WEEK 28

STORIES TO READ
FROM FNArena
Friday, 8 July 2022
CONTENTS
AUSTRALIA

Domino’s Extra Topping: Inflation
Protection

1. Brambles: No Plastic, Fantastic
2. Sentiment Wanes For Banking Sector
3. Judo Capital Confident in Rates Leverage
4. Food Delivery & The Post-Lockdown Blues
5. June In Review: ASX Drops In June, Outperforms Globally
over FY22
6. Domino’s Extra Topping: Inflation Protection

WEEKLY REPORTS
7. Weekly Ratings, Targets, Forecast Changes - 01-07-22
8. Uranium Week: Fossil Versus Green
9. The Short Report - 07 Jul 2022
10. In Brief: Investor Confidence, House Prices, Oil Prices,
Discretionary Retailers, Healthcare

TREASURE CHEST
Treasure Chest: Underweight On Origin

11. Treasure Chest: Underweight On Origin

RUDI'S VIEWS
12. Rudi's View: Minus 20%

Rudi's View: Minus 20%

FNArena
Financial News, Data & Analysis

Your editor:
Rudi Filapek-Vandyck

GPO Box 3145 - Sydney NSW 2001
info@fnarena.com

Your dedicated team of journo's:
Greg Peel, Eva Brocklehurst &
Sarah Mills

© FNArena 2021. All Rights Reserved. No portion of this website may
be reproduced, copied or in any way re-used without written
permission from FNArena. All subscribers should read our terms and
conditions.

www.fnarena.com

AUSTRALIA

Brambles: No Plastic, Fantastic
Brokers generally approve of the decision by Brambles not to proceed with plastic pallets for Costco.
-Brambles decides not to proceed with plastic pallet trials
-Credit Suisse believes shares may now reverse an ‘investment discount'
-Has an advantage been handed to US competitors?
-Defensive revenues provide some protection against a US recession
By Mark Woodruff
Brokers generally approve of the decision by pooling solutions company Brambles ((BXB) not to proceed
with plastic pallets supply for Costco’s US supply chain, after a couple of years of trials.
Management indicated the higher cost of plastic pallets relative to wood made any transition prohibitive.
Costco’s transition to another plastic pallet provider over time remains a risk, which Macquarie estimates
would impact around 10% of Brambles’ volume. However, it’s thought the company could pick up new
customers through a transition period, though potentially at lower returns relative to Costco.
Outperform-rated Credit Suisse agrees on the company’s ability to acquire new customers, and doubts if
smaller competitors in the North American market could derive an attractive return, given the relative network
scale advantages of Brambles.
Overall, Macquarie likes the company’s ability to deploy pricing and surcharge mechanisms that enable a
pass-through of cost inflation. In addition, 80% of revenues derive from defensive industries, which is expected
to provide protection should the US enter a recession.
The broker maintains its Neutral rating and reminds investors cash generation is challenged by the volatility of
lumber pricing and ongoing investments directed towards digital and supply chain initiatives.
This cash generation would have been further disrupted had the company decided to invest around
US$450-700m in plastic pallets in North America. Indeed, Credit Suisse now believes a significant discount in
the company’s share price on investment concerns may now reverse.
Morgan Stanley is not so sure on this point, and feels the prospect of a reconsideration by management, should
plastic prices decline, will continue to weigh for shareholders. This is because the cost of plastic pallets, which
has increased by around 50% since September 2001, was a key factor in the decision not to proceed.
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Has an advantage been handed to competitors?
The investment in plastic pallets did not meet Brambles’ 18% hurdle for return on invested capital (ROIC). The
trials showed plastic economics are difficult, even at Costco’s scale and high turn rate.
Credit Suisse estimates the company would need 100% higher unit revenue for plastic pallets compared to
wooden pallets to get a ROIC in the 17-18% range.
While a competitor may have a lower hurdle, UBS feels they would also have higher unit capital costs,
transport costs and loss rates versus CHEP’s existing scale, network and digital investment. Also, given rising
funding costs, it’s considered challenging for anyone to currently supply the required capital.
Citi agrees that an increased cost of capital is one factor that reduces the risk of providing a leg-up to a
competitor. It’s estimated the cost of capital is double digits at least, given rising interest rates, expanding
credit spreads, less liquidity in the system and volatile equity markets.
Outlook
UBS remains Buy-rated on Brambles after the Costco announcement and still expects a substantial free cash
flow recovery in FY23 and FY24, while Ord Minnett cites the recent moderation of lumber costs, a strong
balance sheet and an undemanding valuation to justify its Buy rating.
Jarden, not one of the seven brokers updated daily in the FNArena database, believes investors should be
attracted to the company’s defensive end-market exposure and ability to offset inflationary headwinds.
Based on the replacement value of the company’s global pallet pool and comparable M&A multiples, the
analysts assess the current share price is materially undervalued. The broker’s Overweight rating and 12-month
target price of $11.50 are maintained.
The FNArena database has seven brokers with four Buy (or equivalent) ratings, two Holds and one Sell with an
average target price of $12.14, which suggests 8.4% upside to the latest share price.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Sentiment Wanes For Banking Sector
Market sentiment for the banking sector has declined as investors struggle to balance the positive impact of
rising rates on interest margins with the negative impact on the property and mortgage loan market.
-Market sentiment for banks declines as the Reserve Bank continues to issue rate hikes
-Mortgage growth anticipated to slow and could offset anticipated net interest margin growth
-Commonwealth Bank the least preferred major with brokers
By Danielle Austin
With the banking sector declining -15% in the weeks following an increase to the cash rate by the Reserve Bank
in early June, economists have commented that the market has been quick to price in the impact of further
rate hikes.
While the market had initially been positive on the impact of a rate rising cycle on banking net interest
margins, predictions for a rapid, aggressive rate rising cycle has seen sentiment quickly decline amid concern
of a cooling property market, and the flow on effect to mortgage growth.
While higher interest rates should bolster net interest margins, rapid successive rate hikes are likely to
increase caution in the property market and lead to a notable slowing of mortgage growth rates.
For investors interested in the banking sector, weighing up potential net interest margin growth as rates rise
against a likely slowing property market mortgage growth is something of a balancing act. Analysts note the
sharp decline across the banking sector would suggest sentiment is currently focused on the downside, with
the market seeming to have pivoted from viewing rate rises as positive for bank net interest margins, to
viewing them as likely to weigh on growth in recent months.

