

UQ SMIF IT Breakdown

SMIF’s Investment Philosophy SMIF’s History with Data#3

Current Portfolio Holdings
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Investment Summary
Proposed undervaluation of Data#3, due to strong, long-term IT demand, market undervaluation of AI and disciplined capital and ESG management. 

Investment ThesisRecommendation: Overweight

    

    

    

    

     

     

     

  
  
  
  
  
  
  
 

Target Price: A$10.02 (38.64% Upside)

ASX:DTL
Price: A$7.23 (01/04/2025)

$10.85 (+50.03%)

$10.02 (+38.64%)

$7.99 (+10.47%)

Price Catalysts

PIC Capital believes the market is 
overlooking Data#3’s long-term growth 

potential amidst recessionary fears.

Data#3 continues delivering resilient 
performance, underpinned by recurring 

client demand and a strong business 
model.

Medium-long-term growth in IT 
infrastructure demand. 

Undervaluation of Data#3’s strategic 
positioning in SaaS, Cloud and AI adoption.

Capital-light business model 
and disciplined ESG focus.

1

2

36.35% 
Revenue CAGR

8.92%
CAPM WACC

Stagnant share price amid recent market 
and macroeconomic uncertainty.

Significant upside 
potential in base, bear and 

bull cases.

8.26%
Fama-French ESG WACC
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Company Overview
Data#3 is a leading Business Technology Solutions provider, leveraging world-leading vendor technologies.

 

   

     

     

     

     

     

     

     

                            

 
  
  
 
  
 
 
 

              

                                                              

Forecast

Growth 
Strategies: Strong Vendor 

Partnerships
Defensive Client 

Contracts

Software-as-a-
Service (SaaS) 

Offerings

Data#3 Key Metrics

1.42B
H1 FY25 Total 

Revenue

70%
Recurring 
Revenue

Share Price Performance

Infrastructure Solutions (INS)

Software Solutions (SWS)

IT Services

Modernising hardware, networking and hybrid cloud 
infrastructure through procurement and deployment.

Largest revenue stream, from enterprise software licensing, SaaS, and cloud suites, 
including Microsoft 365, Azure, Cisco and cybersecurity solutions.

IT consulting and project management, with expertise in cloud migration, 
cybersecurity and AI integration to meet rising technology support demand.

235M
INS 

Revenue

300
Customer 

Groups

976M
SWS 

Revenue

+25%
SaaS 

Adoption

209M
IT Services 

Revenue

14
Years Av.

Tenure

29M
EBITDA in 
H1 FY25

+4%
YOY from 
H1 FY24

Historical

Data#3 Operations Overview
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Industry Overview
The Australian ICT industry is rapidly expanding, with Data#3 strategically-positioned to capitalise on sector-wide digital transformation and AI adoption.

Government

Firms struggle to monitor cyberattacks in-
house due to a 33% national skill shortage.

Clients consolidating around a single 
vendor, notably Microsoft and Cisco.

8.7% IT Spending CAGR, driven by device 
refresh cycles and hybrid work models.

 

  

  

  

  

   

   

                                                        

 
  
  
 
  
  
  
 

    

1

2

3

Infrastructure Solutions

Software Solutions

IT Services

Forecasted

Competitor Universe
LowImpact of 

regulations

High

Threat of new 
entrants

Low High

Buyer Power
Low

Supplier Power
Low High

Threat of 
substitutes

Low High

Industry rivalry
Low High

Key Demand Drivers

Delivering Adobe, Microsoft and "device as a service.”

Due to rapid blended learning adoption, following 4.6% 
total and 18.5% private enrolment growth since 2019. 

Education

6.7% CAGR FY25-FY30

Urgent, industry-wide digital shift, with 
Windows 10/11 upgrade and COVID-19 
hardware refresh.

Public sector digital push, backed by the 
$213bn Public Infrastructure Pipeline 
to deliver digital services by 2030.

1

2

3

Working with government agencies. 5+ years as the sole, 
government-wide Microsoft licensing provider.

With Data#3 WA’s preferred provider.

11.3% CAGR FY25-FY30

20+ Years

30+ Years

  
   

Australian ICT Industry Characteristics

Widespread AI adoption requires cloud 
solutions, computing power and expert 
ICT services.

Market Share:

25+ Years

Healthcare

As a trusted partner to healthcare providers.

The eHealth transition is fuelling SaaS spending on 
mobility and security solutions for clinics.

7.6% CAGR FY25-FY30Market Size

Data#3’s Competitive Advantages
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Investment Thesis 1 – Recurring Revenue Momentum
Strong position in defensive sectors to drive growth in recurring revenue, with multi-year growth opportunities.

Data#3’s multi-year contracts in government, healthcare, 
education and energy anchor recurring revenue and post-Covid 

hardware refresh cycle, drives steady top-line momentum.  

240.2m PCs end-of-life 
globally as of 2024. 

42% of PCs to be refreshed 
by 2028.

Industry leader positioned to 
capitalise on Windows 10 to 11 

migration, through wave of 
hardware refreshment.

70%
Of Revenue is 

Recurring

65%
Infrastructure Solutions (INS) 

Revenue from Defensive 
Sector Clients.

Falling Australian cash rates 
lowering borrowing cost.

Lower borrowing costs boosting 
business investment.

Faster decision-making to clear 
back-log of IT expenditure. 

Only trusted local player for 
critical tech investments.

Driven by Multi-year Contracts and Covid-Era Refresh Cycle 

Infra-Solutions Revenue Growth Drivers

Resilient customer mix from 
defensive sectors.

Preferred Government partner 
for sovereign-data projects. 

Substantial hardware demand 
from Windows 10/11 upgrades. 

1

2

3

Strong Growth in Infra-Solutions Revenue

Projected Share of PCs with AI Capabilities (%)

Monte Carlo of Future RBA Cash Rates

Accounting for transmission uncertainties, gradual 
convergence towards 2.66% rate is expected for 2029.

Borrowing

Incentives

Investments

40%
Of schools seeking to 
become highly tech 
enabled in 3 years.

$200m Govt-
wide Microsoft 

Contract 

$20.6m Cisco 
Contract to Main 

Roads WA

$96m Govt Digital 
Transformation Agency 

Contract

$18m WA Energy Utility 
& $45m National Health 

Contract
$35m QLD Hospital 
Network Contract

$55m Aged Care 
Digital Contract

2018 2023 2025 202620242021 2027 2028

$110m QLD Dept of 
Education & $85m 

NSW Health Contract

300000

350000

400000

450000

500000

550000

2019 2020 2021 2022 2023 2024

Re
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Shortage of non-AI hardware supported by lowering rates

Positioning
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Investment Thesis 2 (a): Strategic Leverage, not Reinvention
Data#3’s business strategy is defined not by in-house innovation, but by integration excellence.

+200 
more

Key Partner Highlights

Strong partnership since 1994
Leading Gold Certified Partner
Awarded ANZ MWP of the Year

Strong partnership since 1995 

Leading Gold Certified Partner
Awarded Global Partner of the Year

Strong partnership for 30+ years

HP Power Services Partner status
Inaugural HP Amplify Partner

Economies of Scale: Hyper-scaler partnerships enable 
wider SWS delivery, cost reductions and expanding 
margins above industry norms.

Specialist Certifications: Investments into 
certifications, including MSP Cert., to position Data#3 
as a preferred partner and reinforce market leadership.

Long-Term Vendor Relations: Strategic partnerships 
ensure stable procurement, early product access and 
pricing advantages over competitors.

Key market player, serving as a 
weathervane for all AU B2B 
applications and software.

AI and Cloud Infrastructure Expansion: 
$80B AI investment and 3 new data centres 
planned by 2026; driving Azure's growth 
and 30% increase in regional demand.

