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AUSTRALIA

Evolution Mining's Come-Back Potential
Divides
A beaten-down share price usually excites investors, but Evolution Mining post disappointing FY22 is keeping
the analyst community divided.
-Evolution Mining reported FY22 underlying net profit of $274.7m, down -22%
-Shares were punished post-result (now down -50%-plus since April)
-Labour costs remain a key source of pressure
-Gearing levels relatively high at 27%
By Nicki Bourlioufas
Evolution Mining ((EVN)) might be a good buy according to some brokers after its shares dropped on a big fall in
underlying profit and mounting cost pressures, though revenue was boosted by higher gold and copper prices
and greater volumes from the newly purchased Ernest Henry mine.
The gold and copper miner’s statutory net profit dropped -6% to $323.3m, down from $345.3m in FY2021.
Underlying net profit plunged -22% to $274.7m. Total revenue rose 11% to $2.06bn boosted by higher metals
prices.
Operating mine cash flow fell -5% to $893.3m and Evolution reported a 4.9% jump in operating costs as
inflationary pressures built. The miner declared a fully franked final dividend of 3cps, the 19th consecutive
dividend payment made to shareholders since 2013, totalling $1.05bn, the company reported.
Evolution’s Executive Chairman Jake Klein said the company achieved full ownership of the Ernest Henry
copper-gold operation which was successfully integrated into Evolution’s mine portfolio. In addition to this, he
said the company progressed on its transformation of the Red Lake mine and the execution of the Cowal
Underground project, laying the foundations for a successful FY23 and beyond.
The miner expects gold and copper output to increase by 12.5% to a combined 720,000 ounces (oz) in FY23 at
$1,240/oz.
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Evolution could be a buy, some say
While Evolution faces several risks ahead, the dip in in its share prices represents an opportunity to buy,
according to some brokers.
Evolution’s share price, like its peers, has been under pressure since April, after gold peaked above
US$2,000/oz. Since then, gold has dropped back to around US$1750/oz, with the stronger US dollar hurting the
precious metal. Rising interest rates and inflation too have contributed to gold's drop, which fell as low as
US$1,700.20/oz on July 20, its lowest finish since March 30, 2021.
While Morgans thinks the worst is behind the company, “these headwinds could remain for some time weighing
on our conviction”.
Even so, Evolution appears oversold with several areas likely to improve in FY23, including 10% growth in gold
production and 37% growth in copper, Morgans says.
The broker doesn't see Evolution’s balance sheet, including relatively high debt levels, as a problem and says
the miner can easily fund growth at Cowal underground and Red Lake mines in FY23. Morgans has maintained
its Add rating and has a $3.00 price target on Evolution, upgraded from $2.95.
Canaccord Genuity also has a Buy call on Evolution, and it too views the company’s gearing as sustainable.
“We view gearing at 27% as high but manageable and within the company's tolerance levels of up to 35%”.
Nor does Canaccord think higher inflation is a big risk. While skilled mining labour markets remain tight, and
Evolution expects labour costs to rise by 5% to 6% in FY23, other transitory inflationary pressures such as diesel
and power cost pressures “seem to be abating.”
Labour (50%), diesel (5%) and power (8%) costs comprise around 63% of the company’s cost base. The miner too
says efficiencies at all operations will help to mitigate price increases in the next financial year. Canaccord has
a target price on the stock of $2.70.
UBS is equally optimistic. While the company’s net debt ended FY22 high at $1.3bn, UBS expects it to peak at
33% by the end of FY23. Evolution has options should cash flow get tight, with $100m of discretionary spending
which could be halted, if necessary. UBS has maintained its Neutral rating on Evolution with a $2.80 price
target.
However, Barrenjoey sees risks ahead, both industry-wide and stock specific.
With production guidance and costs having been significantly revised, Barrenjoey still thinks the Red Lake
turnaround carries greater execution risk relative to peers, on top of other risks. A rapid lift in real interest
rates would cause a decline in the gold price. Cost inflation too has been accelerating in the mining industry.
Barrenjoey has maintained its $2.90 target price with an Underweight rating.
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Morgan Stanley is another sceptic with a $2.35 target price on the stock. Falling gold prices below its base case
expectations and cost pressures, leading to higher operating costs, continue to be seen as key risks ahead.
Macquarie sits on Neutral with a $2.69 target. This broker notes Evolution’s reported current payables on the
balance sheet of $407m jumped $216m in FY22, weighing on Evolution’s profit.
According to FNArena’s database, the consensus target price for Evolution is $2.80, suggesting circa 13.4%
upside to the last share price.
Barrenjoey and Canaccord Genuity are not included in the consensus calculation derived from targets set by
seven stockbrokers monitored daily through FNArena's Australian Broker Call Report. These seven are Citi,
Credit Suisse, Macquarie, Morgans, Morgan Stanley, Ord Minnett and UBS.
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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AUSTRALIA

Ampol Fired Up On Buoyant Refinery Margin
Refinery margins are the headline news of Ampol’s half yearly results, with record Lytton margins in the half
supporting strong group earnings.
-Ampol delivered a record June half performance
-Amid continuing tightness in the market, record refinery margins at Lytton made a key contribution
-Margins should continue to provide benefit near-term as global growth capacity fails to meet demand
By Danielle Austin
Ampol’s ((ALD)) Lytton refinery returned record margins in the June half, driving segment earnings up 806% on
the previous comparable half and providing a substantial contribution to group financials. The company
attributed the strong margin increase to ongoing tight global markets.
The company highlighted a global reduction in capacity in recent years, combined with demand growth in
post-covid markets, and tight supply given sanctions on Russian exports and export quotas issued by China,
have driven up refining margins across the industry.
Noting refining margins have increased materially in recent weeks, following a decline in July, company
management anticipates global growth capacity remains below requirement to meet demand, and expects
margins to remain elevated as a result. Market experts have estimated global demand to reach 5,600 thousand
barrels of oil per day in FY23.
Group-wide, Ampol delivered a record June half, with earnings of $734m and net profit of $471m seeing the
company declare a $1.20 per share dividend.

Acting on growth strategy with acquisitions and divestment
5

The June half saw Ampol complete the Z Energy acquisition as well as the Gull divestment. The company has
confirmed it is in advanced discussions to divest -NZ$130m of Z Energy property into a property trust, expected
to complete in the third quarter.
Z Energy was able to provide a two-month contribution to full year results, and the addition is anticipated to
provide annual synergies of NZ$60-80m. The acquisition feeds into Ampol’s growth strategy, prioritising growth
in its international portfolio.
Of the four FNArena database brokers to update on Ampol following the company’s first half results release,
three are equivalent Buy-rated and one is equivalent Hold-rated. Between them these brokers have an average
target price of $35.43, ranging from $31.93 at the lower end to $40.00.
Ord Minnett (Buy, with a target price of $39.00) remains positive on Ampol, anticipating a post-covid economic
activity recovery will be a driver for the company’s near-term earnings.
The broker finds improvement in regional refining margins, and the federal government's fuel security subsidy,
decrease downside risk, while noting potential upside to forecasts from refinery margin upgrades and growth in
fuel volumes. Ord Minnett notes the clean energy transition remains the primary risk to the industry, but
Ampol has begun evaluating potential clean energy businesses.
Noting first half group earnings of $734m represented a 15% beat to Macquarie’s forecasts, and a 14% beat to
consensus, this broker (Outperform, with a target price of $40.00) lifted its earnings per share forecasts 7%, 6%
and 9% through to FY24 to account for higher refining margins.
The Macquarie analysts find Ampol is deleveraging more rapidly than anticipated following the Z Energy
acquisition, enabling capital allocation choices for the company. This broker expects Ampol can continue to
find opportunity in commodity volatility as the clean energy transition continues.
Describing Ampol’s outlook as solid, Credit Suisse (Neutral, with a target price of $31.93) highlighted a slower
than anticipated recovery in fuel volumes, attributed to underperformance by EG Group and lower aviation
fuel volumes, as well as price impacts on retail sales. This broker expects tightness in refining capacities to
continue to benefit refining margins over the forecast period.
Credit Suisse also noted a lift in net debt in the half, driven by an increase in working capital to $840m.
Expecting this to partially unwind in the coming half as fuel prices moderate, alongside proceeds from the Gull
sale, this broker estimates Ampol will finish the year with net debt equal to 1.5x annual earnings, which it
anticipates could bring capital management into play.
Given the in-line outlook provided by the company, Credit Suisse has made minimal changes, updating
forecasts by -1.5%, 3.3% and 3.6% through to FY25.
Having concluded that Ampol's resilience in refining margins might last longer and benefit earnings, UBS has
lifted forecasts in ongoing support of the broker's Buy rating, with its price target improving to $39.80 from
$39.60.
Morgan Stanley has yet to update post FY22 result, but rates the stock Overweight with an Attractive industry
view, underpinned by a $39 price target.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Lottery Company Demerger Gamble Pays Out
The Lottery Company’s first result has seen it win further favour with the market, with brokers largely in
agreeance that the stock offers resilience to a volatile market with capital management benefits in its future.
-The Lottery Company’s maiden result has reaffirmed the stock’s favour with the market
-Lotteries proved the main pillar of the result, accounting for over 85% of group earnings
-Market analysts assume continued performance will equate to stronger dividend payouts
By Danielle Austin
Delivering its maiden result as a separately listed company following its split from Tabcorp Holdings ((TAH))
earlier in the year, The Lottery Company ((TLC)) reported group earnings of $694m, spurred on by a strong
contribution from its Lotteries division.
Accounting for more than 85% of group earnings, Lotteries delivered 10% earnings growth and an 18.4% earnings
margin, with favourable jackpot activity and digital penetration supporting the result. Division one jackpot
value across Powerball and Oz Lotto rose 33% year-on-year.
The Keno division delivered 15% year-on-year digital turnover growth, necessary to offset a -9% decline in
retail turnover as the company battled the impact of covid-driven venue closures, in particular a 16-week shut
down in New South Wales. Digital now accounts for just under 20% of total Keno turnover.
Costs did increase 10% in the year and drove a -$20m impact to earnings, with nearly half of this attributed to
one-off payments related to the company’s split from Tabcorp, and the rest to investment in technology and
promotional spend.