Predicting rate rises and mortgage growth
While there is no guarantee as to how high, or how quickly, the Reserve Bank will lift its cash rate, the market
does largely seem to agree that a series of rapid and aggressive rate hikes are ahead.
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does largely seem to agree that a series of rapid and aggressive rate hikes are ahead.
Analysts from Jarden note that borrowing capacity has already declined -10% in the current inflationary
environment, and with banks slowly increasing expense assumptions to account for further inflation
anticipated over the coming year, borrowing capacity will likely fall further.
The broker also notes that consumers appear more concerned about the impact of rate rises on property
prices, rather than on repayments, at this point, and that buyers are showing more caution with loan capacity,
now utilising 80-85% of capacity compared to previous 90-95%.
Analysts from Morgan Stanley calculate that a 2.5% increase to the current cash rate could see the average
variable mortgage rate increase to 5.5% from 3.0%, or an 80% increase to borrowers’ interest payments. The
broker anticipates mortgage growth to slow to between 3.5-6.0%, but expects average loan growth across the
majors of 1.2% across the next two years.
With mortgage growth historically slowing significantly against quick rising cash rates, brokers are also largely
anticipating a more significant slowing of mortgage loan growth than experienced in previous rate hiking cycles.
Morgan Stanley also highlighted with mortgage rates starting from a lower base and cash rate hikes likely to be
larger, a steeper growth decline is anticipated in the current climate, noting mortgage loan growth slowed -5%
and -3.5% respectively during the 1999-2000 and the 2009-2010 successions of rate hikes.
Commonwealth Bank sits bottom of the table for brokers
While the brokers have differing opinions on their top pick for the sector, they almost unanimously name
Commonwealth Bank ((CBA)) as the least preferred stock across the majors. Citi highlighted that CBA
continues to trade at a premium to peers at the moment, but the shift in consumer sentiment could mean a
decline back closer to peers.
With CBA having 72% of its loan book tied to mortgages, the Citi analysts note improved performance from
other banks is the biggest risk to the biggest bank’s valuation decline, and they do expect the other majors will
be able to deliver better core profit growth in FY23 than CBA. Citi prefers both ANZ Bank ((ANZ)) and Westpac
((WBC)).
Jarden notes competition remains intense among the majors, and these banks are defending their market share
with competitive pricing. It expects intense competition for mortgagees will largely offset rate rise driven net
interest margin improvement. National Bank ((NAB)) is Jarden’s top pick, but it places ANZ as its least
preferred, noting the bank continues to struggle for broker business and will need to improve processes to
regain trust.
JP Morgan also listed NAB as its preferred sector pick, and the analysts from Morgan Stanley also have a
preference for NAB. Both named CBA as their least preferred pick across the majors.
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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Judo Capital Confident in Rates Leverage
Recently listed Judo Capital has attempted to sway market sentiment at a recent investor day, confident that
its strategy can quickly capitalise on rising rates to boost interest margins.
-The market looks for reassurance that Judo Capital can leverage rising rates to its advantage
-Unusual business strategy should see short-term benefit for net interest margins
-Cost pressures to weigh in the medium-term, as accelerated recruitment coincides with rising costs of
labour
By Danielle Austin
Sensitivity to rising interest rates was a key point for Judo Capital ((JDO)) at its recent inaugural investor day,
but whether investors will be appeased by the company’s expectations that rising rates will provide material
tailwinds remains to be seen.
The company’s share price has underperformed recently amid market concern around the bank’s ability to
leverage rising interest rates as well as peers, but company management outlined that with 91% of its lending
linked to the bank bill swap rate, and a deliberate balance sheet mismatch, it should experience an immediate
benefit from interest rate hikes.
Given its unusual business structure, Judo Capital management is guiding to a quick, but short-lived, benefit to
its net interest margins from rising rates, with the company suggesting net interest margins will peak between
3-4%.
Judo Capital is a dedicated small to medium enterprise lender, targeting what it considers to be an
under-serviced segment of high-risk high-reward borrowers looking for a better service offering with a more
flexible approach to credit approval.
The company takes a "high-touch", customer-centric approach which has played out positively with the market.
As a cloud native, Judo Capital is unencumbered by legacy platforms, and its simple digital architecture should
drive cost savings according to analysts. Current gross loans of $6bn equate to less than 1% of the market, but
the company is targeting a 2-3% market share.
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High-touch approach means high labour bill
One of Judo Capital’s differentiators from peers is its high-touch approach to customer relations, and the
company appears to have accelerated recruitment efforts, with its 110 bankers and analysts as of April ahead
of its target.
While accelerated recruitment suggests management is preparing for future growth, like the rest of the market
Judo Capital is facing inflationary pressures including increasing labour costs. With the bank’s cost of labour
currently accounting for 60% of the company’s cost base, the company is assuming labour costs will rise 5%
with current inflation.