Stellar Q3 FY25 Financial Performance: 
+50% YoY cloud revenue growth to $35B, 
with net income +20% to $22B, smashing 
analyst expectations.

Microsoft 365 & Copilot: +60% enterprise 
adoption of Copilot, driving $10B in M365 
subscription revenue (FY25), with 70% 
productivity gains (29% faster).

Outlook and Guidance: Microsoft projects 
+15% cloud revenue growth for FY26, 
targeting $150B in total revenue, supported 
by AI and hybrid work trends.

Certified MSP and Copilot 
integrator, Data#3 is well-

positioned to serve core sectors. 

Gold Partner Universe

Partnerships with World-leading Technology Vendors

Local presence aligns with “Buy 
Australia First” policies, a growing 
priority in public sector procurement.

Offshore

Onshore

Nearshore

32%

27%

41%

Microsoft: A Powerful Tailwind for Data#3 Strategic Government Preference & “Buy Australia First”

Customers’ Choice: Data#3
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Investment Thesis 2 (b) – AI Integration Underappreciated 

 

  

  

  

  

  

 o  lans  e t    Months Im lementation   ot
   anding U grading

   anding U grading
Im lementation

Decreasing Removing

Case Study: Dot Com Boom 

Massive investment in web development, NASDAQ surged from 
$11.4b to $105b from 1995 - 2000. 

Lack of integration: Many 
companies did not properly 

integrate web into core business 
model. 

2001: NASDAQ plummeted 
76.81%, erasing trillions in 

market value.

Amazon, eBay, Google:
Winners integrated web into core operations.

1 of 92 Australian businesses have 
Implemented AI. 

91% Business are integrating AI.

24% Have seen a reason to 
further invest in AI solutions.

Australian Businesses with AI Integrated (%)

0% 20% 40% 60% 80% 100%

Strategy & Corporate Finance

Supply Chain & Inventory…

Marketing & Sales

Service Operations

Software Engineering

Products or Service Development

10% 6-10% 5% Less

Substantial Demand for AI Integration in Medium-long Term

AI Implementation Market

The winning companies will be AI 
integrators.

Increased data.

Currently, massive investments in AI 
technology is driven by: 

$391b in AI Market % CAGR

Strong ROIs from Current AI Integration

$2b Digital Economy Strategy tailwinds from 
governments pivoting from traditional mining & 

agriculture sectors towards digital infrastructure.

Strong SME demand for packaged AI + Software as a 
Service (SaaS) + cloud solutions.

Strong ROIs of from early AI integration.
1

2

3

Data#3 offers both AI integration and advisory 
expertise, buffering its risk of heavy R&D into AI 

solutions by piggy-backing on tech giants.

Advancements in computer power.

Powerful generative models.

Return on Investment (%) from Gen AI Usage in H2 2024

In the shift from AI hype to integration, Data#3’s early groundwork set up for strong gains
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https://www.mckinsey.com/featured-insights/sustainable-inclusive-growth/charts/gen-ais-roi



$6mm
Cash
Buy-out 

Investment Thesis 3
Data#3’s debt-averse approach enables agile strategic investment in the fast-evolving IT services industry.

First Dividend 
Increase: 
+8% YoY.

Sustainability 
Achieved: 100% 

renewable energy 
sourced for WA.

Continued 
Shareholder 

Returns: 2x dividend 
increase (+6%), 

backed by strong 
FCF/Rev (8.4%).

Strengthened 
Balance Sheet: 

Net cash position 
with minimal 

leverage 
(D/E = 0.02x).

Most Capital-Flexible Leader Among Competitors

1.64% D/V

98.36% E/V

Data#3 combines strong margins and low capex intensity with conservative leverage - 
enabling efficient, capital-light growth.

Cash Conversion & 
Payables 

Efficiency: 
Receivable Days cut 

by 60%, Payable 
Days Cut by 54%.

H1 FY24

Case Study: Business Aspect Acquisition (2014)

+18.9%
Services Revenue

+11.4%
Services Gross 

Profit

FY2014-15

NPAT

+40.94%
$7.5m $10.6m

EPS

+40.89%
4.89c 6.89c 

DPS

+40.00%
4.5c 6.3c

Data#3’s capital light business model fueled their transition from a product-
centric to a service-driven approach, expanding their consulting capabilities. 

Swift bolt-on 
acquisitions 

without layering 
debt.

Agile M&A

Trend Capture

Services Expansion

Operational Diversification

Freed up cash enables rapid response to 
emerging tech trends with minimal debt risk.

Enables scalable growth by expanding into niche 
service areas, such as cybersecurity.

Strengthens operational resilience by broadening 
the range of services and sectors served.

Vendor Provides 
License

Sells Product

Earns 
Commission
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Service Revenue ($M) Service Gross Profit ($M)

Milestones

DTL DDR MAQ BVS RUL WTC

NPAT Margin 5.40 3.50 9.10 3.50 8.60 25.20

D/E Ratio (%) 1.66 147.80 28.70 13.00 12.80 4.70

CAPEX Ratio 
(%) 0.07 0.18 37.63 1.50 1.09 2.40

Asset-light, capital-efficient model reduces 
reliance on debt and preserves liquidity.

Vendor Partnerships Slash Upfront 
Investment and capital expenditure on R&D.

H1 FY25



$6.15 

$7.10

$8.36

$10.06

$9.10

$10.26

$6.88

$7.42

$7.38

$7.35

$7.06

$10.81

$9.18 

$10.55

$9.71

$13.69

$10.82

$13.99

$8.01

$9.35

$17.70

$18.36

$16.00

$23.75

Valuation
Range of valuation methodologies indicate Data#3 is trading at a $10.02 (38.64%) discount to fair value.
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NTM EV/EBITDA

NTM P/E

Fama-French ESG 
DCF (Exit Multiple)

Fama-French ESG 
DCF (Perpetuity)

CAPM DCF (Exit Multiple)

CAPM DCF (Perpetuity)

LTM EV/EBITDA

LTM P/E

52-Week Trading Range

Current Price: 
$7.23

Target Price:
$10.02

Methodology Share Price

Re
la

tiv
e 

Va
lu

at
io

n

Key Insights
$10.02

Target 
Price

38.64%
Potential 

Upside

Valuation Methodology

70%

10%

20%

Blended 
DCF

Blended 
DDM

Blended 
RV

More accurately 
capture growth.

Incorporates 
Data#3 consistent 

payout ratio.

Sense-check with 
market multiples.

60%

40%

Fama-
French ESG 

WACC

CAPM 
WACC

Includes 
additional 

variables for 
higher accuracy 

regression.

WACC Methodology

$7.23
Current Price
(01/04/2025)

$10.85
Target 
Price

50.03%
Potential 

Upside

$7.99
Target 
Price

10.47%
Potential 

Upside

BASE

BULL

BEAR

Fama-French 
ESG DDM

CAPM DDM

Analyst Coverage

Commentary

• Low: $6.15 on 13-Feb-25
• High: $9.18 on 21-Aug-24

• Wilsons: $9.15
• JP Morgan: $8.30

• Low: Iress at 17.58x
• High: WiseTech at 87.79x

• Low: Iress at 17.58x
• High: WiseTech at 161.80x

• Low: Dicker Data at 12.25x
• High: WiseTech at 66.98x

• Low: Bravura at 12.48x
• High: WiseTech at 124.23x

• Assume 5-year DCF with 
2.86% TGR and 8.92% WACC

• Assume 5-year DCF with 20.68x 
Exit-Multiple and 8.92% WACC

• Assume 5-year DCF with 20.68x 
Exit-Multiple and 8.26% WACC

• Assume 5-year DCF with 
2.86% TGR and 8.26% WACC

• Assume constant payout ratio 
of 90% and 9.00% Re

• Assume constant payout ratio 
of 90% and 8.35% Re



Data#3’s Management, People, and Culture
Data#3’s success is driven by a history of strong leadership which fosters integrity, innovation, and diversity

Meet Data#3’s Ambitious Management Team

3.7

4.1

3.4

3.7

4.1

Culture

Diversity

Work Life Balance

Senior Management

Compensation

Key Views and Values

Fostering a culture centred on honesty 
to boost relationships with 

shareholders.

