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AUSTRALIA

Amazon Puts Zip Co Payments In The Basket
Payment provider Zip Co has been boosted by the announcement of a strategic partnership with Amazon
Australia.
-To pay for market access Zip Co will provide warrants to Amazon
-Revenue model less reliant on BNPL than Afterpay Touch
-Can Zip Co replicate Afterpay Touch's significant offshore expansion
By Eva Brocklehurst
A major strategic partnership in the Australian online retail channel has put payment provider Zip Co ((Z1P)) in
the spotlight. Amazon Australia will offer its first Australian instalment payment option on Amazon.com.au
with Zip Co providing the service.
Amazon.com.au will make the Zip Co Buy Now Pay Later (BNPL) service available on all products without size
restrictions. Amazon Australia appears keen to adopt new products to gain volume, Shaw and Partners
observes, against the international company standard of offering its in-house payment option.
Amazon has had a slow start in Australia since its launch in December 2017 compared with expectations but
Morgans notes it generated around $290m in sales in 2018 and further traction is more than likely.

Business traction data for Amazon Australia is relatively unknown as the company is quite secretive, yet Shaw
and Partners estimates that on current annualised run rates and typical online check-out share, Amazon
Australia could add around 15% to Zip Co's current total transaction value. It is also the perfect customer
segment for targeting customer acquisition.
Upon launching with well-known retailers, Zip Co has had an immediate change to transaction value and share
of check-out vs other payment options. Shaw and Partners notess Zip Co now has more than 18,000 merchants
and is adding 20 per day, while average expenditure per merchant is rising more than 35% annually.
2

Amazon Interest
Zip Co will pay for market access, providing Amazon with warrants. The company will give 14.6m warrants to
an Amazon affiliate with an exercise price of $4.70. A portion will vest immediately and the remainder is
subject to milestones based on volumes. The warrants can be exercised up to seven years after the issue date.
This provides significant upside for Amazon, Morgans suggests, noting the deal is not exclusive, although the
strategic alignment provides some protection (hopefully).
Shaw and Partners expects an immediate economic interest that will create value for Amazon Australia if
share price for Zip Co rises above $4.70. The advantage for Zip Co is the addition of a leading global
e-commerce platform as a potential shareholder alongside Westpac Banking Corp ((WBC)).
Morgans believes, outside of the announcement, management has executed well and the business has re-rated
strongly over the past year. However the current valuation is fair, pending evidence of traction in the offshore
growth strategy.
UBS prefers Zip Co to its main rival, Afterpay Touch ((APT)), as it has less exposure to BNPL and the associated
risks. Currently, the portfolio income is split 40% BNPL and 60% ZipMoney (regulated credit). The company's
revenue model relies on both consumers and merchants, and the market has been more conservative in pricing
in assumptions.
Offshore Potential
UBS, too, agrees this a positive development for Zip Co's prospects in the core Australasian market. Moreover,
there is upside in overseas markets, although the company lacks a first-mover advantage, and from
Pocketbook, a personal finance/budgeting app.
The broker acknowledges Zip Co remains a relatively early-stage and somewhat speculative investment but the
current risk/reward outlook is considered favourable and, given the sell-off in the shares over the past three
weeks, upgrades to Buy from Sell.
UBS flags transaction volume growth of 111% in the first quarter and notes transactions per customer were also
encouraging in the lead up to the usually strong festive season.
The launch of Zip Biz and the acquisition of PartPay also have potential to transform the business. Indeed,
Shaw and Partners wonders whether there is potential for Zip Co, through PartPay to launch in the UK, noting
the material uptake in volume and reverse enquiries from multinational merchants that drove Afterpay Touch's
US and UK expansion.
The broker, not one of the seven monitored daily on the FNArena database, reiterates a Buy rating and target
of $4.78. While not covering Zip Co, Bell Potter, also not one of the seven, believes the deal with Amazon is a
further endorsement of the BNPL sector, noting Afterpay Touch has an alignment with VISA in the US.
FNArena's database has three Buy ratings. The consensus target is $4.20, signalling 0.3% 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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Amcor Grasps The Nettle On Reusable Plastic
Amcor has made a solid start to FY20 amid cost savings from the Bemis acquisition. Moreover, brokers have
brushed aside plastic sustainability concerns.
-Defensive earnings stream and attractive dividend yield underpin stock
-Firm margins offset softer revenue performance in the first quarter
-Amcor stepping up responsible packaging solutions
By Eva Brocklehurst
Amcor ((AMC)) is experiencing both opportunities and sustainability concerns in its diversified packaging
business and has flagged a solid start to FY20. North American and European flexible packaging recorded low
single-digit growth in volumes in the first quarter.
The company announced constant currency earnings (EBIT) growth of 10%. Cost savings from the Bemis
acquisition and favourable movements in raw material prices contributed. However, the underlying business
grew as well.
Ord Minnett was encouraged by the solid organic earnings growth, believing this may have been an area of
concern for some investors, and considers the stock undervalued and the well-diversified earnings stream not
fully appreciated.
The broker calculates, on a forward PE (price/earnings ratio) multiple of 15x and compound annual growth rate
of 7% over FY20-22 estimates, this is an attractive investment proposition.

Ord Minnett factors in US$20m in cost benefits from Bemis in the second quarter along with a further US$5m
support from the timing of the pass-through of raw material costs. Management remains confident about
achieving targeted synergies of US$65m in FY20.
4

Morgan Stanley was pleased with the quarterly earnings growth despite some softness in Latin American rigid
plastics (primarily driven by legacy Bemis business) and the de-stocking in European tobacco packaging. The
broker suggests margins helped offset the softer revenue performance. Citi agrees and the defensive earnings
stream, attractive dividend yield and ongoing share buyback underpin its Buy rating.
Credit Suisse has upgraded to Outperform from Neutral, pleased with the evidence that volume growth is
being achieved in more obscure lines. Nielsen scan data had indicated that US supermarket food volumes were
weak, particularly in terms of key Amcor/Bemis customers.
However, Amcor has provided evidence of volume growth in medical flexible packaging, liquid flexible
pouches and pharmaceutical bottles. The company has reiterated its FY20 guidance for earnings per share of
US61-64c. Cash flow guidance is also maintained.
Sustainability
Of note, UBS highlights the amount of time on the conference call spent discussing the sustainability agenda
and notes a significant increase in community awareness on the topic of plastics sustainability.
The broker expects Amcor will step up its efforts to engage on this issue now the Bemis transaction has been
completed. Citi finds little evidence of any impact on the rigid plastics business from sustainability concerns,
also noting the company is taking up the challenge in terms of responsible packaging solutions.
Credit Suisse finds it difficult to forecast the second quarter and second half but notes overall plastic volumes
increased and, therefore, environmental concerns do not appear to be affecting overall consumption of plastic.
The broker points out around 80% of mismanaged plastic waste comes from around six countries and it is
difficult to fix and will take time , in terms of installing proper waste management infrastructure and
consumer education.
In the meantime, Credit Suisse believes Amcor can capitalise on consumer concerns around plastic by
providing high-value, environmental packaging solutions. Furthermore, demand for plastic packaging should
continue to grow, particularly if consumers in emerging markets increasingly shop at supermarkets.
Amcor has recently introduced a 100% recyclable product which has broad application across consumer flexible
packaging, Macquarie points out, and considers Amcor/Bemis well-placed at the forefront of recyclable and
reusable plastic packaging solutions. The company will use $50m of the $550m derived from divestment of
plants in the wake of the Bemis acquisition to advance sustainability initiatives.
FNArena's database has five Buy ratings and two Hold. The consensus target is $16, signalling 10.3% upside to
the last share price. The dividend yield at present FX values on FY20 and FY21 forecasts is 4.7% and 5.0%,
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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Diversity Helps Elders But Soft Outlook
Prevails
Brokers observe Elders has withstood the impact of the drought better than many of its peers in FY19 thanks to
its diverse earnings streams, although the outlook is subdued.
-Poor expectations for summer crop demand
-Main downside risk is if an “average” winter crop does not eventuate
-Acquisition of AIRR enables enhanced buying power
By Eva Brocklehurst
As a weak light in an otherwise gloomy outlook for the agricultural sector, Elders ((ELD)) reported a reasonable
FY19 result, with a stronger performance on cost control and acquisitions offsetting lower wool volumes and
softer outcomes in agency & financial services.
Morgans, which has an Add rating and $7.10 target, found the FY19 outcome solid, considering the severity of
the east coast drought and the adverse impact on summer crop demand and wool volumes.
No formal FY20 guidance was provided but acquisitions are expected to lift results and Elders has reiterated its
goal of 5-10% earnings (EBIT) growth through the cycle. The company anticipates a below-average summer crop
and the main downside risk, brokers envisage, is if at least an "average" winter cropping season does not

eventuate in FY20.
Underlying earnings (EBIT) fell -1.2% in FY19 and net profit was flat. Acquisitions contributed $10.2m to
earnings, primarily Titan and Livestock in Transit. Revenue was up 4% while operating cash inflow of $11.2m
compared with an outflow of -$12.1m in FY18.
Cash conversion was weak and working capital continued to build, rising to $286.6m. This reflected the impact
of higher livestock debtors, more working capital requirements for Titan and lower stock turnover.
6

Challenges were reflected in the Australian network income which declined -4.8%. An increased margin in
real estate, greater cattle volumes and higher lamb & sheep prices offset a portion of the headwinds.
Relative to peers, nevertheless, Morgans believes Elders is best placed to withstand the current environment
and eventually benefit from a seasonal recovery, given its diversified business model. Elders is highly leveraged
to a rising cattle price that will occur once it rains and farmers need to re-stock.
Feed and processing revenue increased 9.9% and margins rose to 4.0% because of higher utilisation rates at the
Killara feedlot. The company intends to capture more margin through backward integration amid stronger
buying power post the acquisition of Australian Independent Rural Retailers.
Elders will officially acquire Australian Independent Rural Retailers on November 13. This is a buying and
marketing group for independent rural merchandise and pet & produce stores. Bell Potter, which has a Buy
rating and $8.15 target, agrees FY20 hinges on an average winter crop, which would provide a solid platform
for growth along with the acquisition of AIRR.
The broker assumes a normal winter cropping season, along with a 10-month contribution from AIRR and
continuing transition of the agricultural chemical business to Titan. The company can also benefit from further
consolidation opportunities. Elders has stated it intends to maximise cross selling and will continue to evaluate
potential acquisitions, focusing on expansion that enhances diversity.
Wilsons, which has a Market Weight rating and $6.51 target, expects significant earnings growth over the
forecast period, led by the AIRR acquisition and assuming an improvement in seasonal demand for crop inputs.
However, the broker perceives potential network opportunities arising from the Nutrien/Ruralco merger are
countered by the emergence of channel conflict within the Elders network and the fact that AIRR and its
CRT wholesale business are very different.
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 Set To Perform Strongly
James Hardie delivered a very robust first half, lifting forecast profit for the full year and raising expectations
for a re-rating.
-Key external variables such as pulp and freight moving in the company's favour
-Increased investment may offset further benefits from lower pulp costs
-Stock expected to re-rate back towards an historical premium
By Eva Brocklehurst
James Hardie ((JHX)) has emerged from a period in which the US business was being hurt by higher raw
material costs and capacity constraints, posting a strong first half result and upgrading guidance. The company
now expects a profit of US$340-370m in FY20.
Problems with sales execution, cost pressures and inefficiencies prevailed just a year ago and, brokers observe,
the company has now turned around, delivering ahead of plan amid benefits from lower cyclical input costs.
North America stood out as volumes grew by 4.9%, with 6% growth in exteriors and flat volumes in interiors.
Ord Minnett notes sentiment is very positive on the stock but this lifts the hurdle for results to surprise on the
upside, and also raises the risk of a correction if the performance falters.
Nevertheless, the broker does not believe the stock is expensive as it is trading on a forward PE
(price/earnings ratio) of 19x, excluding asbestos, at a discount to historical levels. Key external variables are
moving favourably, including US housing starts, pulp and freight costs.