The four FNArena database brokers who cover Judo Capital are all equivalent Buy-rated on the company with
an average target price of $2.13.
Having recently initiated on the stock, the analysts at Ord Minnett believe Judo Capital will continue to take
share in the small and medium enterprise sector and can achieve its $20bn gross loan goal by FY26. The broker
anticipates margins will increase strongly in FY23 off the back of higher interest rates, but expects the
company’s current rate structure will limit its eventual ability to leverage rate hikes. Ord Minnett is predicting
Judo Capital will achieve a net interest margin of 2.85% in FY24, but does expect its targeted 3.0% margin to
be possible in the longer-term. Ord Minnett initiated with a Buy rating and a target price of $1.70.
The analysts from Citi are anticipating net interest margins will rise from 1.90% in the second half of FY22 to
3.60% in the second half of FY23. They also lowered their earnings per share forecasts -36% in FY22 to account
for the higher labour costs of Judo Capital’s growing workforce, but retain forecasts in FY23 and FY24,
anticipating elevated net interest margins will offset costs. The broker attributes Judo Capital’s recent share
price weakness to investor belief around its lack of leverage to interest rates, and notes the long dated
earnings profile and better leverage elsewhere may keep investors cautious. Citi is Buy rated with a target
price of $1.90.
Macquarie considers the company’s recruitment acceleration a likely indicator that management is anticipating
volume growth. The Macquarie analysts noted that while margins are volatile, underlying trends for the bank
have remained relatively stable, and it remains on track to exceed loan guidance of $6.0bn provided at its
initial public offering. In the medium term, Macquarie finds the targeted 30% cost-to-income ration ambitious
as cost pressures grow into FY23. The broker highlighted that following the company’s recent share price
decline, the risk-reward balance has shifted in favour of the investor. Macquarie is Outperform rated with a
target price of $2.15.
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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Food Delivery & The Post-Lockdown Blues
Australian food delivery start-ups are struggling to raise funds as appetite for takeaways fades.
-Demand for food delivery services has taken a hit post-lockdowns
-Start-up challengers in a battle for survival
-CreditorWatch doesn’t see prospects for the industry improving in the near future
Anna Rzhevkina
Food delivery start-ups in Australia struggle to stay afloat due to growing competition and increasing costs as
consumers return to stores and restaurants after being locked at home during the pandemic.
Two companies, Send and Quicko, have abruptly left the market; others may face funding difficulties as
investors take a more careful approach amid rising inflation and interest rates, analysts say.
In Australia, the food delivery industry is highly concentrated and dominated by three main companies.
Uber Eats has a market share of 52.9%, followed by Menulog with 19% and Deliveroo with 11.7%, according to
IBISWorld data as of the end of 2021. Smaller players, such as Milkrun and Voly, have been trying to challenge
the status quo.
Similar to larger firms, grocery delivery start-ups rely on capturing many users in a short amount of time to win
market share. This prompts them to prioritise revenue and userbase growth over making a profit, often leading
to widening losses.
“The business model assumes that the firm will be able to deliver profitability at a future point in time, once
enough users are secured and competitors either leave the industry or are too small to pose a threat,”
IBISWorld analyst Josh Treisman explains.
The loss-making business model means a constant risk to run out of cash. Start-up Send, which collapsed in
May, spent $11m in just eight months, pushing for aggressive expansion, a report cited by news.com.au
revealed.
Send, which promised to deliver groceries in less than 10 minutes, blamed high expenses on wages and global
challenges, ranging from the war in Ukraine to economic slowdown for its bankruptcy. “Despite attempts by
management to reduce the losses incurred, it is clear that without external funding the company’s business
model was not sustainable,” according to the company.
Venture capitalists do not rush to pour cash into grocery delivery as market growth slows down. While over the
five years through 2021-22 IBISWorld expects industry revenue to increase at an annualised 20.6%, in the five
years through 2026-27 growth is seen at just 1.4%.
In addition, investors generally take a more careful approach as rising inflation hits living standards around the
globe, prompting consumers to spend more cautiously.
“As inflation and interest rates rise, households will be looking to trim the fat, making it increasingly difficult
to justify the extra expense of buying groceries online,” chief executive officer credit reporting group
CreditorWatch CEO Patrick Coghlan told FNArena.
Online grocery companies had the ideal business model during lockdowns but found it difficult to retain
customers since consumers were able to shop at bricks and mortar supermarkets again, Coghlan explains.
In addition, recent data on retail sales indicate consumers prefer to buy their groceries in-store rather than
online. Retail spending rose 0.6% from April and reached the highest level since March 2020 when the
pandemic caused a temporary closure of stores, Australian Bureau of Statistics data show.
Treisman from IBISWorld says the removal of restrictions will likely take some business away from food delivery
firms.
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“At the higher-income bracket, restaurants are projected to emphasise in-person dining experiences as
unique to online food delivery, slowing revenue growth compared to during the height of pandemic-related
restrictions.”