Capital management in line of sight for market analysts
Four of FNArena’s database brokers have updated on The Lottery Company following the release of its full year
results. Of these, three are equivalent Buy rated and one is equivalent Hold rated, and between them these
brokers have an average target price of $4.99, ranging from $4.65 at the lower end to $5.50.
Macquarie (Outperform rated and with a target price of $4.65) sees The Lottery Company as a good choice for
investors looking for a defensive, high-quality stock. The broker noted strong jackpot activity, notably driven
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investors looking for a defensive, high-quality stock. The broker noted strong jackpot activity, notably driven
by more Powerball jackpots at or above $60m, will drive challenging comparables in the coming year,
particularly in the first half. According to the broker’s prize pools tracker, lotteries prize pools are down -21%
in the first seven weeks of FY23, and Powerball is yet to see a division one jackpot exceeding $20m, but
Macquarie warns investors not to draw conclusions from this short-term trend.
The Macquarie analysts also noted balance sheet leverage should leave room for capital management in the
coming year, particularly given a lack of near-term licensing renewals. The broker has reduced its earnings
forecasts -5% and -3% for FY23 and FY24 respectively, and anticipates the company can achieve a 4% earnings
compound annual growth rate through to FY25.
Noting the resilience of lottery ticket sales to economic cycles, Morgans (Add rated and with a target price of
$5.50), described The Lottery Company as "one of the highest performing lotteries businesses in the world".
The broker noted the company has exclusive licenses to operate lotteries across all Australian states and
territories, excluding Western Australia, and has steady and predictable cash flow and low ongoing capital
expenditure needs. The broker anticipates these drivers will see the company continue to pay down debt in
the coming half, and allow it to deliver a dividend at a high payout ratio.
Morgans highlighted potential to be unsuccessful in renewing licenses poses risk to the company’s outlook,
noting the next major expiry is Victoria in 2028. The broker lifted its earnings forecasts 1% and 6% for FY23 and
FY24 respectively.
Credit Suisse (Neutral rated and with a target price of $4.65) notes the stock now offers better value following
a recent share price decline, and describes it as a potential safe haven for investors in a volatile market given
the company’s defensive characteristics. The broker also believes patient investors can benefit from future
capital management.
Credit Suisse downgrades its earnings per share estimates -5-10% over the forecast period to account for
depreciation and amortisation guidance from the company.
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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Global Net Zero Target Faces Copper Shortage
A recent study projects a large copper deficit is looming, hampering the world's intention to progress towards a
Zero-Net Emissions economy by 2050.
-Copper is essential for plans to reform economies towards net zero emissions by 2050
-Current projections imply supply won't be able to keep up with growing demand for copper
-There's no physical resource scarcity; the challenge is to get sufficient quantities out of the ground
By Richard Acello
An anticipated shortage of copper, the metal of electrification, may scuttle plans of governments to reach
Net-Zero Net Emissions by 2050.
The warning featured prominently in a recent report by IHS Markit “The Future of Copper: Will the Looming
Supply Gap Short circuit the Energy Transition?” and has been released by the researcher’s current owner,
S&P Global.
The researcher's key prediction is substitution of other metals in place of copper and recycling will not be
enough to meet the demands of electric vehicles (EVs), power infrastructure, and renewable generation.
Barring a “massive new supply” of copper, the goal of Net-Zero Emissions by 2050 will likely be short-circuited
and remain out of reach, the report concludes.
Technologies critical to the energy transition such as electric vehicles (EVs), charging infrastructure, solar
photovoltaics (PV), wind, and batteries require much more copper than their fossil fuel-based counterparts.
The report predicts large-scale deployment of these technologies globally, and especially EV fleets, “will
generate a huge surge in copper demand. Major investments in the power grid to support electrification will
further amplify the trend.”
As a result, copper demand is projected to double from 25m metric tons (MMt) today to about 50 MMt by 2035,
a record-high level that is projected to reach 53 MMt by 2050.
The copper gap is anticipated to open up by 2025, and will have “serious consequences across the global
economy.”
The shortage is projected to reach -9.9MMt by 2035, assuming a continuation of current trends in utilisation of
mines and recycling of recovered copper.
The anticipate market dynamic equals a -20% shortfall from the supply required for the 2050 Net-Zero
Emissions target.
But even if copper mining is increased aggressively and recycling reaches all-time highs, demand will still
outstrip supply in the run up to 2035, suggest the analysts.
The prediction is the copper gap “may emerge as a key destabilizing threat to international security,” because
annual shortfalls will place “unprecedented strain” on supply chains.
The scramble for electrification is compared to the 20th- century thirst for oil, but worse because of an “even
higher geographic concentration for copper resources and the downstream industry to refine it into products.”
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What about substitution?
If copper is in short supply, can some other metal be used?
Yes, but in the long run substitution probably doesn’t make that much of a difference, according to John
Mothersole, director, non-ferrous metals, S&P Global Market Intelligence.
“Improved efficiency in the use of copper, including the substitution of copper by other metals such as
aluminum, was factored into the projections for demand,” Mothersole assures.
Limiting factors in the substitution of copper include conductivity and space, energy efficiency, corrosion and
fire resistance, maintenance, and the CO2 emissions of alternative metals.
“All told, we believe these factors will reduce copper consumption by more than 400,000 metric tons per year
over the next five years or something on the order of about 1% of total demand.”
As far as increasing the supply of copper, Mothersole says even under very optimistic supply assumptions, the
copper market will record deficits larger than any ever registered.
“The market would act to reconcile this mismatch between supply and demand through high prices,” he
explains.
“High prices would, of course restrain demand, in part through substitution, though a major consequence
would be to slow energy transition.”
High prices would in turn stimulate exploration, but not overnight because “lengthening lead times for new
mines, now as long as 16 years, has been a problem long identified by the industry and is central to the
looming supply challenge.”
Identifying more environmentally friendly extraction technologies would reduce opposition to new mines and
lessen opposition to the expansion of existing mines, Mothersole suggests.
Clearer, predictable policies around permitting would also help “address some of the social license and
political issues that create delays and inhibit investment.”
In addition, “a better understanding of the interdependencies of energy transition will be important in ensuring
that the path forward is not blocked by similar issues regarding other critical minerals.”
Plenty Of Metal, Underground
How much copper is potentially available?
“The first thing to note is that globally, there is no physical resource scarcity,” Mothersole explains.
“Research indicates that the reserve base of proven and geologically inferred reserves may amount to more
than five billion metric tons versus current worldwide use of approximately 25 million metric tons. The
question is whether this resource can be developed in a timely fashion to meet the 2050 Net-Zero emissions
goal.”
Australia, Chile, the US, and Russia have been identified as countries with significant copper reserves.
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FNArena reached out to environmental organisations for their take on the looming copper shortage and
whether they will be supportive of increased copper production to further Net-Zero Emission goals.
Neither the Sierra Club, the Environmental Defense Fund, or Friends of the Earth responded to email inquiries.
In Nevada, environmentalists are banding together to scuttle mining of one of the world’s largest deposits of
lithium, which like copper, is considered an important element in the transition to clean energy.
According to Inside Climate News, plans to dig for lithium “have encountered a surge of resistance from tribes,
ranchers, residents and activists who say they believe the repercussions of the mine will outweigh the lithium’s
contributions to the nation’s transition to less-polluting energy sources than fossil fuels.”
In the meantime, the price of copper is being watched as a bellwether in predicting a possible recession, which
has injected a lot of volatility in futures trading with the price of copper falling sharply since May this year.
On July 15, the price of copper slipped below US$7,000/tonne for the first time in two years. It has since
recovered to closer to US$8000/t, still well down from prices above US$10,000/t earlier in the calendar year.
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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Accelerating MaaS With Account-Based
Ticketing
Achieving Mobility as a Service (MaaS) is a lot more complex than everyone realises, explains Arthur D Little's
Mickael Tauvel. Is account-based ticketing (ABT) the pragmatic solution?
By Mickael Tauvel, Arthur D. Little
Mobility as a Service (MaaS) is an ambition that most cities, public transport authorities (PTAs), public
transport operators (PTOs), and private mobility solutions providers (MSPs) are keen to deliver on. However,
the complexity of current transport infrastructure is high. In an ecosystem with numerous actors, each
generally with different IT backends in place, it is often difficult to work out where to start.
The ability to provide integrated ticketing is a key prerequisite for the roll-out of MaaS. To overcome
complexity issues, account-based ticketing (ABT) represents a pragmatic option going forward and will be a key
factor in accelerating MaaS deployment around the globe.
Issues with existing AFC systems
For the last quarter century, contactless smartcards have reigned supreme as a means of paying for public
transportation. They are quicker than previous ticketing systems, offering a better customer experience and
more flexibility than paper tickets, thus making them more desirable to stakeholders.
However, automated fare collection (AFC) system deployments are long and costly. In essence, they are
complex, distributed IT systems where years can pass between tendering to operation. This has resulted in a
market-driven, bespoke approach as the norm. As such, and due to a lack of standardization, AFC generally
relies on the long-term capability and solidity of a prime supplier.
Suppliers often develop their own system, software, and hardware architecture. But solutions are often reused
from an initial baseline via a cut-and-paste approach, without sufficient funds to improve architecture
flexibility and maturity. This has led to the predominance of monolithic solutions, where subcomponents
overlap within a complex integration that has been designed by outsourced contractors.
Interoperability is also a problem, for both operators and transport modes. The main issue worldwide is that
most contactless smartcard-based AFC systems are heavily siloed. They lack data interoperability, with each
having its own fare media with specific, local rules.
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Open-loop Vs closed-loop payment
To reduce the cost and complexity of maintaining siloed AFC systems, and also improve customer experience,
industry players have been pushing EMV open-loop payment as a way of replacing current contactless
smartcards. EMV open-loop payment enables people to pay for travel with bank-issued contactless credit and
debit cards or smartphones, just like they do when purchasing items in stores.
However, it’s generally accepted that current payment media i.e. closed-loop systems, will be around for
years. Closed-loop systems safeguard the independence of PTAs/PTOs and offer more flexibility to adjust
seasonal tickets. Plus, there’s the need to address inclusivity objectives, with PTAs/PTOs responsible for
population groups without smartphones or bank accounts, or those just unwilling to use them for travel – for
example, children, nonbanking individuals, and the elderly.
The reality is that even if EMV open-loop payment becomes a strong trend, it must coexist with closed-loop
solutions. Thus, there is a need to maximize legacy investment and existing ecosystems. However, running both
closed- and open-loop systems often leads to an increase in operations and maintenance costs. To optimize the
running of a dual ecosystem, PTAs and PTOs should consider a strategic upgrade to an ABT architecture.
The advantages of ABT
The last decade has seen an accelerating use of ABT architecture to modernize existing AFC systems through
the integration of EMV open-loop payment with current ticketing models, with the ultimate goal to move
towards greater MaaS adoption.
Within an ABT architecture, the fare media is used mainly as an identifier, with the actual fares being
processed in the backend. Overall, this model provides many benefits:
It removes complexity from the fare media. By just serving as an identifier, the media can be simplified to a
strict, secured identifier, or “token”, with a central backend system managing the fare data. Only security
features that authenticate the fare media remain necessary.
It increases token choice flexibility. Removing the need to process data inside the fare media means the
validation device can smoothly integrate several kinds of sensors and logic eg. NFC reader, barcode reader,
Bluetooth, UWB protocol, camera etc. The ABT system can thus manage multiple tokens to compute fares.
It reduces front-end complexity. By removing a large part of fare media processing, the front-end device is
less complex to develop and qualify, with a positive impact on integration and maintenance costs, along with
operational efficiency.
It improves software upgrade and fare rules management processes. Traditional smartcard-based ticketing
architectures require regular, time-consuming updates of business parameters. Reducing the number of
parameters improves reliability. In addition, centralized fare processing facilitates and accelerates parameter
13

updates while enhancing promotional fare capacities.
It improves capabilities for upgrades and scaling. ABT architecture exchanges data via APIs. With front-end
hardware less of a limitation, upgrading processing capability and adding features is much easier. In addition,
sales channels can be managed with a centralized server, connecting sales machines, web portals, and mobile
applications for improved customer experience.
Real-time integration of data. An API-oriented architecture means the system can connect to others with
greater ease. Fare processing can be enhanced with additional services, such as real-time travel notifications,
journey optimization, disruption management, carbon footprint tracking etc. It can also be used to enhance
loyalty programs.
The core vision of MaaS is to provide customers with outstanding travel experiences and frictionless journeys
i.e. not worrying about fare product or selection, thus encouraging them to use public transport and more
sustainable mobility systems, while steering them away from regarding individual cars as the default mode of
travel. The numerous benefits to PTOs, PTAs and MSPs enabled by ABT architectures are key to the MaaS vision
becoming a widespread reality.
Mickael Tauvel is a Principal and Global Head of Mobility Competence Center at Arthur D. Little.
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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Around The World In 200 Meetings
Boutique Australian and global active fund manager Alphinity spent six months meeting with portfolio managers
to assess the state of the global economy.
Around the World in 200 Meetings
The first half of 2022 has been extremely busy for Alphinity’s five global portfolio managers. Collectively, they
have gone on 9 overseas investment trips, travelling to 12 cities across 7 countries, visiting existing and
prospective portfolio companies. All in, the team have met with over 200 companies face to face over the past
6 months.
Travelling again after two years of Zoom calls is an excellent opportunity to reconnect with corporates, gain
valuable on-the-ground insights and find interesting new investment opportunities.
In this note we share their key findings from their travels across 5 vital sectors and their subsectors. A
reminder of the importance of checking all the boxes before you invest.
Around the world in 200 meetings across 12 cities & 7 countries

Consumer - New York, Seattle & Europe
Consumer spending has remained resilient to date despite consumer sentiment plummeting to levels last seen
in the 1900's. With pent-up demand focused on travel, leisure, occasion-based spending (weddings), beauty,
entertainment, etc. It’s likely that this “revenge spending cycle” won’t last very long after the end of the
summer holiday season. Low-end consumers are already struggling post the COVID stimulus withdrawal. Higher
mortgage rates and deteriorating jobs data will also start to weigh. We continue to prefer exposure to the
more resilient high-end consumer at this point in the cycle.
A few comments on the sub-sectors below:
-General retail: Retailers are facing a perfect storm of challenges: stimulus withdrawal, cycling high 2021
numbers, weather, supply chain, transportation costs, changing consumer preferences etc. There has also
been a big inventory build-up during the last few quarters. With either too much inventory or inventory in the
wrong places. 2Q22 result misses from bell weathers, Target and Walmart, underscores this.
15

-Luxury: Luxury companies have immense pricing power and are geographically diverse. China's impact on
demand and supply is important to understand. For example, LVMH is only affected on the demand side. Their
decentralised fulfilment structure and direct sale model offset revenue headwinds.
-Staples: Inflationary pressures are impacting all consumer staples players. We prefer companies with
structural tailwinds and strong pricing power. Large multi-national companies with many different revenue and
cost levers to pull are better positioned to make earnings guidance. And importantly managed by high quality
management teams. We were impressed with the management team at Diageo, the owner of iconic brands
such as Johnny Walker and Don Julio. They are focused on pricing and cost management, as well as continuing
to enjoy structural tailwinds from premiumisation and category gains. The business was a beneficiary of
elevated home consumption through the COVID period as consumers sought comfort from ‘affordable
luxuries’. On the negative side, Unilever is battling with higher costs and an uncertain demand outlook as
they raise prices. And Nomad Foods with higher costs and an uncertain fish supply.
-EV’s & Autos: Transition to EVs is underway and accelerated by higher oil prices. There will be winners and
losers from the transition with existential risk for the losers in our view. BMW and Mercedes are best
positioned amongst the OEM's, along with Tesla. We question if smaller players such as Rivian and Lucid can
survive.
-E-commerce: It’s difficult to determine the normalised run rate for e-commerce post-COVID. Both supply
chain and demand pattern related. Our meeting with Amazon reaffirmed our view that the operating
environment continues to be very volatile. E-commerce players in non-US markets (for example Alibaba and
MercadoLibre) could be better opportunities going forward.
Financials - Europe, UK, and Canada
Financials are facing significant macro challenges. Tailwinds from higher interest rates are offset by growing
concerns about slower economic growth, difficult capital markets and potentially higher credit risks. We have
recently reduced our exposure to banks on falling earnings momentum, such as Bank of America. We prefer
financials that are less geared to rates and offer more defensive characteristics.
A few comments on the sub-sectors below:
-Banks: Higher interest margins and revenues are increasingly a ‘known known’. The forward-looking risk is
that developed markets are entering a non-performing-loan cycle, which is not reflected in current earnings
estimates. The Net-Zero Banking Alliance (NZBA) is creating a significant ESG/Sustainability push among banks
that have signed up. We were particularly impressed by the Bank of Nova Scotia and Royal Bank of Canada
on their lean-forward approaches to sustainability.
-Housing & Mortgages: Globally banks have seen strong mortgage growth during the recent period of low
rates. Loan-to-value ratios have remained low to date. Spiking mortgage rates, falling consumer confidence
and a less buoyant labour market could taper loan growth and see non-performing-loans rise. The correction in
the housing market will have implications across multiple sectors. Not only banks with significant mortgage
exposure, but also building materials, construction etc. We exited our exposure to home improvement retailer
Lowes earlier in the year as a result of these concerns.
-Non-bank financials:Insurers, stock exchanges and asset managers are not immune to the macro risks
mentioned above and we will be watching for a disorderly unwind of credit markets and private valuations.
We currently prefer defensive stocks with exposure to higher interest rates and relatively low credit risks, such
as insurer Chubb and financial exchange Deutsche Boerse.
Technology - San Francisco and Boston
There is also a clear delineation between the winners and losers within the technology sector. Or in the
current tech market, we should describe it as the big losers and the lesser losers. Companies exposed to
Cloud, 5G and Security are holding up better (Microsoft, ASML). The businesses where the model depended on
free and almost limitless external capital, are the big losers (Buy-now-pay-later players, such as Affirm for
example).
A few comments on the sub-sectors:
-Software: Spending has remained resilient in Cloud and Security. With less capital available for Covid winners
such as payments, creative applications, workforce collaboration. The market moving is to “must have” vs
“nice to have”. This shift in capital cost and capital availability are having severe impacts on
unprofitable/unproven tech businesses. Enterprise spend is looking more resilient than consumer spend.
Security is a huge focus given the heightened threat environment and the expansion in connectivity points.
Microsoft remains a standout given their growth engine of cloud platform Azure.
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-Hardware & equipment: 5G underpins a fundamental shift in capability; allowing a proliferation of use cases
to continue. On the other hand, the PC and smartphone market (focused on China and low-end models) is
exhibiting weakness. Our team was once again impressed by Keysight’s 5G growth and sustainability.
-Semi’s: Memory markets are weakening due to PC and smartphone softness. Datacentre demand and auto &
industrial demand remain solid. Industry positioning for power semi shifting to Silicon Carbide.
Industrials - Europe and UK
Supply chains and inventory are front and centre for the industrial players. Feedback from the road suggested
that the situation overall remains challenging and highly uncertain, although with some incremental
improvements in certain areas. For example, truck manufacturers talked about being back at full production.
Despite current cyclical headwinds, it was interesting to note that several sub-industries continue to enjoy
strong structural trends. These include decarbonization, electrification, factory automation and, more
recently, defence. Ironically the big issues causing a lot of the cyclical headwinds appear to be strengthening
the longer-term fundamentals for some of the companies exposed to these thematics.
For example, Schneider Electric have seen increased demand and shrinking payback periods for their energy
efficient products. Their CEO noted that many of the secular tailwinds underpinning growth are stronger than
what they were in January. Companies like ABB, Schneider & Siemens are all beneficiaries of electrification
and industrial automation (including robotics).
On the sub-sectors:
-Electrical equipment: Demand for equipment driving electrical efficiency remains strong. Order books are
buoyant, and supply remains the key bottleneck. Renewable equipment manufacturers and developers
continue to be under pressure due to supply chain pressures and cost escalations and issues with permitting.
-Aero and Defence: Globally governments are increasing defence spending in response to recent geopolitical
events.
-Machinery: Given the backdrop of a strong commodity cycle, mining equipment demand remains solid for
now. We are alert to the risks that double ordering has occurred in mining consumables. Infrastructure
segment growing well, and engineering remains robust
Health Care - Los Angeles
After attending the Health Care conference in LA, we maintain our view that the fundamentals of the overall
sector remain good, especially relative to the rest of the market. The underlying sub sectors within Health
Care have very diverse challenges and drivers. Besides the usual ongoing policy risks (new US reconciliation
bill for example), there are also significant FX headwinds for the sector. Multiples also still reflect some
growth expectations.
On the sub-sectors:
-Pharmaceuticals: Global leaders such as Merck are still in a good position. The outlook for earnings remains
intact and is largely insulated from a weakening economic cycle, Fed tightening, Russian war & Chinese COVID
lockdowns.
-Life sciences: Still in good shape from an earnings perspective driven by strong underlying demand in
bioprocessing and lab equipment. Some risks around China lockdowns (global presence) and USD headwinds.
Danaher remains our preferred exposure with strong structural demand, cashflows and balance sheet.
-Hospitals: We continue to see headwinds for this space, including slower normalisation of medical procedures
post COVID and higher staffing costs, including nurses. We have previously owned HCA as a COVID beneficiary
but see earnings risks as elevated in the current environment.
-Medical Technology: An interesting sub-sector with good fundamentals, high returns and strong cashflows.
The sub-sector has gone through a tough time recently and we see short term headwinds from supply chain
issues and rising raw material costs. Intuitive Surgical, Edwards Lifesciences, Boston Scientific are all
high-quality businesses where the long-term earnings outlook could end up under appreciated by the market,
and we are watching upcoming earnings updates closely.
We are happy to be on the road again. The world has changed in positive and negative ways since pre-COVID
but we are committed to using on-the-ground meetings and travel insights to hone our understanding of the
markets and find exciting, good quality stocks in which to invest.
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Alphinity is not currently invested in all the stocks mentioned in this note.
Content included in this article is not by association the view of FNArena (see our disclaimer).
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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RUDI'S VIEWS

