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Instructions for completing Share Appraisal Form (SAF)  
The information you need to complete the SAF is available from a variety of 
sources, including:  

• Financial section of newspapers  

• Broker websites  

• Company websites  

• Company annual reports  

• ASX website www.asx.com.au  

• Presentations by the company to analysts – these are usually provided to 
the market and are available in the company announcements section of 
www.asx.com.au  

The SAF has seven sections.  

 

Section 1 

 

Market capitalisation – calculated by multiplying the number of shares on issue 
by the current share price. This figure tells you how much the market thinks the 
company is worth.  

Company’s most recent published financials date – this is the most recent 
published accounts for the company which is either December 31 or June 30.  

Gearing – calculated by dividing the company’s net borrowing by shareholders’ 
funds (these figures are available in the company’s Annual Report). It is often 
worthwhile checking a company’s gearing level against the gearing level of other 
companies in the same industry.  

What does the company do and why do I like it? - you should be clear on 
exactly what the company does to make its profits. In order to make an objective 
assessment of a company’s potential it is important to understand the company’s 
business. Ask yourself questions such as:  

• Does the product/service have a bright future?  

• Is the company as good as or better than its competitors?  

• Does the company have a good reputation? 
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Section 2 

 

In this section you look at the growth pattern of the company in recent years. 
Looking at figures over the past five years tells you whether the company is 
getting better at what it does over time. The figures required to complete this 
section are available in the company’s Annual Report.  

Most recent year to – this is the current year we are in  

Gross revenue – this is the income of the business and is available from the 
annual report.  

Sales/revenue– the value of goods or services sold by the company.  

Profits for the company – the company’s net profits after tax (can also be net 
profit before tax).  

Earning Per Share (EPS) – the company’s net profit after tax, divided by the 
number of issued shares in the company. This figure is referred to as the 
‘earnings per share’ or EPS and is generally available in the annual report.  

 

Section 3 

 

This section presents some figures that can help tell whether the management of 
the company is acting prudently and efficiently.  

The ‘Company profits’ and ‘Sales’ figures are simply transferred from Section 2.  

Operating margin – compares the profits with the turnover. Generally, high 
operating margins tend to be good news.  

Return on Capital Employed – the capital employed is all the money used to 
finance the business – both shareholders’ equity and debt. Dividing the company 
profits by this figure gives the percentage return on capital employed. Again, a 
reasonable to high figure is good news.  

Consistently improving Operating Margins and Return on Capital are a good 
indication that the company is being managed efficiently. 
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Section 4 

 

The previous sections of the SAF are designed to help you assess the company’s 
performance. Section 4 requires you to consider whether the company’s shares 
are trading at a reasonable price. One approach is to look at share price 
movements, and the Price Earnings Ratio (PER) over recent years.  

High each year and Low each year – insert the highest and lowest share prices 
for the relevant year to show you the range the share price has traded in for each 
of the past five years.  

Earnings Per Share (EPS) – transfer the figures from Section 2.  

PE at High – the high share price for the year divided by the EPS.  

PE at Low – the low share price for the year divided by the EPS.  

The PE represents the number of years it would take for the company to pay you 
back for your investment (the share price); assuming profits stayed the same over 
time.  

The figure is often used as a guide to what other investors think the company is 
worth. Interpreting the PE, however, is not straightforward. A high PE can mean 
that the company is expected to grow quickly – but it may mean that the company 
is overvalued. A low PE may indicate that the company is not highly rated by the 
market – but can mean that the company is undervalued. It is also important to 
understand that PEs vary significantly from industry to industry.  

Today’s PE – you may be able to find the current PE calculation in the share 
tables of the newspaper  

Calculating past PE ratios - to calculate past PE ratios you may wish to use the 
financial year end share price (usually 30 June) divided by the EPS for the past 
three years. These figures are generally available in the annual report.  

PEG – Price Earnings to Growth, a ratio used to determine share’s value while 
taking into account earnings growth. PEG and future PEG values may be 
available from an analyst report. 