Last year, grocery delivery start-up Voly entered the market with an ambition to grow its user base by offering
15-minute deliveries from a network of warehouses at retail prices.
Similar to other delivery start-ups, Voly needed a huge amount of cash to pay workers and keep operations
running. But, with interest rates rising, venture capitalists were hesitant to invest in the challenging sector.
The April 2022 Business Risk Index by CreditorWatch showed food and beverage services had the highest risk of
payment default over the next twelve months.
In June, Voly closed half its warehouses and cut its staff, prompting questions about the viability of its business
model. The company co-founder Thibault Henry was not immediately available for comments.
Voly’s rival Milkrun recently surprised customers with a letter from a chief executive officer with apologies for
late deliveries. Milkrun CEO and founder Dany Milham said there had been an “unacceptable decline” in
customers’ experience.
Milham explained challenges included COVID-19 cases affecting the availability of staff, record rainfall in
Sydney, and a need to scale a fully employed workforce quickly. “No excuses, you deserve better and I want
you to know that I am committed to ensuring we make good on our promise,” Milham stated in an email to
customers.
At the end of June, Milkrun ditched its promise of 10-minute deliveries to cut spending. The Milkrun site now
says the customers will get their order “in minutes” instead of stating the precise time.
Leaked investor pitch documents obtained by local media showed the company was losing around $10 per
order. In response, Milham told the Sydney Morning Herald the document was from April and out of date.
He admitted the company had been losing $40 per order at one point but said the situation since then
improved considerably. Milham did not reply to FNArena’s request for comments.
On top of financing issues, food delivery firms have to deal with fierce competition as users are willing to
easily switch between platforms. Larger firms such as Uber Eats can counteract this by offering a greater range
of restaurant partners that cater to a wide customer base.
But start-ups may have to lower commissions to remain competitive, limiting market revenue growth,
according to IBISWorld analyst Treisman.
According to Treisman: “Firms are likely to adopt alternative business models, particularly in the smaller
9