Rudi's View: August Delivering More Downgrades
And Misses
In this week's Weekly Insights:
-August Delivering More Downgrades And Misses
-The Real McCoy Rally?
August Delivering More Downgrades And Misses
By Rudi Filapek-Vandyck, Editor FNArena
As far as price action goes, any company that disappoints this season is likely to see its share price drop for
more than one day, even if that initial punishment on the day looks like a genuine shellacking.
Think Redbubble ((RBL)), down nearly -40% over the four days following its FY22 update, but also Blackmores
((BKL)), Codan ((CDA)), Inghams Group ((ING)), the ASX ((ASX)), Appen ((APX)), Pact Group ((PGH)), Australian
Clinical Labs ((ACL)), TPG Telecom ((TPG)), and numerous others.
That's the 'normal' part of the August reporting season thus far. Thou shalt not disappoint remains an
all-important condition in any reporting season.
But we also have two notable exceptions this month, and they are worth highlighting.
First category: share prices that had been sold down too far, irrespective of further disappointing news.
Second category: excellent performances that won't be rewarded post the initial on-the-day rally, because the
market doesn't believe it is representative of what earnings might look like when tougher times arrive next
year.
Plenty of examples fit in to category two and most have one or two things in common: they are either retailers
(dependent on consumer spending) and/or exposed to the local housing cycle. JB Hi-Fi ((JBH)), Super Retail
((SUL)) and Stockland Group ((SGP)) are a few examples that come to mind.
Share price action post recent disappointing market updates suggests a lot of negative news had already been
accounted for in prices for Auckland International Airport ((AIA)), BlueScope Steel ((BSL)), Challenger ((CGF)),
Fisher and Paykel Healthcare ((FPH)), and GUD Holdings ((GUD)).
James Hardie ((JHX)) did issue a profit warning, but every analyst covering the company had already
anticipated it.
Larger-sized companies are usually more resilient than small-caps and the first three weeks have delivered
some notable heavy punishments for Redbubble and the like, confirming the thesis. Even though, it has to be
noted, Adbri ((ABC)) shares are down -17% on the day of this company missing market expectations.
Even more important, potentially, is the fact that outperforming market forecasts with June-half performance
and forward guidance is proving a bridge too far for most ASX-listed companies.
Having judged 120 corporate releases as at Monday, August 22nd, the FNArena Corporate Monitor is
witnessing an ever widening gap between "misses" and "beats", currently at 32.5% (39) versus 25% (30).
Given the exceptionally high percentage in Buy ratings at the start of this season, it should not surprise
downgrades are significantly outnumbering upgrades; 42 against 12 on Monday, while price targets are either
19

downgrades are significantly outnumbering upgrades; 42 against 12 on Monday, while price targets are either
falling or not adding much. Virtually every market update is followed-up with reduced forecasts for the year
ahead.
With around two-third of companies yet to report, investors might want to keep their fingers crossed there is
improvement on the horizon.

****
Against the background of more "misses" than "beats" and analysts cutting forecasts for FY23, Ord Minnett
head of private client research, Simon Kent-Jones has observed how companies that are able to provide
shareholders with a positive outlook are being rewarded through a favourable share price response.
Kent-Jones refers to Brambles ((BXB)), Medibank Private ((MPL)) and Treasury Wine Estates ((TWE)) but
equally to positive dividend announcements made by the likes of BHP Group ((BHP)) and Telstra ((TLS)).
On the broker's assessment, all these share prices have outperformed the broader market thus far in August.
Over at UBS, strategist Richard Schellbach and analyst Akash Biradar, also zoom in on the positives so far,
and this includes corporate Australia overwhelmingly posting robust, resilient financial performances this
month, on average outperforming analysts' forecasts.
The flipside is, of course, that most of the disappointments do not come through FY22 financials, but via
cautious, if not absent, forward indicators and guidance.
The UBS duo does concede this picture of relatively robust operational financials might yet be put to the test in
the final stage of this season when more domestic and consumer related companies release market updates.
Meanwhile, there is no escaping, earnings forecasts are falling, and they are falling rather universally for FY23.
UBS suspects this process might accelerate throughout the final week.
The sector with most positive surprises, on UBS's observation, is thus far the insurance sector with
forward-looking estimates carried higher on projected benefits from higher interest rates. Maybe it should then
not come as a surprise that victims of higher interest rates, the local REITs, have thus far been most
underwhelming.
The culprit for that sector is debt. With higher interest rates, the heavier burden to service debt is seriously
eating into growth prospects for many a local REIT.
But, as UBS points out, resources companies are receiving most of the downgrades for earnings estimates in
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the year ahead as analysts' focus remains firmly on the tougher economic outlook ahead.
In general terms, UBS is not too unhappy with the local share market set-up, noting the forward-oriented price
earnings (PE) ratio for the ASX200 was below 14x pre-August. This is below the long-term average of 14.5x and
certainly a lot lower than the 17x-20x multiples seen prior to preceding reporting seasons in recent years.
Equally important: the ongoing cuts to forecasts have not stopped share prices from putting in a strong
performance since mid-June. UBS observes the ASX200 has gained some 8% over the last month, with the index
rallying 10% since bottoming in June.
With history showing Australian equities tend to hold on to their gains during the after-season, UBS is hopeful
2022 will finish on a positive note:
"The markets rally since mid June has provided equities with more positive momentum than has been the case
leading into recent reporting season.
"The continuation of this rally over the last fortnight, has matched the favourable reaction which we have
become familiar with over recent years.
"Furthermore, with the exception of the COVID shocks of March 2020, Australian equities have tended to hold
onto these gains over subsequent months."
****
As reported in earlier editions, Macquarie strategists are a lot less optimistic than is UBS. They highlight the
fact that, so far, dividends tend to "miss" expectations, while the average guidance communicated looks rather
"soft".
Up until Friday, notes Macquarie, analysts are issuing twice as many downgrades to FY23 forecasts than
upgrades. Among the positives is that free cash flows tend to surprise positively, especially from resources
companies. (This contrasts with the dividend disappointments, suggesting boards are cautious).
Macquarie also notes there are fewer share buybacks being announced, which is yet another disappointment.
There haven't been too many examples of companies issuing guidance that well-exceeds market expectations,
but Macquarie mentions Brambles and ReadyTech Holdings ((RDY)) as two examples.
Most companies, a la Credit Corp ((CCP)), CSL ((CSL)), Downer EDI ((DOW)) and Transurban ((TCL)), feel the
need to reduce market expectations for the year ahead.
Macquarie counted only three companies that beat with their FY22 performance and experienced upgrades to
FY23 forecasts last week: Medibank Private ((MPL)), Temple & Webster ((TPW)), and Qualitas ((QAL)).
This broker's overall market assessment reads a lot different from UBS's:
"We still think it is hard to make a bull case for stocks when valuations are already high, we are early in an
earnings downgrade cycle and the Fed/RBA are likely to tighten further to slow inflation."
Macquarie's forecasts are positioned below consensus for Woolworths ((WOW)), Reece ((REH)), Nine
Entertainment ((NEC)) and Fortescue Metals ((FMG)) suggesting, if Macquarie is correct, heightened risk for
result disappointment.
The opposite might be true for Qantas Airways ((QAN)), Iluka Resources ((ILU)), South32 ((S32)), and Lynas Rare
Earths ((LYC)) where Macquarie's forecasts are above consensus.
Macquarie is also keeping a close watch on inventories with most companies having reported to date showing
higher-than-expected inventories. While the official explanation is usually in reference to preparation for
supply chain bottlenecks, Macquarie nevertheless points out this can be an earnings risk as the cycle slows.
Macquarie's aggregate FY23 EPS forecast for the ASX200 is falling, but at 11.8% the strategists believe it
remains too high for a US recession scenario next year. The FY23 EPS growth forecast for Small Industrials is
now slightly negative.
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****
Equity strategists at JP Morgan, Jason Steed and Emily Macpherson, summarise the running August season
as: Cost, Capex and Conjecture. The latter refers to companies issuing guidance (or not).
Rising costs and the ability to keep a lid on input inflation is dividing corporate Australia in August, suggests JP
Morgan, with the likes of ASX, Domain Holdings Australia ((DGH)) and Transurban in the not-coping-well basket
and the likes of BHP, Brambles, REA Group ((REA)) and Treasury Wine Estates proving they are better suited in
the present environment.
Equally notable is that several companies are ramping up capital expenditure (capex), but it's not always
well-received.
JP Morgan points out higher capex guidance by BHP, Brambles and Sims ((SGM)) was well-received by investors.
More importantly: JP Morgan finds there has been a trend of rising capex in recent years, and while
moderating, this trend is expected to remain at elevated level in Australia.
Steed and Macpherson don't blame most companies for not providing a quantified outlook. They note
Blackmores ((BKL)), Domain Holdings and Seek ((SEK)) gave it a shot, and it was not well-received.
Underlying, both strategists acknowledge, it's not shaping up as an exceptionally great season, but trends
might simply be reverting back to pre-covid averages.
Irrespective, only 17% of reporters by the end of last week had enjoyed upgrades to forecasts by JP Morgan
analysts, and this is well-below historical trends, as well as well-below the 43% that is seeing downgrades.
Some of the notable "beats" to forecasts have been, on JP Morgan's assessment, Brambles, Domain Holdings,
Insurance Australia Group ((IAG)), Medibank Private, REA Group, Suncorp Group ((SUN)) and Telstra.
Key "misses" have been delivered by Aurizon Holdings ((AZJ)), Bendigo and Adelaide Bank ((BEN)),
Computershare ((CPU)), James Hardie, and Magellan Financial ((MFG)).
At face value, analysts at JP Morgan seem a lot less active than their peers at, say, Macquarie with aggregate
bottom-up EPS forecast for FY23 currently sitting at 3.9%, down from 4.1% pre-season.
****
One additional observation to highlight is that companies that should benefit from improving market dynamics
post-covid continue to enjoy market support, even as those companies are tempering analysts' expectations.
Witness, for example, the CSL share price, or Cochlear's ((COH)) in recent days.
In terms of absolute stand-outs, the picking thus far has been extremely slim. Audinate Group ((AD8)) would be
one logical nomination on the positive side with just about everyone in awe of how well management at this
little technology gem has managed the operational headwinds.
Another logical nomination is Pro Medicus ((PME)), though its existence alone triggers heavy-handed debates on
social media about "valuation" and what might already be priced-in.
Among the large caps, both BHP and Telstra rank highly on analysts' nominations, with both surprising
positively with dividends.
Brambles and Carsales ((CAR)) are worth mentioning too, but macro-considerations are ever-present, which
means positive performances from companies including Corporate Travel Management ((CTD)), Super Retail
and Seek are not receiving the rewards they would otherwise enjoy under different circumstances.
This year's tougher environment is preventing many of your typical strugglers to put in a come-back
performance, with the likes of AGL Energy ((AGL)), Appen, Aurizon Holdings, Inghams Group, GWA Group
((GWA)), Magellan Financial, and Pact Group once again proving successfully turning around under difficult
conditions is mostly wishful thinking.
****
FNArena's Corporate Results Monitor is updated daily: https://www.fnarena.com/index.php/reporting_season/
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Recent Weekly Insights:
-https://www.fnarena.com/index.php/2022/08/18/rudis-view-when-forecasts-are-too-high/
-https://www.fnarena.com/index.php/2022/08/11/rudis-view-august-results-first-blood/
-https://www.fnarena.com/index.php/2022/08/04/rudis-view-august-preview-curveballs-profits-opportunities/
-https://www.fnarena.com/index.php/2022/07/28/rudis-view-im-so-bearish-im-bullish/
-https://www.fnarena.com/index.php/2022/07/21/rudis-views-pre-august-observations/
Plus:
-https://www.fnarena.com/index.php/2022/08/10/rudi-interviewed-august-focus-on-quality/
The Real McCoy Rally?
Said strategists at Citi late on Friday Australian time:
"Relative to the apparently more sunny view in financial markets, we remain concerned about the possibility
of further storms ahead.
"While our baseline (modal) forecast sees the global economy narrowly avoiding recession, we judge that the
risks are skewed heavily to the downside.
"These include a sharper-than-projected downturn in the euro area, a failure of the Chinese authorities to
provide sufficient stimulus, and a more-rapid softening in U.S. consumer spending and labor market
conditions.
"Accordingly, we reaffirm our 50% global recession call—and underscore that global recession is a clear and
present danger."
But any optimist would still conclude: 50% chance of a global recession means there is a 50% chance there will
not be a global recession.
And that is the view adopted by Wilsons which then leads to the view the global rally in equities off the June
lows does not by default have to be an ordinary bear market rally.
It is possible, says Wilsons, that this was it, as far as the 2022 bear market is concerned, and we can all relax
and look forward to the next bull market climbing the wall of worries.
Is it really that simple?
Of course not. And Wilsons would not necessarily deny Citi's assessment. It's simply a case of glass half full or
half empty - and both views are equally valid when the odds for a more prolonged bear market are in the hands
of a coin-flip.
What are the necessary conditions that would make this rally more than just a bear market phenomenon?
Inflation, says Wilsons. At its core, it all comes down to how sticky is inflation at this year's elevated highs.
Wilsons' in-house view is that inflation next year, in 2023, will drop sharply and this will create a
fundamentally different dynamic for financial assets.
But in the run-up to 2023, it won't be long before central bankers can start to relax, and this means
government bond yields can settle, and this provides breathing space for equities.
The combination of all of the above is the US, and the world at large, can escape economic recession next
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year. This means corporate earnings can remain relatively resilient. And this translates into less downside for
equity prices.
The flipside is there is less upside, because markets have already recovered a lot from earlier weakness and
equity valuations have never genuinely become 'cheap' this year.
The latter is being referred to elsewhere as a reason why this couldn't possibly be the end of this year's bear
market, but a pragmatic Wilsons is of the view that cheap valuations are not by default the end result of every
bear market.
It won't be this time around if, as today's optimists believe is the case, the 2022 bear market ended in June, at
the same time as global bond yields peaked.
(This story was written on Monday 22nd August, 2022. It was published on the day in the form of an email
to paying subscribers, and again on Thursday as a story on the website).
(Do note that, in line with all my analyses, appearances and presentations, all of the above names and
calculations are provided for educational purposes only. Investors should always consult with their
licensed investment advisor first, before making any decisions. All views are mine and not by association
FNArena's – see disclaimer on the website.
In addition, since FNArena runs a Model Portfolio based upon my research on All-Weather Performers it is
more than likely that stocks mentioned are included in this Model Portfolio. For all questions about this:
info@fnarena.com or via the direct messaging system on the website).
****
BONUS PUBLICATIONS FOR FNARENA SUBSCRIBERS
Paid subscribers to FNArena (6 and 12 mnths) receive several bonus publications, at no extra cost, including:
– The AUD and the Australian Share Market (which stocks benefit from a weaker AUD, and which ones don't?)
– Make Risk Your Friend. Finding All-Weather Performers, January 2013 (The rationale behind investing in
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 $480 (incl GST) for twelve months or $265 for six and can be purchased here (a subscription
to FNArena might be tax deductible):
https://www.fnarena.com/index.php/sign-up/
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SMALL CAPS

