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AUSTRALIA

Tailwinds Strengthening For REA Group
The market for real estate listings has rebounded sharply from pandemic-related weakness and REA Group
appears well placed for volume growth in FY21.
-Still scope for value adding through agent services
-2019 likely to be the bottom of the listing cycle
-Price increases considered likely in FY22
By Eva Brocklehurst
REA Group ((REA)) sustained a healthy end to FY20, supported by a rebound in residential listings after the
pandemic restrictions were relaxed. In the second half volumes rose in both Sydney and Melbourne markets.
Morgans notes, for several reasons, listing volumes have trended down over recent years and in FY20 national
listings volumes were down -12%, although the key markets of Sydney and Melbourne fared better.
What is encouraging is that the market has quickly rebounded from the pandemic-related weakness. The
broker observes cheap money has outweighed other considerations and buyer inquiries were noted to be up
46% in June.

The second round of restrictions in Melbourne means a risk for the short term although it is likely listing
volumes will return once restrictions are relaxed. The broker notes the company's cash balance increased 62%
and, on its forecasts, REA Group will move to a net cash position in FY21.
As the company has kept the pay-out ratio relatively flat, does this suggest it may have other plans for the
cash? Given a mixed acquisition history and the likely involvement of News Corp ((NWS)) in any deal, Morgans
expects the market will scrutinise any expansion closely.
Meanwhile, an investment in 99 Group was finalised in the second half, which has boosted the competitive
position of the company in Indonesia and Singapore.
2

position of the company in Indonesia and Singapore.
Macquarie observes there is scope for value adding through agent services, with the company not currently
monetising landlord-managed listings. A new offering in this regard, to be presented in the current quarter,
will provide self-managed landlords with the choice to connect with an agency on the REA site or lease the
property directly.
Morgan Stanley is the sole Overweight rating on FNArena's database, expecting substantial growth and churn in
real estate activity lies ahead for the company. The broker cites a precedent from a number of international
markets where this has occurred after restrictions have eased.
Ord Minnett takes the opportunity to downgrade to Hold from Accumulate, calculating there is a lack of
valuation support in the stock. On the database there is one Buy rating and five Hold. The consensus target is
$106.63, suggesting -5.4% downside to the last share price.
REA Group provided no earnings guidance, as is the usual practice. However, in July, residential listings were
up 16%, although the second lockdown in Melbourne is having a material adverse impact on the first quarter.
The company has extended its customer support measures to the end of September in Victoria.
Credit Suisse found the commentary on tight cost control positive, although suspects an improvement in the
operating environment could mean costs head above the target, and acknowledges this would be a good
problem to have.
The pace of the recovery since the pandemic restrictions were lifted signals 2019 is likely to be the bottom of
the listing cycle and volume growth is expected in FY21. On this basis, Ord Minnett expects listings growth
should recommence in the fourth quarter of 2020 and accelerate throughout 2021, primarily as mortgage
holidays and lockdowns expire.
Supportive Environment
Macquarie agrees the business is well situated for strong growth but the outlook appears to be priced into the
stock. In the second half of FY20 volume declines of -10% were partially offset by yield growth and cost
measures.
Nevertheless, recent listing activity has been firm amid continued strength in July, with Sydney up 47% and
Melbourne up 13%. Macquarie finds activity in other parts of the country hard to assess and retains an estimate
for volume declines of -15% in the December half year.
There are several tailwinds Ord Minnett tots up, including low interest rates, lifestyle changes, relief on
stamp duty and the well-capitalised buyers clearing the supply backlog and creating more confidence
among vendors .
Yet Morgans warns, with depth revenue now representing over 78% of REA Group's domestic revenue base, the
ability to counteract any depressed listings environment has diminished. The broker assesses the company's
fortunes will be much more closely aligned to the domestic listing environment in future.
Price Increases
No price increases are expected for residential depth products in FY21, while the company is expected to opt
for a price increase in FY22. UBS concludes that REA Group is weighing up short-term profit outcomes versus
the longer-term benefits of supporting customers through the current crisis.
In favouring the latter this could manifest via a delay to direct price increases and the monetisation of new
products such as leads and data. Earnings contributions from new products are unlikely to be significant in FY21
and there is a possibility the company attaches access to new products to the next price/contract review for
higher tier customers.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Yield Support Rescues Aurizon
Aurizon Holdings faces several challenges in FY21 not the least being the weak coal pricing affecting haulage
earnings.
-Buybacks and yield support coming to the rescue in valuation
-Weak coal demand/prices likely to prevail in FY21
-Bulks transform from loss-making amid new contracts
By Eva Brocklehurst
The outlook for Aurizon Holdings ((AZJ)) is finely tuned to coal prices, bulk volumes and contract
re-negotiations on its network. Coal haulage earnings were flat in the second half of FY20 while bulks
performed strongly.
Aurizon expects flat volumes in FY21 within the coal haulage business while bulks are expected to grow 5-10%.
FY21 guidance has been lowered to earnings of (EBIT) $830-880m because of flat volumes and the impact of
under-collecting on the network.
Macquarie considers the stock defensive and the share price supported by continued buybacks, which have
been guided at $300m in FY21. Volume recovery presents upside and if this does not emerge then downsizing of
coal operations could be on the cards.
However, Morgans points out, while the company is positioning as best it can to take advantage of a recovery
in coal export demand, this is a high fixed-cost business and cannot suddenly reduce and then subsequently
increase capacity.

Buybacks & Yield
Volume uncertainty and the pending outcome of court decisions do create risks for FY21, in Macquarie's view.
The company has been a successful litigant in the Acacia Ridge sale and also in the Wiggins Island rail project
4

contract.
Success in these actions could mean additional support for buybacks, the broker adds. Credit Suisse expects,
with management committing to progressively add debt, a further $400m in buybacks is likely in FY22.
However, should the independent expert require additional investment to address a capacity deficit in the
Central Queensland Coal Network then this could make inroads into the amount available.
While acknowledging the relative resilience of the stock and appealing capital management at a median
valuation, Morgan Stanley is cautious, and notes there are few short-term re-rating catalysts.
Citi ascertains the cash dividend coverage is strong despite the potential for weaker earnings and envisages
a sustainable dividend yield of 5-6%, with options for capital returns from the re-gearing of the operating
division balance sheet calculated to unlock a further $900m that can be applied to buybacks.
In line with its forecasts Morgans estimates an FY21 distribution of 26.7c. At current prices this implies a cash
yield of 5.7%. The broker assesses the distribution could average an even higher rate of 29.5c across FY21-23,
if earnings actually follow the outlook.
Coal
Citi highlights the lack of visibility around coal volumes and network revenues as the key risks. The broker
forecasts a decline of -3% in FY21 for coal earnings but the outlook is contingent on no material increase in
competition that would place further pressure on freight rates.
Historically, weaker demand and falling prices have led to do a decline in coal haulage volumes and Citi
expects FY21 will be no different. A pick-up is anticipated in the second half of FY21 but the extent of this is a
vexed question.
To become more positive, Citi would require improvements in the coal price, export demand and capacity
utilisation in Chinese and Indian steel mills. The company has highlighted no earnings growth in FY21 as
volumes have not emerged to counter the impact of lower contract pricing.
Macquarie points out volume trends over the last seven years have been at the lower end of 210-220mt and
growth appears somewhat elusive. Volumes were flat for the third year in a row and most likely will be again
in FY21. Re-contracting also means exposure to variable revenue increases to 40-50% from 30-40%.
UBS does not consider the current pressures on coal volumes are a structural issue and expects earnings will
recover in line with steel production/power generation over time.The broker assumes coal volume growth will
recover from FY22 but agrees this is largely dependent on the impact of the pandemic on economies and the
coal price.
Macquarie assesses, while the short-term demand for coal is uncertain, the longer-term outlook is becoming
increasingly clear as de-carbonisation of power generation accelerates. Aurizon has emphasised the
longer-term market for seaborne coal, particularly metallurgical coal, is driven by infrastructure developments
and energy demand in Asia.
However, as the broker points out, Japan has accounted for 31% of Australian coal exports and announced it
will be phasing out all inefficient coal plants by 2030. Macquarie assesses Aurizon has limited growth
opportunities although management is not hiding from the challenge. The company is vulnerable to a
technology shift in electricity generation, and hydrogen will also challenge the long-term outlook.
Bulks
Bulks have transformed from a loss-making business three years ago, attributed to winning new an extended
haulage contracts and efficiency improvements. The division reported underlying FY20 earnings of $90m, 19%
ahead of Citi's forecasts.
Bulks contributed around 20% of "above-rail" earnings in FY20 and all the growth. The broker anticipates
sustainable earnings for the bulk division of $90-100m out to FY23, but this is dependent on pricing integrity
and operating costs.
In June, Aurizon expanded services to cement products on the Kalgoorlie freight line and the purchase of the
Townsville ports business should also provide earnings growth in FY21, although Citi requires further details
regarding integration.
While retaining a Buy rating based on appealing relative valuation to the ASX 200 ex resources and scope for
further capital returns, the broker acknowledges a high conviction viewpoint is difficult at this stage.
FNArena's database has five Buy ratings and one Hold (Morgan Stanley) with a consensus target of $5.22 that
5

FNArena's database has five Buy ratings and one Hold (Morgan Stanley) with a consensus target of $5.22 that
suggests 12.3% upside to the last share price. The dividend yield on FY21 and FY22 forecasts is 5.7% and 6.3%,
respectively.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Logistics Tenants Provide Relief For GPT
A slump in retail rental income has impacted heavily on GPT Group but the proportion of office/logistics
income and development is rising as a counter weight.
-New distribution policy dependent on rental collections
-Retail leasing remains on similar terms to before pandemic
-Logistics occupancy/development the bright spot
By Eva Brocklehurst
The retail portfolio of GPT Group ((GPT)) weighed heavily on the REIT's first half results as the pandemic cut a
swathe through business operations and caused significant disruption to rental collections. The company has
cited a slump in retail income because of business closures and operating restrictions, reporting a -$75.5m hit
from pandemic-related rental relief.
Morgan Stanley, along with several other brokers, suspects GPT has been risk averse with its accounting,
conservatively assuming that only $13m of uncollected rent will be recovered and the remaining 87% either
waived or lost. This conservative assessment suggests scope for some upside although, while the pandemic is
troubling for 2020, the longer-term impact is also debatable, Citi adds.
First half free funds from operations of $244.5m were -22% below the prior corresponding half. The trust
expensed $33m in credit provisions against rental income contractually due but not yet received. Across the
combined portfolio $35m of provisions were raised against $49m in rental income owed. This is in addition to
$52m in rental abatements either agreed or expected.

Management has reiterated a new distribution policy of 95-105% of free cash flow. Hence, a second half
dividend is likely but will depend on the extent of rent collections over the rest of the year. No other 2020
guidance was provided given the uncertainty.
7