FY25 Onward Improvements

EGM
25+ years in 

Data#3. Oversees 
the service 
portfolio.

Secretary
20+ years tenure in 

Data#3. 25 years 
experience in 

technology-related 
in-house roles.

CFO
20+ years across 

ASX-listed 
companies, 

including Cardno 
and Silver Chef.

CPO
30+ years in ICT 
industry. Guided 

Data#3 to 
Employer of Choice 
award last 8 years.

CCO
18 years in Data#3 

with 25+ years in 
the Technology 

industry.

Structure Board
Change in board structure to 

limit terms to 4 years – 
boost perspectives.

Embrace Program
Increase diversity and 

inclusion to help bolster 
perspective and skills.

Risk Management
Change in risk management 
policy procedures to identify 

possible issues early.

Remuneration
Increase to non-board 

employees, creating more 
employee benefits.

0.17% 2.69%
6.09%

30.70%
60.35%

General Public

Institutions

Private Companies

Insider Ownership

Public Companies

Management investing more 
into DTL:
• $103.7K of DTL shares sold
• $5.7mm of DTL shares 

bought

Favourable level of insider ownership growth and positive 
outside sentiment.

Culture

Insider Ownership

CEO
30+ years in the 
Business Tech. 

industry and 
Data#3.

Data#3 is focused on developing talent 
– as seen by the long tenure of board 

members.

Culture of respect and teamwork to 
collaborate effectively and weight 

diverse perspectives.
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ESG Analysis
Data#3 holds a strong ESG position that aligns with SMIF’s socially responsible investment philosophy

Total GHG Emissions

Delayed FY24 GHG emissions 
accounting, with major solar 
installation and greener 
building choices excluded.

GHG emissions (annualised 
rate) over FY21-23. 

Carbon Neutral Goal

Strong Board Independence
• Majority-independent board (Finance, IT and Risk expertise).
• Separate Chair & CEO roles, ensuring reliable checks and balances.  

ESG Remuneration Gap
• Only 30% of long-term incentive scorecard tied to ESG targets. 
• Limited reporting of ESG-related executive remuneration.

Absence of Formal CSR Strategy
• “SOUL” program drives community engagement but lacks goals and timelines.
• Undisclosed CSR K I’s or long-term framework.

Very poor Poor Average Strong Very strong

Estimated ESG Score

Environment

33% 
Female 

Representation

SOUL Community 
Program

Including RSPCA, Solar Buddy, Cancer Council & more.
10 Charities

Alongside 372 trees planted in FY24.

225 Completed Hours

Social

Governance

Variable Coefficient Standard Error t-statistic p-value

𝑬𝑺𝑮 (𝜷𝑬𝑺𝑮) -0.0143 0.0397 -0.36 0.043

Fama-French ESG WACC
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35% 
Females in 
Leadership

40% 
Females 
on Board

Strong ESG 
Performance 

Reduced 
Perceived 

Downside Risk 

Lower Cost of 
Equity

FY24

-2.73%

2032



Risks and Mitigation
Clear risks, targeted mitigations sustaining growth in a volatile IT and Macro landscape
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Revenue Factors

Cost Factors

Historically Low INS 
Margins Disappointment from AI

Recessionary Fears and 
Weak Sentiment

Fragmented IT Services 
Market

Tariff and Exchange Rate 
Volatility Vendor Price Hikes

$8.43

$8.35

$8.26

$8.18

$8.10
$8.02

$7.80

$7.90

$8.00

$8.10

$8.20

$8.30

$8.40

$8.50

99.00% 98.00% 97.00% 96.00% 95.00% 94.00%

% of Original Share Price

Share Price

Overinflated market optimism 
and slow returns could 

dampen SWS demand and 
market potential.

Economic uncertainty may 
delay/cancel IT projects and 

hardware refresh cycles, 
hurting profitability.

With under 3.5% market 
share held by top players, 

increasing competition 
threatens revenue dilution.

Rising local costs for USD-
denominated hardware may 

be passed to customers, 
reducing demand.

Microsoft’s  0 4 incentive 
changes raise costs for 

Data#3, risking client 
pushback if passed on.

Sales and margins vulnerable 
to shifting government 

budgets for infrastructure 
projects.

Impact on Data#3

$8.77 

$8.52 

$8.27 

$8.02 

$7.76 
$7.51 

 $6.80

 $7.00

 $7.20

 $7.40

 $7.60

 $7.80

 $8.00

 $8.20

 $8.40

 $8.60

 $8.80

 $9.00

97.00% 97.10% 97.20% 97.30% 97.40% 97.50%

COGS % of Revenue

Share Price

Mitigations

Revenue Impact on Share Price

Cost Factors on Share Price

Mitigate with SaaS and AI Bundling

1 “As-a-service” models provide more predictable, 
recurring and scalable revenue streams without 
significant capex. 

2 Bundling and cross-selling AI solutions to offer 
greater flexibility and value; demand remains 
robust, backed by and frequent AI advancements.

Mitigate by Focusing on Defensive Markets

1 65% of INS revenue is from supplying essential 
hardware to healthcare, education and 
government sector, buffering against market.

2 Clients are unlikely to cut core IT investments 
needed for day-to-day operations, especially when 
moving toward hybrid work models. 

Mitigate with Strong Negotiating Leverage

1

2

Data#3 is a major Microsoft partner, enabling 
access to better pricing. Management also has a 
history of strong negotiating strategies.

Clients have limited substitutions and repeatedly 
renew contracts, so maintaining strong client 
relationships is vital.



Based on Theory and Research    Capitalise on Market Mispricing         Diversify to Minimise Risk Maintain Long-Term Perspective 

Screening Process
PIC Capital’s rigorous screening process follows a disciplined approach that aligns with SMIF’s fundamentals.

Automated Equity Report Valuation & Scenario ModellingSentiment & ESG

Sentiment analysis conducted using 
a Python ML model and web scraper 
to assess investor sentiment.

1

ESG rankings from LSEG to filter out 
companies with reputational, 
sustainability risks and prepare for 
Fama-French WACC.

2

Captures general direction of market 
perception, highlighting how investor 
confidence is rising or falling.

3

Generates concise equity overview 
in a presentable PDF format using 
Python.

1

Highlights key financial metrics and 
summarises key company details, 
operations.

2

Provides a deeper research layer, 
helping assess the com any’s 
operations and financial health.

3

Forecast 3 statements and create 
valuation model to calculate a target 
share price.

1

Scenario analysis (base, bull, bear) 
helps test assumptions and assess 
downside/upside potential.

2

Sensitivity analysis of key parameters 
to understand the impacts on the 
share price.

3
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Portfolio Implementation
SMIF UQ should capitalise on Data#3's current undervaluation to maximise returns and improve portfolio diversification.

Data#3 is a High-quality Growth Business that’s Undervalued 

1 2 3

Implementation Strategy

$6,444
(1.23%)

$15,683
(3%)

+$9,238
from idle cash

Increase investment in Data#3 by dollar-
cost averaging over a 10-day period.