Dr Boreham's Crucible: Telix Pharmaceuticals
Telix Pharmaceuticals' prostate cancer imaging product Illucix is quickly conquering the USA, but management
at the firm has (much) higher ambitions.
ASX Code: ((TLX))
Market cap: $2.02bn
Shares on issue: 312,916,341
Chief executive officer: Dr Christian Behrenbruch
Board: Kevin McCann (chair), Dr Behrenbruch, Dr Andreas Kluge (co-founder), Dr Mark Nelson, Oliver Buck,
Jann Skinner, Tiffany Olson
Financials (six months to June 30, 2022): revenue $24.05m (up $21.1m), loss -$70.6m (up 111%), cash of
$122.6m
Major shareholders: Gnosis Verwaltungsgesellschaft (Dr Kluge) 7.39%, Elk River Holdings (Dr Behrenbruch) 7.2%,
Grand Decade (China Grand Pharmaceuticals)* 3.49%
* Last week China Grand disposed of 10m shares, or 47.7% of its holding
By Tim Boreham
To those unfamiliar with nuclear medicine - and we would hazard a guess that’s 99.9999% of the population
(recurring) - one isotope sounds pretty much like the other.
Cancer radiotherapy dates back more than a century and English radiotherapist Frederick Soddy ‘discovered’
isotopes - radioactive versions of an element - in 1913.
So, to layfolk it seems puzzling that Telix Pharmaceuticals has made such a splash entering the US market with
a new isotope for prostate imaging, called Illuccix.
In its early days since approval, Illuccix is selling its pants off, even though there’s one established competitor
in the market and another in the offing.
Improved efficacy aside, Telix chief and co-founder Dr Chris Behrenbruch says it’s all about more convenient
access to the invisible, short-lived rays.
While rival isotopes are produced in costly cyclotrons, Telix’s can be generated at any of the 150 or so ‘nuclear
pharmacies’ scattered across the US (including in hospitals and cancer centres).
“You make it when you need it,” Dr Behrenbruch says.
“[Fast food outlet] Subway is successful because it’s on every street corner. We’re on every corner, which is
really important when you are talking about a product with a couple of hours street life.”
In any event, Illuccix has captured a foot-long market share, having only been launched in the US in early May.
Telix is now eyeing broader geographies, as well as its follow-up isotope to detect renal cancer.
Beyond that, Telix is developing therapeutic - as opposed to diagnostic - products and is confident of having a
glioblastoma treatment to market in about three years’ time.
History
Telix is developing both imaging (diagnostic) and cancer therapies on its molecularly targeted radiation (MTR)
platform.
A relatively new discipline, molecularly targeted radiation allows radioactive isotopes to be delivered to
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A relatively new discipline, molecularly targeted radiation allows radioactive isotopes to be delivered to
biological targets expressed by the cancers. As a result, healthy cells are not irradiated in the process.
Telix was founded in November 2015 by Dr Behrenbruch and Dr Andreas Kluge.
Telix listed in November 2017 after raising $50m at 65 cents apiece. Dr Kluge founded the Dresden-based
radio-pharmaceutical outfit Therapeia, acquired by Telix for a nominal cash sum and the assumption of about
$1m of debt.
Dr Behrenbruch was also the executive director of Factor Therapeutics, which is now known as Dominion
Minerals and fossicks for lime and lithium in the US.
‘Nuff said.
He was also on the board of Amplia Therapeutics.
Chief business officer Dr David Cade joined Telix in October 2019, having been chief medical officer at
Cochlear. Before that, he held senior roles at targeted radiation house Sirtex Medical.
Based in Melbourne, Dr Behrenbruch has been running the US operations for several months, but hopes to
revert to his normal duties after the company recently appointed a “cracking” new Americas head, Kevin
Richardson.

Making it big in the USA …
Telix’s breakthrough moment came in mid-December last year when the US Food and Drug Administration
(FDA) approved Illuccix for prostate cancer imaging.
Australia’s Therapeutic Goods Administration (TGA) approved the product in early November, so we would like
to think the FDA bigwigs took their cue from their antipodean colleagues.
Technically, Illuccix is a kit for preparing gallium-68 gozetotide - more commonly known as a PSMA-11
injection - for positron emission tomography (PET) scans.
Illuccix is indicated for prostate cancer patients suspected of having either metastasized growths or a
recurrence based on elevated PSA (prostate specific antigen) levels.
In the US, Telix competes with Lantheus’s prostate imaging agent Pylarify. In March this year the FDA
approved Novartis’s lutetium-based imaging product, Locametz (PSMA-617).
Dr Behrenbruch estimates the US Illuccix market opportunity at US$1bn to US$1.5bn annually.
“There’s room for plenty of players.”
… and taking on the world
Illuccix is under regulatory review in 17 countries, notably 13 European jurisdictions and the UK.
The company has temporary authorization in Brazil and has submitted a new drug application in South Korea.
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The company has temporary authorization in Brazil and has submitted a new drug application in South Korea.
Illuccix is approved for sale in Australia and New Zealand, while assent is expected in Canada - Dr
Behrenbruch’s birthplace - any day.
“The aim is to get as much global coverage as we can, which is something only we are doing,” Dr Behrenbruch
says.
Europe is a bigger market in volume terms than the US, but not so much in value because of lower
reimbursement. As a rule of thumb, whatever Telix makes in the US, the rest-of-the-world sales should add 40
to 50% more.
“The numbers quickly add up,” he says. “There are probably 20 markets where we can do $5m to $20m of
revenue a year.”
China included …
In 2020, Telix Pharmaceuticals struck an initial 10-year deal with China Grand Pharmaceutical, by which the
Hong Kong-based entity became the exclusive partner to Telix in mainland China, Hong Kong, Macau and
Taiwan.
(The region used to be called ‘greater China’ but there are a few sensitivities around that nomenclature at the
moment).
The China Grand partnership is for an initial 10-year term for any therapies, with the clock to start ticking
after marketing authorization.
The 10-year deal is worth “up to” $445m, with ongoing royalties possibly exceeding this number.
China Grand has submitted an investigational new drug application for Illuccix to China’s medical regulator,
the National Medical Products Administration (NMPA).
It’s also lobbed an application for TLX250-CDx, Telix’s imaging product for renal (kidney) cancer.
This will clear the way for local bridging studies - probably enrolling 100 patients each - to confirm the
FDA-guided trials.
Annually, 115,000 Chinese men are diagnosed with prostate cancer and 75,000 people with renal cancer.
Renal cancer
The company expects TLX250-CDx to be the first imaging agent specifically intended for the non-invasive
assessment of patients with clear cell renal carcinoma, the most common form of kidney cancer.
TLX250-CDx is subject to a phase III registration trial.
Dr Behrenbruch describes kidney cancer imaging as a $US1bn opportunity in the US.
The global trial, called Zircon, has enrolled around 300 patients scheduled for a partial nephrectomy (that is,
the kidney lump is removed by a surgical urologist).
Dr Behrenbruch says the renal imaging market is about the same size as for prostate cancer, with a similar
customer base of clinicians and an “equal unmet medical need”.
In the US, 155,000 kidney cancers are found from abdominal scans targeting other conditions, with a further
55,000 kidney scans at surgical stage.
He says the renal product could be sold by Telix’s existing US Illuccix sales team.
Finances and performance
In the June (second) quarter Telix generated revenue of $22.5m – 10 times the March quarter.
Of this US$13.6m (A$19.3m) derived from maiden Illuccix sales in the US
A key point is that the company had not yet won reimbursement, so sales should rise sharply in the current
quarter.
Pylarify notches up quarterly sales of around $US100m, and broker Taylor Collison reckons Telix is on track to
snare 30% of the market.
Management won’t hazard any forecasts until the sales pattern with full reimbursement is established.
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“Certainty in the first quarter demand exceeded analysts’ estimates and certainly our expectations as well,”
Dr Behrenbruch says.
As of June 30, Telix had $122m in cash, having moved quickly to raise $175m in a placement in January 2022,
shortly after the FDA approval.
Dr Behrenbruch admits it was fortunate the company moved when it did, given the ensuing “brutal” fund
raising conditions for the biotech sector globally. Indeed, the $25m share purchase plan component of the
raising was cancelled, after the market soured.
Over the last 12 months Telix shares have traded between $3.55 (mid-May this year) and a record $8.67
(mid-January this year). The shares traded at a low of 43 cents in early 2018 and no one rang the bell, sadly.
Last Monday, the shares dived as much as 9.5% after China Grand said it had sold 10m of its Telix shares - just
under half its holding - for a $56m profit.
The line from both parties is that China Grand is still very much in love with Telix, but wanted to free some
funds for its clinical programs - some of which are in collaboration with Telix.
Coming up
All up, Telix has more than 20 trials underway, mainly as academic and commercial collaborations the
company does not have to fund directly.
Dr Behrenbruch says he’s “most jazzed up” about a glioblastoma trial, which is entering phase II stage
Another exciting one is a collaboration with Merck, combining targeted radiation with DNA damage repair
inhibitor cells.
While there’s a lot bubbling in the Telix pot, investor attention now focuses on the Zircon results read-out this
year. Given it’s almost September, we shouldn’t have to wait much longer.
Dr Boreham’s diagnosis:
With Illuccix, Telix went from academic proof-of-concept to a commercially-proven product and
reimbursement in the space of three short years.
Without the pandemic the pace might have been even quicker.
Dr Behrenbruch describes Illuccix as a “warm-up act, a way to build capability and relationships with
neurological oncologists”.
The last rock concert he recalls was the Red Hot Chili Peppers at London’s Hyde Park in 2015. But he was more
enamored with the warm-up act: godfather of soul James Brown.
Similarly, Illuccix makes for an impressive preliminary gig and one that recently-listed ASX rivals Clarity
Pharmaceuticals ((CU6)) and Radiopharm Theranostics ((RAD)) could struggle to emulate.
“There are a lot of small companies appearing out of the woodwork that are trying to do what we do,” Dr
Behrenbruch says by way of general observation.
“But it’s really hard to build a global supply chain, which has cost us $100m to develop.”
If the main act - yet to come - is even better, Telix should assume superstar status. Ultimately, the biggest
prize lies in therapeutics rather than diagnostics.
“The company has a lot of momentum and is well capitalized and well and truly on the way to becoming a cash
generative business,” Dr Behrenbruch says.
“The next 18 to 24 months are going to be commercially critical for the company.”
Disclosure: Dr Boreham is not a qualified medical practitioner and does not possess a doctorate of any sort.
He vaguely recalls seeing Cold Chisel in the 1980s as a support act to the touring super-band named … er …
sorry, he can’t remember.
This column first appeared in Biotech Daily
www.biotechdaily.com.au
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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Data#3 Has Growth Locked In For FY23
Supply chain constraints have not hampered Data#3's ability to deliver another record year, with the company
describing constraint-driven backlog as a timing issue that will benefit FY23.
-Data#3 delivered a record result in FY22, despite multiple challenges
-Supply chain issues drove record delivery delays, but left $6m backlog that should benefit FY23
-Sizeable backlog and revenue under contract provides investors with good near-term visibility
By Danielle Austin
Delivery of a record result by cloud computing and ICT solutions provider, Data#3 ((DTL)) has proven the
company's ability to deliver growth despite supply chain constraints that drove record delivery delays in the
year.
The company reported 12% year-on-year growth to both revenue and gross profits, 15% growth to earnings, and
19% growth to profit before tax, earnings per share and dividends per share. Full year cash flow was negative,
impacted by supply chain constraints, but the company attributed this to a timing issue that will reverse in the
first half of FY23.
Supply chain constraints caused a $6m backlog of work that will be carried over into the new year, with the
company noting while this did impact on gross margins in FY22, it will see the company benefit in the coming
year.
Data#3 will enter the new financial year not only with the $6m backlog to be realised, but also with 65% of its
revenue targets already under contract for the year. This combination provides a strong financial starting
position, and with a good level of visibility over the near-term outlook.
Broader industry commentary around demand resilience looks likely to support a continuation of large project
pipelines across the sector.