Despite only collecting 81% of first half rental income, GPT delivered a distribution that equates to an
annualised 4.8% yield at current prices. Gearing is on the rise, given a decline in asset values, but Macquarie
still expects the balance sheet to remain strong and that will allow the trust to pay a final distribution.
Morgan Stanley also notes the cost of debt came in at 3.1% for the half and is expected to stay low throughout
the rest of 2020 while Goldman Sachs estimates GPT would be able to withstand a further -26% deterioration in
the value of its underlying real estate holdings before reaching the upper end of the 25-35% gearing range.
Retail
Customer numbers rebounded strongly from the April lows and are now within 15% of pre-pandemic levels
for the portfolio outside of Victoria. Foot traffic is recovering and Macquarie highlights the online leakage
witnessed at the peak of the national lockdowns has also started to reverse.
On the positive side, day-to-day retail leasing was on similar terms to before the pandemic. Valuations fell
-10.5% but still reflect 2.7% market rental growth, which Citi considers is very optimistic.
The company has also confirmed there will be no change to the structure of retail leasing deals negotiated
since the onset of the pandemic. This suggests to the broker that deal structures will be maintained on weaker
prices and lower volumes.
Ord Minnett continues to expect retail income will stabilise at 85-90% of 2019 levels although defers cash flow
stability to the second half of 2022 to reflect the company's high exposure to Melbourne, noting Melbourne
Central represents 25% of the retail portfolio. Potential developments at Melbourne Central and Rouse Hill in
Sydney are on hold.
The Melbourne shopping centres also attracted Morgan Stanley's attention, as Melbourne Central has collected
just 45% of its rent over the last six months. More than 40% of retail income arises from Melbourne Central and
Highpoint and, coupled with the second lockdown, the broker finds it difficult to envisage how the December
half year could be materially stronger than the June half.
Macquarie agrees the exposure to Victoria makes for heightened retail risk. As of the past weekend (August
7-8) foot traffic was down -80%. Still, retail development has decreased by -48.6% since December and
exposure to Victoria has reduced while exposure to New South Wales has increased.
Office/Logistics
The company has pointed out vacancies in the office portfolio rose to 5.6% as of June, from 1.7% in December.
With a large number of tenants working from home the change to any requirements post the pandemic remains
unclear, Citi points out. Incentives are rising and risks are skewed to the downside as a result.
The largest contributor to vacancies was the departure of Deloitte from the CBW complex in Melbourne.
Broadly, incentives in recent leasing deals within the office portfolio have risen to the mid-high 20% range
compared with an average of 17% in the first half. On a positive note, only 9% of the portfolio expires by the
end of 2021 and the future development pipeline for office has increased by 39.5% since December.
Goldman Sachs concludes a material stepping down of net effective rents over the next two years will affect
all office landlords. given rising vacancy rates in Sydney and Melbourne.
Occupancy across logistics was in stark contrast, rising to 99.8% in June from 95.7% in December. Tenant
interest remain strong for developments currently underway and Macquarie notes a $1bn development pipeline
that should assist in the shift in asset mix towards this segment. Logistics valuations were up 2% in the half and
another $129m in assets remain under construction.
Goldman Sachs, not one of the seven brokers monitored daily on the FNArena database, has a Buy rating with a
$5.32 target while the database has five Buy ratings and one Sell (Morgan Stanley). The consensus target is
$4.50, suggesting 16.0% upside to the last share price. The dividend yield on 2020 and 2021 forecasts is 5.1%
and 6.3%, respectively.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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James Hardie Enjoys Better Margins, Again
Strength in new US housing starts drove another forecast-beating performance from James Hardie in the first
quarter and new product releases later in 2020 are expected to provide even more gains.
-Better volumes in the US on a reduced cost base
-North American margins for fibre cement at 10-year highs
-Improved engagement with customers helping supply response
By Eva Brocklehurst
The US remains a purple patch for James Hardie ((JHX)) with strength in new housing starts reflected in
healthy volume growth in the first quarter, despite the pandemic. This provided some offset to low
renovations activity while favourable pulp/freight costs offset higher per-unit production costs.
Goldman Sachs sums up the sturdy performance as a combination of margin expansion, gains in market share in
fibre cement across North America & Australia and a supportive construction backdrop in North America.
The area which surprised brokers was North American margins that have continued to grow ahead of most
estimates. Goldman Sachs suspects there is some benefit from "abnormalities", including better volumes on a
reduced cost base that has been skewed towards a severe downturn.

North American margins for fibre cement are at a 10-year highs, Morgan Stanley notes. The broker had
previously expected pandemic shutdowns would adversely affect activity in the second quarter more than the
first but the outlook is better than feared. With potential to outperform and an improving post-pandemic
market, James Hardie remains Morgan Stanley's preferred pick across the Australian industrials coverage.
The company is guiding to second quarter US exteriors volume growth of 7-11% and earnings margins are
expected to be 27-29%. FY21 net profit guidance is US$330-390m and the stay on the dividend payment will
continue. UBS pencils in a $0.42 final dividend, suspecting James Hardie could reverse this policy if conditions
9

improve.
Macquarie believes the upper end of the guidance range is "very attainable" given current trends but was
surprised it was provided so early in the year, interpreting this as confidence in internal execution amid better
visibility emanating from close relationships with customers.
The broker observes a lot is going right for the company at present as input costs remain benign and the
environment in North America is surprisingly buoyant. Guidance assumes a "low bar" for the first half,
Macquarie suspects, especially given the strong anecdotal evidence that suggests demand remains robust for
single family homes.
When weighing up the strong July revenue growth and higher margins against flat net profit guidance at the
mid point, Credit Suisse believes management has allowed for a cooling off in demand.
The broker's discussions with the industry imply products are struggling to keep pace with the sharp rebound in
demand and James Hardie is doing better than most. Credit Suisse agrees improved engagement with
customers is providing “real-time demand signals”.
Six consecutive quarters of margin decline in Europe means traction could be hard to re-establish, UBS asserts.
Disruptions in France and the UK drove weakness in the quarter, although the company is confident disruptions
are unwinding. Credit Suisse notes improving trends in the second quarter, and while forecasting revenue
growth of 17% for fibre cement lowers the margin to 8.3% because of lower production efficiencies.
Meanwhile, despite closures due to the Covid-19 outbreak in the Philippines and New Zealand, Asia-Pacific
earnings margins expanded and Australia reported a 28% margin, similar to North America.
PDG
Primary demand growth (PDG) featured as usual, albeit the company did not explicitly state a figure. UBS
calculates it averaged more than 6% while the market appears to be pricing in less than 4%. However, the
broker points out a difference in timing and pace of housing construction could cause PDG to be misleading on
a quarterly basis as the pandemic may have delayed or pulled forward construction projects.
In turn, this may explain why the company did not state a figure. The broker suspects the market will continue
to price in conservative long-term expectations for US PDG as well as earnings margins and then be forced to
revise these up.
New Products
While concentrating on the core fibre cement offering, new products will be an increasing area of focus in the
year ahead. The company intends to announce details later in 2020, with Goldman Sachs suspecting it will
target the structural growth drivers that exist in the US market, including a lack of skilled labour and
affordability in both new construction and renovations markets.
UBS expects products could include EasyTex, a substitute for stucco, and HardieDeck a substitute for timber
decking. This should provide an opportunity to lift market expectations further in terms of PDG over the longer
term.
UBS believes investors are buying the stock for its ability to grow even when the market is contracting
and also suspects James Hardie has benefited from bushfires in California that has accelerated the adoption of
fibre cement in these areas. Macquarie suspects the expectations for incremental investment of 200-300 basis
points in new product will largely be countered by volume growth.
Citi assesses the stock is priced for perfection as revenue momentum continues to accelerate and downgrades
to Neutral from Buy. Positive earnings margin outcomes in FY21 in the US are now fully factored into the stock,
in the broker's view.
Goldman Sachs, not one of the seven stockbrokers monitored daily on the FNArena database has a Buy rating
and $37.23 target. The database has five Buy ratings and one Hold (Citi). The consensus target is $34.88,
suggesting 9.9% upside to the last share price. Targets range from $33.10 (Citi) to $36.00 (Macquarie).
See also, US Housing Underpins James Hardie on June 23, 2020 and Resilient Start To FY21 For James Hardie on
May 20, 2020.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Supermarkets Stand SCA Property In Good
Stead
Resilient supermarket tenant income stands Shopping Centres Australasia in good stead as the Covid-19
pandemic impacts retail activity.
-Gearing remains low following re-capitalisation
-Earnings growth could be limited in current environment
-Minimal impact expected from second lockdown in Victoria
By Eva Brocklehurst
Expectations vary widely for Shopping Centres Australasia ((SCP)) as it negotiates the retail minefield caused
by the Covid-19 pandemic. Will the supermarkets that predominate across the company's portfolio provide a
safe haven?
While electing not to provide guidance for FY21 the company has indicated there is no discernible difference
between the sales growth experienced by Woolworths ((WOW)) and Coles ((COL)). Sales are expected to
remain robust although the effect of the pandemic on shopper behaviour "will linger".
The stock is defensive as a result, several brokers assert, with Ord Minnett pointing to a 75% weighting to
neighbourhood centres, valued at a 6.35% capitalisation rate (the ratio between an asset's operating income
and market value), which offers secure income.

The impact of the pandemic remains hard to predict but Moelis assesses that once it passes, Shopping Centres
Australasia will experience only a moderate reduction in longer-term net operating income.
Goldman Sachs, too, expects the low exposure to discretionary goods combined with the ongoing cash
collection process means the rental shortfall should improve. That said, the broker anticipates earnings growth
11

is likely to be limited because of the difficult trading environment for specialty tenants and few acquisition
opportunities.
There was a rent shortfall through to June of -$22.7m because of the pandemic but UBS agrees the resilient
income and under-geared balance sheet should mean the company can withstand the impact. FY20 free funds
from operations (FFO) of 14.65c per unit were down -10.3% and Macquarie notes the distribution was not
covered by the cash-adjusted FFO, with a pay-out ratio after adjustments of 106%.
Meanwhile, occupancy is stable at 98.2% with specialty vacancies up slightly to 5.1% from 4.8% as of December.
Leasing volumes were strong with 39 new leases and 55 renewals signed between March and June. Gearing is
low at 25.6%, following the completion of an institutional placement in April, which raised $250m, and a unit
purchase plan in May.
Macquarie suggests that while this equity raising was designed to protect the balance sheet, if there is no
deterioration in the macro environment the company could look to acquire assets. One new property was
acquired for $33m, Bakewell in Northern Territory, on a 7% yield.
The company is well within debt covenants and Credit Suisse envisages the risk of any short-term breaches is
low. The broker calculates $300m in acquisitions could be funded through debt and gearing still remain below
32.5%, although acknowledges the company does not intend to stretch the balance sheet at this point in time
Leasing Strategy
While there is merit in continuing the current leasing strategy of accepting lower rents and higher
incentives to lift occupancy, this may cause difficulties to re-accelerate comparable income growth.
Hence, Goldman Sachs does not allow for any potential reversal of expected credit loss provisions in future.
On the other hand, Morgan Stanley assumes 85% of rent will be collected in the December half and then 90%
from January 2021 onwards. The broker finds the stock attractive in a relative sense because of the 48% of
rents mostly derived from supermarket anchors. Incentives in new deals are now running at 13.8 months
compared with 11 months in FY19.
Victoria
Rent collections in July improved to the mid 80% levels but are expected to deteriorate again with the
renewed lockdown in Melbourne. However Macquarie calculates the impact is likely to be minimal, estimating
a 5.4% income exposure to closed stores in that state and, allowing for a six-week impact from lockdowns, a
-0.6% headwind to earnings.
Citi remains bearish on the retail outlook and envisages scope for the pandemic to lead to a structural
re-setting of rents and property values. While there may be potential upside from accretive acquisitions these
are likely to take longer to eventuate previously expected.
Yet, the stock trades on in FY21 distribution yield of 5.4%, Moelis points out and it should remain well
supported because of its defensive characteristics and conservative balance sheet.
Outside of the seven stockbrokers monitored daily on the FNArena database, Moelis expects a slight
improvement in the first half and has a Hold rating and $2.44 target while Goldman Sachs has a Sell rating and
$2.00 target. The database has one Buy (Morgan Stanley), four Hold and one Sell (Citi). The consensus target is
$2.29, signalling 3.2% upside to the last share price.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Magellan Financial Targets Low-Cost Demand
Magellan Financial has introduced several new investment strategies designed to keep fund flow happening
over the medium term.
-Fund flow momentum critical to sustaining a premium valuation
-Strategies intent on capturing demand for lower-cost product
-Brokers wary of potential margin compression
By Eva Brocklehurst
Magellan Financial ((MFG)) used its FY20 results briefing to introduce several investment strategies designed to
procure growth over the medium term. Nevertheless, while the launch of low-cost strategies appears
attractive, several brokers assess the risk of margin pressure and cannibalisation is heightened.
New closed-end partnerships will add permanent capital but at the cost of funding investor discounts, UBS
points out, and highlights the maintenance of momentum on fund flows is critical to sustaining the premium
valuation in the stock.
Citi considers the new core strategies are positive for the expansion of the company's total addressable market
to a more price conscious segment, and should be accretive to bottom line profit as funds grow over time. The
broker remains attracted to Magellan Financial's positive leverage to equity markets and the innovative way
momentum is being supported.