Margins
Notably, margins improved the US, supported by a 190 basis points gain from “LEAN” manufacturing
efficiencies and this sets up a margin range of 25-27% for the year. Ord Minnett estimates US$5-10m in LEAN
benefits were achieved in the half.
8

Yet an enhanced margin performance in the second quarter (27.1%) has led to questions as to why
management is not raising its long-term earnings margin target of 20-25% for North America.
The answer is management is intent on generating growth, and increased investment is expected from the
second half onwards. The company plans to invest its efficiency gains in an enlarged sales and marketing
effort to drive market penetration. Further benefits from lower pulp costs are also expected as FY20 unfolds
further, although Citi suspects increased investment may offset this.
Credit Suisse models elevated margins for 18 months before investment catches up, and increases forecasts to
reflect the primary demand growth (PDG) target of 5.5%. UBS also points to increased expenditure as evidence
of why the long-term margin guidance has been retained.
To support long-term PDG the company will invest in analytics and innovation but is unsure at this stage just
how much expenditure is required to underpin its target of 6% over the long term.
UBS remains of the view that 6% is unsustainable and assumes a long-term PDG of 3.5%. Ord Minnett assesses,
while current levels of PDG are likely to persist through to FY22, a reversion to something more like 3% is
realistic.
Re-rating Potential?
James Hardie continues to trade at a discount to the ASX Industrials and Morgan Stanley believes this discount
disregards the quality and growth attributes of the business. A delivery on key PDG and margin milestones in
the US, amid further growth in Europe, will mean the gap closes and the stock is expected to move to a
premium.
Citi agrees the stock is more attractively valued than its domestic rivals and US peers and expects it will
re-rate back towards its historical 5-20% premium to the ASX Industrials.
Investors value the stock for its PDG or the ability to take market share, UBS ascertains. As the US housing
market improves, amid low mortgage rates, the macro backdrop should remain strong and drive a PE re-rating.
Moreover, the broker believes the company has the right strategy and a cost reduction program to help fund
this growth over the longer term.
A number of new products are being launched, with Macquarie noting the EasyTex application could open up a
front against the stucco market in the US. Stucco has a 25% wall share in the US. The company has a 20% share
of the new US siding market which, while impressive, means taking more share over the longer term will
become expensive and challenging, UBS points out.
James Hardie continues to expect modest growth in the US, supported by the renovations market and offset by
a slight contraction in new construction. Citi anticipates the recent recovery in US new housing starts should
flow through to the third quarter, noting the company expects system growth of 1% for FY20.
Volumes in Asia-Pacific were still solid, Ord Minnett notes, given the moderating end markets. The company
estimates the addressable market in Australia contracted -8-10% in the first half.
On the negative side, Europe missed many forecasts. In defence, UBS points out James Hardie has provided a
new target for the European business which includes no real growth within the first three years. The company
expects the European housing market to be slightly weaker in FY20 and aims to introduce new fibre cement
products specifically targeted to the region.
FNArena's database has six Buy ratings. The consensus target is $29.89, signalling 5.0% upside to the last share
price. Targets range from $28.50 (Ord Minnett) to $32.40 (Macquarie).
See also, James Hardie Discount Difficult To Justify on August 12, 2019.
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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Reprieve For CommBank Likely Shortlived
Despite a reprieve in the first quarter, margin pressures are expected to continue for Commonwealth Bank.
Will the bank sustain its dividend?
-First quarter margins underpinned by delay in passing on rate cuts
-Macquarie suspects dividend may be hard to maintain
-Stock considered expensive/fully valued
By Eva Brocklehurst
While Commonwealth Bank ((CBA)) performed strongly, and better than most expected in the first quarter,
brokers suspect the issues surrounding ultra-low interest rates will continue to have an impact.
Moreover, given margin pressures from lower interest rates and the narrowing of the front-to-back book
spread, Macquarie believes the dividend will be increasingly difficult to sustain, unless the bank can offset
revenue pressures through further mortgage re-pricing.
Morgans was generally pleased with the quarterly outcome, given an increase in net interest income and
growth in home and business loans. Asset quality appears sound and there were no new customer remediation

provisions.
Cash net profit in the first quarter was $2.3bn. UBS notes this is around $150m ahead of the "run rate"
embedded in first half estimates but remains cautious about extrapolating the update because quarterlies are
inherently volatile.
UBS increases first half forecasts, largely offset by reductions later in the year and notes margins were
underpinned by a sharp fall in bank bill swap rates (BBSW) and the delay of around three weeks in passing on
variable mortgage rate reductions to customers.
Consumer arrears improved over the quarter because of seasonality and the benefit of higher tax refunds. The
bank has indicated troublesome assets in the corporate sector continue to reflect weakness in discretionary
retail, construction and agriculture, as well as some single name exposures.
10

Margins And Costs
Commonwealth Bank grew deposits of 10.4% annualised in the quarter vs major bank peers at around 7-9%, yet
Ord Minnett cuts forecasts by -4% in FY20 and -5% in FY21, mostly because higher costs are anticipated.
It would appear from the results that the loan-to-deposit spread is stable, yet Shaw and Partners asserts this is
contrary to popular wisdom, where falling interest rates reduce the benefits of low-cost retail deposits that
cannot be offset elsewhere and exacerbate the decline in net interest margins.
Costs still increased despite management's objective of reducing the overall expense base, Macquarie notes.
While earnings downgrades are likely to be smaller than peers, and a superior capital position should provide
near-term support, the broker expects low interest rates will affect the future performance of the bank and
elicit cost pressures.
Net interest margins for Commonwealth Bank are likely to start falling in the second quarter as official rate
cuts impact on spreads, brokers suspect. Morgan Stanley forecasts a -4 basis points year-on-year decline in net
interest margin in FY20.
However, this indicates Commonwealth Bank could achieve better margin and volume outcomes vs peers,
making it the only major bank able to grow revenue in FY20. The bank continues to win market share,
particularly in mortgages, the broker notes, although greater productivity gains need to be delivered for
Commonwealth Bank to reach its full-year targets.
Capital Returns
The bank continues to outperform peers and has a strong capital position. UBS assumes $3bn in capital returns
in the second half following the completion of life insurance sales. The market may be relieved by the update,
but Citi suspects the implications for the buyback will put pressure on the valuation premium relative to
peers, and the buyback is likely to be delayed 18 months.
Credit Suisse considers "11% is the new 10.5%" in terms of CET1 ratios and lowers buyback expectations to
$2.5bn, to be executed in FY21. As is the case with other banks, the broker factors in a further $300m in FY20
pre-tax as a top up of aligned dealer group remediation.
Morgan Stanley expects the CET1 ratio to approach 11% in the first half once all asset sales are completed.
While Macquarie assesses the bank's capital position is leading the sector it will need to target a level II CET1
ratio of over 11%. On this basis, the broker estimates a capital surplus of $2.6bn amid scope for capital
management in FY20.
The stock is now trading on 17x FY20 estimates, which makes it one of the most expensive developed-market
bank stocks in global history, UBS asserts. Other brokers agree the share price is expensive, with Ord Minnett
calculating an adjusted price-to-earnings ratio of around 16.5x FY21 earnings. Still, the broker points out that
the total estimated 12-month return is a barely in negative.
Shaw and Partners, not one of the seven monitored daily on the FNArena database, has a Hold rating and $80
target. The database has three Hold and four Sell ratings. The consensus target is $73.30, signalling -8.5%
downside to the last share price. The dividend yield on FY20 and FY21 forecasts is 5.4% and 5.2% 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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Divergent Views On National Australia Bank
National Australia Bank has prevailing themes in common with its major peers yet brokers diverge in their
views on the outlook for the stock.
-Support from strong position in SME and growth profile in New Zealand
-Lower exposure to mortgage lending helps margins
-Yet pre-provision profit per share has been falling since 2008
By Eva Brocklehurst
While National Australia Bank ((NAB)) may have performed better than some of its peers in the recent results
season, brokers concur the outlook is hardly stellar. Retail banking was strong, net interest margins were flat,
while asset quality trends worsened.
There were trends in common with major bank peers, particularly as the sector is thwarted by low interest
rates. These headwinds appear less severe at NAB, Ord Minnett believes, and the bank is performing relatively
better on many counts, with the exception of mortgage growth.
Underlying net interest margin trends were relatively resilient in FY19 and Ord Minnett expects this to
continue in the near term, given a lower exposure to mortgage lending. The bank's strong position in small to
medium enterprises (SME) and a growth profile in New Zealand should deliver better growth in earnings per
share vs peers over the medium term, and the broker asserts this is more important than debates over whether
immediate capital settings are right.

Citi lauds the execution on a three-year restructuring plan and early action on compliance expenditure issues.
12