Interest Cover (sometime called Times Interest Earned) – this figure is a 
measure of financial leverage. It indicates the company’s ability to meet its 
interest bill from earnings. An interest cover of three times and above is generally 
regarded as a good indication that an entity’s interest bill is manageable. Interest 
cover can be calculated by dividing EBIT by Interest Expense.  

Cashflow per share – this is a measure of a firm’s financial strength measured 
by dividing total cash flow by the number of shares outstanding.  

 

 



ASX online courses – Instructions 

 

 4 

Dividend Cover – this ratio illustrates the company’s ability to pay its dividends 
from profits. The higher the dividend cover ratio the easier it is to pay dividends. 
The ratio is calculated by dividing EPS by dividends per share. This ratio is the 
inverse of a company’s dividend payout ratio, which is primarily determined by the 
company’s dividend policy.  

Future values – Analyst reports may be a good resource to find the future values 
for the above ratios.  

Completing section 4 enables you to compare the company’s current share price 
and PER with its historical share price and PER. You can also compare the 
company’s PER with that of its peers in the same industry. 

 

Section 5 

 

Completing section 5 gives you a visual representation of the company’s EPS 
performance.  

Use the vertical (y) axis to chart the EPS figure. At the bottom of the scale put a 
number a reasonable amount below the lowest EPS figure for the past five years. 
Half way up the y-axis put a figure close to the highest EPS figure for the past  
five years.  

On the horizontal (x) axis, list ten consecutive years – the last five years and the 
five to come.  

Mark in the EPS figures for the past five years. For future years, you will need to 
use analysts’ forecasts of the company’s EPS. One approach is to look at several 
analysts’ reports and take an average figure. EPS forecasts are usually only given 
a couple of years into the future. If you believe you can see a pattern based on 
these figures, you may wish to project the trend as far as five years ahead. Be 
aware though, that the further ahead you project, the less accurate those figures 
are likely to be. 

 

Section 6 

 

This section requires you to evaluate why the company has performed as it has, 
and to assess whether those factors will continue to be a feature of the company’s 
performance in coming years.  

The information needed here can be gleaned from sources such as the 
company’s Annual Reports, announcements lodged with ASX, analysts’ reports, 
media announcements and press clippings. 
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Section 7 

 

Having completed the preceding sections, you are at the point where you can 
decide whether these shares are worth considering as an investment.  

You should now be able to answer questions such as the following: 

• Are you confident that you understand what the company does? Do you 
believe its customers will continue to want its products or services for 
years to come?  

• Over the past five years, have the company’s sales and profits grown 
steadily? Are profits growing as fast as, or faster than, turnover?  

• Are earnings per share growing steadily, in line with sales and profits? Or 
are there extreme peaks and troughs in the EPS graph that are likely to 
recur?  

• Are the people who run the company doing their job well? Are they 
producing a good return on funds employed?  

• Do you believe the share price is fair, or preferably undervalued?  

• Having identified the reasons for the company’s success, do you believe 
they are strong enough to ensure its future prosperity?  

 

By completing the checklist in Section 7, you should have a good idea whether 
you think these shares are worth seriously considering as an investment.  

 

Disclaimers  

a) the sole purpose of the Share Appraisal Form is to facilitate the presentation of factual 
information to assist investors in making their own assessments about investing in a company’s 
shares; b) the information set out in the Share Appraisal Form is a guideline only, does not 
comprise an exhaustive set of criteria for assessing the performance of the company in question, 
should not be relied on as advice and does not purport to provide any recommendation or 
statement of opinion about financial products; c) the Share Appraisal Form does not include all 
information that may be relevant to the investor in assessing the performance of the shares in 
question and there may be other factors that should be take into account by the investor before 
making any financial decisions; d) investors should complete the Share Appraisal Form after having 
made the necessary enquiries and ASX does not accept any liability in connection with its contents; 
e) investors should consider obtaining independent advice before making any financial decisions. f) 
the Share Appraisal Form is a service that is provided by ASX free of charge.  

 

This document is part of the ASX online classes on www.asx.com.au.  
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