Net profit was $396m in FY20 while base management fee revenues were $587m. Closing June FUM (funds
under management) of $97.2bn was up 12%. No bonus deferral was announced and outstanding deferred
bonuses have been paid, so the cost-to-income ratio in FY21 should improve UBS believes.
Credit Suisse assesses this may be one of the better results to come out of the current reporting season,
although the valuation requires it. Magellan Financial is the most expensive fund manager in the broker's
13

coverage and, while no negative catalysts are envisaged, the appeal is limited.
Pricing in $23bn of incremental FUM across the company's initiatives, Ord Minnett calculates there could be 20%
upside to its price target. Some of this upside could be incorporated ahead of the FUM flow, when the
strategies are better defined and proven. In FY21 and FY22 the broker upgrades estimates for FUM net profit
by 5% and 9%, respectively. For now, however, the stock is considered fully priced.
Growth Initiatives
Significant flows are expected from global fund consolidation and the associated capital raising via a rights
issue. Under the rights issue, unit holders in the Magellan Global Fund can subscribe for additional closed
class units and receive additional units worth 7.5% of the subscription.
UBS notes partnership initiatives are becoming a more common feature with discounts being offered for
permanent capital. The Global Fund restructure could raise $1bn in FY21 at a cost of $75m, assuming a 20%
take-up rate, the broker adds.
Magellan Financial will also launch its new core series for active ETF (exchange traded funds) and unlisted
structures, including an international fund, ESG (environment, social and governance) fund and infrastructure
fund. The company asserts, despite lower management fees, these remain higher net margin offerings and are
highly scalable.
The low-cost, less actively managed, variation on the three strategies is intended to capture the growing
demand for lower-cost products, servicing a segment of the retail market not previously captured.
At first glance, Morgan Stanley accepts the new core strategies could lead to higher retail flows but also to
back book margin pressure. This is similar to the conclusion UBS comes to: strong trends in flow could still be
maintained but with increasing costs and potential for longer-term margin compression.
Despite management's statement to the contrary, Credit Suisse suspects there may be some cannibalisation of
existing higher margin products and/or future flows and Goldman Sachs is also wary of cannibalisation, given
the difference in fee structures between the active and core strategies.
Goldman Sachs finds limited further detail regarding the keenly awaited retirement income product, noting
the pandemic appears to have slowed the overall process in obtaining regulatory approvals.
"Sustainable Strategies" will be launched to domestic retail investors by the end of 2020 and Credit Suisse
believes there is scope for institutional sustainable strategies to start attracting inflows given a three-year
track record has been established.
FNArena's database has five Hold ratings and two Sell. The consensus target is $59.75, signalling -7.1%
downside to the last share price. Targets range from $48 (Morgan Stanley) to $67 (Citi). Goldman Sachs, not
one of the seven stockbrokers monitored daily on the database, retains a Neutral rating with a $53.77 target.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Seek Reassures Market Re Current Strategy
Seek has taken a sober view on the FY21 outlook for job advertisements, expecting further declines until a
slow recovery in the second half.
-Dynamic pricing should deliver longer term benefits
-Continues to invest in core business and Early Stage Ventures
-Upside hinges on monetising utility provided to recruiters and SMEs
By Eva Brocklehurst
As unemployment grows and a growing number of industries shed personnel, Seek ((SEK)) has bitten the bullet,
framing a substantially weaker earnings scenario for FY21.
The company's "illustrative" operating earnings guidance is calculated at $330m, well below expectations, and
the drivers appear to be largely cyclical: reduced Australasian revenue on lower volume assumptions, lower
listings growth in Asia and a softer outlook for Zhaopin.
Goldman Sachs assesses the company is taking a conservative stance but suspects there is greater leverage in
job advertisement yields to the economic cycle than previously appreciated. The broker revises FY21-23
estimates materially lower to reflect the FY20 result and the FY21 outlook but expects volumes to recover and
the company benefit from its investments.
Ord Minnett forecasts Australasian job listings in FY21 will drop by -18.5% and Australasian revenue is unlikely
to match FY19 until FY22.

Pricing
Over the longer period there are positive offsets as dynamic pricing has now been launched for all customer
groups and UBS suggests this may have potential to grow the earnings base, although costs would have to
revert from from the lows of FY20-21.
Morgans finds commentary around the yield impact of a transition to a variable pricing model underwhelming
at present but acknowledges this is understandable given the current operating environment.
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The "illustrative scenario" is telling, Credit Suisse asserts, in that it effectively assumes declines in billing in
July will continue throughout the first half before there is some recovery in the second half. The broker
significantly reduces estimates to reflect this but remains of the view that the pricing model transition should
deliver longer-term benefits.
Morgans also points out, in a period where most companies are tightening up, Seek continues to invest in both
its core business and Early Stage Ventures. Investment in analytics, architecture, security and innovation
increased by 15% in FY20.
The company has also sought to reassure the market on the merits of its current investment strategy, based
around human capital where there are very large addressable markets. Morgans notes geographic expansion of
marketplaces, which has had mixed results, ceased some time ago. Hence, the attraction is now in the large
end-markets the company is seeking to dominate.
The broker believes it will take time and investment to replicate the domestic success overseas and the
most material opportunity is in Zhaopin. Zhaopin was relatively resilient in FY20 with online revenue down
-11% and a total revenue uplift of 21%. Morgans notes a change in revenue recognition at Zhaopin means, on the
surface, the revenue performance will look weak over the next two years.
While the domestic business is unlikely to be ex growth as yet, the drivers are now different from previously.
Structural print-to-online tailwinds are largely over, UBS assesses, and the upside will hinge on monetising the
utility being delivered to recruiters and small-medium enterprises (SME).
Quality Stock
The broker likes the stock and the quality of management as well as the long-term strategic plan. Still, the
short-term downgrades caused by the pandemic are material. Ord Minnett agrees there is an impressive track
record from management with high returns on investment and this can continue despite macroeconomic
headwinds, yet lowers operating earnings estimates by -25.8% and incorporate management's scenario.
Given ongoing unemployment, the broker finds it prudent to wait for a better indication of what the job
situation is like in the December quarter along with assessing the impact of repeated lockdowns on large parts
of the retail and tourism market, downgrading to Hold from Accumulate.
Morgans, too, awaits more concrete evidence of the return profile and ability to accelerate earnings in the
core business, but has moved its rating to Hold from Reduce.
Credit Suisse notes debt metrics would be uncomfortable under normal circumstances but increased
covenant limits to June 30, 2021 will provide headroom. Receipt of dividends from Zhaopin also remains an
option as Zhaopin has immediate access to around $250m in cash.
FNArena's database has three Buy and three Hold ratings. The consensus target is $21.06, suggesting 7.6%
upside to the last share price. Targets range from $17.90 (Morgans) to $23.10 (Credit Suisse). Goldman Sachs,
not one of the seven stockbrokers monitored daily on the FNArena database, has a Neutral rating and $17.30
target.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Material Matters: Copper, Gold & LNG
Copper overvalued; economic backdrop to drive gold prices up further; Asia benefiting from low LNG prices.
-The copper market is likely to be in surplus for the next 12-18 months
-Gold prices expected to hit US$2300/oz by 2021
-Iron ore prices forecast to continue to rise in FY21-22
By Angelique Thakur
Copper: Danger ahead
Copper has been one of the best performers in the commodities market in recent weeks. Most of this can be
attributed to China’s rapid economic recovery along with pandemic-related supply disruptions in the world.
In spite of this, ANZ Bank sees risks skewed to the downside for copper prices. The economic backdrop remains
challenged with global industrial production growth in negative territory.
Resurging covid-19 cases globally are threatening to disrupt the economic recovery that began in the second
quarter. China is the outlier, with manufacturing and industrial activity rebounding strongly, but this can only
offset the weakness in the rest of the world for so long.
The analysts forecast demand to fall -4% in 2020. Growth is forecast to remain subdued in 2021. Thus, copper
at current price looks overvalued to ANZ Bank.
With the pandemic-related supply disruptions expected to ease in the coming months, the bank analysts see a
surplus in the copper market for the next 12 to 18 months.
This will likely see copper prices come under pressure, they warn.