The broker believes the outlook is comparatively better in terms of revenue, costs growth and implied returns.
Ord Minnett acknowledges some investors may be disappointed the bank did not specifically address the issue
of capital in its results but suggests this could be explained by the long five-year phasing-in of the Reserve
Bank of New Zealand rule changes.
Bell Potter, not one of the seven brokers monitored daily on the FNArena database, agrees the bank showed
strength in areas where it has had a competitive advantage over its peers historically, such as SME and
global infrastructure lending.
Stable revenue from strong housing and business lending volumes provided a positive aspect and cost discipline
was also a highlight, as the bank achieved its underlying cost target of around $8.1bn. Bell Potter notes, when
excluding large items, such as the $832m in remediation provisions and a $348m after-tax software
capitalisation charge, the performance was notably stronger.
The broker, not one of the seven monitored daily on the FNArena database, has a Buy rating and $30.50 target
but acknowledges the results were "noisy" because of large notable items and this dragged cash earnings down
by -28% over FY19.
One-offs
The bank envisages a path to a CET1 ratio that is north of 11%, comparable with peers, UBS observes.
However, this is predicated on nothing going wrong, and NAB has a track record for one-off losses. Moreover,
with a new CEO on board, the broker would not be surprised if there were further restructuring
provisions,write-downs, remediation charges or compression of mortgage spreads.
UBS assesses NAB has been "stuck in a rut", with falling pre-provision profit per share since 2008, and believes
this metric will continue to deteriorate, as revenue is under pressure, there is a flat cost base post
restructuring and a rising share count.
To Macquarie, NAB appears to be the only major bank looking to contain expense growth. This may be a good
target but the broker suspects the bank will run out of steam. Over FY19 there were benefits from
investment, restructuring charges and capitalised software write-offs. Still, it will be difficult to reduce
expenditure further without incurring additional upfront costs and Macquarie envisages downside to market
expectations in this regard.
NAB has reaffirmed its intention to exit MLC Wealth in FY20, planning to explore transaction structures and
options. Shaw and Partners suspects the declining revenue and profit profile of this area of the business will
present a challenge. The MLC profit contribution in FY19 fell to $176m from $250m.
The bank has estimated it will raise $900m from its dividend reinvestment plan and around $700m from a
partial underwriting. Bell Potter notes with relief there was no capital raising announced and the final
dividend was unchanged.
The broker calculates the pay-out ratio is around 71%, excluding large items. This is only marginally above the
70% considered a sustainable ratio and is one that would be sufficient to generate surplus capital.
Credit Suisse is not convinced, believing the outlook is not dissimilar from that of Westpac ((WBC)), given the
"stifled" balance sheet. On the other hand, in FY20, Citi estimates NAB will record a 12% return on equity, well
ahead of both Westpac and ANZ Bank ((ANZ)).
FNArena's database has two Buy ratings, three Hold and two Sell. The consensus target is $27.33, suggesting
-5.7% downside to the last share price. The dividend yield on FY20 and FY21 forecasts is 5.7%.
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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Power To The People, And Mining
Richard (Rick) Mills
Ahead of the Herd
As a general rule, the most successful man in life is the man who has the best information.
‘Power to the People' and mining
The 1960s and 70s were decades of incredible social upheaval.
Fed up with wars, governments out of touch with their ideals, authority figures who didn't get them, the
"flower children" of the '60s took to the streets to demand equal rights for women, civil liberties for black
Americans, an end to President Johnson and Nixon's Vietnam quagmire - all fueled by a powerful new popular
culture that called for peace and celebrated the freedom of the individual to do as he/she pleased.
Fifty years on, the world has changed in ways the "hippy generation" could scarcely imagine.
Protests today tend to be in developing countries, places where greed, graft and corruption mix with inequality
in a toxic brew that frequently boils over into the streets, and is just as often violently suppressed. I'm alluding
here to the Arab Spring that demanded the reform of oppressed societies, but has for the most part failed to
deliver - just look at Lebanon, Egypt and Saudi Arabia.
In the West it's not so much regime change people are after, as a change in the way governments conduct
themselves. Consider the mass demonstrations in Hong Kong directed at the former British colony's Chinese
overlords, or global climate change protests. In the US, bad memories of the 1960s race riots were stirred up
when racists and anti-racists confronted one another in Charlotte, North Carolina.
Taking a run through the news, it appears that social tensions are increasing, there are more protests in more
countries, extremism is on the rise, countries deemed safe for travel and conducting business are suddenly
falling into chaos. Take Chile as an example. A week of protests, riots and arson over inequality has resulted
in 19 dead and 7,000 arrested, with damage to businesses and public transportation nearing $2 billion.
Global growth is slowing - we seem to be on the cusp of some kind of major reset, as government, household
and business debt spirals out of control, and central banks slash interest rates in an effort to re-start stalled
economic engines.
For many the fruits of capitalism have shown up as spoilt goods. It's harder to buy a house, get ahead, save for
retirement. Working people are mad as hell, and they aren't going to take it anymore.
There is social unrest in France, Spain (Catalonia), Germany with the 24% Alternative for Germany (AfD) vote in
Thuringia, the UK (Brexit), Algeria, Iraq, Lebanon, Egypt, Russia, Hong Kong, Venezuela, Chile and Bolivia. To
all of this we can add increasing polarization in the US, Extinction Rebellions (climate change), plus the latest
conflict de jour, a Canada split between regions and control over natural resources.
This global trend of social agitation is noticed by us at Ahead of the Herd, but we wish to take it a step further.
We'd like to know, if so many people are willing to stand up and demand more from their governments, how
will this affect mining? We understand from our articles on resource nationalism, how mining companies are
often targeted by governments intent on reaping more profits from them, expropriating mines, denying
permits, or putting more restrictions on miners, all in the name of "the will of the people". Indonesia's ban on
the export of raw ores, so they can be beneficiated locally, is one example, the closing of 20-odd nickel mines
by Philippines President Duterte's government is another.
Yet this seems different - something of a global movement of people demanding they get what they think they
deserve. While the conditions in each country experiencing social change are diverse, there are common
themes.
"While thousands of miles apart, protests have begun for similar reasons in several countries, and some have
14

taken inspiration from each other on how to organize and advance their goals," reads a recent analysis by the
BBC.
The British broadcaster finds inequality, corruption, the need for political freedom and climate change are
ideas that bind protesters together. The catalysts for social change, though, have been the passage of
seemingly minor laws.
In Lebanon, people rose up over the government's Orwellian decision to tax What's App calls. Chileans donned
balaclavas and dodged tear gas over a proposed increase in transit fares.
Why would citizens of Chile, a relatively well-off country, take to the streets over something this banal? It's
less surprising if one considers that half of Chilean workers earn less than 400,000 pesos per month (roughly
US$550).
In fact Chile leads the OECD's 30 wealthiest nations in inequality. The richest 1% of Chilean society earns
one-third of the nation's wealth, states a UN report.