$7.23
Current Price

(01/04/2025)

$10.02
Target 
Price

38.64%
Base Case 

Upside

Undervalued
BUY

An exit strategy aligned with the entry strategy 
will be implemented once the key catalysts are 

fully priced in. 

This position will be reviewed and adjusted quarterly 
throughout  IC Ca ital’s one-year tenure. 

Alignment with UQ SMIF’s Philosophy

PIC Capital’s Process
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Continued strong 
growth in recurring 
revenue streams in 

Infrastructure Solutions.

Long-standing 
partnerships & value 

creation in AI 
integration.

Capital light business 
model creates strong 
position for strategic 

investment.

Long-term Value Creation: Continued strong growth in recurring revenue stream, with steady 
expansion across segments, leveraging industry partners and AI integration opportunities. 

Portfolio Diversification: Diversify UQ SMIF's portfolio by increasing exposure to Australia's 
rapidly growing technology industry.

Impact: Data#3 embraces innovation, integrity in its leadership and responsible ESG practices 
across operations.
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23. Valuation (ESG WACC) – Bear Case Summary
24. DCF Valuation (ESG WACC) – Bull Case Summary
25. DCF Valuation Sensitivity Analysis
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27. DDM Valuation (Fama-French Re) 
28. DDM Sensitivity Analysis
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31. Cash Flow Statement
32. Supporting Schedules
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35. Python Code for Fama-French Model
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37. Capital Structure
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41. Revenue Forecast (INS)
42. Revenue Forecast (SWS)
43. Revenue Forecast (Services)
44. Revenue Forecast (Services)
45. Scenarios
46. Ownership Breakdown and Insider Trading 
Volume
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Hamilton Helmer’s 7 Powers Analysis
Power is a relative concept; hence we assess Data#3’s current strengths against its direct competitors

Scale Economics

Data#3 benefits from bulk 
procurement discounts in 

hardware and software 
distribution due to its size 
and long-standing vendor 

relationships

Nationwide client base 
spreads fixed costs, reducing 

per-unit costs

Switching Costs

Clients using Data#3 services 
face high switching costs due 

to deep integration of IT 
Infrastructure

Long-term contracts and 
reliance on Data#3 in 

Australia for services and 
system upgrades discourage 

client churn

Network Effects

Partnerships and 
certifications with all key 

vendors such as Microsoft 
and Cisco strengthen client 
adoption, reinforcing its role 

as a key partner

Counter-Positioning

Traditional hardware resellers 
struggle to match Data#3’s 
ability to provide services 

alongside hardware

Data#3’s early investment in 
digital transformation in 

Australia positions them as a 
market leader

Branding

Australian made. Data#3 is a 
trusted public and private 
sector partner in Australia 

with a strong reputation for 
reliability and expertise

Sensitivity of Australian data, 
especially in private sector 

positions Data#3 as a trusted 
firm

Cornered Resource

Exclusive certifications and 
top-tier partnerships with 
major vendors provides 
access to early tech and 

services, and pricing benefits

Access to experienced IT 
talent and industry-specific 

consultants in a talent-
constrained market

Process Power

Decades of operational 
experience and refined 

internal systems give Data#3 
the edge on execution and 

delivery capabilities

Strong customer onboarding, 
solution integration, and 

project management drive 
their high recurring revenue
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Porter Five Forces
Porter’s Five Forces suggest that DTL can continue to beat competitors and achieve long-term success

Competitive Rivalry Supplier Power Buyer Power Threat of Substitution Threat of New Entry

Moderate competitive rivalry in 
Australian IT services due to 

global and local firms

Data#3 differentiates in:
• Locality and Australian Trust
• Certified vendor
• End-to-end solutions

Moderate supplier power due to 
Data#3 suppliers being global 
tech giants such as Microsoft, 

Cisco, and HP

Data#3 however benefits from 
strong, long-standing 

partnerships

Clients have moderate to high 
power, especially government 
or large corporate clients who 

demand:
• Tailored solutions

• Service-level guarantees
• Competitive pricing

Clients can choose to 
substitute Data#3 with other IT 
solution providers or bring in-

house IT teams

However  Data#3’s Australian 
background and excellent 

service history makes them 
reliable for Government and 

Australian corporations

Low threat of new entry as 
Data#3 has developed a strong 

brand

New entrants face significant 
barriers of entry, including need 

for substantial capital 
investments, skilled IT workers, 

and vendor partnerships and 
certifications

The IT solutions industry is a tough market to compete and survive in. Despite large growth in SaaS, cloud architecture, AI services, heavy IT infrastructure investment, and an increase in 
digitalisation, the market in Australia is hard to enter. New entrants require large capital investments to compete, and foreign companies receive less deal flow due to the sensitivity of data – 

especially in the private sector.
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Growth Strategies (Detailed)
Why Data#3 will be able to exceed expected level of growth through their 3 key streams

Revenue Stream

Growth Drivers

Infrastructure Solutions

• Windows 10/11 Ugrade
• Multi-year contracts
• Defensive client base 

• Preferred government partner
• Covid-era hardware refresh

Software Solutions

• AI integration wave
• Increase in cloud-infrastructure 

integration
• Cloud and SaaS demand

• Early Industry ROI
• Avoiding risk AI R&D

Services

• Australia’s shortage of skilled IT
• Recurring services contracts
• Rising cybersecurity demand

• Digital transformation projects
• Skilled workforce & vendor

Why they will be 
achieved

• Thesis 1: Interest rate cuts means 
financing is cheaper. More 
infrastructure investment

• Thesis 2: Large Australian 
infrastructure pipeline alongside 

growing IT budget

• Thesis 3:  ositioned as Australia’s 
top IT solutions provider

• Thesis 1: Increasing TAM due to 
popularity of AI services and cloud-

infrastructure
• Thesis 2: Data#3 are certified 

vendors of all major cloud 
infrastructure software (e.g., 

Microsoft, Cisco) and can leverage 
their reputation to capture TAM

Thesis 1: Recurring managed services 
contracts and long-term client 

relationships provide stable and 
 redictable revenue base for Data#3’s 

services
Thesis 2: Increasing cybersecurity 
threats and regulatory compliance 

requirements driving strong demand for 
local services or partners such as Data#3

Thesis 3: Accelerated shift to cloud and 
hybrid IT environments fuels growing 

demand for implementation
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Australia Macroeconomic Analysis
Interest rate cuts alongside GDP growth will help fuel investment

Macroeconomic Conditions

Strong GDP Growth through FY25-26

Inflationary Pressures Remain

All components of the

economy contributed 

positively to GDP growth in 

Q4 2024 – first time since 

March 2019.

2.8% Annual Growth
Expected through to 2029 

Macroeconomic Stance

Disciplined Fiscal Stance

Cautious Monetary Stance

Aligned with:

Contribution to Quarterly GDP Growth

Headline inflation has returned to the 

RBA's 2-3% target range.

However, trimmed mean inflation 

remains sticky at the upper end due to 

several factors.
 

Tight labour markets and GDP growth could sustain 
upward inflationary pressures without capacity relief.

Geopolitical tensions and supply chain disruptions 
drive up input costs.

Evolving tariff conditions increasing currency market 
volatility, though Data#3 is positioned defensively in Australia.

3.2% trimmed mean, 
as of Dec 2024

Anticipated interest rate 
easing  following RBA’s 25 
basis point cash rate cut.

Private demand pick-up, with 
consumption growth returning 

to 2.5% historical trend.

1

2

Business profitability 
recovering after 2 consecutive 

quarters of decline.

3

Government spending remains a key economic 

growth driver, accounting for 28.2% of GDP.

Achieved a Budget surplus in 2023-24, but a deficit is projected 
with public investments expanding until mid-2026.1

Unlikely to materially shift in response to US tariffs as the 
economic outlook across key regions remains strong.2

Risks to economic activity and inflation remains 

uncertain and two-sided. Greater confidence can be 

placed in the cash rate’s medium-term decline.