Gold: The party continues
Goldman Sachs has raised its 2021 gold price forecast by 15% to US$2,300/oz, with additional rises of 10% and
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5% in 2022 and 2023. Long term, the broker's gold price forecast remains unchanged at US$1,550/oz.
With more downside expected in US real interest rates, Goldman Sachs’ commodities team expects gold to
remain a beneficiary.
For gold producer stocks under Goldman's coverage, upgrades in forecast gold prices have led to operating
income estimates being revised upwards for FY21-22. While the sector is already trading at a premium to the
analysts' base case valuation, Goldman continues to see relative value in selected names.
In this environment, companies that are leveraged to higher gold prices, have organic growth options and are
trading at a discount relative to the sector, will outperform, the analysts suggest .
Switching focus to the August reporting season, gold producers Newcrest Mining ((NCM)), Evolution Mining
((EVN)), Northern Star Resources ((NST)) and Western Areas ((WSA)) in the nickel sector are all expected to
provide FY21 guidance.
The analysts retain their Buy rating on St Barbara ((SBM)), Saracen Mineral Holdings ((SAR)), Resolute Mining
((RSG)) and OceanaGold Corp ((OGC)). Sell ratings remain in place for Evolution Mining ((EVN)) and Regis
Resources ((RRL)).
Iron Ore: No material increase in supply expected
Ord Minnett expects iron ore prices to rise further and has increased its price forecasts by 19% in 2021 to
US$100/t and by 10% to US$86/t for the following year.
Despite the recovery in Vale’s output to about 1mt per day, Ord Minnett feels the miner is unlikely to improve
output materially over the next 12 months. China, expected to rev up its steel production in 2020 by 3%, is
another reason for Ord Minnett's change of heart.
The analysts think prices could remain well above cost curve support levels until production from Rio Tinto’s
((RIO)) Simandou project comes to market. But this could still be five to seven years away.
Unsurprisingly, higher prices will also affect the miners' prospects. Ord Minnett expects net profits to rise by
26-45% in FY21.
Among miners, Ord Minnett prefers BHP Group ((BHP)) and Rio Tinto. While iron ore has surged about 30%, both
stocks have given a lacklustre performance, trading flat year to date. Between the two, Ord Minnett favours
Rio Tinto a tad bit more because of its relatively cheaper valuation.
Despite factoring in higher earnings for Mineral Resources ((MIN)) in FY21, Ord Minnett notes the valuation
hasn’t kept up with the share price. This compels the analysts to downgrade their recommendation to Lighten
ahead of the company providing FY21 guidance.
Ord Minnett's updated iron ore price forecasts remain below the current price of US$121/t implying earnings
risk remains to the upside.
LNG: Production continues to decline
LNG production in July was on the weaker side, yet again, with US plants reducing production. This is the sixth
consecutive month of production decline. JP Morgan estimates global plants to be operating at utilisation of
74%.
LNG prices are starting to recover with JP Morgan estimating a 16% increase in July prices to US$2.83/mmbtu.
This price implies a 9% slope on the three-month lagged Brent oil.
With the Brent oil price falling considerably in February and March, JP Morgan expects LNG contract prices on a
three-month lag to fall in the months ahead.
Forward rates, too, indicate considerably stronger prices by year-end with the JKM forward prices in contango.
On the demand front, imports to Asian countries have increased in 2020 to 1.6% versus 0.3% last year.
Despite weak global economics led by the pandemic, Asian LNG demand remains steady with China’s imports
up 11% year to date while South Korea’s imports are up 30% versus -10% in 2019.
It looks like in the current weak demand environment, mostly centred in Europe due to high gas storage levels,
the ultimate winners are Asian countries taking advantage of these low prices.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
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Material Matters: Zinc & East Coast Gas
Zinc’s recent rally and what may happen next; east coast gas production levels rose in July
-Zinc price may reach US$2,500/t by the fourth quarter
-Analysts divided in their projections for zinc in the year ahead
-Low LNG prices may disincentivise investment in production
By Angelique Thakur
Zinc prices: Higher for longer?
The LME zinc price gained 16% over the last month to US$2,392/t. The rise can be attributed to macro drivers
like a weakening US dollar, rising money supply and inflation expectations.
At the same time, LME zinc inventories also increased by 61% month on month to 197kt.
Morgan Stanley analysts highlight the present situation is similar to that seen in 2009 when both the price of
zinc and the metal's inventory rose simultaneously after the Global Financial Crisis.
The current inventory level amounts to 2.7 weeks of global consumption, considered low enough by Morgan
Stanley for the situation to persist in the near term.
In addition, supply disruptions have kept the market tight for most of the year to date, putting a pause on
many years of a bearish zinc supply narrative. Citi expects the market to be more balanced until the first half
of FY21.
But Morgan Stanley feels the price outlook is bearish. The analysts at Morgan Stanley feel with easing
constraints and rising inventories, there is a downside risk to the price.
Mines have started ramping up supply, highlight Morgan Stanley analysts, referring to the latest numbers
coming out of China and Peru. Shipments from Canada’s Red Dog mine are also beginning to improve and the
market is expected to move to surplus.
In terms of demand, China’s recovery continues with strong export orders and an expanding manufacturing
PMI. This has Morgan Stanley expecting zinc demand to grow at around 2.5-3% year on year.
However outside China, demand remains subdued. End-use markets seem to be recovering, Morgan Stanley
acknowledges, but it will be some time before they normalise.
Taking into account the recovery in supply and tepid demand (except in China), zinc inventory will likely
continue to build over the coming months. This will likely lead to a price correction, predicts Morgan Stanley,
with zinc falling back to around US$2000/t.
Presenting a different view, Citi analysts do not consider zinc to be overvalued especially when compared to
the levels at which other metals have been trading. They consider the present context more as zinc playing
catch-up after lagging through June.
Analysts at Citi had expected zinc to touch US$2,300/t over the next 6-12 months driven by lower refined
production in the second half and strong demand from China. The fact this level was breached so soon does
not imply there will be a material pullback in the price, Citi reassures.
Zinc prices have a better chance of holding on higher for longer, Citi analysts predict. They do not find market
positioning overly stretched and do not believe prices will pull back unless risk increases.
Zinc appears to be trading according to Citi’s bull case that was based on positive covid-19 news. If this
scenario is realised, Citi analysts see the potential for zinc to reach US$2,500/t in the fourth quarter.
When looking at the metal’s improving supply-demand sentiment and cost profile, Citi concludes zinc prices do
not seem overbought. Prices should hold higher for longer.
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Domestic LNG cheaper than imports
July saw east coast LNG production reach a new record at 2,013PJ annualised, primarily from Queensland, the
Northern Territory and Victoria.
At the same time, with less gas being exported, there was more available for domestic consumption. In fact,
supply available for domestic consumption is at the highest level since September 2015, reports JP Morgan.
Nevertheless, spot gas prices surged 6% over the last month, averaging around $4.61/GJ. According to the
analysts, the price surge can be attributed to rising domestic market demand, up 14%. They also point out the
demand increase is seasonal and year to date, total east coast gas demand is down -1% while domestic demand
has dropped by -2%.
Domestic gas remains cheaper than imports with the spot Asian LNG at a 16% premium to the average domestic
price.
While term prices insulate gas producers to a certain extent from the current low prices, JP Morgan does not
think the situation is sustainable. The analysts feel low prices will disincentivise investment in upstream
production. This, they point out, will lead to a tightening of the market.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Weekly Ratings, Targets, Forecast Changes 07-08-20
By Mark Woodruff
Guide:
The FNArena database tabulates the views of seven major Australian and international stock brokers: Citi,
Credit Suisse, Macquarie, Morgan Stanley, Morgans, Ord Minnett and UBS.
For the purpose of broker rating correlation, Outperform and Overweight ratings are grouped as Buy, Neutral
is grouped with Hold and Underperform and Underweight are grouped as Sell to provide a Buy/Hold/Sell
(B/H/S) ratio.
Ratings, consensus target price and forecast earnings tables are published at the bottom of this report.
Summary
Period: Monday August 3 to Friday August 7, 2020
Total Upgrades: 7
Total Downgrades: 13
Net Ratings Breakdown: Buy 48.55%; Hold 39.86%; Sell 11.59%
The trend continued this week toward downgrades for stockbroking analysts' company ratings on individual
ASX-listed stocks. Downgrades have more than doubled upgrades over the past six weeks and for the week
ending Friday, August 7, there were seven upgrades and thirteen downgrades.
Of the seven upgrades, five were elevated to a Buy, including OceanaGold, which despite weaker than
expected second quarter production figures is benefiting from growth prospects and one broker adjusting the
gold price higher in valuation models.
For the thirteen downgrades, six were reduced to a direct Sell, featuring the perennial disappointment that is
AMP, Regis Resources on weak June quarter production and Saracen Mineral Holdings due to higher than
expected capital expenditure requirements.
OceanaGold also headed up the table for largest percentage rise in target price followed by Centuria Industrial
REIT which raised equity and acquired a data centre in Melbourne from Telstra. Cimic Group received the
largest fall in target price after weak first half results and Monadelphous Group was second after Rio Tinto
filed a claim of $493m for a fire incident in January 2019, at its Cape Lambert ore processing facility.
Qantas achieved the highest percentage earnings upgrade from analysts after moderating expenditure, and
commitments such as a deferral of aircraft purchases. AP Eagers was second for an upbeat assessment of first
half results and received plaudits for a structural reduction in costs.
Flexigroup’s profit result was hit by pandemic-related provisioning which resulted in the second largest
percentage earnings downgrade. Proving it is possible to receive both a rating and target price upgrade and
simultaneously win the title for largest percentage earnings downgrade for the week was OceanaGold.
Considering the differing broker views and the sometimes lingering disparities that occur between the target
price and the actual price for a share, one comes to appreciate it’s all in the relativities!
Total Neutral/Hold recommendations take up 48.55% of the total, versus 39.86% on Neutral/Hold, while Sell
ratings account for the remaining 11.59 %.
Upgrade
AUSTRALIA & NEW ZEALAND BANKING GROUP ((ANZ)) Upgrade to Neutral from Underperform by Macquarie
.B/H/S: 5/2/0
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Macquarie reviews impairment forecasts. With 10-15% of consumer and small-medium enterprise loans being
deferred, along with a weak economic outlook, there is downside risk to bank earnings.
While recognising the risk of a relief rally as the sector is at a deep discount to its long-term history, in the
medium-term Macquarie expects banks will deliver lower underlying returns.
ANZ Bank is upgraded to Neutral from Underperform, given the changes. The target is reduced to $18.25 from
$18.50.
CORPORATE TRAVEL MANAGEMENT LIMITED ((CTD)) Upgrade to Add from Hold by Morgans .B/H/S: 4/2/0
Morgans upgrades Corporate Travel Management to an Add from Hold and observes the company is trading at a
material discount to the broker’s valuation. One key catalyst may be the company reporting its FY20 results on
August 19, according to the broker.
The broker believes company guidance may prove conservative as industry feedback suggests that corporate
travel has been stronger than expected due to work from government and essential services customer
contracts.
The company expects a swift return to profitability for the high-margin domestic work, even at modest levels
of domestic activity. Domestic travel accounts for about 60% of total revenue according to Morgans.
The broker expects the company to win market share in a weakened competitive landscape, with a lower cost
base moving forward and the competitive advantage of its technology.
Finally, Morgans believes the company has enough liquidity in an environment of subdued activity, for at least
23 months.
The rating is increased to Add from Hold. The target price is decreased to $12.85 from $13.10.
INCITEC PIVOT LIMITED ((IPL)) Upgrade to Add from Hold by Morgans .B/H/S: 5/2/0
Incitec Pivot provided a trading update for its first nine months of FY20, which highlighted short term
challenges, according to Morgans.
US explosives volumes were weaker than the broker expected and profitability was impacted by weak fertiliser
prices.
Despite this, Morgans believes the company is now through the worst. Some positives include fertiliser prices
now starting to recover from recent lows, improved seasonal conditions expected and the US Explosives market
bottoming in May.
As the analyst has seen in past cycles, the company's share price tends to re-rate in line with higher
fertiliser prices, which are forecast by industry bodies over coming years.
The broker raises profit (NPAT) estimates for FY20 and FY21 by 13% and 4%, respectively.
The rating is upgraded to Add from Hold. The target price increased to $2.35 from $2.25.
OCEANAGOLD CORPORATION ((OGC)) Upgrade to Outperform from Neutral by Credit Suisse .B/H/S: 4/0/0
2020 production has been downgraded because of factors outside of the company's control. First half
production was 40% of the revised lower guidance of 340-360,000 ounces.
Credit Suisse observes the physical aspect of Haile is encouraging, despite a challenging period because of
rainfall.
There is no advancement on a resolution for Didipio but October appears to be potentially critical, when a
six-month grace period for temporary lay-offs conclude and formal retrenchment of workers is required.
The long-term growth opportunity is building and the broker upgrades to Outperform from Neutral. Target is
raised to $4.10 from $2.90.
ORIGIN ENERGY LIMITED ((ORG)) Upgrade to Add from Hold by Morgans .B/H/S: 5/2/0
In releasing its quarterly report for the period to 30 June, Origin Energy received $1.275bn cash from its 37.5%
ownership in the Australia Pacific LNG joint venture. This was significantly more cash than Morgans had
forecast. However, the broker points out this windfall could be tempered by the expected cash outflow caused
by movements in electricity futures prices.
The company's electricity sales were down -7% in FY20 and business demand was down -11% in the last
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quarter, compared to the previous corresponding period (pcp), due to covid-19. Quarterly retail demand was
also down -9% on pcp driven by increasing behind the meter generation/efficiency of households along with
lower Small to Medium Enterprise demand.
Morgans believes that despite a challenging FY21 ahead, most issues are widely understood and have been
priced in by the market. The broker sees valuation upside and lifts its expectations for prices in the retail
electricity sector in FY22. Additionally, the analyst forecasts there may be a positive surprise for the
company’s share of earnings from Octopus.
The rating is increased to Add from Hold. The target price is increased to $6.21 from $5.95.
PANORAMIC RESOURCES LIMITED ((PAN)) Upgrade to Neutral from Underperform by Macquarie .B/H/S:
0/1/0
Panoramic Resources has released an updated re-start for Savannah, including new reserve estimates.
Macquarie notes this extends the mine life to 13 years.
However, lower average grades reduce the nickel production outlook for the first five years by -20%.
As the share price has fallen -18% over the past month and the stock is trading below the target, the broker
upgrades to Neutral from Underperform. Target is $0.07.
ST BARBARA LIMITED ((SBM)) Upgrade to Accumulate from Hold by Ord Minnett .B/H/S: 3/1/1
Ord Minnett is positive on the outlook for gold and has increased its near-term gold price forecast to
US$2,000/oz. Its long-term gold price forecast remains US$1,600/oz.
The broker upgrades its rating on St. Barbara to Accumulate from Hold despite the company's disappointing
update and FY21 production guidance.
The target price is increased to $3.80 from $3.60.
Downgrade
ARISTOCRAT LEISURE LIMITED ((ALL)) Downgrade to Accumulate from Buy by Ord Minnett .B/H/S: 7/0/0
Ord Minnett downgrades Aristocrat Leisure to Accumulate from Buy based on valuation. Target is $28.50.
AMP LIMITED ((AMP)) Downgrade to Underperform from Neutral by Macquarie .B/H/S: 1/4/2
Macquarie notes the pre-release of first half results, which missed expectations. The broker understands the
migration of high fee products is still outstanding and this poses downside risks into FY21.
The broker's analysis signals AMP may need to over-deliver on cost reductions to maintain operating earnings.
Rating is downgraded to Underperform from Neutral and the target reduced to $1.40 from $1.85.
BENDIGO AND ADELAIDE BANK LIMITED ((BEN)) Downgrade to Underperform from Neutral by Macquarie
.B/H/S: 1/4/2
Macquarie reviews impairment forecasts. With 10-15% of consumer and small-medium enterprise loans being
deferred, along with a weak economic outlook, there is downside risk to bank earnings.
While recognising the risk of a relief rally as the sector is at a deep discount to its long-term history, in the
medium-term Macquarie expects banks will deliver lower underlying returns.
Bendigo and Adelaide Bank is downgraded to Underperform from Neutral and the target reduced to $6.25 from
$6.50.
JB HI-FI LIMITED ((JBH)) Downgrade to Hold from Accumulate by Ord Minnett .B/H/S: 0/6/1
Ord Minnett downgrades the rating for JB Hi-Fi to Hold due to significant share price performance, which
reduces valuation support.
The broker believes Stage 4 restrictions in Victoria raise the risk that the Australian consumer will be shocked
into a more negative response to covid-19, while the company was also likely to have been a beneficiary of
JobKeeper support to consumers, which tapers later in 2020.
Rating is decreased to Hold from Accumulate. Target price is $44.
MONADELPHOUS GROUP LIMITED ((MND)) Downgrade to Neutral from Buy by UBS .B/H/S: 1/4/0
Rio Tinto ((RIO)) has filed a claim against Monadelphous Group related to a fire incident in January 2019 at its
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Rio Tinto ((RIO)) has filed a claim against Monadelphous Group related to a fire incident in January 2019 at its
Cape Lambert ore processing facility.
The miner claims Monadelphous is in breach of the maintenance contract and has claimed -$493m in loss and
damages. The group denies this and also has a $150m public liability insurance policy, notes UBS.
The broker considers the claim to be very unusual and thinks Rio’s claim is either an ambit claim or
Monadelphous is under-insured relative to the liability limits in its contracts.
Rio’s -$493m is 8 times the maintenance division’s earnings and 60% of the group’s market capitalisation.
If the claim is successful, the group may be facing a -$350m obligation. The proceedings may also affect share
price performance until the issue is resolved, believes the broker.
UBS downgrades its rating to Neutral from Buy with the target price decreasing to $8.45 from $13.35.
NATIONAL AUSTRALIA BANK LIMITED ((NAB)) Downgrade to Underperform from Outperform by Macquarie
.B/H/S: 5/1/1
Macquarie reviews impairment forecasts. With 10-15% of consumer and small-medium enterprise (SME) loans
being deferred, along with a weak economic outlook, there is downside risk to bank earnings.
While recognising the risk of a relief rally as the sector is at a deep discount to its long-term history, in the
medium-term Macquarie expects banks will deliver lower underlying returns.
While continuing to appreciate the long-term investment thesis, as National Australia Bank has an overweight
position for SME and higher exposure to riskier segments, Macquarie downgrades to Underperform from
Outperform. Target is reduced to $17.50 from $19.00.
RESMED INC ((RMD)) Downgrade to Equal-weight from Overweight by Morgan Stanley .B/H/S: 1/4/1
Morgan Stanley considers the business is emerging from the pandemic in a stronger position but this has been
encapsulated in the outperformance of the stock over the year to date.
Hence, the broker downgrades to Equal-weight from Overweight. Earnings in FY20 beat estimates largely
because of slower costs growth.
The company has tripled production capacity for ventilators, while mask resupply sales associated with
obstructive sleep apnoea have remained solid in the US, albeit below estimates. Target is reduced to $25.40
from $26.60. Industry view: In-Line.
REGIS RESOURCES LIMITED ((RRL)) Downgrade to Hold from Add by Morgans .B/H/S: 2/3/2
Regis Resources reported strong production to finish the financial year and achieve gold production at the
midpoint of the company's annual guidance, according to Morgans.
The company is progressing approvals for the world class McPhillamy's Project, which the broker believes to be
a game changer, with the potential to shift the company from a mid-tier to a major producer.
Morgans sees potential for significant resource growth announcements from the company over the coming 12
months.
The broker's forecast model shows the company has strong leverage to the gold price through its
flexible hedging delivery schedule.
The rating is decreased from Add to Hold. The target price is increased to $5.82 from $5.25.
SARACEN MINERAL HOLDINGS LIMITED ((SAR)) Downgrade to Lighten from Hold by Ord Minnett .B/H/S:
0/3/1
Ord Minnett is positive on the outlook for gold and has increased its near-term gold price forecast to
US$2,000/oz. Its long-term gold price forecast remains US$1,600/oz.
Ord Minnett downgrades Saracen Mineral Holdings to Lighten from Hold due to higher than expected capital
expenditure requirements.
The broker notes some assets and orebodies to be sensitive to higher prices, seeing an increase in reserve
prices, such as Saracen's at US$1,600–1,750/oz.
The target price decreases to $4.90 from $5.30.
TABCORP HOLDINGS LIMITED ((TAH)) Downgrade to Neutral from Outperform by Macquarie .B/H/S: 1/5/0
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FY20 guidance is ahead of expectations but Macquarie finds it unclear whether this stems from revenue or from
improved costs.
The broker lifts FY20-22 estimates by 4% because of the better guidance.
Rating is downgraded to Neutral from Outperform because of the uncertainty and challenges within the
wagering & media segments. Target is $4.
TPG TELECOM LIMITED ((TPG)) Downgrade to Sell from Neutral by UBS .B/H/S: 3/1/2
UBS thinks TPG Telecom’s share price has not fully adjusted for the special dividend payment.
The stock appears to be trading at a premium to Telstra which UBS considers fair given that synergies will take
time to achieve and the broker expects more growth from TPG in the near term.
Even so, the broker believes the magnitude of the premium is excessive. Valuation remains highly dependent
on synergy assumptions.
UBS downgrades its rating to Sell from Neutral with its target price decreasing to $7.20 from $8.
VILLAGE ROADSHOW LIMITED ((VRL)) Downgrade to Neutral from Buy by Citi .B/H/S: 0/2/0
Citi has downgraded Village Roadshow to Neutral from Buy due to the recent Queensland border restrictions
combined with ride closures at Village's theme parks. The broker notes the theme park recovery may take
longer than it originally anticipated.
The broker expects share price downside may be limited given the ongoing talks with suitor BGH. However, the
analyst sees elevated uncertainty that a transaction will proceed given the major implications on the company's
exhibition business from the recent AMC Comcast deal. This deal reduces the theatrical window to 17 days
(three weekends) from 75-90 days for Universal movies.
Citi's new target price is taking into account BGH's base bid price of $2.20 under Structure A, combined with an
additional 12 cents as Movie World and Sea World have reopened. The analyst assumes shareholders will not
receive an additional 8 cents given the majority of Village cinemas are currently closed.
The rating is downgraded to Neutral from Buy. The target price decreased to $2.32 from $2.61.
VIRGIN MONEY UK PLC ((VUK)) Downgrade to Reduce from Hold by Morgans .B/H/S: 2/0/1
Virgin Money UK provided a 3Q20 trading update last week, which failed to excite Morgans.
Credit loss provisions increased by -GBP42m over the quarter, which was unsurprising to the broker, given the
grim macroeconomic backdrop in the UK. The analyst forecasts a further -GBP285m provision top-up for the
mortgage book over the next 12 months.
Morgans downgrades the rating for the company to Reduce largely due to lower Net Interest Margin (NIM)
forecasts, after third quarter NIM disappointed.
Morgans downgrades underlying EPS forecasts by -11%, -14% and -9% for FY20, FY21 and FY22, respectively.
The rating is downgraded to Reduce from Hold. The target price is decreased to $1.30 from $1.44.
Total Recommendations