The dissonance between perception and reality showed up in a photo, widely circulated on social media, of
President Sebastián Piñera, pictured dining in an upmarket Italian restaurant, as rioters trashed supermarkets
and subway stations.
In the Middle East, corruption runs rampant. The BBC states:
In Lebanon, protesters argue that while they are suffering under an economic crisis, the country's leaders
have been using their positions of power to enrich themselves, through kickbacks and favourable deals.
People in Iraq have also been calling for the end of a political system that they say has failed them. One of
the main points of contention there is the way government appointments are made on the basis of sectarian
or ethnic quotas, instead of on merit.
Demonstrators argue that this has allowed leaders to abuse public funds to reward themselves and their
followers, with very little benefit to most citizens.
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Other countries host citizens bent on gaining a voice within a political system they feel silenced. The
student-led demonstrations in Hong Kong are the obvious example; but their efforts and tactics, no doubt
facilitated by social media, were reflected by hundreds of thousands of people in Barcelona, who rallied to
express anger over Spain jailing Catalan separatists.
Resource nationalism
Resource nationalism is the tendency of people and governments to assert control, for strategic and economic
reasons, over their natural resources.
Developing countries have seen the benefits of foreign companies coming in to extract their natural resource
endowment, in the form of jobs and higher wages for their often-impoverished citizens, and government
revenues through taxes, royalties or dividends.
Yet, for countries such as Ecuador and Venezuela, it's not enough. Their governments were elected to help
relieve the plight of the poor, and they intend to make good.
Miners are easy targets because mining is a long-term investment and especially capital intensive. Mines are
also immobile, so mining companies are at the mercy of the countries in which they operate. Outright seizure
of assets often happens using the twin excuses of historical injustice and contractual misdeeds. There is no
compensation offered and no recourse.
Countries are getting creative in how to bleed away miners' profits. Governments have gone beyond taxation in
getting more out of the mining sector with a wave of requirements such as mandated beneficiation (where ore
is processed locally rather than exported raw), export restrictions and increased state ownership of mines.
This is becoming a serious problem in the case of in-demand metals such as copper and nickel, needed for the
new green economy, and critical minerals like rare earths, mined by countries with an itchy resource
nationalism finger.
As the demand by Western countries for these raw materials grows, the connection between social unrest and
mining is tightening.
Let's look a look at lithium/ copper supply disruption caused by civil unrest and resource nationalism.
Lithium
The need for lithium is going through the roof, but the United States produces very little of the lightweight
wonder-metal.
Chinese entities control 60% of the world's electric battery production, and the majority of lithium hydroxide,
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the high-grade lithium product that goes into Tesla's lithium-ion EV batteries, for example.
This has put the United States in a vulnerable position with respect to securing the lithium it will need for
current and future electric vehicle production.
If China were to embargo all the lithium it mines or processes, destined for the United States, the result would
be a serious setback for the country, just as it is taking steps to become a player in the lithium space.
In fact the more direct threat to the US lithium supply chain is Chile.
Chile's vast northern salt flats, the Salar de Atacama, have operations run by the top two lithium mining
producers in the world, state-owned SQM and Albemarle, a US chemicals company. The salar straddles Chile,
Argentina and Bolivia and contains about three-quarters of the world's lithium reserves.
The area's high elevation, intense sunlight and steady, hot winds are ideal for lithium brine operations, where
lithium and other minerals like potassium and potash are pumped up, stored in large ponds and concentrated
through evaporation.
These advantages plus Chile's perch on the Pacific Ocean have made it a leading supplier of low-cost,
high-grade lithium. However over the past few years Chile has lost its competitive edge due in no small part to
resource nationalism.
Back when Chile was governed by right-wing dictator Pinochet, lithium was classified as a strategic resource
due to its use in nuclear fission. As a result, private mining companies are required to partner with the state,
as Albemarle has done, or obtain a special permit to mine lithium on their own. However the government has
yet to provide guidelines on obtaining this permit, called a CEOL, and that has spooked a number of would-be
foreign investors. A uniform royalty and tax regime is also lacking.
Since lithium prices started climbing in 2014, Wealth Minerals is the only new player to receive permitting
required to complete exploration work in the Salar de Atacama, having partnered with Chilean state mining
company Enami.
And despite strong global demand for lithium, Chile's output has remained flat; in 2017 the country lost its
crown to Australia, home to the largest hard-rock lithium mining operation in the world, Greenbushes. A
number of other spodumene mining operations outputting lithium hydroxide needed for EV batteries, have
sprung up in Australia over the past couple of years.
Earlier this year Santiago-based SQM delayed a planned expansion to more than double its production of
lithium carbonate to 120,000 tonnes, until the end of 2021. Competitor Albemarle has sparred with the Chilean
Economic Development Agency (CORFU) over increasing its quota to 2 million tonnes lithium carbonate
equivalent (LCE), finally reaching an agreement this past January. However the US company with the only
operating lithium mine in America, Silver Peak, expects this year's lithium production from Chile to be
unchanged, when it should be growing.
Reuters quotes Joe Lowry, an independent lithium industry consultant, saying that Chile is "disappointing the
industry" and that if expansion plans keep getting pushed farther out, it could cause "uncertainty and
complexity in supply chains". What would Tesla/Panasonic, Chevy or Nissan do if they no longer had a steady
supply of lithium?
Chile has already lost market share to its competitors; it now produces about 20% of the world's lithium
compared to 36% four years ago.
Meanwhile indigenous groups that draw water from the same sources as mining companies are pressuring the
government to put a cap on lithium production.
Chile's underground lithium reservoirs need to be recharged by rainfall and snow melt from the Andes, but a
study found more water was leaving the salar than returning, prompting restrictions.
In the summer of 2018 Chile clamped down on water usage, imposing a rare ban on new permits to extract
water from an aquifer that supplies water to BHP Group's Escondida, the world's biggest copper mine.
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Albemarle abandoned its plan to nearly double production of lithium carbonate to 145,000 tonnes, after
Chilean regulators questioned its water-saving technology and environmental studies.
SQM wasn't given any special treatment as a state-owned company. A spat over whether the company had
overdrawn its water quota resulted in an agreement to reduce the amount it pumps and open its operations to
increased scrutiny.
The crack-down on water use has been seen as a success for indigenous peoples. The president of the Atacama
Indigenous Council, representing 18 communities, told Reuters it will block any new mines, due to a lack of
understanding about their environmental impacts. A new government water study is due out this year.
Reuters notes that Canada's LiCo Energy Metals scrapped its Purickuta project in the Atacama due to resistance
from the local indigenous community.
Now enter the recent civil unrest. On the Atacama salt flats, indigenous protesters blocked access to SQM's
operations. Earlier in the week, Escondida was reportedly operating at a reduced rate after union workers
walked off the job in solidarity with protesters around the country. Other copper miners were able to maintain
production, "though continuing protests had hobbled port facilities, public transportation and supply chains,
impacting operations," according to a media report.
The breakdown of normality in Chile is perhaps best symbolized by the cancelation, on Thursday, of an
important meeting of world leaders. The Asian-Pacific Cooperation Summit, intended to be the forum at which
Donald Trump and Chinese President Xi Jinping signed the first phase of a trade deal, was supposed to take
place in Santiago on Nov. 16-17. A UN climate change conference scheduled for December was also scrubbed.
It is clear, from all the above-mentioned reasons, that Chile's risk profile for investors has risen considerably.
Even Albemarle, a company with a market cap of $6 billion, is having trouble maintaining production levels,
due to increased government oversight over output and water usage.
Copper
Chile being the largest copper producer, social unrest threatens to have a big impact on the world's copper
supply. Though impacts to production so far are limited, mining unions in Chile frequently strike and there is
no reason to suggest they won't continue to walk picket lines in support of fellow workers.
The copper industry typically sees millions of tonnes of the red metal left in the ground when workers down
tools seeking higher wages and benefits, and mines declare ‘force majeure' for other reasons, typically
weather-related.
Analysts have apparently penciled in disruptions of 1.2 million tonnes this year that will be stripped from the
copper market, likely resulting in higher prices.
In September 2018 the Indonesian government, Freeport McMoran and Rio Tinto finally came to an agreement
over ownership of Grasberg. The long-running dispute ended with Indonesia gaining a controlling interest in 51%
of the world's second largest copper mine.
The latest round of copper resource nationalism appears to be occurring in Africa.
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In Zambia, an economic crisis is forcing the country to consider seizing copper mines. Africa's second largest
copper producer is expecting copper production this year to be up to 100,000 tonnes less than in 2018.
Zambia's Chamber of Mines attributes the production drop to changes in mining taxes which have driven up
costs and forced copper miners to reduce output. The country's copper production tumbled 11.3% in the first
quarter of 2019.
The government wants to liquidate Vedanta's Konkola Copper Mines (KCM) which it accuses of breaching its
operating license and polluting the lands of nearly 2,000 villagers, Reuters said. A court hearing in England is
pending.
For its part, Vedanta claims it is owed nearly $180 million in value-added tax refunds.
Meanwhile First Quantum Minerals, which is offering to buy the Zambian government's 20% stake in the
country's largest copper mine, Kansanshi, giving the company 100% control, is also fighting with the
government over a $7.9 billion tax bill. The 1.5% increase in mining royalties this year prompted First Quantum
to announce plans to fire 2,500 workers, but it later backtracked on the proposal, according to the Financial
Post.
Last year the Democratic Republic of Congo (DRC) raised taxes and royalties on copper and cobalt amid fierce
opposition from mining companies. A new mining code giving more power to the state has put a freeze on new
mining projects.
Reports of child labor at Congolese mines are rampant, as well as hordes of artisanal miners. This summer
soldiers were sent to clear out tens of thousands of hard-scrabble diggers who eke out a living by illegally
hand-mining minerals, with dangerous consequences to themselves and the environment.
Ebola is another good reason to stay well clear of the DRC. According to the Center for Infectious Disease
Research and Policy, four new cases of the deadly, highly contagious disease were reported last week - from
the North Kivu and Mandina provinces. Much of the DRC's mining activities take place in the North Kivu. So far
the Ebola outbreak has reached 3,264, including 117 probable cases.
The DRC is the world's fourth largest copper producer and mines the most cobalt of any country - about 60% of
global output.
The number of countries on copper's "do not enter" list is definitely growing. To recap, they include Chile,
Indonesia, Zambia and the DRC - all major copper-mining countries with large reserves.
However we also know that copper is heading towards a supply crunch.
By 2035, without major new mines up and running to replace the ore that is being depleted from existing
copper mines, we are looking at a 15-million-tonne supply deficit. Copper grades have declined about 25% in
Chile in the last decade - highlighting the urgent need for grassroots exploration to arrest the trend.
Conclusion
Country risk is one of the most serious and unpredictable risks facing mining operations and investor interests where the political and economic stability of the host country is questionable and abrupt changes in the
business environment could adversely affect profits or the value of the company's assets.
We've seen many instances of companies losing assets that were lawfully theirs. Several countries come to
mind as places where shareholders could, without warning, receive news that their investment's operations
have been taken over by the government or its friends, or where permits get delayed or canceled outright.
This is not a static list. The Fraser Institute does a good job of ranking countries annually according to their
attractiveness to investors. Last year Chile ranked sixth, above copper competitor Peru, all Canadian
provinces/territories with the exception of Saskatchewan and Quebec, and every US state but Alaska and
Nevada. Where will the lithium and copper powerhouse fall in the next Fraser Institute rankings, given how far
the long arm of the state has reached into the mining industry, along with fresh uncertainty caused by
wide-spread protests, property damage, deaths and injuries?
It's a reminder that we, as junior resource investors, must constantly assess, and re-assess, where we put our
hard-earned cash. Knowledge is power. Having the right information will save you from making mistakes and
hopefully guide you in the direction of shareholder profits.
Richard (Rick) Mills
rick@aheadoftheherd.com
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Weekly Ratings, Targets, Forecast Changes 08-11-19
By Rudi Filapek-Vandyck, Editor FNArena
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 November 4 to Friday November 8, 2019
Total Upgrades: 4
Total Downgrades: 11
Net Ratings Breakdown: Buy 37.31%; Hold 46.32%; Sell 16.37%
More downgrades than upgrades and a community of stockbroking analysts that sees its ratings heavily
weighted towards Neutral/Holds amidst a local share market that is characterised more by rotation and
temporary mood swings than a clear direction.
These are the easy to draw conclusions when overseeing what is happening inside the world of stockbroking
analysts reviews and updates.
For the week ending Friday, 8th November 2019, FNArena registered but four upgrades in ratings for ASX-listed
entities against eleven downgrades. One of the upgrades, for Pendal Group, was met by two downgrades on
the other side of the ledger.
Positive news is that three of the four upgrades moved to a Buy. On the flipside, only one downgrade moved
to Sell (all others to Neutral/Hold). Pendal Group was the receiver of the sole fresh Sell rating.
CSR and Blackmores lead the week's table for positive revisions to price targets with both enjoying increases in
excess of 6%. Zip Co, Pendal Group and Bapcor equally enjoyed notable increases. On the negative side,
Charter Hall distances itself from the pack, but Flight Centre takes the week's biggest hit. All other negative
amendments are rather small.
A lot of action can be seen in the week's overview for positive changes to earnings estimates. Zip Co claims
the week's top spot, followed by National Australia Bank (surprise!), Xero and Orica. The week's table for
negative revisions shows equally sizable adjustments with OceanaGold in the bottom spot, followed by CSR,
Flight Centre, Blackmores and Medibank Private.
Out-of-season corporate results releases continue througthout the rest of the month in Australia.
Upgrade
COCA-COLA AMATIL LIMITED ((CCL)) Upgrade to Accumulate from Hold by Ord Minnett .B/H/S: 1/1/4
Ord Minnett reviews the stock, noting the Australian beverages division is poised to return to growth because
of an increase in volumes and a positive mix on channel and product.
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Also, while the Indonesian consumer segment is slowing the beverages industry is still performing well. The
broker finds the valuation attractive and upgrades to Accumulate from Hold.
The next catalyst is expected to be the investor briefing on November 15. Target is steady at $11.
CSR LIMITED ((CSR)) Upgrade to Neutral from Sell by Citi .B/H/S: 1/1/3
Citi has upgraded to Neutral from Sell following an interim report that turned out "in line", with a special
dividend surprise and rather soft guidance for FY20. Citi analysts suggest the strong share price response was
likely due to short covering on the day.
Property earnings were stronger and there is expectation the domestic housing cycle might be about to turn,
which should underpin further improvement. Falling coal prices could benefit the aluminium operations,
suggest the analysts.
Target price jumps to $4.30 from $3.60. Citi does see a profitable future for the Tomago smelter.
PENDAL GROUP LIMITED ((PDL)) Upgrade to Add from Hold by Morgans .B/H/S: 3/3/1
FY19 net profit was down -19% and in line with expectations. The weaker result was primarily driven by a
step-down in performance fees.
There remains a risk of meaningful outflows in EU funds but on a 12-month view Morgans envisages upside from
improved sentiment towards the UK.
The broker upgrades to Add from Hold on valuation. Target is raised to $8.85 from $7.96.
See also PDL downgrade.
ZIP CO LIMITED ((Z1P)) Upgrade to Buy from Sell by UBS .B/H/S: 3/0/0
The company has announced a strategic agreement with Amazon, whereby it will be offered as a payment
option for customers shopping on Amazon.com.au.
With the share price falling significantly over recent weeks, UBS upgrades to Buy from Sell. The target of $4.80
is unchanged.
The broker prefers Zip Co to its main peer Afterpay Touch ((APT)) as it has less exposure to the associated
risks with 'buy now pay later' and a revenue model that relies on both consumers and merchants.
Downgrade
BORAL LIMITED ((BLD)) Downgrade to Neutral from Buy by UBS and Downgrade to Neutral from Buy by Citi
.B/H/S: 0/5/0
UBS lowers its rating to Neutral from Buy as the stock is approaching the target. House prices are lifting and
housing approvals appear to be bottoming but the next 12 months are still likely to experience a contraction
ahead of a trough, in the broker's view.
US activity needs to pick up faster and Australian housing approvals lift further to regain confidence. Target is
reduced to $4.90 from $5.20. Boral has reiterated FY20 net profit guidance to be -5-15% below FY19.
While the company maintained FY20 guidance, Citi notes a weak first half is placing increasing reliance on a
strong second half.
While lead indicators have turned positive, underlying activity remains weak and management has had to
deepen its cost reductions.
The broker downgrades to Neutral from Buy, envisaging few catalysts for the upside in the near term. Target is
steady at $5.
DOWNER EDI LIMITED ((DOW)) Downgrade to Neutral from Buy by UBS .B/H/S: 2/2/0
The shares have recently outperformed and UBS downgrades to Neutral from Buy. The share price has
increased around 20% in the year to date. The company has reiterated guidance for FY20 net profit of around
$365m.
Downer EDI has indicated that cash conversion in FY20 would not be as strong as previously because of the
impact of the Murra Warra wind farm, the run down in NBN/LNG projects and higher cash costs. UBS reduces
the target to $8.15 from $8.35.
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FLIGHT CENTRE LIMITED ((FLT)) Downgrade to Neutral from Buy by Citi .B/H/S: 4/3/0
Citi notes Flight Centre has either downgraded or issued guidance below consensus five times in the past 12
months. The consistent underlying driver of weakness has been the Australian leisure channel.
The broker downgrades to Neutral from Buy and reduces the target to $42.90 from $50.50.
Citi forecasts an underlying pre-tax profit decline of -32% in the first half before a 12% recovery in the second
half. The pre-tax profit margin is expected to contract to 1.3% in FY20.
ILUKA RESOURCES LIMITED ((ILU)) Downgrade to Neutral from Outperform by Macquarie .B/H/S: 1/5/0
Macquarie observes the near-term outlook for zircon is subdued and achieving the forecast step up in sales in
the December quarter without further impacting on realised prices appears unlikely.
Moreover, a more conservative staged development at Sierra Rutile is likely to limit output to 175,000tpa. The
main positive is the potential de-merger of the Mining Area C royalty but this is outweighed by the near-term
softness in demand, in the broker's view.
Rating is downgraded to Neutral from Outperform and the target is reduced to $9.30 from $10.00.
MACQUARIE GROUP LIMITED ((MQG)) Downgrade to Neutral from Outperform by Credit Suisse .B/H/S: 3/3/0
First half profit was $1.46bn. Earnings quality was enhanced by the normalisation of asset & equity investment
income and affected by a lower tax rate.
Following the first half result Credit Suisse downgrades to Neutral from Outperform. Target is steady at $135.
Results were broadly in line with expectations and the broker continues to believe this is a quality business,
although upside appears limited in the near term.
ORIGIN ENERGY LIMITED ((ORG)) Downgrade to Hold from Add by Morgans .B/H/S: 4/3/0
After reviewing Origin Energy's Sep Q report, Morgans has pulled its rating back to Hold from Add. APLNG
production was solid, aided by better prices, but Energy Markets was less impressive with electricity volumes
down -8% and gas down -7%.
The broker has reduced its forecast for the division to the bottom end of the guidance range.
Meanwhile, Beetaloo drilling results look positive, but the complexity of commercialisation will limit any near
term market reaction, the broker suspects. Target falls to $8.19 from $8.24.
PENDAL GROUP LIMITED ((PDL)) Downgrade to Sell from Neutral by UBS and Downgrade to Neutral from
Outperform by Macquarie.B/H/S: 3/3/1
FY19 results were largely in line with UBS estimates. Hence, the rally in the share price appears overdone,
particularly on the back of the outlook for higher FY20 costs.
The broker commends the medium-term focus on strategic growth but notes elevated costs come at a time
when JO Hambro's revenue growth prospects are more constrained.
Rating is downgraded to Sell from Neutral and the target is raised to $7.45 from $6.90.
Pendal Group's full-year result was broadly in line with consensus, leading to a sigh of relief from the market.
FY20 is expected to be impacted by lower JOHCM performance fees and a higher compensation ratio, offset by
lower tax.
The stock has made a comeback of late on signs of funds flow improvement, and at 16.7x is only -1% below its
five-year PE average.
Macquarie thus downgrades to Neutral from Outperform, while still preferring Pendal, along with Janus
Henderson ((JHG)), in the space. Earnings forecasts downgraded but target unchanged at $8.25.
See also PDL upgrade.
REA GROUP LIMITED ((REA)) Downgrade to Neutral from Outperform by Macquarie .B/H/S: 1/3/1
Ahead of REA Group's quarterly report tomorrow, and Domain Group's AGM next week, the broker has increased
its real estate ad volume decline expectations in the first half to -12% from a prior -7.5% given data
confirmation weak conditions have persisted into FY20.
The broker does see volumes ticking up down the track but for now downgrades REA to Neutral from
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Outperform. A lowering of the broker's risk free rate assumption increases the target to $109 from $107.
REGIS HEALTHCARE LIMITED ((REG)) Downgrade to Neutral from Buy by UBS .B/H/S: 0/3/1
The Royal Commission report was heavy on issues but light on solutions, UBS notes. The broker nevertheless
believes the government will move on long term structural reforms, suggesting headwinds will persist until at
least FY22.
Regis Healthcare annouced two small acquisitions but no financial details, although UBS has lifted earnings
forecasts. Target rises to $3.20 from $3.10 but after a solid recent run, the broker pulls back to Neutral.
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4
ORI ORICA LIMITED
5
FMG FORTESCUE METALS GROUP LTD
6
PDL PENDAL GROUP LIMITED
7
PPH PUSHPAY HOLDINGS LIMITED