2.66% 
2029 cash rate, projected using Monte Carlo simulations.

Driven by:

Commonwealth, ANZ and Westpac forecasts for

over 2025, from May to between August and November.

 AB’s bullish e  ectations   redicting an accommodative

rate by February 2026.

3

2.60%
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Education Statistics
Statistics regarding primary and secondary school enrolments 

Primary and Secondary National Enrollments
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Trump Tariff
Trump’s tariffs have disturbed markets and sectors across the globe – including IT hardware

US Reciprocal Tariffs Announced April 2nd

Asia and Europe Hit Hardest, Australia Exposed to Universal 10%
Hardware componentry sourced from 

Southeast Asia are mainly denominated in USD – 
an appreciated US dollar could raise local 

costs for vendors. 

Passing this onto customer prices could reduce 
demand for Data#3 procurement services.

Impact on key markets are likely to be 
limited due to Data#3’s essential role in the 

government, healthcare and education 
sectors’ o erations.

!

Key Implications

Impact on Australia is limited to smaller export 
products. Fiji faces a 32% tariff, with the US a trade 

major destination (20%), but attributes <1% of 
Data#3 revenue. 

Ongoing negotiations increases uncertainty.

?

Investment Summary Industry Overview Investment Thesis Financial Analysis Appendix



Australia Infrastructure Solutions Pipeline By Expenditure
Australia’s heavy infrastructure investment and digitisation goals will drive IT solution demand
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Australia Infrastructure Solutions Pipeline By Labour Demand
Australia’s heavy infrastructure investment and digitisation goals will drive IT solution demand
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The $AUD Currency
Forecasted depreciation of $AUD currency makes imports more expensive

Australian Dollar to US Dollar

1 April 2025:
US$0.6240/AU$

Notable depreciation in AUD 
against USD in early 2025. 

Compounded with US tariffs, 
placed at the universal 10% on 

Australian exports in April, means 
FX markets have yet to recover.

2024 Average:
~US$0.66/AU$

Higher Hardware Procurement Costs
A weaker AUD means IT hardware – typically priced in USD – becomes more locally expensive for vendors. Clients may defer or 

reduce spending on IT upgrades, slowing growth in procurement-heavy segments.

Resilience Amidst Dampened Global Sentiment
Global economic uncertainties dampen investor confidence, though a weaker AUD tends to boost export competitiveness, 

buffering direct impact on Australian sectors and Data#3 clients.
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5 Year AUD/USD Monte Carlo Simulation
Forecasted depreciation of $AUD currency makes imports more expensive and increases USD-denominated costs.

Key Takeaways:
• Monte Carlo simulation, based on twenty years of historical 

exchange rate fluctuations
• Median forecast for AUD/USD exchange rate after five years is 

1.566 representing a slight increase aligned with historical trend. 
• Despite broad distribution of potential outcomes, most predicted 

values centre around 1.50 AUD/USD
• Predictions from the Monte Carlo simulation align closely with 

the current 5-year forward market rate at Bid/Ask spread of 
1.546/1.548

Expiration Bid Ask Mid

Five Year 1.551 1.546 1.548

AUD/USD Market Forward Rate5-year Monte Carlo Simulation
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5 Year Interest Rate Monte Carlo Simulation - 2
Forecasted depreciation of $AUD currency makes imports more expensive

5-year Monte Carlo Simulation

1.  Government Spending Increases
• 28.2% share of GDP
• Effect: Sustainable and upward investment from government to boost public sectors 

+ re-election of Labour campaign

2.  Stable Fiscal Policy Despite Global Trade Tensions
• Minimal shifts in fiscal policy due to US tariffs 
• Effect: Ongoing fiscal stability, although political events  

3   Interest Rate Expectations
• Market View: Commonwealth Bank, ANZ, Westpac predict three rate cuts in 2025, 

stabilising at 3.35%.
• NAB View: Faster easing, forecasting a 2.6% cash rate by end of 2026.

Commentary

Uncertainty around the cash rate, but a trend towards lower rates over time

• Monte Carlo Simulation

→ Simulated cash rate forecast converges towards 2.66% by 2029.

→ Effect: Confirms market expectations for lower interest rates over the medium 

term.

• Lower Financing Costs

→ Effect: Reduced costs for financing infrastructure projects.

• Impact on Data#3

→ Lower financing costs → Faster decision-making in infrastructure
→ Effect: Increased demand
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ESG Ranking LSEG Methodology 
Fama-French three-factor model that incorporates ESG exposure

Methodology by London Stock Exch Group (LSEG) ESG Score Calculation

ESG Scores are based entirely on publicly reported data, adjusted 
for industry materiality and company size.

Data Framework
• 870+ ESG metrics sourced from public disclosures
• 186 material & comparable measures used for scoring

Pillar Composition
Scores are grouped into 10 main themes, rolled up into three pillars

1. Environmental: Resource use, emissions, innovation
2. Social: Workforce, human rights, community, product 
responsibility
3. Governance: Management, shareholders, CSR
Weights for Environmental and Social vary by industry; 
Governance weights are fixed.

Final ESG Score
The three pillar scores are aggregated into a final ESG score 
re resenting a com any’s overall  SG standing.

ESG Controversy Score
An additional layer incorporates real-time ESG 
controversies, which adjusts the overall ESG score to 
reflect emerging risks
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HP Amplify Partner
Award underscores Data#3’s 

commitment to excellence, innovation, 
and sustainable practices in delivering 

HP solutions

ANZ Modern Work Partner
Reflects Data#3’s commitment to 

providing modern work solutions and 
services

CISCO Global Partner
Recognises Data#3’s success in hel ing 
customers deliver digital futures using 

Cisco’s leading technology

Data#3’s Awards and Partnerships
Data#3 continues to strengthen relationship with vendors and suppliers

Data#3 Key Awards and Partnerships Key Awards Breakdown

HP Amplify 
Partner

CISCO Global 
Partner

Microsoft ANZ 
MWP of the 

Year

HP 
Sustainable 

Impact

Dell 
Technologies 

Australia 
Award

Lenovo 
Infrastructure 
Solutions ANZ 

Reseller of 
Year

HP Services 
Partner of the 

Year

HRD Employer 
of Choice x9

Cisco APJC 
Security 

Partner of the 
Year

Cisco Global 
Software 

Partner of the 
Year

Palo Alto 
 etworks’ 
NextWave 

Partner

HP Amplify 
Partner of the 

Year

1
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1

Artificial Intelligence
Businesses are evolving with the help of AI – increasing the demand for IT solutions

35%

23%

42%

Adopting AI Potentially Adopting Not Adopting AI

Australian Business AI Adoption

15.6% CAGR in Australia AI 
Industry

68% of Businesses with AI 
Implemented by FY2028

$1 billion committed by Aus. 
Government for AI R&D

1 Become the world-leading AI technology 
firm

2 Liaise with vendors to enable widespread AI 
adoption across economies

3 Export AI services across the globe

$80B investment committed by 
Microsoft to develop AI models 
and deploy it via cloud-based 

applications

Microsoft’s Vision How is Data#3 Positioned to Capitalise?