Recommendation Changes
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Broker Recommendation Breakup

Broker Rating
Order
Company
Upgrade
1
AUSTRALIA & NEW ZEALAND BANKING GROUP
2
CORPORATE TRAVEL MANAGEMENT LIMITED
3
INCITEC PIVOT LIMITED
4
OCEANAGOLD CORPORATION
5
ORIGIN ENERGY LIMITED
6
PANORAMIC RESOURCES LIMITED
7
ST BARBARA LIMITED
Downgrade
8
AMP LIMITED
9
ARISTOCRAT LEISURE LIMITED
10
BENDIGO AND ADELAIDE BANK LIMITED
11
JB HI-FI LIMITED
12
MONADELPHOUS GROUP LIMITED
13
NATIONAL AUSTRALIA BANK LIMITED
14
REGIS RESOURCES LIMITED
15
RESMED INC
16
SARACEN MINERAL HOLDINGS LIMITED
17
TABCORP HOLDINGS LIMITED
18
TPG TELECOM LIMITED
19
VILLAGE ROADSHOW LIMITED
20
VIRGIN MONEY UK PLC

New Rating

Old Rating

Broker

Neutral
Buy
Buy
Buy
Buy
Neutral
Buy

Sell
Neutral
Neutral
Neutral
Neutral
Sell
Neutral

Macquarie
Morgans
Morgans
Credit Suisse
Morgans
Macquarie
Ord Minnett

Sell
Buy
Sell
Neutral
Neutral
Sell
Neutral
Neutral
Sell
Neutral
Sell
Neutral
Sell

Neutral
Buy
Neutral
Buy
Buy
Buy
Buy
Buy
Neutral
Buy
Neutral
Buy
Neutral

Macquarie
Ord Minnett
Macquarie
Ord Minnett
UBS
Macquarie
Morgans
Morgan Stanley
Ord Minnett
Macquarie
UBS
Citi
Morgans

Recommendation
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
SWM SEVEN WEST MEDIA LIMITED
2
OGC OCEANAGOLD CORPORATION
3
WTC WISETECH GLOBAL LIMITED
4
ALD AMPOL
5
CTD CORPORATE TRAVEL MANAGEMENT LIMITED
6
IPL
INCITEC PIVOT LIMITED
7
ORG ORIGIN ENERGY LIMITED
8
ANZ AUSTRALIA & NEW ZEALAND BANKING GROUP
9
SBM ST BARBARA LIMITED

New RatingPrevious
50.0%
88.0%
38.0%
30.0%
67.0%
71.0%
64.0%
71.0%
30.0%

Rating Change Recs
25.0%
25.0% 4
63.0%
25.0% 4
17.0%
21.0% 4
10.0%
20.0% 5
50.0%
17.0% 6
57.0%
14.0% 7
50.0%
14.0% 7
57.0%
14.0% 7
20.0%
10.0% 5

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
VUK VIRGIN MONEY UK PLC
2
NAB NATIONAL AUSTRALIA BANK LIMITED

New RatingPrevious Rating Change Recs
33.0%
67.0%
-34.0% 3
50.0%
79.0%
-29.0% 7
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3
4
5
6
7
8
9
10

CIM
TPG
MND
IDX
RMD
SFR
TAH
BEN

CIMIC GROUP LIMITED
TPG TELECOM LIMITED
MONADELPHOUS GROUP LIMITED
INTEGRAL DIAGNOSTICS LIMITED
RESMED INC
SANDFIRE RESOURCES NL
TABCORP HOLDINGS LIMITED
BENDIGO AND ADELAIDE BANK LIMITED

33.0%
8.0%
8.0%
60.0%
-7.0%
43.0%
7.0%
-21.0%

50.0%
25.0%
25.0%
75.0%
7.0%
57.0%
21.0%
-8.0%

-17.0%
-17.0%
-17.0%
-15.0%
-14.0%
-14.0%
-14.0%
-13.0%

3
6
6
5
7
7
7
7

Target Price
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
OGC OCEANAGOLD CORPORATION
2
CIP
CENTURIA INDUSTRIAL REIT
3
BEN BENDIGO AND ADELAIDE BANK LIMITED
4
MQG MACQUARIE GROUP LIMITED
5
TAH TABCORP HOLDINGS LIMITED
6
IPL
INCITEC PIVOT LIMITED
7
WTC WISETECH GLOBAL LIMITED
8
SBM ST BARBARA LIMITED

New TargetPrevious Target Change Recs
4.275
3.775
13.25% 4
3.233
2.897
11.60% 4
7.600
6.892
10.27% 7
120.650
115.667
4.31% 6
3.686
3.581
2.93% 7
2.539
2.476
2.54% 7
22.550
22.200
1.58% 4
3.590
3.550
1.13% 5

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
CIM CIMIC GROUP LIMITED
2
MND MONADELPHOUS GROUP LIMITED
3
SWM SEVEN WEST MEDIA LIMITED
4
VUK VIRGIN MONEY UK PLC
5
IDX
INTEGRAL DIAGNOSTICS LIMITED
6
QAN QANTAS AIRWAYS LIMITED
7
ALD AMPOL
8
SFR SANDFIRE RESOURCES NL
9
SAR SARACEN MINERAL HOLDINGS LIMITED
10
TPG TPG TELECOM LIMITED

New TargetPrevious
26.733
10.710
0.210
1.700
4.508
4.225
27.526
5.546
5.590
8.487

Target Change Recs
29.843
-10.42% 3
11.527
-7.09% 6
0.220
-4.55% 4
1.770
-3.95% 3
4.678
-3.63% 5
4.370
-3.32% 6
28.126
-2.13% 5
5.653
-1.89% 7
5.690
-1.76% 5
8.620
-1.54% 6

Earning Forecast
Positive Change Covered by > 2 Brokers
Order Symbol
Company
New EF Previous EF Change Recs
1
QAN QANTAS AIRWAYS LIMITED
-2.062
-2.474
16.65% 6
2
APE AP EAGERS LIMITED
30.248
26.748
13.09% 6
3
SFR SANDFIRE RESOURCES NL
49.021
43.620
12.38% 7
4
SUL SUPER RETAIL GROUP LIMITED
72.731
65.227
11.50% 7
5
CWN CROWN RESORTS LIMITED
23.313
21.147
10.24% 6
6
STO SANTOS LIMITED
16.939
15.470
9.50% 7
7
PNI
PINNACLE INVESTMENT MANAGEMENT GROUP LIMITED
18.467
16.967
8.84% 3
8
SGR THE STAR ENTERTAINMENT GROUP LIMITED
10.729
10.014
7.14% 7
9
OZL OZ MINERALS LIMITED
43.826
41.127
6.56% 7
10
JHG JANUS HENDERSON GROUP PLC.
360.948
342.061
5.52% 4

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
OGC OCEANAGOLD CORPORATION
2
FXL FLEXIGROUP LIMITED
3
TPG TPG TELECOM LIMITED
4
ALD AMPOL
5
CIP
CENTURIA INDUSTRIAL REIT
6
AQZ ALLIANCE AVIATION SERVICES LIMITED
7
CCX CITY CHIC COLLECTIVE LTD
8
VUK VIRGIN MONEY UK PLC

New EF Previous EF Change Recs
0.323
2.016
-83.98% 4
10.600
13.800
-23.19% 4
16.837
21.837
-22.90% 6
86.200
107.800
-20.04% 5
16.875
19.400
-13.02% 4
18.290
20.563
-11.05% 3
7.267
7.933
-8.40% 3
16.589
17.827
-6.94% 3
28