New EF Previous EF Change Recs
-1.867
-2.850
34.49% 3
202.317
178.267
13.49% 7
11.948
10.589
12.83% 6
104.657
94.767
10.44% 7
198.430
186.330
6.49% 7
53.257
50.786
4.87% 7
7.731
7.442
3.88% 3
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8
9
10

WBC
ILU
JHX

WESTPAC BANKING CORPORATION
ILUKA RESOURCES LIMITED
JAMES HARDIE INDUSTRIES N.V.

204.200
72.645
117.749

197.386
70.533
114.384

3.45%
2.99%
2.94%

7
6
6

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
OGC OCEANAGOLD CORPORATION
2
CSR CSR LIMITED
3
FLT FLIGHT CENTRE LIMITED
4
BKL BLACKMORES LIMITED
5
MPL MEDIBANK PRIVATE LIMITED
6
RRL REGIS RESOURCES LIMITED
7
DHG DOMAIN HOLDINGS AUSTRALIA LIMITED
8
ORG ORIGIN ENERGY LIMITED
9
S32 SOUTH32 LIMITED
10
REA REA GROUP LIMITED

New EF Previous EF Change Recs
8.275
12.319
-32.83% 5
24.895
28.927
-13.94% 6
234.286
261.700
-10.48% 7
278.767
304.917
-8.58% 6
14.471
15.571
-7.06% 7
43.869
45.680
-3.96% 7
7.633
7.750
-1.51% 6
56.479
57.193
-1.25% 7
17.888
18.079
-1.06% 7
267.000
269.333
-0.87% 6

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: End-Of-Year Buying?
A sudden jump in buyer interest, and subsequently the uranium spot price, begs the question whether utilities
have already begun their traditional buying ahead of year-end.
-Spot uranium volumes and prices jump
-Year-end buying?
-President Trump's? Working Group report pending
By Greg Peel
The week before last brought the announcement of a 90-day extension to waivers of US sanctions on Iran for
companies working in Iran's civil nuclear industry. On that news, the uranium spot price jumped US45c.
But given sellers had become increasingly desperate as spot prices drifted lower over recent months, the price
was quickly slapped back -US35c.
Last week was nevertheless different. As buying interest from utilities continued to pick up, sellers saw the
opportunity to start backing off their offers. By week's end seven spot transactions had been completed
totalling 2.2mlbs U3O8 equivalent, industry consultant TradeTech reports.
The consultant's weekly spot price indicator has risen US50c to US$24.65/lb.
Activity also continues to increase in the term uranium markets, TradeTech reports. Several utilities entered
the market last week and continue to await or evaluate outstanding offers. A total of over 4mlbs U3O8
equivalent was committed by suppliers to various parties for mid and long term deliveries via off-market
discussions.
Getting in Early?
Does the pick-up in activity suggest recent market stagnation has given way to traditional year-end buying,
which sees utilities shoring up inventories ahead of the northern winter?
It's too early to tell, TradeTech believes. The aforementioned waivers may have been extended but the market
awaits the recommendations of President Trump's Working Group, due on November 14.
Those recommendations will potentially impact on the uranium supply-side of the market and/or the
demand-side of the market to the detriment, or benefit, of either/or. However, given the only result of
mandated sourcing of US material, or tariffs, or some other "national security" action can be one of robbing
Peter to pay Paul (neither miners nor power generators can remain commercial at current prices), then there
is no obvious recommendation the Working Group might make.
There also remains the possibility that having been extended once, the deadline for those recommendations to
be delivered could be extended further. The prior extension was given when US-China trades talks hotted up
again, presumably distracting the White House, albeit it was the Working Group and not the president who
required the extension.
Clearly trade talks are again reaching a crescendo, so maybe November 14 will not be timely for other issues
to be considered.
As always, it's a waiting game.
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The Short Report - 14 Nov 2019
See Guide further below (for readers with full access).
By Greg Peel
Week ending November 7, 2019
The last two weeks of October and the first two weeks of November have all seen the ASX200 follow the same
pattern: rally early in the week and then give it back by week’s end. The end result has been a net rally of just
over 30 points within a range of 130 points.
The most surprising element of last week’s short position movements is what hasn’t moved rather than what
has.
Late in October, protesters moved in to block access to the Chilean salt pans that currently provide the bulk of
world lithium production. In the ensuing period, ahead of some profit-taking, locally-listed lithium miner
Galaxy Resources ((GXY)) rallied 33%, Orocobre ((ORE)) rallied 21%, and Pilbara Minerals ((PLS)) rallied 36%.
It would be a no-brainer to say “short-covering”. Except that short positions in those stocks had by last week
barely changed: Galaxy 16.4%; Orocobre 13.9%, Pilbara 7.2%. This would suggest (unless short-covereres have
so far been too embarrassed to inform ASIC) that those rallies are all about fresh buying, and nothing to do
with short-covering. The shorts are holding fast.
In terms of short position movements of one percentage or more, last week saw the sharks continue to circle
kitchen & bathroom supplier GWA Group ((GWA)), up to 14.8% from 13.8% the week before, satellite company
Speedcast International ((SDA)), up to 12.4% from 11.1%, and fruit & veg grower Costa Group ((CGC)), up to
11.7% from 10.0%.
In Costa’s case, an announced capital raising opens the opportunity for an arbitrage – short the stock ahead of
participating in the discounted issue.
And just when we thought we had the Kirkland Lake Gold ((KLA)) story covered (US hedge fund selling), that
stock is back at 12.7% shorted having dropped down to 7.0%. A glance at a one-month chart reveals a
ridiculously choppy trading pattern, so it looks like every time the share price sticks its head up, hedgies slap it
back down again.
The company has announced the reopening of the mill at its Cosmo mine in the NT, after exploration at what
was a diminishing underground mine has justified a restart, which should please 100 laid-off workers. But that
news was yesterday.
No Movers & Shakers this week.
Weekly short positions as a percentage of market cap:
10%+
SYR 17.4
GXY 16.4
GWA 14.8
ORE 13.9
ING
13.8
NXT 13.0
BOQ 12.8
KLA 12.7
SDA 12.4
CGC 11.7
JBH
11.6
WEB 10.6
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WEB
DMP
BKL
HUB

10.6
10.4
10.3
10.1

In: KLA

Out: BIN, BGA, NEA

9.0-9.9
BIN, BGA, NEA, IVC
In: BIN, BGA, NEA
8.0-8.9%
MTS, PPT, BAL, MIN, SUL
In: MIN, SUL

Out: RWC, NUF, SAR

7.0-7.9%
SAR, CGF, HVN, CLH, BWX, NUF, RWC, NCZ, IFL, DCN, SLR, PLS, MYR, OML, A2M
In: SAR, NUF, RWC

Out: KLA, MIN, SUL

6.0-6.9%
RSG, SGM, CUV
In: CUV

Out: AMP

5.0-5.9%
AMP, CLQ, COE, NEC, LNG, PGH, NWL, CMW, RFF, CTD, CSR
In: AMP

Out: CUV, FMG

Movers & Shakers
See above.
Summary:
ASX20 Short Positions (%)
Code Last Week Week Before Code Last Week Week Before
AMC