1

3

2

Leading IT services provider in 
Australia

Reliability / Trust factor for Aus. 
Government and Aus. corporations

Gold Tier Microsoft certified vendor:
• Early access to software
• Effective deployment of Microsoft 

cloud service through experience

Able to combine deployment of AI 
alongside hardware refresh

Data#3 demonstrated ability to 
deploy AI, such as through the 
Penrith City Council project
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IT Sector Labor Demand
Australia’s lack of skilled IT labor is limiting their technology and digitalisation goals

Australia Labor Demand IT Labor Demand How Data#3 is Positioned to Capitalise

1.08x
Current Workforce

1.11x
Current Workforce

1.09x
Current Workforce

1.07x
Current Workforce

1.07x
Current Workforce

1.03x
Current Workforce

1.03x
Current Workforce

1.06x
Current Workforce

Every State/Territory faces labor demand 
that exceeds their current workforce

$300B+
Investment into Infrastructure – with a 

growing emphasis on digitalisation

66%+
Of businesses are planning on adopting AI – 

streamlined via IT solution companies

83%+ Increase
In cloud-spending in Australia – increasing 

demand for vendors

9.5% CAGR
In the IT Solutions and Services Industry

1

Partnerships and 
Certifications

Deep and long partnerships 
with major providers allows 

Data#3 to deliver scalable and 
outsourced solutions

2

Investments in Skills and 
Training

Data#3 continues to invest in 
skilled IT staff, enabling them to 

provide consulting services to 
enterprises and government

3

National Scale
Offices in all major Australian 
cities allows Data#3 to deliver 
projects across the continent 

via in-person and online 
support

1.3 Million 
Additional

Tech/IT workers needed 
to meet 2030 labor 

demand

High Demand
And low supply indicates 

increased revenue for 
established IT solution 

firms
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Churn Rate
Long employee tenures indicate low churn rates and minimised costs

IT Industry Average Employment of Skilled Workers Lower Costs

12% 5.11 Year
Average Data#3 Tenure

The Australian IT solutions industry 
traditionally has a lower churn rate 

due to fair remuneration

Lack of skilled IT workers in Australia 
contributes to companies providing 

additional benefits to sustain 
employees

Data#3 primarily hires skilled IT 
workers with over 10+ years 
experience in the industry

However, they occasionally hire 
University graduates with aims of 
keeping them long-term. Average 

tenure exceeds industry average of 2-
3 years

Lower Hiring costs

Lower Training costs
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Breakdown of Revenue and Expenses

Revenue

Operating Expenses Additional Expenses

Infrastructure Solutions (INS) Software Solutions (SWS)

Hardware Software 
Licensing Services Software Licensing Consulting

Services

Consulting Maintenance Managed

Vender 
Maintenance Contracting

Vendor Based Fees

Inventory/Purchase of Goods

Employee and contractor costs

Telecommunications

Rent and Travel

Professional Fees

Finance Costs (Interest expense and Income)

Depreciation and Amortisation (Non-cash Expense)

Other Cost on Services Revenue
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Data#3’s Change to Accounting Policy (FY2023 Onwards)
Understanding AASB 15 – Revenue from Contracts with Customers

Data#3 Revenue Adjusted Data#3 Revenue Unadjusted

2.50%

2.60%

2.70%

2.80%

2.90%

3.00%

3.10%
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3.40%
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2.74%

2.76%

2.78%

2.80%

2.82%

2.84%

2.86%

2.88%

2.90%

0

500

1000

1500

2000

2500

3000

FY2023 FY2024 H1 FY2025

Revenue (Unadjusted) Revenue (AASB 15) Gross Profit Margin

Data#3 AASB Revenue Comparison
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Data#3 AASB COGS Comparison Key Takeaways
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• Data#3 additionally 
reports revenue 
unadjusted for 
comparability

• SWS revenue includes 
fees that have to be paid 
to vendors – AASB 15 
standard removes these 
fees from revenue and 
COGS

• Gross profit and all line 
items after remain 
unaffected
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IT Industry Management, People, and Culture
Understanding how Data#3 management and culture compares to the IT industry

CompetitorsData#3 Data#3 Rank

3.7

Culture

4.1

Diversity

4.1

Work Life Balance

3.4

Senior Management

3.7

Compensation

3.0

Culture

3.0

Diversity

3.1

Work Life Balance

2.5

Senior Management

3.1

Compensation

3.5

3.6

3.9

2.7

3.1

Culture

Diversity

Work Life Balance

Senior Management

Compensation

3.5

3.8

3.6

3.3

3.7

Culture

Diversity

Work Life Balance

Senior Management

Compensation

Data#3 Key Stats

1

1

1

1

1

3.8/5
Stars on Glassdoor

82%
Would recommend 

to a friend

40+
Employee benefits

5.11 Years
Average Tenure
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SMIF’s Portfolio Industries
Breaking down the industry growth rates of SMIF

Sector Breakdown Key Highlights

6.80%

2.32%

12.70%

1.54%

10.60%

1.75%
2.60%

1.75%

3.50% 3.52%
4.10%

0.00%

2.00%

4.00%

6.00%

8.00%

10.00%

12.00%

14.00%

Industry CAGRs

1

2

3

4

Underweight in IT Despite High Growth
IT currently makes up 5.81% of the portfolio – one of the smallest allocations among 
major sectors. Yet it has one of the highest CAGRs at 10.60%. This presents a clear 

opportunity to increase exposure to a high-growth sector

Strong Strategic Fit
Cash currently accounts for nearly 36% of the portfolio. Deploying a portion of this into 

a resilient, high growth IT stock like Data#3 helps reduce cash drag while maintain 
quality and liquidity.

Diversification
Healthcare, materials, financials, industrials, and cash constitute nearly 80% of the 

portfolio. Adding Data#3 allows SMIF to rebalance the portfolio in line with future-facing 
industries like cloud, SaaS, and AI, without compromising diversification.

SMIF’s Focus on Dividends
SMIF is placing an increasing focus on dividend-generating assets. The IT sector has 

emerged as one of the most consistent dividend-paying industries – making Data#3 an 
attractive equity investment
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Screening Process (1) – Sentiment Analysis Process
Sentiment Analysis conducted using Machine Learning model and web scraper built in python

1 Retrieve related articles using SerpAPI webscraper

2 Narrow search scope using key words and date range

3 For each article, calculate polarity scores using ML model

4 Aggregate polarity scores to get market sentiment
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Screening Process (2) – Automated Equity Report
Automated Equity Report Generation Created Through Python 

1
Financial metrics data 

pulled from y-Finance API

2

Key financial metrics and 
ratios were calculated 

programmatically within the 
Python script. 

3
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The use of Python allows for 
a highly customisable, 

extensible and scalable 
report generation process.

Example Equity Report



Trading Comparators
Summary of comparable companies used for valuation purposes
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1 2 3

1 3 The share of revenue from outside 
Australia, focusing on revenue 
attributable to Australian operations, with 
greater weight on comparators with less 
revenue generated overseas.

4 5
Weights based on comparator strength were applied to all relative 
valuations to arrive at a final valuation.

2 The share of the com arator’s revenue 
that closely aligns with Data#3’s revenue 
streams, with greater weight given to 
comparators having similar revenue 
profiles.

4 5

 ercentage difference between Data#3’s 
MCA  and the com arator’s MCA   
ensuring greater weight given to 
companies closer in size to Data#3.

Inverted the deviations and calculated a weighted average to derive a similarity 
score  reflecting how closely the com arator’s o erations align with Data#3.