9
10

PLS
ECX

PILBARA MINERALS LIMITED
ECLIPX GROUP LIMITED

-3.040
11.675

-2.860
12.350

-6.29%
-5.47%

4
4

Technical limitations
If you are reading this story through a third party distribution channel and you cannot see charts
included, we apologise, but technical limitations are to blame.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
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Uranium Week: Biden Condemns Trump's
Nuclear Plans
Presidential nominee Joe Biden has reiterated his objection to President Trump's nuclear energy plan.
-Incremental fall in U3O8 spot price
-Kazatomprom’s staff returning to Kazakhstan uranium mine
-Uranium Producers of America support a Strategic Uranium Reserve
By Mark Woodruff
Presidential nominee Joe Biden used Twitter last week to declare he would create a clean energy economy
that will generate “millions of well-paying union jobs ..….without jeopardising the places we hold dear.”
Biden was responding to President Trump’s recent plan to mine uranium around the Grand Canyon. To achieve
this, the President would need to lift the current 20-year ban on new mining in the area.
In a further statement he also reiterated condemnation for President Trump’s nuclear energy plan, released in
April this year, which outlined the creation of a US$150m uranium reserve in the coming decade.
Last month, according to the Washington Post, Joe Biden unveiled a proposal to transform the nation’s energy
industry and significantly reduce the United States’ reliance on fossil fuels and the 15-year timeline for 100%
clean electricity standard.
However, unlike some of his Democratic primary opponents, Biden backs nuclear power, according to
energyworld.com.
Uranium Pricing
The first week of August was exceptionally quiet as buyers and sellers continue to monitor market
developments, industry consultant TradeTech reports.
The consultant's weekly spot price indicator fell -US40c to US$32.30/lb last week on activity totalling less than
500,000/lbs U3O8 equivalent.
The spot price has increased 30% in 2020. The average weekly uranium spot price for 2020 is US$29.48 per
pound U3O8, US$3.65 per pound U3O8 above the 2019 average.
TradeTech's term price indicators remain at US$36.50/lb (mid) and US$39.00/lb (long).
Legislative News
TradeTech reports Uranium Producers of America (UPA) President Paul Goranson testified on August 5 before a
US Senate Committee on Environment and Public Works (EPW) hearing in support of the American Nuclear
Infrastructure Act. The draft legislation aims to help revitalise the domestic uranium industry and reclaim
American nuclear leadership globally.
Goranson noted “The UPA strongly supports the draft Act and that section 402 would codify the Nuclear Fuel
working Group’s proposal to establish a Strategic Uranium Reserve.” He added, "The US must immediately take
bold action to preserve a domestic supply chain for nuclear fuel in the United States”.
Company News
After a four month covid-19-related shutdown, Kazatomprom believes it could safely begin to bring staff back
to its uranium mine sites in Kazakhstan, reports TradeTech.
The miner said this week it is mobilising employees and expects to return to normal staffing levels within two
to three weeks. On August 3, the company reported production which was -5% lower than output during the
same quarter last year.
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The Short Report - 13 Aug 2020
See Guide further below (for readers with full access).
Summary:
Week ending August 6, 2020
Last week the ASX200 opened with a plunge through 6000 support as Melbourne went into stage 4 lockdown,
but it swiftly rebounded on Wall Street strength to recover support.
While there are still very few stocks towards the top of the table, the feature of last week was Webjet ((WEB))
and Inghams Group ((ING)) moving up into the 10% shorted space leaving a vacuum behind in the 9s.
(Kirkland Lake Gold ((KLA)) disappeared from the top of the table, but this was just another occasional
geographical arbitrage play over three different exchanges.)
Webjet jumped to 11.1% shorted from 9.5%, as travel agents are clearly a victim of re-lockdowns and re-closed
borders. Webjet is also the most domestically-focused amongst peers, and we note Flight Centre ((FLT))
dropped down a bracket last week to join Corporate Travel Management ((CTD)) in the 6s.
All travel agent stocks have rocketed back this week on rotation into cyclicals, so next week’s positions will be
interesting.
Inghams sells chooks to both supermarkets on the one hand and restaurants on the other. The net virus effect
thus cancels itself out on a cook-at-home and don’t-go-out theme, and indeed the stock price has neither
much suffered nor benefited comparatively since February.
Yet the shorters seem to have it in for Inghams.
The only other stock to see a short position change of one percentage point or more last week was FlexiGroup
((FXL)). See below.
Otherwise we might note that heading into result season, the 5%-plus table reduced by three stock last week,
with no newcomers.
Weekly short positions as a percentage of market cap:
10%+
MYR 12.0
WEB 11.1
ING
10.1
In: WEB, ING

Out: KLA

9.0-9.9
No stocks
Out: WEB, ING
8.0-8.9%
ORE, FXL
In: FXL

Out: Z1P

7.0-7.9%
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IVC, BOQ, CUV, Z1P, NEA, GXY
IN: Z1P

Out: FLT

6.0-6.9%
CTD, MTS, FNP, SGM, JBH, FLT, ALG
In: FLT, JBH

Out: FXL, PGH

5.0-5.9%
MSB, BIN, IFL, PGH, SUL, LOV, PNV, BEN, AMA, PLS, BUB, LYC, PBH, SEK
In: PGH
Out: JBH, CLH, PPT, DOW
Movers & Shakers
Finance and leasing company FlexiGroup had been recovering nicely up to July out of an initial -- and
understandable as a business and consumer finance company -- virus plunge until it announced it was moving
into the BNPL space.
Despite the roaring success of BNPL leader Afterpay, investors were not amused, seeing the move as a belated
catch-up to the new hot space at an inappropriate time of consumer finance risk. A trading update last week
nevertheless alleviated some of those fears, with customers in hardship not as numerous as expected.
The stock has rallied since, but shorters are not convinced, despite having all done their dough by shorting
Afterpay previously. FlexiGroup shorts rose to 8.2% from 6.8% last week.
Those same shorters might have covered some positions in another BNPL player, Zip Co ((Z1P)), as a swap, as it
dropped to 7.6% from 8.2%.
ASX20 Short Positions (%)
Code Last Week Week Before Code Last Week Week Before
ALL

4.3

4.3

NCM

0.3

0.4

ANZ

0.8

0.7

RIO

2.2

2.2

BHP

4.2

4.1

SCG

0.9

0.7

BXB

0.2

0.1

SUN

0.5

0.4

CBA

0.5

0.5

TCL

0.6

0.6

CSL

0.3

0.2

TLS

0.2

0.2

GMG

0.6

0.5

WBC

0.7

0.7

IAG

1.0

0.8

WES

0.4

0.4

MQG

0.2

0.2

WOW

0.2

0.1

NAB

0.9

0.7

WPL

1.2

1.2

To see the full Short Report, please go to this link
Guide:
The Short Report draws upon data provided by the Australian Securities & Investment Commission (ASIC) to
highlight significant weekly moves in short positions registered on stocks listed on the Australian Securities
Exchange (ASX). Short positions in exchange-traded funds (ETF) and non-ordinary shares are not included.
Short positions below 5% are not included in the table below but may be noted in the accompanying text if
deemed significant.
Please take note of the Important Information provided at the end of this report. Percentage amounts in this
report refer to percentage of ordinary shares on issue.
Stock codes highlighted in green have seen their short positions reduce in the week by an amount sufficient
to move them into a lower percentage bracket. Stocks highlighted in red have seen their short positions
increase in the week by an amount sufficient to move them into a higher percentage bracket. Moves in excess
of one percentage point or more are discussed in the Movers & Shakers report below.
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IMPORTANT INFORMATION ABOUT THIS REPORT
The above information is sourced from daily reports published by the Australian Investment & Securities
Commission (ASIC) and is provided by FNArena unqualified as a service to subscribers. FNArena would like to
make it very clear that immediate assumptions cannot be drawn from the numbers alone.
It is wrong to assume that short percentages published by ASIC simply imply negative market positions held by
fund managers or others looking to profit from a fall in respective share prices. While all or part of certain
short percentages may indeed imply such, there are also a myriad of other reasons why a short position might
be held which does not render that position “naked” given offsetting positions held elsewhere. Whatever
balance of percentages truly is a “short” position would suggest there are negative views on a stock held by
some in the market and also would suggest that were the news flow on that stock to turn suddenly positive,
“short covering” may spark a short, sharp rally in that share price. However short positions held as an offset
against another position may prove merely benign.
Often large short positions can be attributable to a listed hybrid security on the same stock where traders
look to “strip out” the option value of the hybrid with offsetting listed option and stock positions. Short
positions may form part of a short stock portfolio offsetting a long share price index (SPI) futures portfolio – a
popular trade which seeks to exploit windows of opportunity when the SPI price trades at an overextended
discount to fair value. Short positions may be held as a hedge by a broking house providing dividend
reinvestment plan (DRP) underwriting services or other similar services. Short positions will occasionally need
to be adopted by market makers in listed equity exchange traded fund products (EFT). All of the above are
just some of the reasons why a short position may be held in a stock but can be considered benign in share
price direction terms due to offsets.
Market makers in stock and stock index options will also hedge their portfolios using short positions where
necessary. These delta hedges often form the other side of a client's long stock-long put option protection
trade, or perhaps long stock-short call option (“buy-write”) position. In a clear example of how published
short percentages can be misleading, an options market maker may hold a short position below the implied
delta hedge level and that actually implies a “long” position in that stock.
Another popular trading strategy is that of “pairs trading” in which one stock is held short against a long
position in another stock. Such positions look to exploit perceived imbalances in the valuations of two stocks
and imply a “net neutral” market position.
Aside from all the above reasons as to why it would be a potential misconception to draw simply conclusions
on short percentages, there are even wider issues to consider. ASIC itself will admit that short position data is
not an exact science given the onus on market participants to declare to their broker when positions truly are
“short”. Without any suggestion of deceit, there are always participants who are ignorant of the regulations.
Discrepancies can also arise when short positions are held by a large investment banking operation offering
multiple stock market services as well as proprietary trading activities. Such activity can introduce the
possibility of either non-counting or double-counting when custodians are involved and beneficial ownership
issues become unclear.
Finally, a simple fact is that the Australian Securities Exchange also keeps its own register of short positions.
The figures provided by ASIC and by the ASX at any point do not necessarily correlate.
FNArena has offered this qualified explanation of the vagaries of short stock positions as a warning to
subscribers not to jump to any conclusions or to make investment decisions based solely on these unqualified
numbers. FNArena strongly suggests investors seek advice from their stock broker or financial adviser before
acting upon any of the information provided herein.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Strong Order Book Underpins Nick Scali
Nick Scali expects net profit to improve substantially in the first half of FY21, having procured a robust order
book that is supported by growth in the online business.
-Sector consolidation a possible growth avenue for Nick Scali
-Worked hard to ensure competitive lead times in May-July
-Online channel provides opportunity to diversify categories
By Eva Brocklehurst
Brokers have given a tick of approval to furniture retailer Nick Scali ((NCK)), which responded assertively to the
curtailed trading environment over the final quarter of FY20 and produced a strong order book heading into
FY21. The company expects an improvement in net profit of 50-60% in the first half, to $44.7m. However this is
subject to no further extension of retail closures as a result of the pandemic.
Citi estimates customer deposits, a key indicator of forward sales, were up 43% at the end of FY20 on a
per store basis. First half sales are expected to increase by 15% because of strong order growth between May
and July.
The broker reiterates a Buy rating with a $9.80 target and expects growth in the medium term will be
supported by the roll-out of online, which may partially offset the closures in Melbourne. Importantly,
the pandemic disruption may provide opportunities for acquisitions.

