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Aecon skids as Dundee Capital downgrades to
neutral on weak Q4
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Aecon (TSE:ARE) shares tumbled Thursday after reporting fourth quarter
results that disappointed analysts, with Dundee Capital Markets downgrading
the construction and infrastructure development company to a "neutral" rating
from a "buy", while also slashing its price target.
Dundee said the quarter represented the fourth miss in a row for the company.
Revenue for the quarter was $722.2 million, below the consensus estimate of
$868.5 million, and Dundee's forecast for $864.5 million in sales.
Adjusted earnings per share of 45 cents also came in well short of Street
estimates for 54 cents.
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While EBITDA margin of 10.5 percent compared favourably to last year's 8.7
percent, Dundee said the revenue decline was insufficient to make up for the
improved execution.
Backlog was up 50 percent year-over-year at $2.65 billion and flat quarter-onquarter.
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"We are doubtful, however, that the current level of backlog is sustainable
given the macro environment," wrote Dundee analyst Maxim Sytchev.
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Company Synopsis:

"While we don't dispute that infra / hydro / nuclear work will be available
(around 70% of co's business), getting mining work (ex potash) and energy (ex
oil sands overburden removal) will be very challenging, in our opinion."
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Dundee said that consensus EBITDA estimates have declined by roughly 18
percent for both 2015 and 2016, and there is also more scope for negative
earnings revisions, Sytechev added.
"Recall as well that current bidding backdrop will not be particularly kind to contractors suggesting that margin
expansion thesis is going to be challenged when jobs won in a competitive environment will show up in 2016/2017
P&L," he wrote.
The company also increased its dividend to 40 Canadian cents per share from the current 36 cents, implying a new
yield of 3.5 percent, but Dundee said that given multiple disappointments, the broker would like to see "a bigger margin
of safety".
Dundee downgraded the shares to "neutral" from "buy" and cut its price target to C$13.00 from the prior C$16.50.
Shares dropped almost 7 percent on Thursday to C$10.68.
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No investment advice
The Company is a publisher. You understand and agree that no content published on the Site constitutes a recommendation that any particular security,
portfolio of securities, transaction, or investment strategy is suitable or advisable for any specific person. You understand that the Content on the Site is
provided for information purposes only, and none of the information contained on the Site constitutes an offer, solicitation or recommendation to buy or sell a
security. You understand that the Company receives either monetary or securities compensation for our services. We stand to benefit from any volume which
any Content on the Site may generate.
You further understand that none of the information providers or their affiliates will advise you personally concerning the nature, potential, advisability,
value, suitability or profitability of any particular security, portfolio of securities, transaction, investment, investment strategy, or other matter.
You understand that the Site may contain opinions from time to time with regard to securities mentioned in other products, including Company-related
products, and that those opinions may be different from those obtained by using another product related to the Company. You understand and agree that
contributors may write about securities in which they or their firms have a position, and that they may trade such securities for their own account. In cases
where the position is held at the time of publication and such position is known to the Company, appropriate disclosure is made. However, you understand and
agree that at the time of any transaction that you make, one or more contributors may have a position in the securities written about. You understand that price
and other data is supplied by sources believed to be reliable, that the calculations herein are made using such data, and that neither such data nor such
calculations are guaranteed by these sources, the Company, the information providers or any other person or entity, and may not be complete or accurate.
From time to time, reference may be made in our marketing materials to prior articles and opinions we have published. These references may be
selective, may reference only a portion of an article or recommendation, and are likely not to be current. As markets change continuously, previously published
information and data may not be current and should not be relied upon.
The Site does not, and is not intended to, provide investment, tax, accounting, legal or insurance advice, and is not and should not be construed as
providing any of the foregoing. You should consult an attorney or other relevant professional regarding your specific legal, tax, investment or other needs as
tailored
to
your
specific
situation.
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