MCAP  - 20% Revenue 
Similarity 

- 40% Australian 
Operations - 40%



22.43x

12.25x

25.08x

14.69x

36.10x

66.98x

41.35x

12.33x
14.17x

Understanding Relative Valuation – LTM EV/EBITDA
Summary of comparable companies used for valuation purposes

Market Cap

EV

LTM EV/EBITDA

LTM P/E

1654

1662

13.55x

45.89x

1488

1811

10.69x

16.58x

1450

1368

28.17x

43.59x

986

914

33.09x

12.48x

9291

9296

53.07x

66.90x

27696

27684

87.89x

124.23x

643

643

35.08x

70.82x

1501

1501

12.53x

30.69x

24.92x

13.82x

1120

843.62
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Understanding Relative Valuation – LTM P/E
Summary of comparable companies used for valuation purposes

Market Cap

EV

LTM EV/EBITDA

LTM P/E

1654

1662

13.55x

45.89x

1488

1811

10.69x

16.58x

1450

1368

28.17x

43.59x

986

914

33.09x

12.48x

9291

9296

53.07x

66.90x

27696

27684

87.89x

124.23x

643

643

35.08x

70.82x

1501

1501

12.53x

30.69x

24.92x

13.82x

1120

843.62
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13.55x
10.69x

28.17x
33.09x

53.07x

87.79x

35.08x

12.63x

25.91x



Understanding Relative Valuation – NTM EV/EBITDA
Summary of comparable companies used for valuation purposes

Market Cap

EV

NTM EV/EBITDA

NTM P/E

1654

1662

13.55x

45.89x

1488

1811

10.69x

16.58x

1450

1368

28.17x

43.59x

986

914

33.09x

12.48x

9291

9296

53.07x

66.90x

27696

27684

87.89x

124.23x

643

643

35.08x

70.82x

1501

1501

12.53x

30.69x

24.74x

13.82x

1120

843.62
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35.08x

12.63x 13.82x



45.89x

16.58x

43.59x

12.48x

66.90x

124.23x

70.82x

30.69x
24.74x

Understanding Relative Valuation – NTM P/E
Summary of comparable companies used for valuation purposes

Market Cap

EV

NTM EV/EBITDA

NTM P/E

1654

1662

13.55x

45.89x

1488

1811

10.69x

16.58x

1450

1368

28.17x

43.59x

986

914

33.09x

12.48x

9291

9296

53.07x

66.90x

27696

27684

87.89x

124.23x

643

643

35.08x

70.82x

1501

1501

12.53x

30.69x

24.92x

13.82x

1120

843.62
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DCF Valuation (CAPM WACC) – Base Case Summary
Perpetuity Method and Exit-Multiple Method

Valuation Summary Scenario Assumptions

FCFF Summary
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Consumer Decision Making
• INS expected to increase due to reversal of slow 

decision making in FY2024
• Interest rates cuts makes financing cheaper – 

hence more projects
• Higher demand for digitalisation will increase 

revenues to Data#3

2
Increase in Cloud Architecture
• With the demand for Cloud and AI software in this 

age of digitalisation, revenue is forecasted to 
increase 

• More companies are adopting a cloud-
architecture for improved efficiency and 
teamwork

• AI-boom is increasing due to its accessibility

3
Lack of Skilled IT Workers
• Australia is facing a lack of labor – especially in 

the skilled IT worker's portion
• Data#3 has a large pool of talent that is able to 

service these companies
• Low supply and high demand will increase 

revenue for Data#3

1



DCF Valuation (CAPM WACC) – Bear Case Summary
Perpetuity Method and Exit-Multiple Method

Investment Summary Industry Overview Investment Thesis Financial Analysis Appendix

Valuation Summary Scenario Assumptions

FCFF Summary

Infrastructure Delays
• All infrastructure projects reduced due to 

changes in government policies, with a reduction 
proportional to the ratio of 'proposed' 
infrastructure projects (80/381)

• Reduction in government expenditure on IT 
systems due to post-election changes and 
uncertainty.

2
Slow AI Adoption
• Slow AI adoption limits the ability to integrate AI 

into SWS, impacting SWS market growth 
potential

3
Services Competition
• The IT services market in Australia is highly 

fragmented, with less than 3.5% of total revenue 
captured by the largest players, including IBM, 
HP, and Accenture. This intense competition 
poses a risk of revenue dilution as market share 
becomes more dispersed

1



DCF Valuation (CAPM WACC) – Bull Case Summary
Perpetuity Method and Exit-Multiple Method

Valuation Summary

Investment Summary Industry Overview Investment Thesis Financial Analysis Appendix

Valuation Summary Scenario Assumptions

FCFF Summary

1
Infrastructure Solutions
• Interest rate decreases fuels IT infrastructure 

spending across all sectors by accelerating 
decision-making and encouraging IT capex.

2
Software Solutions
• Enterprises shift large portions of their operations 

to cloud-based platforms, driving increased 
demand for cloud-based software solutions and 
software-as-a-service (SaaS) offerings.

3
Services
• Rising cybersecurity threats, including high-

profile breaches like the Superfund incident, will 
drive increased demand for robust solutions from 
trusted providers in a security-conscious market.



DCF Valuation Sensitivity Analysis

Perpetuity Method

Exit-Multiple Method

CAPM WACC
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DCF Valuation (ESG WACC) – Base Case Summary
Perpetuity Method and Exit-Multiple Method

Investment Summary Industry Overview Investment Thesis Financial Analysis Appendix

Valuation SummaryValuation Summary

FCFF Summary

Scenario Assumptions

Consumer Decision Making
• INS expected to increase due to reversal of slow 

decision making in FY2024
• Interest rates cuts makes financing cheaper – 

hence more projects
• Higher demand for digitalisation will increase 

revenues to Data#3

2
Increase in Cloud Architecture
• With the demand for Cloud and AI software in this 

age of digitalisation, revenue is forecasted to 
increase 

• More companies are adopting a cloud-
architecture for improved efficiency and 
teamwork

• AI-boom is increasing due to its accessibility

3
Lack of Skilled IT Workers
• Australia is facing a lack of labor – especially in 

the skilled IT worker's portion
• Data#3 has a large pool of talent that is able to 

service these companies
• Low supply and high demand will increase 

revenue for Data#3

1



DCF Valuation (ESG WACC) – Bear Case Summary
Perpetuity Method and Exit-Multiple Method
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Valuation SummaryValuation Summary

FCFF Summary

Scenario Assumptions

Infrastructure Delays
• All infrastructure projects reduced due to 

changes in government policies, with a reduction 
proportional to the ratio of 'proposed' 
infrastructure projects (80/381)

• Reduction in government expenditure on IT 
systems due to post-election changes and 
uncertainty.

2
Slow AI Adoption
• Slow AI adoption limits the ability to integrate AI 

into SWS, impacting SWS market growth 
potential

3
Services Competition
• The IT services market in Australia is highly 

fragmented, with less than 3.5% of total revenue 
captured by the largest players, including IBM, 
HP, and Accenture. This intense competition 
poses a risk of revenue dilution as market share 
becomes more dispersed

1



DCF Valuation (ESG WACC) – Bull Case Summary
Perpetuity Method and Exit-Multiple Method
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Valuation SummaryValuation Summary

FCFF Summary

Scenario Assumptions

1
Infrastructure Solutions
• Interest rate decreases fuels IT infrastructure 

spending across all sectors by accelerating 
decision-making and encouraging IT capex.

2
Software Solutions
• Enterprises shift large portions of their operations 

to cloud-based platforms, driving increased 
demand for cloud-based software solutions and 
software-as-a-service (SaaS) offerings.

3
Services
• Rising cybersecurity threats, including high-

profile breaches like the Superfund incident, will 
drive increased demand for robust solutions from 
trusted providers in a security-conscious market.