start-up space, to try and capture fluid customer bases”.
Regulatory concerns add pressure. Delivery firms cut their costs by relying on independent contractors, not
employees with rights to benefits such as sick leave or minimum wages.
However, the new Labour government has promised a radical overhaul of the employment system to ensure
the safety of employees and fair wages.
The exact timeline for these reforms has not been announced yet. “If new legislation is passed, this would
likely reduce revenue and profitability for operators, significantly impacting the future market growth,”
according to Treisman.
Uber and the Transport Workers Union have recently signed an agreement on proposed employment standards
and benefits - a statement of principles that re-regulate work in the Australian rideshare and food delivery
industry.
The union and Uber also have agreed to jointly support the establishment of a new regulatory body, which will
be responsible for setting minimum earnings and baseline conditions for food delivery gig workers.
With margins tightening, CreditorWatch doesn’t see prospects for food delivery firms improving in the near
future.
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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June In Review: ASX Drops In June,
Outperforms Globally over FY22
While the ASX200 lost -8.8% (total return) over June, the index outperformed most developed and emerging
market peers for FY22.
-The ASX200 lost -8.8% (total return) during June and -6.5% for FY22
-Energy outperformed in June while materials and financials dragged
-Over FY22 utilties and energy performed best, technology the worst
-The major banks lost -14% over June and -8.6% for FY22
-The CRB Commodity Index fell by -8% in June
By Mark Woodruff
Australian stocks lost -8.8% (including dividends) in June, pushing the ASX200 to a loss of -6.5% for FY22, the
sixth worst financial year going back to 1983. Income returns of 4.1% for the financial year proved insufficient
to offset negative price movements.
During June, the ASX200 underperformed the MSCI Developed Markets Index, which lost -8.6% in US dollar
terms, driven by a -8.3% loss for the S&P500.
However, the FY22 performance for Australia was relatively resilient with the ASX200 outperforming most
Developed and Emerging Market peers, which Morgan Stanley attributes to a strong sector weighting for
Resources.
JP Morgan partly credits the outperformance to a stronger relative macroeconomic backdrop, in particular
record high terms of trade. In addition, the broker points out Australia continues to offer significantly higher
dividend yields at 5.1%, versus 2.2% for Developed Markets.
At the beginning of the financial year, interest rate settings were still at stimulatory levels put in place at the
height of the covid emergency. As more people were affected by covid (and then influenza), production was
impeded, causing the supply of goods to fall short of demand.
Beginning in late February, the war in Ukraine only served to push the prices of some goods higher, especially
fuel and energy commodities. As a result, central banks were forced into aggressive rate hikes to address
soaring rates of inflation.
This central bank action led to higher bond yields, reflecting global and domestic economic recoveries from
covid and higher global and domestic inflation, according to CommBank economists.
Ten-year government bond yields lifted from lows of 1.08% on August 23, 2021 to an eight year high of 4.19% on
June 15, 2022 and ended the financial year at 3.66%.
Australia’s inflation expectations hit a 14-year high of 6.7% in June. According to the bank, these expectations,
along with the job market and the path of the global economy, will determine the direction for longer-term
interest rates over the coming year.
Economists at JP Morgan forecast the RBA cash rate will peak at 2.6% in November, and believe this outcome,
along with moderating inflation, would be a clear positive for the Australian equity market.