Visibility beyond support from government stimulus is difficult so Macquarie finds it hard to assess how long
consumer trends towards "at-home" of categories will be elevated.
Mindful of capitalising peak earnings and wage support, Macquarie, with an Outperform rating and $9.20
target, still assesses guidance is relatively conservative because of the implied assumptions beyond the current
order book.
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Sector consolidation remains a possibility as well as incremental opportunities from online and new store
leases. The company reported strong sales growth and gains in market share in its FY20 results, benefiting from
better lead times over competitors.
Brokers point out some competitors have struggled to maintain supply chains efficiently, with the lead times
blowing out to around 20 weeks for one competitor. In contrast, Nick Scali worked with suppliers to ensure
delivery lead times were within the usual 9-11 weeks by early May after delays were experienced in March and
April.
Wilsons considers like-for-like sales growth at current levels is unsustainable and expects a moderation in the
second half of FY21, as the impact of reallocation of capital and peak home investment wanes.
The broker anticipates the peak period of furniture and homewares purchases has already occurred during May
2020. As these purchases are typically large items and non-recurring, a reversion to more normal sales patterns
is expected by the second half of FY21.
Wilsons downgrades to Market Weight from Overweight with an $8.10 target, on valuation, noting the stock is
now trading at a 22.8% premium to related peers in the homewares segment on an FY22 PE (price/earnings)
basis.
That said, the company's online/digital offering, which was expanded in April as a result of store closures, is
likely to make a material contribution to sales. Margins in this channel are currently attractive, averaging
around 30% and above store-level margins of 23%.
Wilsons assumes this segment will achieve 10% sales growth over the medium term, although notes this is well
below the sales trajectory of Adairs ((ADH)) online which has averaged 51.2% over the past three years.
Nick Scali's online store business is weighted towards case goods (cabinets, desks, tables and chairs) as
customers remain happy to buy some categories without physically viewing the product. This is less so with
custom-built lounges.
Still, as Citi notes the online channel provides the company with an opportunity to diversify into new
categories and it has significantly higher earnings margins while Macquarie highlights growth in the bedding
category that was launched in 2019 across large format stores.
With travel and leisure restrictions, consumers continue to have limited avenues for expenditure and home
builder and state assistance programs could also increase the level of renovations. Ergo, new furniture
purchases.
Many of the company's customers are in the middle-upper income brackets and these homeowners are less
likely to be adversely affected by the scaling back of JobKeeper, compared with younger consumers who are
more likely to be employed in leisure, retail and travel.
Citi also asserts the market is ascribing little value to the company's land and buildings on the balance
sheet, valued at around $75m, and the company is likely to continue purchasing property should there be no
suitable business acquisition opportunities in the medium term.
Nick Scali has reduced its expenditure on print and radio advertising over the fourth quarter and will continue
to focus on TV over the short term as consumers spend more time at home.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Coal Outlook Still Driving Emeco
Recent weakness in Emeco Holdings is detached from the long-term outlook for mining equipment rentals,
although coal markets remain the key swing factor in FY21.
-Coal markets remain the driver of the stock
-Rental/contracting environment highly competitive
-Significant interest in proprietary EOS technology
By Eva Brocklehurst
Mining equipment rental has been solid and Emeco Holdings ((EHL)) has experienced limited impact from the
pandemic in FY20. However, coal markets remain the key swing factor for FY21.
Eastern region earnings, heavily reliant on coal, are expected to be down -10-20%, while in the west new iron
ore and gold projects should underpin growth forecasts of 15%. No formal guidance was provided at the FY20
results but Goldman Sachs calculates segment commentary implies operating earnings of $254m, which is -6%
below its estimates.
The broker reiterates a Buy rating with a $1.30 target, asserting the company does note get the proper credit
for diversifying over the last several years. Still, coal markets remain the driver.

Conditions have stabilised, following initial pandemic-related pricing concerns and some off-site requests being
cancelled, and there has been a strong uptick in bidding activity. The broker expects further appreciation in
the coal price over the next 12 months.
The company's Pit N Portal segment is performing strongly and Macquarie, with an Outperform rating and $1.40
target, also notes several growth opportunities exist amid a solid tender pipeline.
Goldman Sachs has been surprised by the underperformance of the stock but acknowledges there is very
limited investor appetite for coal exposure. More outsized benefits should come from growing investor
attention on under-appreciated aspects such as the growth that is ramping up in Western Australia.
Management has noted strong demand for gold and iron ore work in FY21.
Morgans agrees recent softness in the stock is somewhat detached from the long-term value story, which
appears intact. Noting the coal market weakness in the short term, the broker judges the rental/contracting
environment remains highly competitive and this will weigh on rates.
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The company believes the worst of customers deferring rentals has likely passed, but evidence of higher
utilisation and earnings probably requires a turnaround of more than 12 months and, in Morgans' view, a
more attractive window to the stock will emerge in 18 months.
Acknowledging an undemanding valuation, Moelis is mindful of the operating leverage which previously
provided strong earnings growth but, as this works both ways, it could put pressure on earnings should subdued
conditions prevail.
This is particularly the case given rental exposure to the east coast coal markets. The broker, therefore,
retains a Hold rating with a $1.09 target until there is some improvement in these markets.
Workshop activity levels are likely to remain high for retail underground maintenance, Macquarie asserts, as
well as additional boiler making and fabrication. Workshops provide the company with the critical components
to keep its rental fleet operating and customers mining and, as the broker points out, this also allows the fleet
to be re-built cost effectively.
Emeco now has 1000 staff following the acquisition of Pit N Portal, including operators, mechanics,
boilermakers and engineers. The company plans to extend its reach into underground operations following this
acquisition with significant interest cited in EOS technology.
This is the company's proprietary technology which measures fleet performance, dig rates and machine
utilisation in real time and enables miners to improve productivity and remove costs.
Morgans takes a “contrarian Buy” view with a $1.66 target, believing the stock suits investors capable of
incorporating sector dynamics that should improve sharply as steel-making capacity recovers outside of China.
The main risk is a shock to demand/activity in the gold and iron ore markets.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Rudi's View: Gold, Conviction Calls & Early
Results
Dear time-constraint investor: uncertainty remains, while gold will surprise the many fans, and conviction
calls changes ahead of the August reporting season
In this week's Weekly Insights:
-August 2020: Early Results
-Rudi Talks
-Gold, The Enigma
-Conviction Calls
August 2020: Early Results
By Rudi Filapek-Vandyck, Editor FNArena
The local reporting season in Australia is slowly gathering pace. Let’s remind ourselves how important
financial results are for market sentiment and thus for how share prices will be treated for the weeks and
months ahead.
Often, how companies are being judged is through the lense of: beat or disappointment? Black or white.
Superb or poor.
That judgment is made not on the 30% profit growth, or the decision to pay out a dividend, or the heavy
losses incurred during lockdowns or bushfires, but on how the financials compare to what analysts had
penciled in their modeling.
The ruling narrative is companies which disappoint might see their share price underperform for up to four
months, while those who manage to surprise positively are most likely rewarded with longer-lasting
outperformance.
That’s one side of the story.
The other side is that sustainable, structural growers can disappoint with their market update, and all of CSL
((CSL)), Cochlear ((COH)), REA Group ((REA)), TechnologyOne ((TNE)), and others have at varying times done
exactly that, with direct consequences for the share price in the immediate aftermath.
But take a longer-term view, and what do we see? Every single one of those sell-offs today looks nothing but a
temporary blip in an ongoing, long-term uptrend.
And that, I like to think, is the key message investors should keep in mind when volatility hits this reporting
season.
The early stage of the August reporting season saw REA Group showing off its in-built resilience, while
ResMed’s result was better-than-expected but downgraded as “low quality” with cautious guidance by
management not received well by flighty traders.
Clearly, day-to-day operations for healthcare bellwethers CSL, Cochlear and ResMed have been impacted by
the virus and forced lockdowns, but the real question investors should be asking is whether this means these
companies are running out of puff and soon will find themselves having turned ex-growth.
You know my opinion on this. All three, as well as REA Group, remain firmly embedded in my selection of
All-Weather Stocks on the ASX.
Admittedly, a continuing strengthening of the Aussie dollar, as predicted by some, will complicate the outlook
for foreign earners in Australia, but when it comes to forecasting FX, most experts’ track record is not
something to boast about.
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something to boast about.
Shorter term, market forecasts and expectations have seldom been as wide as for FY20, including for
healthcare companies with most having withdrawn guidance, leaving analysts and investors to speculate what
can and should be expected.
One positive stand-out to date is Ansell ((ANN)), not a typical healthcare stock, but Credit Suisse believes this
is the early stage of a structural switch that will put the company’s growth outlook on much firmer footing.
The most talked about remains, of course, Australia’s number one biotech stock, CSL. It’ll be interesting to
see how much guidance management is prepared to share regarding the outlook for plasma and other parts of
the business in FY21, and beyond.
CSL is too complex for most investors during less complicated times. This time around it’s anyone’s guess what
will become the focus post reporting on August 19.

****
Outside of the local healthcare sector, analysts are still busy assessing what might and can be revealed this
month, but investors should appreciate uncertainty has seldom been at this year’s level.
For sectors including airports, airlines, accommodation, travel and leisure, and Australian banks, August comes
too early; many questions will remain unanswered. Analysts anticipate companies might defer to the AGM
season in November when attempting to predict what comes next.
Iron ore producers are generating lots of cash, but how cautious will company boards be when deciding how
much to pay out in dividends to shareholders?
Sectors like oil and gas producers will have horror updates to make, including the scrapping of dividends and
capex/expenses, while writing down the value of assets – but investors are very well aware of it all.
Meanwhile, portfolio rotation (or at least: attempts to it), currency movements and other macro factors will
continue to impact on general sentiment and share prices.
FNArena will be keeping track of post-financial results updates via Australia’s one and only Corporate Results
Monitor (including calendar):
https://www.fnarena.com/index.php/reporting_season/
See also:
-Coming Soon: The August Reporting Season:
-https://www.fnarena.com/index.php/2020/07/30/rudis-view-coming-soon-the-august-reporting-season/
-August 2020: Nothing Like The Past:
https://www.fnarena.com/index.php/2020/08/06/rudys-view-august-2020-nothing-like-the-past/
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Equally important, for those who worry share markets are over-priced:

-Forecasts, Not Valuations:
https://www.fnarena.com/index.php/2020/07/23/forecasts-not-valuations/
Rudi Talks
Last week Livewire Markets (livewiremarkets.com) offered me the chance to share my insights and predictions
for the Australian share market and the August reporting season via a face-to-face interview over Zoom.
I think the two stand-out features of the 30 minutes interview are my view that investors should carve up
Australian equities into four separate baskets of stocks, and the fact I had made gold the largest single
exposure in the FNArena/Vested Equities All-Weather Model Portfolio earlier in 2020.
Readers who have been paying attention to my writings in years past would be aware of my basket selections,
but here’s a reminder from the interview transcript:
Rudi’s four baskets of Aussie stocks:
1. High