DCF Valuation Sensitivity Analysis

Perpetuity Method

Exit-Multiple Method

Fama-French WACC
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DDM Valuation (CAPM Re) 

Valuation Summary Scenario Assumptions

Dividend Summary

Investment Summary Industry Overview Investment Thesis Financial Analysis Appendix

Consumer Decision Making
• INS expected to increase due to reversal of slow 

decision making in FY2024
• Interest rates cuts makes financing cheaper – 

hence more projects
• Higher demand for digitalisation will increase 

revenues to Data#3

2
Increase in Cloud Architecture
• With the demand for Cloud and AI software in this 

age of digitalisation, revenue is forecasted to 
increase 

• More companies are adopting a cloud-
architecture for improved efficiency and 
teamwork

• AI-boom is increasing due to its accessibility

3
Lack of Skilled IT Workers
• Australia is facing a lack of labor – especially in 

the skilled IT worker's portion
• Data#3 has a large pool of talent that is able to 

service these companies
• Low supply and high demand will increase 

revenue for Data#3

1

Consistent Dividend 
Payout Ratio of ~90%



DDM Valuation (Fama-French Re) 
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Valuation Summary Scenario Assumptions

Dividend Summary

Consumer Decision Making
• INS expected to increase due to reversal of slow 

decision making in FY2024
• Interest rates cuts makes financing cheaper – 

hence more projects
• Higher demand for digitalisation will increase 

revenues to Data#3

2
Increase in Cloud Architecture
• With the demand for Cloud and AI software in this 

age of digitalisation, revenue is forecasted to 
increase 

• More companies are adopting a cloud-
architecture for improved efficiency and 
teamwork

• AI-boom is increasing due to its accessibility

3
Lack of Skilled IT Workers
• Australia is facing a lack of labor – especially in 

the skilled IT worker's portion
• Data#3 has a large pool of talent that is able to 

service these companies
• Low supply and high demand will increase 

revenue for Data#3

1

Consistent Dividend 
Payout Ratio of ~90%



DDM Sensitivity Analysis

CAPM Re

ESG Re
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Income Statement
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Balance Sheet
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Cash Flow Statement
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Supporting Schedules (1)

1

2

3

1
COGS Forecast
• Management advised want to 

increase GP margin to Pre-2020 
financial year in 5 years

• Bull Case: 3 years
• Bear Case: Vendor price 

increases and unfavourable 
Forex market

2 3
A/R Days
• Management advised aims to 

maintain H1 FY2025 Account 
receivable days of 27 days

Inventory Days
• Management advised aims to reduce 

inventory days to Pre H1 FY2025
• Increase due to slower 

decision making in 
Infrastructure Solutions in last 
12 months
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Supporting Schedules (2)

1

2

3

4

5

1

2

3

4

5
5

• PP&E includes hardware, equipment, 
some property

o Capex addition as an average of 
% of BOP

• Data#3 state average life is 6 years 
according to FY2024 report

• Depreciation greater than Capex in 
forecasted period – follows trend from 
historical data

• Right-of-use assets includes mainly 
offices, warehouses and equipment

o Capex addition as an average of 
% of BOP

o Links to additional Leases

• Average useful life is 15 years 
according to FY2024 report

o Mainly property
• Depreciation greater than additions – 

follows historical trend

• FY2024 onwards only Software remaining
• Assume no Capex based on H1FY2025 

earnings call
• 10 Years useful life according to FY2024 

report
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Supporting Schedules (3)

1

2

3

1

2

3

• Creditor days  reducing according to 
management in H1 FY2025 report

o Assume 43 days from most 
recent report

• Lease liabilities  additions linked to 
ROU capex

• Assume current and LT lease 
liabilities constant ration based on 
historical

• Lease  liability payment schedule from 
FY2024 annual report

• Is larger than additions, hence EOP 
balance decreases – follows historical 
trends
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Supporting Schedules (4)

1

2

3

• Consistent historical dividend payout 
ratio of ~90%

o Assume future dividend payout 
ratio will remain the same1

2

3

• Weighted average interest rate was 
5.60% according to FY2024 annual 
report

• Weighted average interest rate on cash 
was 4.00% according to FY2024 annual 
report
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Weighted Average Cost of Capital (WACC)
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Weighted Average Cost of Capital (ESG WACC)
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Fama-French ESG Regression
Fama-French three-factor model that incorporates ESG exposure

Key Findings From Fama French ESG Regression Code

Variable Coefficient Standard Error t-Statistic p-Value Significance

Intercept 0.0008 0.006 1.27 0.105

Market (𝑀𝐾𝑇) 0.4153 0.0588 7.06 <0.001

Size (𝑆𝑀𝐵) -0.0648 0.0284 -2.28 0.022

Value (𝐻𝑀𝐿) 0.0147 0.0370 0.40 0.048

ESG (𝐸𝑆𝐺) -0.0143 0.0397 -0.36 0.043

1 2𝑝 < 0.001Significance Codes: 𝑝 < 0.01 𝑝 < 0.053

1

3

3

Commentary

𝑟𝑡 − 𝑟𝑡,𝑓 = 𝛼 + 𝛽𝑀𝑅𝑃 𝑀𝑅𝑃 + 𝛽𝑆𝑀𝐵 𝑟𝑡,𝑆𝑀𝐵 + 𝛽𝐻𝑀𝐿 𝑟𝑡,𝐻𝑀𝐿 +  𝛽𝐸𝑆𝐺 𝑟𝑡,𝐸𝑆𝐺 + 𝜀𝑡

Extended Fama-French

• Chosen over CAPM as it incorporates additional sources of systematic risk, including firm 
size (𝑺𝑴𝑩), value characteristics (𝑯𝑴𝑳) and additional ESG exposure (𝑬𝑺𝑮)

• To construct the factor exposures, comparator firms were grouped into the above portfolios 
based on market capitalisation, book-to-market ratio (asset), and ESG scores, 

Factor Construction

• Average daily returns from these portfolios (SMB, HML, and ESG) were regressed against 
Data#3’s daily excess returns to estimate factor sensitivities (𝜷).

Investment Summary Industry Overview Investment Thesis Financial Analysis Appendix

Factor Construction

• 𝛽𝐸𝑆𝐺  → associate Data#3’s strong ESG credentials with reduced risk, 𝛽𝑆𝑀𝐵  → behaves more 
like a large-cap stock → 𝛽𝐻𝑀𝐿 →  reflect higher risk associated with holding undervalued stock

3



Terminal Growth Rate (TGR)
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MRP Calculation
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Capital Structure
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Data#3 Diluted Share Outstanding
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Revenue Forecast Summary
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Revenue Forecast (INS)
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Revenue Forecast (SWS)
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Revenue Forecast (Services)

1

2

3

Strong Growth in ICT Demand
• All services revenue expected to increase 

due:
• 1.3mm skilled ICT labor shortage 

by FY2030 – low supply
• Increasing  demand for ICT 

services for cloud and AI 
integration – high demand

Rising Cybersecurity Market
• Cybersecurity market growing at a CAGR 

of 2.30% amidst increase in attacks
• All regions show consistent 

cybersecurity growth
• Organisations increasingly 

prioritise cybersecurity in 
response to digital threats

Acceleration in ICT and AI Integration
• AI and ICT integration projected to 

increase nationwide
• Drives demand for specialised 

consulting, maintenance, and 
contracting services
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Revenue Forecast (Services) Cont.

1

2

3

Strong Growth in ICT Demand
• All services revenue expected to increase 

due:
• 1.3mm skilled ICT labor shortage 

by FY2030 – low supply
• Increasing  demand for ICT 

services for cloud and AI 
integration – high demand

Rising Cybersecurity Market
• Cybersecurity market growing at a CAGR 

of 2.30% amidst increase in attacks
• All regions show consistent 

cybersecurity growth
• Organisations increasingly 

prioritise cybersecurity in 
response to digital threats

Acceleration in ICT and AI Integration
• AI and ICT integration projected to 

increase nationwide
• Drives demand for specialised 

consulting, maintenance, and 
contracting services
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Scenarios
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Data#3 Share Price Performance
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Ownership Breakdown and Insider Trading Volume
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