0.7

0.6

RIO

4.3

4.4

ANZ

0.6

0.7

S32

1.5

1.4

BHP

3.3

3.4

SCG

0.3

0.3

BXB

0.2

0.2

SUN

0.4

0.5

CBA

0.7

0.7

TCL

0.4

0.5

CSL

0.1

0.1

TLS

0.2

0.2

GMG

0.2

0.1

WBC

0.8

0.8

IAG

0.5

0.6

WES

0.6

0.6

MQG

0.3

0.3

WOW

0.8

0.9

NAB

0.5

0.7

WPL

1.0

1.0

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
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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.
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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The Wrap: House Prices, Platforms & Waste
Weekly Broker Wrap: cash rate; economic outlook; house prices; car sales; platforms; retail online; waste
management; and drought.
-Little evidence to date that RBA rate cuts or tax rebates have worked
-Household goods retailers running ahead of housing upturn
-Weak car sales may reflect foreign-driven nature of housing recovery
-Reduction in cash administration fees main risk to platforms
-Coles, Woolworths expanding share of online grocery
-Cleanaway Waste in the box seat pending a Victorian CDS
By Eva Brocklehurst
Cash Rate Outlook
National Australia Bank economists have pushed out the expected timing of the next reduction to the cash
rate by the Reserve Bank of Australia to February 2020 [ahead of yesterday's jobs data]. A further -25 basis
points reduction would take the cash rate to a new low of 0.5%. At this level, the RBA has previously indicated
it would consider unconventional policy if required.
The economists assert that the RBA should probably provide a further rate cut next month, given private sector
growth is weak and there is little evidence to date that the prior cuts to the cash rate or the tax rebates have
done enough.
However, the central bank appears to be paused at the moment. An improvement in growth is envisaged over
time but not enough to prevent the unemployment rate rising. Moreover, the government does not appear
inclined to provide material fiscal stimulus and this increases the need to ease further. The economists note
the RBA governor is speaking on unconventional monetary policy on November 26.
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Economic Outlook
UBS is pessimistic, expecting global growth will get worse before it gets better. This mainly reflects
assumptions that any trade deal between the US and China will be limited. The broker envisages global GDP
edging down to 3.0% in 2020, the weakest since the GFC, before rebounding towards trend of 3.6% in 2021.
Importantly, the automotive cycle accounts for around half of global industrial production weakness and the
technology cycle around 30-40% of nominal trade weakness. Hence, amid political uncertainty, UBS does not
expect a comprehensive trade deal on its own will turn the situation around.
Moreover, global employment growth has slowed towards the "stall speed" where unemployment starts to rise.
For Australia, the broker remains below consensus on GDP and envisages only a modest recovery from a
post-GFC low of 1.7% in 2019 to 2.1% in 2020.
UBS expects lower bond yields, with US 10-year yields falling back to a trough of 1.0% in mid 2020 and the US
Federal Reserve reducing official rates three more times to under 1%. Australian yields are also expected to
fall to a trough of 0.5% mid 2020, amid more cash rate cuts and the market pricing in increased risk of
quantitative easing.
House Prices
House prices appear to be turning up and UBS now expects a tailwind to household goods sales over FY20 as a
more positive outlook on house prices and tax rebates and rate cuts offsets softer activity. It appears,
nonetheless, that housing-related retailer share prices have pre-empted the move higher and outperformed
the ASX200 industrials ex financials by around 33% in the past 12 months.
This comes despite little evidence of any improvement in trading. As a result, this puts pressure on retailers
such as Harvey Norman ((HVN)) and JB Hi-Fi ((JBH)). The broker remains wary that expectations are running
too far ahead.
UBS concludes that Super Retail ((SUL)), Myer ((MYR)) and Flight Centre ((FLT)) offer the most upside with
relative multiples at a significant discount vs history.
Credit Suisse calculates, in three-month annualised terms, Sydney house prices have risen by 22% and are now
5.5% above 2019 lows. Moreover, domestic demand and supply factors cannot explain the magnitude of house
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price increases. Turnover levels have risen but not dramatically. Investor interest has also been waning.
The broker believes Chinese and Hong Kong buying explains a lot of the conundrum. Juwai reports Chinese
enquiries regarding Sydney property are up almost 90% and Hong Kong buyer enquiries up 50% since the protests
started. This explains and predicts Sydney house price movements where there is a lack of local factors.
Car Sales
Car sales have been very weak, Credit Suisse observes, underscoring pessimism about the outlook for domestic
demand. Car sales fell by -9.1% over the year to October, continuing a trend decline that started in late 2017.
The broker suggests the weaker car sales relate to an uneven housing recovery.
Historically, vehicle sales have been highly correlated with house prices but recently to have diverged. The
broker believes this reflects the foreign-driven nature of the housing recovery and a lack of participation
among locals.
Locals are using existing vehicle assets for longer, and weakness in the construction cycle is also weighing on
commercial vehicle demand.
Platforms
Credit Suisse assesses the biggest near-term earnings risk for both HUB24 ((HUB)) and Netwealth ((NWL)) is a
reduction in cash administration fees. The risk will not materialise, however, unless the RBA cuts the cash rate
further. There is minimal impact for AMP ((AMP)) and IOOF ((IFL)). AMP does not charge additional fees on
cash balances while there is some risk for IOOF if the RBA cash rate moves to zero.
Recently some North American banks/brokers moved to zero commission rates for trading stocks on online
trading platforms. This may take some time before it is replicated in Australia, if at all, but the removal of
these fees could represent a -10-30% risk to net profit for HUB24 and Netwealth, in the broker's view.
The low interest rate environment has also led Macquarie to further assess cash accounts on platforms.
Focusing on the proportion of cash as a percentage of funds under administration, the broker sees downside
risk potential for cash balances. Risk emanates from advisers positioning the excess cash of clients in higher
yielding substitute products and away from the default cash account.
Given the high relative percentage of cash and superannuation funds, there are risks to the cash margins
generated by the platform operators, particularly when the net fee outcome is negative for members. The
broker reaffirms an Underperform rating for both HUB 24 and Netwealth.
Retail Online
Australian grocery retailing is developing online and Coles ((COL)) and Woolworths ((WOW)) enjoy a higher
share of the online business vs overall share of the grocery market. JP Morgan suggests online growth is likely
to be dilutive to earnings (EBIT) margins while the store network and store size are optimised.
Online sales consists of around 2-3% of grocery retailing in Australia, forecast to be 3.7% by 2023. The broker
suspects this estimate may be conservative as growth rates are high and online is likely to augment the
existing strategic positioning of Australian retailers.
The partnerships chosen by the pair reflect respective online capabilities. Ocado, chosen by Coles, provides a
total solution with lower picking costs but larger capital expenditure in centralised locations. Significant
improvement in the offer from this source is unlikely to occur until FY23, JPMorgan contends.
Woolworths is adopting a more varied approach and ceded less control, with Takeoff allowing it to be closer to
the customer albeit with higher picking costs.
Waste Management
Australian environment ministers have agreed that an export ban on waste such as plastic, paper, glass and
tyres that have not been processed into value-added material should be phased in over the next two years.
State governments have also agreed to a plan which sets out a National Waste Policy and targets.
JP Morgan believes, over the longer term, this development will be positive for waste management operators
with scale that can deploy capital across a larger, more harmonised market.
Banning the export of certain materials for recycling will affect a number of business models but also lead to
increased recognition of the real cost of recycling, likely forcing higher costs back onto the consumer.
The broker considers it likely that the Victorian government will implement a container deposit scheme. This
would reduce the volume of recycled material. As Cleanaway Waste ((CWY)) operates the NSW container
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deposit scheme and now owns the SKM assets, JP Morgan suspects it will be in a good position to get involved
in the Victorian market.
Drought
JP Morgan notes agricultural conditions in Australia remain challenging with national annual rainfall in the year
to date the lowest in a century. Hence, price pressures are emerging in most agricultural-exposed sectors,
although broader inflation pressures remain benign.
Farm output and income have turned down sharply and further declines are expected in the next 12 months.
While fiscal support may help, the broker suggests it will not be enough to offset the anticipated drag on GDP.
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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Next Science Enables Eradication Of Biofilm
Next Science has an answer to the continuing rise of resistant microbes that plague the health sector and
several brokers expect interest in the stock will increase sharply in 2020.
-Some delays but addressable market likely to expand significantly
-Short-term distraction at 3M may provide entry point for the stock
-High gross margins and minimal labour requirements
By Eva Brocklehurst
The continuing rise of resistant microbes has meant healthcare providers are alert to correctly diagnosing and
managing infections and Next Science ((NXS)) has provided an answer.
The company has developed a non-toxic technology to eradicate both biofilm and planktonic bacteria and this
is now being commercialised. Multiple applications exist across medical devices, over-the-counter drugs and
prescription pharmaceuticals. Four US FDA approvals have been obtained along with significant commercial
agreements with multinational firms such as Zimmer Biomet and 3M.
These partnerships involve leveraging off the sales force of established businesses rather than Next Science
building its own. Canaccord Genuity believes this approach is likely to have a faster positive impact on the
revenue line.
The company uses a proprietary technology to physically break down the protective structures, exposing and
eradicating bacteria through cell lysis (and osmotic process which compromises the cell integrity). Destroying
the biofilm barrier can reduce the rate of recurrence. There is no competitive product and the company
expects to take material market share from incumbents with existing products.

The addressable market is expected to expand over time but currently includes surgical infections, wound care
and dermatology. Next Science recently listed on ASX and Canaccord Genuity initiates coverage with a Buy
rating and $3.04 target.
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Wilsons suggests there may be a few slow quarters to work through, given disappointing revenue that has been
attributable to regulatory delays and partner distraction (3M acquisition of KCI Acelity) over the short-term.
Next Science has taken positive steps to build out its distribution capability, and the increased levels of
awareness by surgeons along with experience in the product platform is likely to be most meaningful value
addition for the stock, the broker's view.
There is a performance rights revenue target of $20m which has proved to be ambitious as there have been
delays in product approvals. Still, this has no bearing on the long-term thesis around the commercial potential,
Wilsons asserts. The broker has an Overweight rating and $3.46 target and suspects the near-term distraction
at 3M may provide a good entry point to the stock.
Sales in 2019 are only likely to achieve minimum contracted levels which Canaccord Genuity estimates to be
US$4.8m. However, use in a key product Blast X, a wound care item owned by KCI Acelity, is expected to
substantially drive sales in 2020.
The broker expects revenue will more than double in 2020, both from existing products and following the
approval/launch of four new items. Canaccord Genuity expects compound growth of 115% over the next three
years.
Gross margins are high because ingredients are in abundant supply and the company is making a device where
the ingredients are not require to be Active Pharmaceutical Ingredient grade. The batch processing also
requires minimal labour. Nevertheless, the broker expects an escalation in external R&D costs as investment is
undertaken to take advantage of opportunities.
The company has six products already in the market and an ambitious program ahead. Several more product
approvals should come through by mid 2020 and 2020 is expected to demonstrate the long-term potential of
the company.
Biofilm Significance
Representing around 90% of all bacteria, biofilms have sophisticated defence mechanisms and are difficult to
eradicate. Biofilm consists of populations of bacteria living under a protective matrix which adhere to living
tissue and both natural and artificial surfaces. Bacteria exist in two forms, free-floating (planktonic) and
anchored (biofilms, spores, fungus).
While planktonic bacteria are well understood and relatively easy to eradicate, biofilms pose a challenge.
Biofilm can consist of several bacterial or fungal species and chronic wounds represent one of the more
extreme examples of how biofilms negatively affect human health.
Next Science has been granted 20 patents with another 50 applications pending. The patents provide broad
protection for the solution parameters of the company's formulation.
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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EclipX Progresses Along Road To Recovery
A tighter focus on core leasing business has allowed EclipX Group to improve its balance sheet position while
harnessing technology that is opening up untapped market opportunities.
-Gross net debt expected to reduced to $175m by FY21
-Progress being made on disposal of Right2Drive and CarLoans
-Potential for sector consolidation
By Eva Brocklehurst
The road ahead has become smoother for EclipX Group ((ECX)) after a turbulent year of downgrades, asset
disposals and impairments. Brokers perceive earnings risk for the core business is to the upside now.
This stems mainly from novated leasing and the fleet processing technology that is opening up untapped
market opportunities. The company's focus is on de-leveraging, and gross net debt is expected to reduce to
$175m by FY21 through additional asset sales.
Credit Suisse notes some early wins have already been realised through the sale of non-core assets, such as
Grays and AreYouSelling, and pressure has been alleviated from the balance sheet. While the share price has
benefited accordingly, the broker suspects further gains will be more gradual.