quality stocks that are immune or not affected by the changes taking
place in the world. Example: CSL Limited
2. Stocks benefitting from change. Example: Afterpay
3. Solid, sustainable dividend paying stocks. Example: Waypoint, previously
known as Viva REIT
4. Laggards. These are the stocks need to transform and change to survive in this
environment.
The idea is to treat each basket in a different way. The All-Weather Portfolio invests in the first three baskets
and avoids the fourth.
My position on gold:
“I think that the major decision you have to make is do your buy gold, pure gold, or do you buy gold
producers? With the gold producers, you are taking on a different type of risk. I'm just after simple,
straightforward and uncomplicated.”
The interview in full (video and written transcript) can be accessed here (sign up is required):
https://www.livewiremarkets.com/wires/rudi-s-pandemic-proof-portfolio
Realising the current All-Weather Performers section should do a lot better when it comes to sustainable
dividend payers (essentially the focus of the Portfolio) I shall add an update on the theme before the end of
this week.
Paying subscribers (6 and 12 months) have unrestricted access to our dedicated section on the website to
All-Weather Performers:
https://www.fnarena.com/index.php/analysis-data/all-weather-stocks/
Gold, The Enigma
Adding more gold exposure to the All-Weather Portfolio earlier in the year has certainly proven a prescient
move, but it’s always good to remind investors bullion has many pros and cons, drivers and headwinds, which
makes it a little bit of an enigma for most investors.
While many a gold bull, and there are many around these days, is gloating after this year’s rally, with
references being made to how gold equals a nice bottle of red, getting better with older age, I am certainly
not singing from the same song sheet.
The 1990s and post-2011 (until last year) should warn investors the sun does not shine in perpetuity in the land
of gold and silver, and both idolised protectors against inflation are often very bad safeguards against value
erosion.
Gold, above anything else, is often what the majority wants it to be. And that can change within a heartbeat.
The main dilemma for investors using gold as a protection against inflation will arrive if/when inflation does
pop up with a vengeance and global bond yields make a decisive switch to incorporate this change.
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I have little doubt this adjustment in bond yields will crush the price of gold and silver, at least in the initial
knee-jerk response.
Recent history shows us plenty of signals to back up that statement. Witness, for example, how gold quickly
pulled back from US$1364/oz to US$1131/oz in late 2016 and again in 2018 when bullion pulled back from
US$1349/oz to US$1187/oz.
Despite the ruling mantra that inflation is gold’s best friend the harsh reality is that bond yields are the
number one force that sets the direction for gold and this year’s rally is being supported by ever lower bond
yields, which has pushed the inflation corrected, real yield on ten-year US treasuries to -1%.
This is why gold is now trading near an all-time high. All the other factors play second and third fiddle.
Conviction Calls
Morningstar’s list of Best Ideas for investors in Australia and New Zealand has lost Bapcor ((BAP)), following
an 8% rally in June and July with the added observation that FNArena’s consensus target remains more than
11% above the share price on Monday.
In place of Bapcor, Morningstar’s stock pickers have added waste manager Bingo Industries ((BIN)) whose share
price continues to linger around price levels of April-May.
The list equally saw the removal of Spark Infrastructure ((SKI)) as Morningstar’s fair value calculation does not
reach higher than $2.40, not that far off from the share price this week.
This leaves twelve stocks on the Best Ideas list, and most have clearly been selected because of a cheap share
price: AdBri ((ABC)), Avita Therapeutics ((AVH)), Cimic Group ((CIM)), Computershare ((CPU)), G8 Education
((GEM)), Link Administration ((LNK)), Southern Cross Media Group ((SXL)), Telstra ((TLS)), Viva Energy Group
((VEA)), Westpac ((WBC)), Whitehaven Coal ((WHC)), and Woodside Petroleum ((WPL)).
****
Wilsons’ Australian Equity Focus List has added Appen ((APX)) and removed JB Hi-Fi ((JBH)), increasing the
lists’ overweight to the technology sector to 9.5% weight, some 4% more than the benchmark.
Appen has equally been added to Wilsons list of Conviction Calls with health and dairy products
company Nuchev ((NUC)) temporarily dropping off because Wilsons is currently acting as a corporate advisor.
Having kept their presence as a Conviction Buy are ARB Corp ((ARB)), Collins Foods ((CKF)), Integral
Diagnostics ((IDX)), Telix Pharmaceuticals ((TLX)), ResMed ((RMD)), and Whispir ((WSP)).
Following ResMed’s Q4 market update, which triggered a notable retreat in the share price, Wilsons has stuck
with its Overweight rating and a slightly lower $28.55 price target, suggesting the balance remains in favour of
strong ventilator sales for the next three quarters.
While SaaS installations have been hit by the pandemic, Wilsons remains convinced it is but a short-term,
temporary blip in an ongoing firm looking growth outlook.
(This story was written on Monday 10th August, 2020. It was published on the day in the form of an email
to paying subscribers, and again on Thursday as a story on the website).
(Do note that, in line with all my analyses, appearances and presentations, all of the above names and
calculations are provided for educational purposes only. Investors should always consult with their
licensed investment advisor first, before making any decisions. All views are mine and not by association
FNArena's – see disclaimer on the website.
In addition, since FNArena runs a Model Portfolio based upon my research on All-Weather Performers it is
more than likely that stocks mentioned are included in this Model Portfolio. For all questions about this:
info@fnarena.com or via the direct messaging system on the website).
****
BONUS PUBLICATIONS FOR FNARENA SUBSCRIBERS
Paid subscribers to FNArena (6 and 12 mnths) receive several bonus publications, at no extra cost, including:
– The AUD and the Australian Share Market (which stocks benefit from a weaker AUD, and which ones don't?)
– Make Risk Your Friend. Finding All-Weather Performers, January 2013 (The rationale behind investing in
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stocks that perform irrespective of the overall investment climate)
– Make Risk Your Friend. Finding All-Weather Performers, December 2014 (The follow-up that accounts for an
ever changing world and updated stock selection)
– Change. Investing in a Low Growth World. eBook that sells through Amazon and other channels. Tackles the
main issues impacting on investment strategies today and the world of tomorrow.
– Who's Afraid Of The Big Bad Bear? eBook and Book (print) available through Amazon and other channels. Your
chance to relive 2016, and become a wiser investor along the way.
Subscriptions cost $440 (incl GST) for twelve months or $245 for six and can be purchased here (depending on
your status, a subscription to FNArena might be tax deductible):
https://www.fnarena.com/index.php/sign-up/
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TERMS AND CONDITIONS OF USE, AND DISCLAIMERS
These Terms and Conditions of Use, and Disclaimers constitutes your agreement with FNArena Ltd
with respect to your use of its FNArena website, its weekday news periodical, Australian Broker Call,
as well as any other publications (including articles) FNArena may publish on its website, or
anywhere else, from time to time.
Please read the contents of this page carefully as it contains important legal information and
disclaimers. By entering and perusing the website, reading the Australian Broker Call, or, if you are
subscriber, by entering the password protected part of the website, you acknowledge that you have
read, understood and accept this agreement.
By accepting this agreement you acknowledge, understand and accept the following:
1. Reference to “FN Arena” and “FNArena” means reference to FNArena Ltd, its journalists,
directors, other employees, affiliates, agents, associates and subsidiaries.
2. FNArena Ltd is the owner of the FN Arena website and brand name.
3. Reference to “we” or “us” is reference to FNArena.
4. Reference to “this website” or the “FNArena website” means reference to www.fnarena.com, and
includes reference to FNArena’s weekday news periodical, Australian Broker Call, as well as any
other publications (including articles) FNArena may publish on this website, or anywhere else, from
time to time.
5. Reference to “news periodicals” means reference to FNArena’s weekday periodical, Australian
Broker Call, as well as any other periodicals FNArena may publish from time to time on this website,
or anywhere else, from time to time.
6. Reference to “publications” in this agreement means any material, including articles, published or
put in print on the FNArena website, or anywhere else, whatsoever, and includes FNArena’s
weekday periodical, Australian Broker Call, and any other periodicals FNArena may publish from
time to time.
7. Reference to a “visitor” means, you, a visitor to this website, and includes a subscriber to
Australian Broker Call as well as any other publications or periodicals FNArena may, from time to
time, publish through its website.
8. FNArena is a media company which employs financial journalists to report financial news.
FNArena’s journalists perform the required research and collect the information that is, ultimately,
each day, published on this website and in FNArena’s news periodicals. As is obvious, the process by
which the information is collected and delivered to you is a purely journalistic one and, therefore,
the comments, opinions and recommendations FNArena reports on this website are not the
opinions of FNArena or any of its journalist or other employees. FNArena is ONLY and specifically a

matter‐of‐fact reporter of industry signals suggesting price direction probability of some shares.
FNArena simply delivers the information – it does not create it.
9. Although FNArena obtains the information published herein from sources deemed to be reliable,
and given and received in good faith, it cannot and does not guarantee its accuracy. FNArena does
not take any responsibility either for the financial soundness or for the correctness of statement
made or opinion expressed in the data or content reported by FNArena, and cannot and does not
guarantee the reliability and accuracy of the opinions of the brokers whose opinions,
recommendations and forecasts it reports.
10. FNArena publishes this website, all publications and its periodicals strictly for convenient
personal, non‐commercial, educational and informational purposes of its subscribers only. Our goal
is to provide the subscribers with a convenient starting point of potentially useful, but not
comprehensive, content that can educate or otherwise enhance a visitor’s knowledge base and
frame of reference.
11. FNArena is NOT a stock broker or financial or trading advisor, nor is it an advisory service of any
kind, and no advice or recommendations on investments or trading are made nor implied on this
website. Nothing contained in this website is intended to be, nor shall it be construed as, advice or
recommendation. Any investment or other decisions made by you must be based solely on your own
evaluation of the targeted subject for investment, and your financial circumstances and investment
objectives, and FNArena will not be held liable for any such investments and decisions.
12. It is distinctly understood and accepted that the shares referred to in the FNArena website,
FNArena’s publications and/or periodicals have not been recommended by FNArena. The content
and or any comments found of this website, including the content and/or comments published in
any publication and/or periodicals published by FNArena, do not constitute a recommendation or
endorsement by FNArena with respect to any company, security, share or investment or any
financial or investment product.
13. This website makes no representations, and, to the extent allowed by the law, specifically
disclaims all warranties, express, implied or statutory, regarding the accuracy, timeliness,
completeness, merchantability or fitness for any particular purpose of any material contained in the
website.
14. Before making an investment decision, you must do your own research and rely on your own
examination of the share, and the risk involved, and not on what you read on the FNArena website,
or in any publication or periodical. The content of this website is provided strictly for convenient
personal, non‐commercial educational and informational purposes only and FNArena shall not be
held liable for any investment decisions, sales or purchase decisions, which you may have made
based on what you have read on this website or in the periodicals published by FNArena from time
to time, or in any other publications FNArena may publish on its website, or anywhere else, from
time to time. Anyone who makes investment decisions based on what they read on this website
does so at their own risk, and agrees that they cannot hold FNArena responsible and/or liable for
any loss whatsoever.

15. It is your responsibility to evaluate the completeness, accuracy and usefulness of any content
made available on this website. If you are unsure, or in doubt about the meaning of any information,
you should consult your financial advisor.
16. FNArena does not guarantee any returns on investments made in any share mentioned on this
website by the visitors. As any investor well knows, any investment opportunity, strategy or concept
involves a degree of risk and investors should not invest any funds unless they can afford to take the
risk of losing their investment. FNArena strongly suggests that you consult your own financial
advisors regarding the soundness of any intended investments, strategies or concepts, and discuss
with such advisor your individual investment needs and goals. You may also wish to consult the
broker who expressed the opinion we have reported on in the news periodicals we publish.
17. FNArena shall not be held liable to any visitor of the FN Arena website, or any reader of its
periodicals and/or publications, or anyone else who may have relied on this website, directly or
indirectly, for any inaccuracies in the printed material found on the FN Arena website, in the
periodicals and/or other publications, any typing errors, omissions, interruptions, timeliness,
completeness, deletions, defects, failure of performance, computer virus, communication line
failures, alterations of, or use of any content herein, regardless of cause, for any loss or damage
resulting therefrom.
18. Under no circumstances, including, but not limited to negligence, shall FNArena be liable for any
direct, indirect, incidental, special or consequential damages that result from the use of, or the
inability to use, the FNArena website, and any or the FNArena’s publications and/or periodicals.
19. As a condition of use of the FNArena Website, FNArena’s publications and periodicals, you agree
to indemnify FNArena and all those affiliated with it from and against any and all liabilities, expenses
(including legal costs) and damages arising out of claims resulting from your use of the FNArena
website, FNArena’s publications and periodicals. If you are uncertain about this agreement or the
contents of the FNArena’s website, or are dissatisfied in any shape or from, with the content of the
FNArena website, or any of the publications or periodicals, or you do not agree with these terms and
conditions, your sole and exclusive remedy is to discontinue using the FNArena website, FNArena’s
publications and periodicals.
20. FNArena may, from time to time, publish advice, opinions and statements of various third
parties, other than the ten stock brokers, and various other information and content providers.
FNArena does not represent or endorse the accuracy or reliability of any advice, opinion, statement
or other information provided by these third parties. Reliance upon any such opinion, advice,
statement, or other information is at your own risk.
21. The FNArena website may contain links and pointers to websites maintained by third parties.
FNArena does not operate or control in any respect any information, products or services on such
third‐party websites. Third party links are included solely for the convenience of visitors, and do not
constitute any endorsement by FNArena of any products or services provided by the third party link
owners or operators. FNArena has no control over any websites that we might link to and does not

take responsibility for their quality, content or suitability.
22. FNArena is not responsible for claims made by advertisers on the FN Arena website or in any of
its periodicals. Such advertisements are included solely for the convenience of visitors, and do not
constitute any endorsement by FNArena of any products or services advertised. FNArena does not
check the accuracy of the statements made by the advertisers. You assume sole responsibility for
the access and use of third party links and pointers from the FN Arena website, as well as any
purchases you may make from those third parties (including advertisers).
23. All the content, information and material made available on this website are provided to you “as
is” and without warranty of any kind from FNArena whether express or implied, including, but not
limited to, implied warranties of merchantability and fitness for a particular purpose, title, non‐
infringement, security or accuracy, nor does FNArena endorse or take any responsibility for the
accuracy or reliability of any opinion, advise or statement made through the FN Arena website, its
periodicals, or for making good all or part of any loss and/or damage that may have been caused by
the visitor’s reliance on any information, advise, product or service obtained from a linked website.
24. FNArena is not liable for any copyright infringements incurred by any outside content or
information contributors, or by third parties who have links to this website, or advertise on this
website.
25. FNArena reserves the right to make any and all changes to the FN Arena website, including the
publications and periodicals, at its sole discretion without notice to you. FNArena reserves the right
to deny access to this website or its information to anyone at any time.
26. This agreement shall be deemed to include all other notices, policies, disclaimers, and other
terms contained in the FNArena website, provided, however, that in the event of a conflict between
such other terms and the terms of this agreement, the terms of this agreement shall prevail.
27. FNArena shall have the right, at its discretion, to change, modify, add or remove terms of this
agreement at any time. Changes shall be effective immediately. Notification of any such changes
shall be made herein, therefore, you are strongly advised to read these terms each time you wish to
access the FN Arena website or any periodical.
28. No permission is granted to copy, distribute, modify, post or frame any text, graphics, video,
audio, software code, or viewer interface design or logos. The entire FNArena website, including the
publications and periodicals, is subject to copyright with all rights
reserved. The information contained in the website, including the publications and periodicals, shall
not be published, rewritten for broadcast or publication or redistributed in any medium, or for any
other reason whatsoever, without prior written permission from FNArena.
29. All original content is the copyrighted property of FNArena.
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