Market positive on pipeline visibility and further growth in the coming year
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Of FNArena's database brokers, Ord Minnett, Morgans and Morgan Stanley have all updated following the
release of Data#3's results. Two of these brokers are Buy equivalent rated, and one Hold equivalent rated, and
between them have an average target price of $6.94, ranging from $6.42 at the lower end to $7.50.
Noting Data#3's result was indicative of its ability to grow and win market share despite the supply constraints
impacting the industry, Ord Minnett (Buy, with a target price of $7.50) retains a positive outlook on the
company given robust growth and attractive business model.
The broker anticipates 12.8% revenue growth in the coming year, supported by a growing pipeline of digital
transformation projects.
The Ord Minnett analysts did highlight the $6m backlog of work being carried into the new year drove a lower
9.5% gross margin in the second half, but the broker anticipates this will improve to 10.2% in the coming year
as the company's sales mix improves. Only minor changes have been made to earnings forecasts.
Morgans (Hold, with a target price of $6.42) described Data#3's result as hard to fault. This broker expects
supply chain constraints will persist until FY24 when new large scale chip manufacturing plants in Japan and
the US reach first production.
Given this, the broker assumes another backlog in the second half of FY23, but also notes potential for a
demand slowdown as economic conditions weaken.
The Morgans analysts noted the Hold rating is a result of the stock's recent share price strength rather than
performance issues, with the broker preferring to buy at a lower level. Morgans' earnings and earnings per
share forecasts increase 2% and 4% respectively for the coming year.
Already a key pick for Morgan Stanley coming into the reporting season, post-result the broker (Overweight,
with a target price of $6.90) noted it likes the company's competitive position, industry tailwinds, near-term
visibility and longer-term growth opportunities.
This broker particularly highlighted a strong performance from the Services segment, which delivered 39%
growth on the previous comparable period and 18% on the previous half, and that the work backlog suggests
better underlying earnings power.
Morgan Stanley lifts its earnings per share forecasts 2% for both FY23 and FY24, but remains conservative on
including the company's $6m backlog into FY23 forecasts, preferring to see this as a source for upside.
On current consensus forecasts, derived from the three brokers mentioned, Data#3 is expected to grow
earnings per share by 15% in FY23 and by 14.7% the following year. Dividends are projected to grow only a
smidgen slower to 20.3c and 22.8c respectively, implying a yield of 3.3% and 3.7% at today's share price of
$6.20.
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.
FNArenais proud about its track record and past achievements: Ten Years On
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Maas Group Very Confident About Growth
Outlook
After delivering a record year, growth remains in Maas Group's line of sight, with the market anticipating both
organic growth and acquisitions in the year ahead.
-Maas Group delivered 65% year-on-year earnings growth in its full year result
-Civil Construction earnings grew 27%, Construction Materials 78%, and Real Estate 139%
-Company guides to another strong year of growth across all divisions, targeting up to 60% growth
By Danielle Austin
Having delivered a record earnings result in the year past, Maas Group ((MGH)) has guided to strong growth
across all divisions in the coming twelve months, targeting group earnings of $180-200m, reflecting 44-60%
year-on-year growth.
The construction materials, equipment and services provider has an integrated business model, with exposure
across property, civil, infrastructure and mining sectors. On top of a strong focus in regional New South Wales,
the company is also expanding its interests in regional Queensland.
The company’s Civil Construction division delivered 27% year-on-year earnings growth to $50m, the
Construction Materials division delivered 78% earnings growth to $29m, and the Real Estate division delivered
139% earnings growth to $54m, while earnings from the Manufacturing division of $2m marked a decline on the
previous year.
Civil Construction growth was driven by a combination of organic growth and acquisitions as synergies began to
be realised. The outlook for the division looks positive with a number of infra and renewable energy projects in
the pipeline over the next three to five years.
The Construction Materials division also reported a healthy pipeline of acquisitions targeting infra projects that
analysts anticipate will drive vertical integration, with the company already flagging two upcoming acquisitions
for the division. Notably, the performance from Construction Materials in the last year came despite record
rain events and covid headwinds.
The company has also recently announced a $105m placement to fund acquisitions. In addition to the
Construction Materials’ targets mentioned, which have a combined consideration of $110m and completion of
which Maas Group is aiming for in the first half of FY23, the placement will fund the acquisition of an Isaac
Region quarry.
Company founders and management collectively contributed $70m to the raising, which analysts note
demonstrates confidence in the company’s value.
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Preparing for future growth with increased headcount and investment
Of FNArena’s database brokers, both Macquarie and Morgans have updated on Maas Group following the
release of the company’s full year results, as has Moelis. These three brokers are all equivalent Buy-rated, and
have an average target price of $5.71, ranging from $5.60 at the lower end to $5.90.
Macquarie (Outperform, with a target price of $5.90) finds Maas Group continues to confidently execute on its
growth strategy, and expects organic growth will be accelerated by strategic acquisitions moving to enhance
the company’s vertically integrated operations.
The broker found the company’s FY22 earnings of $125.1m to be in line with its own expectations, and noted a
final dividend of 3.5c per share brought the full year payout for investors to 5.5c per share, up 10% on the
previous year.
The broker also noted Maas Group grew its labour force by an additional 600 employees in the year, to a total
1,500, likely to support further growth. The Macquarie analysts note a material softening in regional real
estate demand would present downside risk to the outlook. Earnings forecasts have been largely left unchanged.
Morgans (Add, with a target price of $5.60) noted Maas Group delivered a strong result in FY22, with earnings
beating the broker’s expectations. This broker is forecasting the company can achieve earnings of $201m in the
coming year, which includes a seven-month contribution from announced acquisitions.
The Morgans analysts note uncertainty as to the impact of cost inflation on profitability and the housing market
remains, and expect clarity would benefit stocks in the building materials sector.
Morgans lifts earnings estimates 4.5% and 11.9% in FY23 and FY24 respectively based on company guidance,
after downgrading earnings per share -9.7% in FY23, accounting for the impact of higher interest rates.
Morgans highlighted while solid effort in growing the business has been reflected in earnings growth, it expects
investors will focus more on earnings per share growth moving forward. The broker also noted growth of the
wider Maas Group is partly dependent on growth in the more cyclical Real Estate division, and a material
decline in volumes or prices would impact on profitability.
Not one of the brokers monitored daily by FNArena, Moelis (Buy, with a target price of $5.62) points out the
company delivered a full year result in line with expectations despite weather and covid related impacts.
This broker noted the lower cash conversion rate of just 25%, compared to cash conversion of over 80% in the
preceding two years, though ongoing investment to support growth is primarily responsible.
Moelis anticipates post placement and acquisitions, the company retains balance sheet flexibility. This broker
forecasts Maas Group will achieve earnings of $190.1m in the coming year, noting its forecast does not account
for contributions from any near-term acquisitions, which could offer additional upside.
33