Nevertheless, there remains room for upside from growth in underlying earnings, mainly through cost
reductions and a further reduction in net debt. There is also the potential disposal of Right2Drive. The
restructure of Right2Drive is progressing, with branch numbers reduced to 24 and a focus on collections that
has meant the debtor book will decline to $78m.
Macquarie finds the investment case attractive and believes the potential for sector consolidation could
accelerate the realisation of value in the stock. The broker notes Right2Drive and CarLoans are held at $38m
net sale value, with operating performance expected to break even in FY20. The exit of the CarLoans business
appears to be more progressed than Right2Drive.
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FY19 results were messy with multiple one-off items. Still, core assets under management or financed grew
4%, supported by an acceleration in novated lease writing. In FY19 cash net profit of $46.5m compared with
$57.6m in FY18, albeit with stable net operating income and temporarily inflated costs.
During the second half new business written for novated leases grew 20% sequentially and, Macquarie
highlights, this is against a backdrop of declining new private car sales.
Fleet and novated businesses were in line with UBS estimates helped by a reduced contribution from the
non-core and divested operations. The broker considers dividends likely from the second half of FY21 and
continues to forecast core net profit in FY20 of $48m.
Fleet Opportunities
UBS assesses the outlook commentary around the fleet business is incrementally positive, noting a 97%
retention rate and new order pipeline at three-year highs.
The technology opportunities include small-medium enterprises which remain largely under-penetrated by
peers in the domestic market. The ability to warehouse novated leases is also a tailwind, in the broker's view,
in light of tightening credit conditions from the banks funding the company's peers. UBS also emphasises the
potential for synergies under a consolidation scenario.
FNArena's database has four Buy ratings and one Hold (Morgan Stanley, yet to comment on the results). The
consensus target is $1.86, suggesting 8.7% upside to the last share price. Targets range from $1.35 (Morgan
Stanley) to $2.20 (UBS). The dividend yield on FY20 and FY21 forecasts is 3.3% and 5.0% respectively.
See also, Waxing Interest In EclipX on October 8, 2019.
Disclaimer: the writer has shares in the stock.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
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Positive Momentum Continues For CSL
Dear time-poor reader: why CSL continues enjoying upward momentum plus further updates on broker
Conviction Calls
In this week's Weekly Insights (published in two parts):
-Positive Momentum Continues For CSL
-Conviction Calls
-Focus On Index Changes
-Focus On Index Changes (2)
-Tickets to Conference on Agricultural and Veterinary Biotechnology [STILL AVAILABLE]
-Rudi Talks
-Rudi On Tour
[The non-highlighted items will appear in Part Two on Friday]
Positive Momentum Continues For CSL
By Rudi Filapek-Vandyck, Editor FNArena
Margin pressure is emerging for collectors and fractionators of human plasma, and this means more good news
for CSL ((CSL)), the best and lowest cost operator in the sector.
To understand the industry dynamics it is important to know that operational margins and returns are derived
from so-called "last litre" economics. In practice, plasma fractionators end up with two proteins;
immunoglobulin (IG) and albumin. Demand for the first continues to grow at 9%-10% per annum while for the
latter growth is less than half that.
This is a problem as if a fractionator is left with unsold albumin, even with high demand for IG, the operating
margin suffers (and potentially quite significantly too). The current environment is one wherein cost pressures
are to the upside, so the combined effect of these two dynamics can be quite profound, if no action is taken
by the industry.
UBS analysts on Monday alerted local investors to this. They also made the forecast the most likely decision by
the industry is to increase the price for IG and accept that albumin's price will likely become even cheaper as
just about everybody tries to collect more plasma to satisfy the high demand for IG. This too implies further
upward pressure on costs.
The market for albumin might face the prospect of oversupply, unless China proves its saviour. UBS notes not
every player in the industry has equal access to the Chinese market, which means oversupply might materialise
in certain regional markets.
Combining these opposing dynamics, and their intertwined impact for the industry, UBS analysts believe the
price of IG needs to rise by circa 7% to preserve current margins for major industry participants.
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The upshot for CSL is that not only do the company's collection centres operate more efficiently than the
competition, the company is also adding additional collection which should translate into enlarged benefits. In
simple terms: CSL Behring's margin should expand while competitors are trying to preserve theirs. On top of
this come increased revenues and more market share.
This is unlikely a short-term phenomenon and the compounding effect on projected profits and cash flows for
CSL means UBS's valuation for the company has jumped to $295 (from $265) on what appear relatively benign
upgrades to margin and volume forecasts. Apart from the projected impact that has now been incorporated
into the broker's freshly updated modeling, this also implies there remains potential for further upside surprise.
UBS implicitly acknowledges this by explaining it has also modeled an outcome with more and additional
upside surprises materialising. This scenario takes the CSL valuation to $319 per share.
Now, there is nothing wrong about getting excited by further upside potential for the quality operator that is
CSL, but group profits and margins equally depend on other divisions to perform in the year(s) ahead and not
everything tends to always go CSL's way. Some of its sales in the Specialty Products division are under pressure,
and are likely to face more pressure.
This, by the way, is nothing unusual. Products come and go, peak in popularity and ultimately might be
replaced, either by a new product developed in-house or by the next innovation developed by a competitor.
Such has been the dynamic since the company listed on the ASX 25 years ago. This easily explains why 10% of
annual sales is reinvested into the business every year.
For the short to medium term, at least, it appears the favourable context for the collection of human plasma
is very much favouring more upside for CSL, even with the potential for some sales and margin erosion
elsewhere in the group. This is also why UBS is not banking on the ultimate bullish scenario whereby everything
plays out positively.
On Monday, CSL shares surged to a new all-time high of $270.56 on the back of the UBS research release. CSL's
performance since 1st January has been roughly double the broader market's gain.
Investors should be aware that a sudden violent switch in market momentum between "Growth & Quality" and
"Value & Laggards" -a la late 2016- can always put the stock temporarily out of favour with investors. Equally, a
sudden bear market for the US dollar would represent a formidable headwind.
As far as operational dynamics are concerned, however, it doesn't look like the CSL success story is nearing its
end anytime soon.
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Conviction Calls
The guardians of Wilsons list of Conviction Calls made a few changes since September. GUD Holdings ((GUD))
is no longer on the list as the share price has rallied steeply since bottoming in August. In its place the list now
includes Class ((CL1)) and ARB Corp ((ARB)).
Class has been added given Wilsons has turned more optimistic on forecast sales. ARB Corp's valuation had
fallen far enough to be considered "compelling".
Other stocks included in the selection of Conviction Calls are EML Payments ((EML)), ReadyTech ((RDY)),
Whispir ((WSP)), Ridley Corp ((RIC)), ImpediMed ((IPD)), National Veterinary Care ((NVL)), Countplus ((CUP)),
EQT Holdings ((EQT)), Pinnacle Investments ((PNI)), Noni B ((NBL)), Perenti Global ((PRN)), Mastermyne
((MYE)), and Whitehaven Coal ((WHC)).
It has to be noted, Wilsons' list of conviction calls has absolutely smashed it over the past six months with a
total combined return of 11.56% versus a Small Ordinaries Accumulation Index that could not muster a positive
performance (-1.84%) over the half year ending on 31 October 2019.
****
Better not to mix up the two, but Wilsons also runs an Australian Equity Focus List. This list saw the removal
of Medibank Private ((MPL)) following the health insurer's profit warning last week. Wilsons believes the
sudden spike in claims inflation exposes the premium valuation multiple the stock has been enjoying.
National Australia Bank ((NAB)) was kept on the Focus List as Wilsons saw the strongest sector result of the
three major banks reporting recently. The absence of a capital raising a la Westpac is seen as an opportunity
for the NAB share price to reduce the valuation gap with its peers.
News Corp ((NWS)) equally did not lose its inclusion. Wilsons sees News Corp as a "corporate simplification
strategy", which means further disappointment in short term earnings matters less.
****
Amidst all the market talk about "Value" coming back in favour, it remains remarkable -to put it mildlyportfolio strategists at Macquarie continue to preach caution. Macquarie very much favours a defensive bias
with its Model Portfolio comprising some 40% of bond proxies and defensives.
Over at UBS, there is a lot of sympathy for the Macquarie view. UBS's Model Portfolio, however, has large
overweights in CSL ((CSL)), REA Group ((REA)) and Altium ((ALU)); the strategists' three most preferred
exposures for the twelve months ahead.
UBS does not like InvoCare ((IVC)), Sims Metal Management ((SGM)) or IOOF Holdings ((IFL)) and the Portfolio
has made the tactical decision to move underweight AREITs for the month of November. At the same time, the
portfolio reduced its underweight in Metals and Mining ex Gold.
UBS still doesn't like the banks and had increased the sector's underweight exposure.
****
Over at Morningstar, market analysts have updated their Best Ideas (read: stocks with most conviction) by
adding G8 Education ((GEM)), Southern Cross Media ((SXL)), and Viva Energy ((VEA)). Domino's Pizza ((DMP))
and Nufarm ((NUF)) have been removed.
Morningstar's list of Best Ideas now contains ten stocks with the remaining seven being Ardent Leisure Group
((ALG)), Computershare ((CPU)), Iluka Resources ((ILU)), Link Administration ((LNK)), Pact Group ((PGH)),
Telstra ((TLS)), and Woodside Petroleum ((WPL)).
Tickets to Conference on Agricultural and Veterinary Biotechnology
Pitt Street Research, whose work can also be found on the FNArena website:
https://www.fnarena.com/index.php/pitt-street-research/, is organising its inaugural Life Sciences
Conference with the focus on Agricultural and Veterinary Biotechnology.
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The Conference takes place in Sydney's CBD on November 28th and runs from 8.45am till 1pm on the day.
ASX-listed companies presenting include PainCheck, Anatara Lifesciences, Abundant Produce, PharmAust ltd,
CannPal, EM Vision and Osteopore.
FNArena has ten tickets available for investors who'd like to attend this event at no cost; paying subscribers
receive this opportunity first. If interested, send an email to info@fnarena.com
Rudi Talks
Last week's audio interview about portfolio rotation and what it means for the Aussie share market:
https://www.youtube.com/watch?v=bZ8AybO5aDE
We created a YouTube channel for such interviews, which was recently upgraded (technically speaking):
https://www.youtube.com/watch?v=bZ8AybO5aDE&list=PLVMOgaPqrk1s55RujzgMerIzdOX2RrXl9
Rudi On Tour In 2020:
-ASA Hunter Region, near Newcastle, May 25
(This story was written on Monday 11th November 2019. 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. Part Two shall follow on Friday
morning).
(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
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):
http://www.fnarena.com/index2.cfm?type=dsp_signup
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RUDI'S VIEWS