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

34

www.fnarena.com

WEEKLY REPORTS

Weekly Ratings, Targets, Forecast Changes 19-08-22
Weekly update on stockbroker recommendation, target price, and earnings forecast changes.
By Mark Woodruff
Guide:
The FNArena database tabulates the views of seven major Australian and international stock brokers: Citi,
Credit Suisse, Macquarie, Morgan Stanley, Morgans, Ord Minnett and UBS.
For the purpose of broker rating correlation, Outperform and Overweight ratings are grouped as Buy, Neutral
is grouped with Hold and Underperform and Underweight are grouped as Sell to provide a Buy/Hold/Sell
(B/H/S) ratio.
Ratings, consensus target price and forecast earnings tables are published at the bottom of this report.
Summary
Period: Monday August 15 to Friday August 19, 2022
Total Upgrades: 9
Total Downgrades: 33
Net Ratings Breakdown: Buy 57.28%; Hold 35.15%; Sell 7.57%
The busiest week of the August reporting season so far revealed a predominance of ratings downgrades. For
the week ending Friday August 19 there were nine upgrades and thirty-three downgrades to ASX-listed
companies covered by brokers in the FNArena database.
While there were ratings downgrades by two separate brokers for each of Amcor, ResMed and Carsales, results
were in line with analysts’ expectations for the former two and FY22 results for Carsales actually exceeded
broker forecasts.
In each case, the brokers’ 12-month price targets did not justify the prior rating, when compared to current
valuations.
Unfortunately for Beach Energy, dual broker rating downgrades related to operational issues. Higher costs,
including higher tax and restoration expenses resulted in an -8% earnings miss compared to Citi’s forecasts.
The broker downgraded its rating to Neutral from Buy and lowered its target to $1.85 from $2.10.
Macquarie also downgraded its rating to Underperform from Neutral and lowered its target to $1.55 from
$1.85. FY23 production guidance was a -7% miss versus the broker’s forecast, while capital expenditure
guidance was 16% higher than expected.
On the flipside, Seek’s FY22 results were an overall beat and resulted in three separate brokers upgrading
ratings to Buy (or equivalent). While Seek's FY22 result was in line on a net basis, FY23 guidance was much
higher than anticipated.
Morgans pointed to Seek’s ability to raise prices if necessary and UBS estimated shares are trading at a -12%
discount to historical earnings. Ord Minnett also raised its rating for several reasons including prior
management execution, which has resulted in a doubling of Australian revenue in five-years.
The top three percentage upgrades to forecast earnings by brokers last week were Auckland International
Airport, Corporate Travel Management and Transurban.
All three companies operate within industries uniquely impacted by the pandemic and analysts forecasts for
FY22 were accordingly low. Once these forecasts rolled off financial models, and were replaced by sunnier
recovery outlooks for FY23 and onwards, overall forecasts received a boost.
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recovery outlooks for FY23 and onwards, overall forecasts received a boost.
This boost occurred even if those sunnier forecasts were downgraded as a consequence of the reporting season
results/outlooks. By way of example, FY23 guidance for Auckland International Airport missed the consensus
forecast by brokers.
Citi even downgraded its rating to Sell from Neutral on the expectation for rising operational costs and interest
rates, despite a FY22 result that beat the broker’s forecast.
Transurban FY22 result generally met broker forecasts though first-time FY23 DPS guidance of 53cps missed the
60cps expected by consensus. Morgans suggested management is understandably conservative at this point of
the recovery, though Credit Suisse was less forgiving and downgraded its rating to Underperform from Neutral
and lowered its target price to $13.00 from $13.60.
Corporate Travel Management achieved an overall earnings beat versus the consensus forecast. Revenues are
recovering to pre-covid levels across the board with full recovery forecast by FY24, UBS enthused, and
although labour problems remain, management will target productivity gains as an offset.
Coming fourth on the table for the largest percentage increase in forecast earnings was Insurance Australia
Group after in-line FY22 results. Despite a rise in inflation, management expects to sufficiently raise rates to
meet its FY23 margin target of 14%-16%.
Ord Minnett suggested reserves now appear reasonable assuming inflation retreats, and Credit Suisse now
expects a further margin boost in the new financial year. This comes after underlying investment returns and
lower expense ratios delivered an 80bps improvement to underlying margins in the second half of FY22.
Speaking of margins, Temple & Webster delivered a clear earnings beat versus consensus expectations on
improving margins, which demonstrated to Morgan Stanley flexibility and a strong market position.
The broker raised its FY23 earnings forecasts and noted an attractive valuation for a leader in a structurally
growing market, with revenue on track to reach $1bn in five years.
Origin Energy also received earnings upgrades. While FY22 results were generally in line with expectations,
Morgans is increasingly confident the company is through the worst of its exposure to volatile electricity prices
and raised its target to $5.68 from $5.39.
Buybacks were discussed by management though Outperform-rated Macquarie expects special dividends are
more likely. The broker raised its target price to $7.42 from $6.87.
Redbubble also appeared in the table for material forecast earnings upgrades by brokers in the FNArena
database following both in-line FY22 results and the benefit of forecasts for FY22 rolling-off broker financial
models.
UBS adjusted its earnings forecasts for higher gross margins in FY23 and FY24, while Morgan Stanley noted a
June quarter revenue growth rate of 1% compared to -7%, -11% and -28%, respectively, in the prior three
quarters.
On the negative side of the ledger, St Barbara headed up the table for the largest forecast earnings
downgrades by brokers, after a site trip by Ord Minnett reinforced the structural challenges at Gwalia. The
orebody is deep and has a declining grade profile, explains the analyst.
The Hold-rated broker’s FY23/24 earnings forecasts were lowered on higher costs and capital requirements.
While the valuation is considered attractive, and the target was raised to $1.10 from $0.90, risks across the
portfolio remain.
Next on the table was BlueScope Steel after FY22 results exceeded consensus expectations, but first half
guidance disappointed. Macquarie downgraded its rating to Neutral from Outperform and lowered its earnings
per share forecasts by -32%, -19% and -17%, respectively through to FY25.
While the buyback was extended and the dividend was in line, the broker pointed out capex guidance was
again lifted to account for acquisitions and further investment in the US.
Magellan Financial Group also received lower earnings forecasts from brokers last week after FY22 earnings
missed the consensus estimate. The second half dividend also missed Morgan Stanley’s forecast by -10% on
lower performance fees, and the broker sees lumpy downside risks on flows and little offsetting flexibility for
costs.
Broker earnings forecasts for Sims declined last week, despite an in-line FY22 result and a dividend which
surprised to the upside. While the company benefited from higher scrap prices in FY22, management pointed
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to a fall in non-ferrous prices to US$320-US$400/t at the start of FY23 from around US$700/t in March.
Citi also lowered its earnings forecasts for Appen in reaction to the previous week’s half year result and
trading update. Global Services segment revenue is expected to decline by -10% year-on-year in the second
half.
However, with the company's largest customers, Google and Facebook, both indicating slowing headcount
growth and investment, the broker noted further downside risk and downgraded its rating to Sell from Neutral.
Finally, Data#3 received the only material change to price targets set by brokers in the FNArena database last
week, following pre-guided and in-line FY22 results.
Morgan Stanley noted a significant acceleration in services in the second half and raised its target to $6.90
from $6.30, while Morgans found another record result in the face of supply chain pressures hard to fault and
raised its target to $6.42 from $6.27.
Total Buy recommendations take up 57.28% of the total, versus 35.15% on Neutral/Hold, while Sell ratings
account for the remaining 7.57%.
Upgrade
ASX LIMITED ((ASX)) Upgrade to Hold from Reduce by Morgans .B/H/S: 1/4/1
Morgans upgrades its rating for ASX to Hold from Reduce after a recent share price retracement and FY22
results showing top-line growth across all business units. The target is increased to $76.90 from $74.05 on the
result and less conservatism for forecast revenue.
The analyst cautions about elevated risks in the near-term surrounding current large-scale technology
projects. Guidance was for double digit expense growth in FY23 and a circa 14% increase in capex.
BLACKMORES LIMITED ((BKL)) Upgrade to Outperform from Neutral by Credit Suisse .B/H/S: 1/3/1
Blackmores' result missed Credit Suisse on out-of-stocks in Australia, China lockdowns, restoration of incentive
payments and difficult to measure inflationary pressure.
But the broker upgrades to Outperform on the basis that upside risk is greater than downside, suggesting that
through price
increases and cost savings, Blackmores has the chance to pull growth forward.
One key challenge in FY23 is the company will be cycling tough covid comparables for immunity products,
particularly in Indonesia in the September quarter. Target unchanged at $90.
CHALLENGER LIMITED ((CGF)) Upgrade to Neutral from Sell by Citi and Upgrade to Hold from Lighten by
Ord Minnett.B/H/S: 1/6/0
Challenger's FY22 earnings results highlighted previous concerns Citi noted in the earnings profile for the group,
including the shift to shorter dated Life sales which had a negative impact on margins.
The broker also notes, with surprise, the poor outcome from the bank, with the analyst explaining the
goodwill write-off and strategic review pointing to reasons for concern over the state of the
operations. Challenger referring to "dis-synergies rather than the synergies it expected" within the recently
acquired bank.
Citi views the FY23 guidance as disappointing relative to the market, but broadly in line with the broker's
forecasts, leading to a marginal adjustment in earnings forecasts.
The target is upgraded to Neutral from Sell, adjusting to the share price fall and the price target is is lowered
to $6.70 from $6.80.
FY22 pre-tax profit was in line. Guidance for FY23 pre-tax profit of $485-535m is ahead of forecasts, stemming
from Challenger envisaging reduced capital pressure compared with Ord Minnett's prior assumptions.
The capital position included a mark up in property values, which the broker suspects could face a future
reversal if capitalisation rates in the market start to drift lower or credit losses emerge in a meaningful way.
While still cautious about the outlook, given the share price decline Ord Minnett raises the rating to Hold from
Lighten. Target is reduced to $6.20 from $6.40.
DOWNER EDI LIMITED ((DOW)) Upgrade to Outperform from Neutral by Credit Suisse .B/H/S: 4/1/0
Downer EDI's FY22 result outpaced consensus and Credit Suisse's forecasts, which, combined with decent cash
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conversion satisfied the broker given challenging operating conditions.
But FY23 guidance disappointed, falling well shy of consensus and the broker, and EPS forecasts are
downgraded accordingly
Nonetheless, the broker upgrades to Outperform from Neutral, reflecting its appreciation of management,
lower risk profile in comparison to peers, and light capital model, discarding concerns about consensus
downgrades and too high an entry price (after the share price retreat in the June half).
Target price rises to $5.75 from $5.32.
SEEK LIMITED ((SEK)) Upgrade to Add from Hold by Morgans and Upgrade to Buy from Neutral by UBS and
Upgrade to Buy from Accumulate by Ord Minnett .B/H/S: 5/0/1
FY22 results for Seek included a -2% earnings (EBITDA) miss versus the consensus forecast, while revenue was
around 2% above the upper end of management guidance.
A highlight for Morgans was a strong performance by A&NZ, due to robust job advertisement volume growth of
39% and 11% average advertisement yield growth. The rating rises to Add from Hold as it's believed prices may
be raised if necessary to increase yield.
The broker lowers its FY23-FY25 EPS estimates by -7-14%, partly due to the provided FY23 guidance (earnings
of $560m-$590m) and an increased investment spend. The target falls to $29.40 from $32.33.
UBS points to the market's disappointment regarding "potentially bullish" guidance for Seek's FY23 earnings
outlook.
The company reported 11% growth in listings over FY22 with an uptake of Premium ads and higher pricing for
Classic ads, estimated at 5%, ex-discounts for volume.
The analyst views Applications per Ad which reached an historical low will reverse as labour supply pressures
ease.
The broker's earnings forecasts are reduced by -21.9% and -21.3% for FY23 and FY24, respectively, and account
for a -5% and -12% decline in listings volumes over the next two financial years.
On the positive side, UBS is forecasting EDITDA margins to grow 190bs between FY23 and FY26, due to the
strong operating leverage in the business and despite ongoing investment in the platform.
UBS upgrades Seek to Buy from Neutral and sees the stock as trading at a -12% discount to historical earnings.
The price target falls to $27.80 from $32.
FY22 earnings were ahead of Ord Minnett's estimates. Seek's frank discussion regarding the outlook, which the
broker notes incorporated "classic cost creation" in terms of investment for a long-term opportunity,
encountered a surprising amount of criticism.
Hence, the performance of the share price in future will rely on interpretations of management's confidence
that it can execute on the long-term opportunities.
In the company's favour, the broker points out the labour market remains structurally tight and costs come
with benefits from FY24. Rating is upgraded to Buy from Accumulate. Target is lowered to $31 from $35.
TREASURY WINE ESTATES LIMITED ((TWE)) Upgrade to Outperform from Neutral by Macquarie .B/H/S: 5/2/0
Treasury Wine Estates reported a "solid" result according to Macquarie with a consensus beat on after-tax
earnings and EPS, while revenues were in line with expectations.
Of note the broker highlights the ongoing "premiumisation" trend for the business with the Luxury and Premium
categories now contributing 83% of revenues, up 6bp on the year.
Macquarie raises earnings forecasts by 0.8% for FY23 and 0.5%% for FY24 and moves to a more confident stance
on the company after the successful transition away from China alongside good growth opportunities in Asia.
The rating is upgraded to Outperform from Neutral and the price target is raised to $15.00 from $12.55.
See also TWE downgrade.
Downgrade
AUCKLAND INTERNATIONAL AIRPORT LIMITED ((AIA)) Downgrade to Sell from Neutral by Citi .B/H/S: 3/0/1
While Auckland International Airport delivered a beat with its full year results, the company's FY23 net profit
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guidance has disappointed Citi's expectations -32%, and consensus forecasts -47%, underpinned by what the
broker finds conservative passenger assumptions.
While better passenger recovery could allow some upside to guidance, the broker notes rising operational
costs, higher interest and lower retail costs all look likely to drag on earnings, and predicts downgrades to
forecasts across the market.
The rating is downgraded to Sell from Neutral and the target price decreases to NZ$7.24 from NZ$7.55.
AMCOR PLC ((AMC)) Downgrade to Neutral from Outperform by Macquarie and Downgrade to Hold from
Add by Morgans.B/H/S: 2/5/0
Further to the results, Macquarie downgrades to Neutral from Outperform as the stock is now trading close to
its target, steady at $19. Amcor is guiding for 3-8% growth in earnings per share in FY23 and is trading at a 16%
PE premium to global peers.
The outlook remains positive, the broker adds, and defensive growth characteristics continue to be attractive.
Following FY22 results for Amcor, Morgans upgrades its FY23 underlying EPS forecast by 1% and raises its target
to $18.75 from $18.60. The rating falls to Hold from Add, due to a 5% forecast for the 12-month total
shareholder return.
The analyst highlights price/mix was favourable in the Flexibles and Rigid Plastics divisions, due to a stronger
focus on higher-value segments.
FY23 guidance is for constant currency underlying EPS growth of 1-6%, compared to the broker's 4%
forecast. Guidance includes a -4% impact from higher interest costs and a -2% drag from the decision to exit
operations in Russia.
Management announced a US$400m share buyback (US$600m in FY22).
APPEN LIMITED ((APX)) Downgrade to Sell from Neutral by Citi .B/H/S: 0/1/2
While Citi was not surprised by Appen's ad-related revenue declining -8% year-on-year in the first half, the
broker noted a -7% decline in non-ad related revenue and a -52% decline in Global Product revenue were
both less expected.
The broker is predicting Appen's Global Services segment revenue to decline -10% year-on-year in the second
half, but with the company's largest customers, Google and Facebook, both indicating slowing headcount
growth and investment, notes downside risk.
Citi finds Appen's step up in technology platform and go-to-market strategy investment as the right move to
reduce exposure to Big Tech. The broker expects no dividend to be paid in the second half, and reduces the
dividend ratio to 15%.
The rating is downgraded to Sell from Neutral and the target price decreases to $4.40 from $6.60.
AUSTAL LIMITED ((ASB)) Downgrade to Lighten from Hold by Ord Minnett .B/H/S: 3/0/0
Austal expects earnings (EBIT) to be $120.7m in FY22, which would be ahead of Ord Minnett's forecasts and
prior guidance. The substantial uplift is driven by changed assumptions around costs and labour utilisation.
The broker envisages downside risk to market expectations regarding future margins for the business as Austal
transitions from highly profitable LCS vessels to a new steel-based OPC program.
Rating is downgraded to Lighten from Hold and the target is lifted to $2.40 from $2.30.
BAPCOR LIMITED ((BAP)) Downgrade to Hold from Add by Morgans .B/H/S: 5/2/0
Following FY22 results for Bapcor, Morgans expects a solid near-term outlook though assesses a fair valuation,
and downgrades its rating to Hold from Add. The target rises to $7.36 from $7.08.
The results met guidance, with a 2H earnings (EBITDA) improvement of 12.5% half-on-half coming from the
Trade and Specialist Wholesale divisions, which increased by 21% and 17%, respectively.
Management noted a “good start” to FY23, and the focus in the coming year will be upon operational
efficiency.
BENDIGO & ADELAIDE BANK LIMITED ((BEN)) Downgrade to Lighten from Hold by Ord Minnett .B/H/S: 1/2/1
While Bendigo & Adelaide Bank's result beat Ord Minnett on the profit line, and the dividend was as expected,
it was a very soft underlying result with net interest margin falling -11 basis points in the second half, -6bp
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it was a very soft underlying result with net interest margin falling -11 basis points in the second half, -6bp
more than forecast.
This was due to competitive pressures, calling into question the growth strategy that has been pursued by
management, the broker suggests.
The bigger issue for Ord Minnett however was the revelation that Community Bank revenue sharing is likely to
significantly reduce rate leverage – the broker estimating more than one third of the benefit could be given up.
Target falls to $8.70 from $10.60, downgrade to Lighten from Hold.
BEACON LIGHTING GROUP LIMITED ((BLX)) Downgrade to Neutral from Buy by Citi .B/H/S: 1/1/0
While Beacon Lighting continues to execute on its emerging trade business, Citi is concerned about the
company's ability to offset a likely slowdown in its larger retail business over the second half of FY23.
The broker predicts the impacts of rising rates on the housing cycle will be felt more in the second half of
FY23, and will challenge Beacon Lighting in the medium-term.
Having reported flat margin growth in the second half of FY22, Citi is predicting Beacon Lighting will suffer a
-40 basis point decline in the coming year, driven by a declining Australian dollar, higher freight costs and
growth in the lower margin trade segment.
The rating is downgraded to Neutral from Buy and the target price decreases to $2.53 from $3.00.
BEACH ENERGY LIMITED ((BPT)) Downgrade to Underperform from Neutral by Macquarie and Downgrade to
Neutral from Buy by Citi .B/H/S: 3/2/2
Beach Energy has reported net profit of $504m in FY22, missing Macquarie's forecasts by -13%.
The broker noted the dividend was unchanged, and highlights higher capital expenditure costs in the Cooper
Basin, a pending class action and approaching decommissioning provisions are likely encouraging conservatism
from management.
The broker also found FY23 guidance disappointing, with the company suggesting production of 20.0-22.5m
barrels of oil equivalent in the coming year, a -7% miss on Macquarie's forecasts, with capital expenditure of
$800-1,000m, 16% above Macquarie's forecasts.
The rating is downgraded to Underperform from Neutral and the target price decreases to $1.55 from $1.85.
Beach Energy reported FY22 earnings after tax of $504m which came in -12% below Citi's forecasts and -10%
below consensus.
Higher costs, including higher tax and restoration expenses provided for an -8% miss on EDITDA earnings for Citi.
Beach Energy reduced the production guidance to 20.0-22.5MMboe for FY23, which is reliant on Otway
customer nominations.
The broker's earnings forecasts have been reduced by -8% for FY23 and -2% for FY24, following the results, to
reflect higher costs, a downgrade in reserves and risks to the ambitious targets of 28MMboe in FY24.
Citi downgrades the rating to Neutral from Buy and the target price is lowered to $1.85 from $2.10.
BLUESCOPE STEEL LIMITED ((BSL)) Downgrade to Neutral from Outperform by Macquarie .B/H/S: 4/2/0
While BlueScope Steel delivered a beat to Macquarie's expectations in FY22, supported by ongoing strength in
residential demand, the company's FY23 guidance is softer than expected, implying a weak first half according
to the broker.
The company is guiding to earning of $800-900m in the first half, and Macquarie has downgraded its earnings
per share forecasts -32%, -19% and -17% through to FY25. The broker also noted BlueScope Steel lifted capital
expenditure estimates again, accounting for acquisitions and further investment intent in the US.
The rating is downgraded to Neutral from Outperform and the target price decreases to $18.25 from $19.55.
CARSALES.COM LIMITED ((CAR)) Downgrade to Neutral from Outperform by Macquarie and Downgrade to
Neutral from Buy by UBS .B/H/S: 2/3/0
Having pre-released results, Macquarie notes no surprises in Carsales's full year result but highlights FY23
guidance surprised to the upside.
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guidance surprised to the upside.
The broker also noted company commentary that depth penetration will increase as time to sell declines is a
reflection of the less cyclical nature of Carsales, and supports Macquarie's preference for Carsales over other
online classifieds.
The broker highlighted Korean operations as the only soft spot in the update, where Carsales is undergoing its
third year of investment in Dealer Direct, with the company expecting cost growth to exceed revenue in the
coming year.
The rating is downgraded to Neutral from Outperform and the target price increases to $24.40 from $22.00.
Carsales reported in line with guidance provided in late June. Trading commentary indicates positive
momentum across the company's businesses but generally in line with the broker's forecasts.
In addition to updating for the FY22 result, UBS has updated forecasts to reflect the consolidation of Trader
Interactive following the acquisition of the remaining 51% stake Carsales did not previously own, and the
subsequent capital raising.
Dilution from the capital raising more than offsets accretion from the deal, UBS estimates, hence target falls
to $24.60 from $25.00. On recent share price performance the broker downgrades to Neutral from Buy.
CORPORATE TRAVEL MANAGEMENT LIMITED ((CTD)) Downgrade to Hold from Accumulate by Ord Minnett
.B/H/S: 4/3/0
Corporate Travel Management's FY22 net profit was in line with Ord Minnett's expectations. The broker was
impressed with the fourth quarter net profit, that more than offset an aggregate loss for the first three
quarters.
The turnaround was driven by the northern hemisphere while the Australian division reported a materially
lower revenue margin because of limited international travel.
The main challenge is the historical evidence which points to a significant contraction in business travel
expenditure in times of economic downturn. Ord Minnett revises assumptions to reflect this prospect and
downgrades to Hold from Accumulate. Target is reduced to $20.76 from $25.86.
DOMAIN HOLDINGS AUSTRALIA LIMITED ((DHG)) Downgrade to Hold from Buy by Ord Minnett .B/H/S: 2/4/0
Ord Minnett asserts Domain Holdings Australia must absorb incremental costs from recent acquisitions and
offset the prospect for the listings environment to deteriorate.
The broker factors in a -5% decline in listings for FY23 across the business, although notes the first quarter will
be a strong period because of the lockdown on the east coast in the prior comparable quarter.
Amid changing circumstances and increased costs, the broker assesses the risk/reward is fairly balanced at
current levels and downgrades to Hold from Buy. Target is reduced to $4.00 from $4.40.
DATA#3 LIMITED. ((DTL)) Downgrade to Hold from Add by Morgans .B/H/S: 2/1/0
Following a rally in the Data#3 share price, Morgans moves to a Hold rating from Add, while the target rises to
$6.27 from $5.89.
The broker expects few surprises when the company releases its FY22 result today.
GENEX POWER LIMITED ((GNX)) Downgrade to Hold from Add by Morgans .B/H/S: 0/1/0
Morgans lowers its rating for Genex Power to Hold from Add and reduces its target to $0.25 from $0.30
following an increased $0.25 non-binding offer for the company by Skip and Stonepeak.
The board will recommend the offer at the new price, which the analyst understands, given the premium to
the previous share price trading range. However, it's thought the fundamental value still exceeds the bid price.
INSURANCE AUSTRALIA GROUP LIMITED ((IAG)) Downgrade to Hold from Add by Morgans .B/H/S: 4/1/2
Morgans notes the FY22 Insurance Australia Group earnings report came in line with the pre-released
downgrade of $374m, compared to $474m in the previous year.
FY22 numbers were mixed according to the analyst with an improving trend in underlying insurance margins in
2H22, which the company is guiding to continue into FY23 of between 14-16%.
Reserve strengthening and higher natural disasters events were highlighted as providing weakness in FY22.
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Morgans' earnings forecasts are lowered -9% for FY23 and FY24 with reduced estimated investment income and
inflation noted as a key earnings risk.
The price target is reduced to $4.95 from $5.09 and the analyst downgrades the rating to Hold from Add as
the share price has reached the fair value.
IPH LIMITED ((IPH)) Downgrade to Hold from Add by Morgans .B/H/S: 1/1/0
While Morgans makes EPS forecast upgrades following FY22 results for IPH, the rating falls to Hold from Add
after a strong positive share price reaction to an acquisition announcement. The target rises to $10.63 from
$9.52.
The broker likes the highly strategic move into another large secondary market, with the acquisition of
Canada’s leading IP firm, Smart & Biggar for around -$387m (scrip and debt).
Morgans awaits a share price pullback before suggesting another entry point for the shares.
MOUNT GIBSON IRON LIMITED ((MGX)) Downgrade to Neutral from Outperform by Macquarie .B/H/S: 1/1/0
Mount Gibson Iron reported a fire at its Koogan Island crushing plant has caused damage to screening and
conveyor equipment, impacting production capabilities. Macquarie notes this will impact volumes and costs in
the near-term, and the anticipated production ramp-up in the coming half.
While still assessing the damage, the company announced a preliminary plan to process and ship ore at 40%
capacity until repairs are complete. Macquarie decreases near-term production and sales forecasts -38% and
-21%, and lifts cash costs 8% and 10% in FY23 and FY24 respectively.
The rating is downgraded to Neutral from Outperform and the target price decreases to $0.50 from $0.70.
RESMED INC ((RMD)) Downgrade to Neutral from Buy by Citi and Downgrade to Hold from Buy by Ord
Minnett .B/H/S: 3/3/0
According to Citi, ResMed 4Q22 results were in line with consensus but beat on EPS from lower interest and tax
charges.
The broker highlights the surprise results from the "card-to-cloud" devices, which offset the lack of available
telecom chips.
ResMed pointed to ResMed aiming for sustained market share growth from Philips. No guidance for sales from
the recall in FY23 was offered, however the company expects Philips to remain out of the market for another
12 months.
Following the better than anticipated 4Q22 results, Citi's earnings forecasts are raised by 2% and 4%,
respectively for FY23 and FY24.
The target price is raised to $37.00 from $34.50 and the rating is downgraded to Neutral from Buy, due to
valuation.
ResMed's June-quarter net income outpaced Ord Minnett's forecasts but its quarterly dividend fell shy.
While acknowledging ResMed's strong competitive position, the broker believes this upside is priced in and
leaves little room for error.
EPS forecasts fall -1% to -2% in the near term. While sales are tipped to rise, gross margins are forecast to fall
(and have been falling for the past two years due to covid-induced freight costs and a switch to lower margin
devices).
Meanwhile, the acquisition of Medifox has delayed the prospect of a buyback, notes the broker.
Rating downgraded to Hold from Buy. Target price falls to $36.50 form $38.
STEADFAST GROUP LIMITED ((SDF)) Accumulate by Ord Minnett .B/H/S: 4/0/0
Steadfast Group reported full year net profits of $205.4m, compared to Ord Minnett's expected $206.4m, and
announced a final 7.8 cents per share dividend, bringing the full year payout to 13 cents per share.
The broker notes Steadfast Group announced $530m in acquisitions in the coming year. which will be funded by
a $225m capital raising and an increase in debt facilities. Ord Minnett expects strong organic growth to
continue given the strong premium rate environment.
The Accumulate rating is retained and the target price increases to $5.75 from $5.50.
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SIMS LIMITED ((SGM)) Downgrade to Neutral from Buy by Citi .B/H/S: 2/4/0
Citi views the FY22 earnings results from Sims as in line with forecasts with a beat on the 91c dividend, thanks
to a 50c final dividend.
While the company benefited from higher scrap prices in FY22, Sims points to a fall in the non ferrous prices to
US$320-US$400/t at the start of FY23 from around US$700/t in March.
The broker's earnings forecasts are adjusted by -16% and -10% for FY23 and FY24, respectively accounting for
the lower scrap metal prices.
The current share buy-back remains in place, but management will assess the viability going foreward.
The target price is lowered to $16 from $17 and the rating is downgraded to Neutral from Buy,
SUPER RETAIL GROUP LIMITED ((SUL)) Downgrade to Hold from Buy by Ord Minnett .B/H/S: 4/2/0
Super Retail's strong FY22 result and trading update reflects buoyant trading, which Ord Minnett suspects is in
its final stages.
The broker envisages downside risk to consensus expectations in the second half of FY23 and in FY24, as higher
interest rates and pressures on the cost of living become more pronounced.
Rating is downgraded to Hold from Buy as the buffer in the share price to earnings downgrades has been
eroded. Target rises to $11.00 from $10.50.
SEVEN WEST MEDIA LIMITED ((SWM)) Downgrade to Hold from Accumulate by Ord Minnett .B/H/S: 2/2/1
FY22 underlying net profit of $200.8m was marginally below Ord Minnett's forecasts. No dividend was declared.
Of concern to the broker is the sustainability of Seven West Media's current market share amid limited
potential upside to incremental gains.
Moreover, content risk may require the use of balance-sheet capacity and there is a lack of cost flexibility to
offset any weakness in advertising.
On the positive side a share buyback was announced. The broker adjusts revenue expectations to factor in the
outlook and downgrades to Hold from Accumulate, reducing the target to $0.65 from $0.75.
TRANSURBAN GROUP LIMITED ((TCL)) Downgrade to Underperform from Neutral by Credit Suisse .B/H/S:
3/3/1
Transurban reported a weak FY22 result with earnings -5% below Credit Suisse' forecast, mostly due to higher
operating costs and
partly due to weaker traffic. FY23 dividend guidance is -14% below forecast.
The company has guided to higher cost growth in FY23 compared to FY22 due to underlying inflationary
pressures, new asset costs and costs related to early-stage development projects.
While guidance may be conservative, Credit Suisse cuts its target to $13.00 from $13.60 and downgrades to
Underperform from Neutral.
TASSAL GROUP LIMITED ((TGR)) Downgrade to Neutral from Outperform by Credit Suisse .B/H/S: 1/1/0
Tassal Group has accepted the Cooke bid at $5.23 cash.The scheme meeting is expected to be held in
November. Cooke currently has a 10.5% shareholding and the scheme is not subject to financing or due
diligence.
Credit Suisse considers the price fair and, given the background of prior bids, it is highly likely the scheme will
be implemented.
Rating is downgraded to Neutral from Outperform while the target is raised to $5.23 from $4.00. Tassal Group
reported FY22 EBITDA in line with expectations and net profit was modestly ahead.
TEMPLE & WEBSTER GROUP LIMITED ((TPW)) Downgrade to Neutral from Outperform by Credit Suisse
.B/H/S: 1/3/0
Credit Suisse notes growth looks to be slowing for Temple & Webster, with site traffic declining -22%
year-on-year in July. The broker remains positive on the long-term opportunity, but anticipates the company
will suffer slow revenue growth in FY23 as it cycles the higher growth of FY22.
The broker is forecasting Residential, Trade and Commercial revenue growth of 5% year-on-year in FY23
and has updated its earnings per share forecasts -1%, -47% and -26% through to FY24.
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and has updated its earnings per share forecasts -1%, -47% and -26% through to FY24.
The rating is downgraded to Neutral from Outperform and the target price decreases to $4.91 from $9.59.
TREASURY WINE ESTATES LIMITED ((TWE)) Downgrade to Neutral from Buy by Citi .B/H/S: 5/2/0
It appears Citi analysts have been quite pleased with Treasury Wine Estates' FY22 release; in particular the fact
the company managed to grow volumes in Asia ex-China is seen as quite the positive surprise.
But then we get to the 'valuation', plus Citi is worried about ongoing inflationary pressures (potentially
impacting on consumer spending) which might translate into lower margins and a higher cost base.
Also, management has indicated supply chain savings will take a step back in FY23, to generate a better
outcome by FY25. Total weight of premium and luxury products in sales continues to increase, Citi observes.
Downgrade to Neutral from Buy. Target price declines slightly to $13.50 from $13.78.
See also TWE upgrade.
UNIVERSAL STORE HOLDINGS LIMITED ((UNI)) Downgrade to Underperform from Neutral by Macquarie
.B/H/S: 3/0/1
Due to Universal Store's recent share price outperformance and current macroeconomic uncertainty, Macquarie
lowers its rating to Underperform from Neutral, while keeping its $3.50 target price.
The analyst sees a risk of downside to consensus forecasts from cost inflation and potential for deterioration in
demand among youth customers.
VICINITY CENTRES ((VCX)) Downgrade to Neutral from Outperform by Macquarie .B/H/S: 0/5/1
Vicinity Centres's full year funds from operations have beaten Macquarie's forecast by 2.9%, despite some
underlying softness attributed to a second half expenses skew.
The company has provided guidance for the coming year, including $30m in rental relief, largely for small and
medium CBD retailers, significantly higher than Macquarie's anticipated $12m and causing some drag on
guidance.
Macquarie questioned whether rental assistance should be considered transitory or a permanent fixture to
profit and loss reports. The rating is downgraded to Neutral from Outperform and the target price increases to
$2.03 from $2.01.
XERO LIMITED ((XRO)) Downgrade to Underperform from Neutral by Macquarie .B/H/S: 4/0/2
Xero revealed weaker than expected growth in net subscriber additions in the UK which is the company's
second largest market after Australia, at 26% of estimated revenues for FY23, according to Macquarie.
The analyst views the market has yet to discount a potential slowdown in outlook for the international
markets, excluding the UK.
The broker's earnings forecasts are adjusted by -33% in FY23 and -25% in FY24 and sit below consensus earnings
with Macquarie emphasising the sensitivity of the business model to changes in revenue growth, with the
company at very early stages of profitability.
The analyst estimates a -1% revenue miss equates to a -13% downgrade in EBIT.
Macquarie downgrades Xero to Underperform from Neutral and the target price is lowered to $70 from $80.
Total Recommendations

Recommendation Changes
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Broker Recommendation Breakup

Broker Rating
Order
Company
Upgrade
1
ASX LIMITED
2
BLACKMORES LIMITED
3
CHALLENGER LIMITED
4
CHALLENGER LIMITED
5
DOWNER EDI LIMITED
6
SEEK LIMITED
7
SEEK LIMITED
8
SEEK LIMITED
9
TREASURY WINE ESTATES LIMITED
Downgrade
10
AMCOR PLC
11
AMCOR PLC
12
APPEN LIMITED
13
AUCKLAND INTERNATIONAL AIRPORT LIMITED
14
AUSTAL LIMITED
15
BAPCOR LIMITED
16
BEACH ENERGY LIMITED
17
BEACH ENERGY LIMITED
18
BEACON LIGHTING GROUP LIMITED
19
BENDIGO & ADELAIDE BANK LIMITED
20
BLUESCOPE STEEL LIMITED
21
CARSALES.COM LIMITED
22
CARSALES.COM LIMITED
23
CORPORATE TRAVEL MANAGEMENT LIMITED
24
DATA#3 LIMITED.
25
DOMAIN HOLDINGS AUSTRALIA LIMITED
26
GENEX POWER LIMITED
27
INSURANCE AUSTRALIA GROUP LIMITED
28
IPH LIMITED
29
MOUNT GIBSON IRON LIMITED
30
MOUNT GIBSON IRON LIMITED
31
RESMED INC
32
RESMED INC
33
SEVEN WEST MEDIA LIMITED
34
SIMS LIMITED
35
STEADFAST GROUP LIMITED
36
SUPER RETAIL GROUP LIMITED
37
TASSAL GROUP LIMITED
38
TEMPLE & WEBSTER GROUP LIMITED
39
TRANSURBAN GROUP LIMITED
40
TREASURY WINE ESTATES LIMITED

New Rating

Old Rating

Broker

Neutral
Buy
Neutral
Neutral
Buy
Buy
Buy
Buy
Buy

Sell
Neutral
Sell
Sell
Neutral
Neutral
Neutral
Buy
Neutral

Morgans
Credit Suisse
Ord Minnett
Citi
Credit Suisse
Morgans
UBS
Ord Minnett
Macquarie

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

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

Morgans
Macquarie
Citi
Citi
Ord Minnett
Morgans
Citi
Macquarie
Citi
Ord Minnett
Macquarie
UBS
Macquarie
Ord Minnett
Morgans
Ord Minnett
Morgans
Morgans
Morgans
Macquarie
Macquarie
Citi
Ord Minnett
Ord Minnett
Citi
Ord Minnett
Ord Minnett
Credit Suisse
Credit Suisse
Credit Suisse
Citi
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UNIVERSAL STORE HOLDINGS LIMITED
VICINITY CENTRES
XERO LIMITED

Sell
Neutral
Sell

Neutral
Buy
Neutral

Macquarie
Macquarie
Macquarie

Target Price
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
DTL DATA#3 LIMITED.
2
TPW TEMPLE & WEBSTER GROUP LIMITED
3
SDF STEADFAST GROUP LIMITED
4
CAR CARSALES.COM LIMITED
5
SUL SUPER RETAIL GROUP LIMITED
6
IAG INSURANCE AUSTRALIA GROUP LIMITED
7
RMD RESMED INC
8
DOW DOWNER EDI LIMITED
9
ASB AUSTAL LIMITED
10
CSL CSL LIMITED