Rudi's View: Newcrest, AP Eagers & Speedcast
Dear time-poor reader: Preview to S&P December index re-weighting and long term trends reflected in index
changes
In this week's Weekly Insights (this is Part Two):
-Positive Momentum Continues For CSL
-Conviction Calls
-Focus On Index Changes
-Focus On Index Changes (2)
-Tickets to Conference on Agricultural and Veterinary Biotechnology
-Rudi Talks
-Rudi On Tour
[The non-highlighted items appeared on Thursday in Part One]
Focus On Index Changes
By Rudi Filapek-Vandyck, Editor FNArena
Index inclusions and exclusions can have a noticeable impact on share prices, in particular for smaller caps that
either land on or fall off funds manager radars. Decision-makers at Regal Funds Management in particular have
made it no secret they sometimes buy and sell around such index updates.
Standard & Poor's is scheduled to announce the next set of adjustments on 13th December, which is yet a
while off, but this hasn't stopped some analysts already looking forward to what may eventuate.
At Wilsons, analysts believe Newcrest Mining ((NCM)) seems poised to replace South32 ((S32)) in the ASX20.
They think it is also possible that AMP ((AMP)) loses its spot in the ASX50 to a2 Milk ((A2M)) while TPG Telecom
((TPM)) might be replaced by Saracen Mineral Holdings ((SAR)) in the ASX100.
Such changes would likely remain without direct consequences for the stocks involved.
Of more importance might be the predicted ASX200 inclusions for AP Eagers ((APE)), Avita Medical ((AVH)),
Centuria Metropolitan REIT ((CMA)) and Perseus Mining ((PRU)) while Megaport ((MP1)), EML Payments ((EML))
and Ingenia Communities Group ((INA)) are also considered a possibility.
With the pending disappearance of Aveo Group ((AOG)) and Bellamy's ((BAL)) due to corporate action, both AP
Eagers and Avita Medical are expected to be included sooner. As has now happened with the inclusion of the
latter as of yesterday.
Stocks predicted to lose their inclusion in the index are Speedcast International ((SDA)) and Galaxy Resources
((GXY)), and potentially also Pinnacle Investment ((PNI)), Orocobre ((ORE)), and Estia Health ((EHE)).
Wilsons believes there will be a large number of changes when the next update for the ASX300 is announced in
March next year, but we'll cross that bridge when we move closer to the date.
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****
Analysts at Morgan Stanley report since March 2007, fresh index inclusions have outperformed the broader
market by 7.2% over the period covering 20 days prior to the S&P announcement up to actual implementation.
Morgan Stanley agrees with the idea that Newcrest Mining might replace South32 in the ASX20, but also offers
the option of Aristocrat Leisure ((ALL)) replacing Amcor ((AMC)).
As far as the ASX50 goes, a2 Milk should replace AMP, but Morgan Stanley also suggests Tabcorp Holdings
((TAH)) might replace Caltex Australia ((CTX)).
The ASX100 might see Saracen Mineral replace TPG Telecom, but also Harvey Norman ((HVN)) making a
come-back to the detriment of Whitehaven Coal ((WHC)). Investors should note, with exception of the
Newcrest-South32 swap, Morgan Stanley doesn't put too high a probability on each of these scenarios.
A higher chance is put on three potential changes to the ASX200 with Avita Medical, Centuria Metropolitan REIT
and Ingenia Communities Group seen as likely replacements for Speedcast International, Galaxy Resources and
Estia Health. On a lower probability, Morgan Stanley thinks Megaport and Perseus Mining might also be included
upon removal of Orocobre and Pinnacle Investment.
Focus On Index Changes (2)
This might have escaped most investors' attention, but CSL ((CSL)) is now the second largest index weight for
the ASX200. Considering how concentrated Australia's leading share market index is around large cap financials
and iron ore producers, this truly marks one grand achievement.
CommBank is still Australia's number one, of course, and when it comes to total market cap one should include
BHP Group's UK listed shares, but in terms of local index weighting Australia's most successful biotech and flu
vaccine manufacturer has now separated itself from BHP and the three other major banks, to settle solidly in
index position number two.
While the distance between positions number one and two remains more than 1% in index weight (6% versus
7%-plus) it doesn't seem too far fetched anymore to anticipate the day that CSL might become Australia's
largest cap index weight.
After all, CBA shares are trading around similar levels as in early 2017 and still well down from their peak in
May 2015 while for BHP shares, long forgotten are the dark days of early 2016, but today's share price has not
moved one inch from April 2011.
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Similar observations can be made for Westpac, National Australia Bank, ANZ Bank, Woolworths (mid-2014),
Telstra (today similar to May 2012 and well down from February 2015), and Woodside Petroleum.
The top end of the Australian share market -traditionally referred to as the Blue Chips- has effectively stood
still while outperformers such as CSL, Macquarie Group ((MQG)), Transurban ((TCL)), Goodman Group ((GMG)),
Aristocrat Leisure ((ALL)), and others are steadily working their way up on the rankings.
REA Group ((REA)) is now the 28th largest index constituent, larger than AGL Energy, Stockland, GPT, Lendlease
and Qantas. Aristocrat Leisure has climbed to position number 17, not far behind Goodman Group (15).
Macquarie, on position number 7, only has the Major Four, BHP plus CSL in front of it.
The reason why these index changes should be on investor radars is because they very much reflect the
multitude in changes that are taking place in Australia and around the world.
I have lived long enough in Australia to remember when News Corp was the largest index constituent. Today,
News Corp shares represent but a paltry 0.05%. Admittedly, there was the spin-off of Twentieth Century Fox,
but that doesn't alter the big picture trend.
The true sad story remains, of course, that on the day CSL crowns itself as the number one index weight in
Australia, large swathes of the investment community will have never owned one single share in the company,
instead referring to the old tune they have been playing for most of the past 25 years: Cannot own it. It's too
expensive .
****
When it comes to index changes on the back of broader macro trends (and other impacts such as GFC and
M&A), Shaw and Partners Chief Investment Officer Martin Crabb published some interesting tidbits recently.
Consider, for example, that since 2000 only 43 stocks have remained inside the ASX100.
Now consider also that from the original 100 constituents 27 companies are still listed on the ASX, just no
longer inside the Top100. This means no fewer than 30 companies (43+27=70) have vanished over the past 19
years. And that's just from the ASX100. I am sure we all still remember iconic names such as Foster's, Fairfax
Media, Lion Nathan, and Lihir Gold.
When it comes to the 57 index seats that have rotated since 2000, Crabb has worked out no less than 80 stocks
have come and gone to fill the vacant spots. Some are spin-offs, others simply got demoted as time and trend
worked against them. Here we find more inspiration to reminiscence with names like David Jones, DuluxGroup,
Goodman Fielder, Pacific Brands, Toll Holdings, Corporate Express, UGL and Sirtex Medical.
Among the "remainers" from the original crop of 2000, Telstra has been by far the biggest loser in terms of
diminishing index importance, but large reductions in relevance have equally befallen AMP, National Australia
Bank, Alumina ltd, and Lendlease. The most prominent gainer, no surprise here, has been CSL, followed by
Wesfarmers, Transurban and Macquarie Group.
What might surprise many, is that CommBank, Westpac, Woolworths, Newcrest Mining and ANZ Bank are
equally among the big winners over the period.
What Crabb's historical flash back fails to capture, of course, is that for the major banks the trend has already
started bending in the opposite direction.
Interesting is also that Woodside Petroleum has hardly benefited from substantially higher oil and gas prices
with Crabb's research pointing to a near stand-still in terms of index importance while the price of a barrel of
crude oil has gone from US$19/bbl to US$147/bbl and back to US$60/bbl. The index importance for BHP is
equally near unchanged over the past 19 years.
The original 43 stocks that still form part of the ASX100 have increased their index importance to 72.73% from
59.91% in 2000. The gainers in this group (CSL, WES, TCL, etc) increased their weighting by 26.17% while the
losers (TLS, AMP, NAB, etc) lost -13.35%.
Stocks that lost their inclusion detracted -11.60% while the newcomers added 27.70%. The index impact of
those who entered and left has been another 25.35%.
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As an avid observer of the Australian share market myself, I'd wager significantly more changes have
materialised in recent years, and many more are poised for the decade ahead. Of that, I am pretty certain.
Tickets to Conference on Agricultural and Veterinary Biotechnology
Pitt Street Research, whose work can also be found on the FNArena website:
https://www.fnarena.com/index.php/pitt-street-research/, is organising its inaugural Life Sciences
Conference with the focus on Agricultural and Veterinary Biotechnology.
The Conference takes place in Sydney's CBD on November 28th and runs from 8.45am till 1pm on the day.
ASX-listed companies presenting include PainCheck, Anatara Lifesciences, Abundant Produce, PharmAust ltd,
CannPal, EM Vision and Osteopore.
FNArena has ten tickets available for investors who'd like to attend this event at no cost; paying subscribers
receive this opportunity first. If interested, send an email to info@fnarena.com
Rudi Talks
Last week's audio interview about portfolio rotation and what it means for the Aussie share market:
https://www.youtube.com/watch?v=bZ8AybO5aDE
We created a YouTube channel for such interviews, which was recently upgraded (technically speaking):
https://www.youtube.com/watch?v=bZ8AybO5aDE&list=PLVMOgaPqrk1s55RujzgMerIzdOX2RrXl9
Rudi On Tour In 2020:
-ASA Hunter Region, near Newcastle, May 25
(This story was written on Monday 11th November 2019. 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. Part Two was completed on Thursday
and published on Friday morning).
(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
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):
http://www.fnarena.com/index2.cfm?type=dsp_signup
P.S. I - All paying members at FNArena are being reminded they can set an email alert for my Rudi's View
stories. Go to My Alerts (top bar of the website) and tick the box in front of 'Rudi's View'. You will receive an
email alert every time a new Rudi's View story has been published on the website.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
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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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TERMS AND CONDITIONS OF USE, AND DISCLAIMERS
These Terms and Conditions of Use, and Disclaimers constitutes your agreement with News Network with respect to your use of its FN
Arena website, its weekday news periodical, Australian Broker Call, as well as it’s monthly periodical Australian Super Stock Report,
as well as any other publications (including articles) News Network 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 the Australian Super Stock Report, 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 “News Network” means reference to News Network Ltd, its journalists, directors, other employees,
affiliates, agents, associates and subsidiaries.
2. News Network Ltd is the owner of the FN Arena website and brand name.
3. Reference to “we” or “us” is reference to News Network.
4. Reference to “this website” or the “FN Arena website” means reference to www.fnarena.com, and includes reference to News
Network’s weekday news periodical, Australian Broker Call, as well as its monthly periodical Australian Super Stock Report, as well as
any other publications (including articles) News Network may publish on this website, or anywhere else, from time to time.
5. Reference to “news periodicals” means reference to News Network’s weekday periodical, Australian Broker Call, as well as it’s
monthly periodical Australian Super Stock Report, as well as any other periodicals News Network 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 News Network’s weekday periodical, Australian Broker Call, as well as it’s monthly
periodical Australian Super Stock Report, and any other periodicals News Network 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 and the Australian
Super Stock Report, as well as any other publications or periodicals News Network may, from time to time, publish on this website.
8. News Network is a media company which employs financial journalists to report financial news. News Network’s journalists perform
the required research and collect the information that is, ultimately, each day, published on this website and in News Network’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 News Network reports on this website are not the opinions of News
Network or any of its journalist or other employees. News Network is ONLY and specifically a matter-of-fact reporter of industry signals
suggesting price direction probability of some shares. News Network simply delivers the information – it does not create it.
9. Although News Network 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. News Network 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 News Network, and cannot and does
not guarantee the reliability and accuracy of the opinions of the brokers whose opinions, recommendations and forecasts it reports.
10. News Network 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. News Network 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 News Network
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 FN Arena website, News Network’s publications and/or
periodicals have not been recommended by News Network. 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 News Network, do not constitute a
recommendation or endorsement by News Network 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 FN Arena 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 News Network 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 News Network from time to time, or in any other publications News Network 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 News Network 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. News Network 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. News Network 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. News Network 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,
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regardless of cause, for any loss or damage resulting therefrom.
18. Under no circumstances, including, but not limited to negligence, shall News Network be liable for any direct, indirect, incidental,
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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. News Network 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. News Network 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. News Network 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 FN Arena
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. News Network 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 FN Arena 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
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29. All original content is the copyrighted property of News Network.
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