New TargetPrevious Target Change Recs
6.940
6.095
13.86% 3
6.085
5.860
3.84% 4
6.118
5.900
3.69% 4
23.825
22.983
3.66% 6
12.160
11.833
2.76% 6
4.966
4.883
1.70% 7
36.663
36.125
1.49% 6
6.118
6.040
1.29% 5
2.590
2.565
0.97% 4
324.800
322.320
0.77% 6

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
BPT BEACH ENERGY LIMITED
2
SGM SIMS LIMITED
3
CGF CHALLENGER LIMITED
4
SEK SEEK LIMITED
5
BSL BLUESCOPE STEEL LIMITED
6
DHG DOMAIN HOLDINGS AUSTRALIA LIMITED
7
CTD CORPORATE TRAVEL MANAGEMENT LIMITED
8
XRO XERO LIMITED
9
BHP BHP GROUP LIMITED
10
ASX ASX LIMITED

New TargetPrevious
1.836
16.567
6.714
30.217
20.992
4.217
24.064
97.208
41.742
81.286

Target Change Recs
1.973
-6.94% 7
17.775
-6.80% 6
7.187
-6.58% 7
31.872
-5.19% 6
21.792
-3.67% 6
4.350
-3.06% 6
24.507
-1.81% 7
98.875
-1.69% 6
42.350
-1.44% 6
82.250
-1.17% 7

Earning Forecast
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
AIA
AUCKLAND INTERNATIONAL AIRPORT LIMITED
2
CTD CORPORATE TRAVEL MANAGEMENT LIMITED
3
TCL TRANSURBAN GROUP LIMITED
4
IAG INSURANCE AUSTRALIA GROUP LIMITED
5
TPW TEMPLE & WEBSTER GROUP LIMITED
6
ORG ORIGIN ENERGY LIMITED
7
RBL REDBUBBLE LIMITED
8
HCW HEALTHCO HEALTHCARE & WELLNESS REIT
9
DOW DOWNER EDI LIMITED
10
TWE TREASURY WINE ESTATES LIMITED

New EF Previous EF Change Recs
8.363
-1.563
635.06% 4
71.850
13.883
417.54% 7
24.433
9.224
164.89% 7
30.200
11.929
153.16% 7
7.823
4.963
57.63% 4
40.817
28.456
43.44% 6
-4.500
-7.833
42.55% 3
6.850
5.150
33.01% 3
37.578
29.550
27.17% 5
54.629
44.254
23.44% 7

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
SBM ST. BARBARA LIMITED
2
BSL BLUESCOPE STEEL LIMITED
3
MFG MAGELLAN FINANCIAL GROUP LIMITED
4
SGM SIMS LIMITED
5
APX APPEN LIMITED
6
JBH JB HI-FI LIMITED
7
GOZ GROWTHPOINT PROPERTIES AUSTRALIA
8
SUL SUPER RETAIL GROUP LIMITED
9
SWM SEVEN WEST MEDIA LIMITED
10
ABP ABACUS PROPERTY GROUP

New EF Previous EF Change Recs
0.793
2.218
-64.25% 4
251.017
531.000
-52.73% 6
111.733
216.820
-48.47% 6
150.420
273.540
-45.01% 6
9.133
16.067
-43.16% 3
368.983
478.360
-22.86% 6
20.733
25.233
-17.83% 3
88.967
100.320
-11.32% 6
11.014
12.232
-9.96% 5
18.050
19.450
-7.20% 4
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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: No Response
US President Biden has signed into law an Act that incentivises the US nuclear industry, but uranium markets
slumber on.
-No spot or uranium term market transactions
-Wall Street rollover may spark spot selling
-Germany’s energy crisis
By Greg Peel
US President Joe Biden signed the Inflation Reduction Act – considered ground-breaking for the US nuclear
industry – into law last week after it had been passed through Congress the week before. But given the
response from the uranium spot market, you’d never know it.
For the second week running there were no transactions reported in either the spot or term uranium markets.
Having been unchanged the week before, industry consultant TradeTech’s weekly spot price indicator was
again unchanged last week at US$47.75/lb.
Term price indicators remain at US$51.50/lb (mid) and US$53.00/lb (long term).
While the northern summer is typically a quiet time in uranium markets, one might have expected, given spot
uranium’s newfound status as a volatile, speculative financial instrument, at least something might have
happened.
It may be the case this week, given Wall Street began rolling over on Friday night and accelerated its pullback
last night. Any “risk off” events in financial markets have usually sparked selling in spot uranium.
Wholesale Shock
One trigger for Friday’s sell-off were data showing Germany’s wholesale inflation had hit an extraordinary
37.2% in July – much higher than forecast.
German energy prices have more than doubled since July. Energy producer costs in the country have risen in
response to gas supply shortages driven by Russia's invasion. The result has put pressure on the industrial
sector's productivity and positioned Germany to underperform its G7 peers in terms of overall economic
performance in 2022, according to the IMF.
The desire to achieve energy independence has taken on increasing importance due to Russia's ongoing threats
aimed at energy supply cuts, TradeTech notes. Recent actions to cut off crucial natural gas supplies to a
number of European countries, along with new threats, including unverified reports that it seeks to remove
the Zaporizhzhia Nuclear Power Plant from Ukraine's power grid, continue to damage Russia's reputation as a
reliable fuel supply source.
While US and European utilities may still legally accept deliveries of material from Russia, the hostilities
between Russia and Ukraine and Russia's occupation of the Zaporizhzhia plant are making many question the
wisdom in relying on Russia as a long-term supplier.
Utilities may be largely absent from the spot uranium market, but they have been actively evaluating their
portfolios and pursuing discussions with suppliers in the term market to assess the availability, pricing, and
terms that may be offered should they enter the market formally, TradeTech reports.
This has resulted in sellers raising their offer prices. Both sides of the equation – uranium producers and
consumers – are suffering from the same inflationary pressures as everyone else.
Uranium companies listed on the ASX:
ASX
CODE

DATE

LAST
PRICE

WEEKLY %
MOVE

52WK
HIGH

52WK
LOW

P/E

CONSENSUS
TARGET

UPSIDE/DOWNSIDE
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BKY
BMN
BOE
ERA
LOT
PDN
PEN
VMY

22/08/2022
22/08/2022
22/08/2022
22/08/2022
22/08/2022
22/08/2022
22/08/2022
22/08/2022

0.3000
1.7000
2.3000
0.2500
0.2100
0.6800
0.1600
0.1900

- 5.88%
-13.13%
- 7.94%
0.00%
- 8.33%
- 4.11%
- 5.88%
0.00%

$0.64
$2.29
$3.10
$0.58
$0.46
$1.12
$0.35
$0.33

$0.14
$0.14
$0.16
$0.16
$0.16
$0.46
$0.13
$0.09

$2.600

13.0%

-69.9 $0.800

17.6%

Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
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The Short Report - 25 Aug 2022
See Guide further below (for readers with full access).
Summary:
By Greg Peel
Week Ending August 18, 2022.
Last week saw the ASX200 again continuing its steady rally, tracking Wall Street. The local result season
stepped up the pace last week, but still not to anything like the extent of this week on number of companies
reporting.
As the table below attests, there was not much movement at the higher end but a lot of shuffling about at the
lower end. Only two stocks saw short position movement of one percentage point or more.
The first is Inghams Group ((ING)), which I noted last week saw its position fall in the week before to 5.1% from
7.9% ahead of its result release. Last week Inghams shorts rose to 7.7% from 5.1%, so one can only assume that
was an ASIC data blip.
Less likely to be a blip is a jump in shorts to 11.1% from 6.4% for De Grey Mining ((DEG)). See below.
Weekly short positions as a percentage of market cap:
10%+
FLT
BET
DEG
SQ2
NAN

15.0
12.6
11.1
10.9
10.7

In: DEG
9.0-9.9
LKE, ZIP
No changes
8.0-8.9%
RRL
Out: MP1
7.0-7.9%
MP1, ING, EML, IEL, CCX, CUV
In: ING, IEL, CUV

Out: PNV

6.0-6.9%
BGL, PNV, PBH, TPW, WEB, VUL, BRG, PNI, KGN, 92E
In: PNV

Out: DEG, IEL, CUV, PDN

5.0-5.9%
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AMA, RBL, MFG, JBH, APX, PDN, JHG, BOQ, FFX, CXO, ASM, IMU, UMG
In: ING, PDN, RBL, MFG, JBH, JHG, BOQ

, IMU, UMG

Out: NEA, SBM
Movers & Shakers
Gold Road Resources ((GOR)) has been building a stake in WA gold mining peer De Grey Mining and had taken
its stake to 14.45% ahead of last week. Last week that stake was increased to 19.9%.
The increase was achieved via an aftermarket transaction implemented by Credit Suisse which involved,
according to the AFR, a “derivative”.
If this derivative involved Credit Suisse buying call options on behalf of Gold Road, then it is possible that
between implementing the transaction and completing the deal, Credit Suisse carried a temporary risk which
it hedged by shorting stock.
I am merely speculating, as an old equity options trader myself. Next week’s short position data will hopefully
confirm.
It is surely unlikely a hedge fund, for example, would be looking to naked-short De Grey when there’s a
potential suitor on the loose.
ASX20 Short Positions (%)
Code Last Week Week Before Code Last Week Week Before
ALL

0.2

0.3

NAB

0.9

0.6

ANZ

0.8

0.5

NCM

0.2

0.2

BHP

0.4

0.4

RIO

0.6

0.9

CBA

1.1

0.9

STO

0.1

0.2

COL

0.8

0.7

TCL

0.5

0.5

CSL

0.2

0.3

TLS

0.2

0.1

FMG

1.7

1.6

WBC

1.2

1.1

GMG

1.0

0.8

WDS

0.8

1.0

JHX

0.5

0.5

WES

0.9

0.8

MQG

0.5

0.5

WOW

0.6

0.6

To see the full Short Report, please go to this link
Guide:
The Short Report draws upon data provided by the Australian Securities & Investment Commission (ASIC) to
highlight significant weekly moves in short positions registered on stocks listed on the Australian Securities
Exchange (ASX). Short positions in exchange-traded funds (ETF) and non-ordinary shares are not included.
Short positions below 5% are not included in the table below but may be noted in the accompanying text if
deemed significant.
Please take note of the Important Information provided at the end of this report. Percentage amounts in this
report refer to percentage of ordinary shares on issue.
Stock codes highlighted in green have seen their short positions reduce in the week by an amount sufficient
to move them into a lower percentage bracket. Stocks highlighted in red have seen their short positions
increase in the week by an amount sufficient to move them into a higher percentage bracket. Moves in excess
of one percentage point or more are discussed in the Movers & Shakers report below.
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
51

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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TERMS AND CONDITIONS OF USE, AND DISCLAIMERS
These Terms and Conditions of Use, and Disclaimers constitutes your agreement with FNArena Ltd
with respect to your use of its FNArena website, its weekday news periodical, Australian Broker Call,
as well as any other publications (including articles) FNArena may publish on its website, or
anywhere else, from time to time.
Please read the contents of this page carefully as it contains important legal information and
disclaimers. By entering and perusing the website, reading the Australian Broker Call, or, if you are
subscriber, by entering the password protected part of the website, you acknowledge that you have
read, understood and accept this agreement.
By accepting this agreement you acknowledge, understand and accept the following:
1. Reference to “FN Arena” and “FNArena” means reference to FNArena Ltd, its journalists,
directors, other employees, affiliates, agents, associates and subsidiaries.
2. FNArena Ltd is the owner of the FN Arena website and brand name.
3. Reference to “we” or “us” is reference to FNArena.
4. Reference to “this website” or the “FNArena website” means reference to www.fnarena.com, and
includes reference to FNArena’s weekday news periodical, Australian Broker Call, as well as any
other publications (including articles) FNArena may publish on this website, or anywhere else, from
time to time.
5. Reference to “news periodicals” means reference to FNArena’s weekday periodical, Australian
Broker Call, as well as any other periodicals FNArena may publish from time to time on this website,
or anywhere else, from time to time.
6. Reference to “publications” in this agreement means any material, including articles, published or
put in print on the FNArena website, or anywhere else, whatsoever, and includes FNArena’s
weekday periodical, Australian Broker Call, and any other periodicals FNArena may publish from
time to time.
7. Reference to a “visitor” means, you, a visitor to this website, and includes a subscriber to
Australian Broker Call as well as any other publications or periodicals FNArena may, from time to
time, publish through its website.
8. FNArena is a media company which employs financial journalists to report financial news.
FNArena’s journalists perform the required research and collect the information that is, ultimately,
each day, published on this website and in FNArena’s news periodicals. As is obvious, the process by
which the information is collected and delivered to you is a purely journalistic one and, therefore,
the comments, opinions and recommendations FNArena reports on this website are not the
opinions of FNArena or any of its journalist or other employees. FNArena is ONLY and specifically a

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

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

take responsibility for their quality, content or suitability.
22. FNArena is not responsible for claims made by advertisers on the FN Arena website or in any of
its periodicals. Such advertisements are included solely for the convenience of visitors, and do not
constitute any endorsement by FNArena of any products or services advertised. FNArena does not
check the accuracy of the statements made by the advertisers. You assume sole responsibility for
the access and use of third party links and pointers from the FN Arena website, as well as any
purchases you may make from those third parties (including advertisers).
23. All the content, information and material made available on this website are provided to you “as
is” and without warranty of any kind from FNArena whether express or implied, including, but not
limited to, implied warranties of merchantability and fitness for a particular purpose, title, non‐
infringement, security or accuracy, nor does FNArena endorse or take any responsibility for the
accuracy or reliability of any opinion, advise or statement made through the FN Arena website, its
periodicals, or for making good all or part of any loss and/or damage that may have been caused by
the visitor’s reliance on any information, advise, product or service obtained from a linked website.
24. FNArena is not liable for any copyright infringements incurred by any outside content or
information contributors, or by third parties who have links to this website, or advertise on this
website.
25. FNArena reserves the right to make any and all changes to the FN Arena website, including the
publications and periodicals, at its sole discretion without notice to you. FNArena reserves the right
to deny access to this website or its information to anyone at any time.
26. This agreement shall be deemed to include all other notices, policies, disclaimers, and other
terms contained in the FNArena website, provided, however, that in the event of a conflict between
such other terms and the terms of this agreement, the terms of this agreement shall prevail.
27. FNArena shall have the right, at its discretion, to change, modify, add or remove terms of this
agreement at any time. Changes shall be effective immediately. Notification of any such changes
shall be made herein, therefore, you are strongly advised to read these terms each time you wish to
access the FN Arena website or any periodical.
28. No permission is granted to copy, distribute, modify, post or frame any text, graphics, video,
audio, software code, or viewer interface design or logos. The entire FNArena website, including the
publications and periodicals, is subject to copyright with all rights
reserved. The information contained in the website, including the publications and periodicals, shall
not be published, rewritten for broadcast or publication or redistributed in any medium, or for any
other reason whatsoever, without prior written permission from FNArena.
29. All original content is the copyrighted property of FNArena.
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This Report should be read in conjunction with our terms and disclaimer on page 17. 
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