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June performance
A key driver of a weak performance by the equity market in June was a de-rating of market multiples that also
occurred over the course of the financial year.
In addition, the RBA increased pressure on an already decelerating economy by raising the cash rate in June by
50bps to 0.85%.
This move contributed to a 32bps net rise in the Australian 10-year yield to 3.66%, while the US yield also
increased by a net 13bps to 2.98% (having reached as high as 3.5%), as key inflation metrics continue to
surprise to the upside.
All sectors of the sharemarket lost ground, apart from Energy and Consumer Staples which gained 2.2% and
0.2%, respectively. The worst performing sectors were Materials and Financials which lost -12.4% and -11.9%,
respectively.
Growth outperformed Value in June by 2.3%, though on a 12-month basis Growth still lags.
Large cap indices outperformed the mid and small cap indices, with the Small Ordinaries Index losing -13.1%.
Industrials outperformed Resources, with the spread greatest within small caps.
Commodity prices experienced a broad fall over the month. High US inventories saw Brent crude oil prices pull
back, while iron ore prices dropped as China's economic downturn continues to impact demand and profit
margins in domestic steel mills.
FY22 performance
The ASX200 was above 7,000 for most of the year but was dragged lower by the -8.8% decline in June to close
at 6,568.
The Utilities and Energy sectors were the top performers in FY22, while Technology and Discretionary fell the
most.
At an individual stock level, Woodside Energy Group ((WDS)) and BHP Group ((BHP)) were the top contributors
to performance, while Morgan Stanley notes a significant downturn for bank share prices significantly
weighed upon the index for the month.
The Australian dollar began the financial year around US75.00 cents and ended the year below US69.00 cents.
The high for the year was US76.61 cents on April 5, 2022 and the low occurred just over a month later at
US68.27 cents on May 12.
Commbank finds it remarkable that higher commodity prices didn’t provide a bigger boost to the Australian
dollar, as the Commodity Research Bureau (CRB) futures index lifted by 36% over FY22.
Over the past year the thermal coal price lifted by 186%, the natural gas price (Asian buyers) rose by
196%, cotton climbed by 40%, crude oil jumped by 44% and the wheat price was up by 30%.
However, the iron ore price fell by -40%, while base metals like aluminium, copper and lead all declined by up
to -16%.
Banks
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The major banks lost -14% (total return) over June compared to the -8.8% loss experienced by the ASX200,
while a loss of -8.6% for FY22 was a little worse than the -6.5% loss for the ASX200.
During the financial year National Australia Bank ((NAB)) comfortably outperformed, while ANZ Bank ((ANZ))
and Westpac Bank ((WBC) materially underperformed, points out Morgan Stanley.
Since the start of the RBA tightening cycle, the major banks’ share prices have fallen by around -17%.
Over June, Westpac Bank lost -18.3%, CommBank ((CBA)) -13.4%, Bendigo & Adelaide Bank ((BEN)) -13%,
National Australia Bank -12.4%, ANZ Bank -12% and Bank of Queensland ((BOQ)) lost -11.2%.
While banks are still "cheap" by comparison to relative yields versus the ASX Industrials ex Banks since
2010, Morgan Stanley notes the excess yield versus the 10-year bond yield has fallen to around 2.6% (given the
move-up in long end rates) and is now below the average of around 3.1%.
The small ordinaries
The Small Ordinaries Accumulation Index lost -13.1% in June, underperforming the ASX100 by -4.6
percentage points.
The best sector performance came from Telecommunication Services which lost -4.7%, followed by Health Care
and Consumer Staples which lost -7.0% and -7.2%, respectively.
On the flipside, Materials lost -23.6% and the next worst performing sectors were Information Technology and
Financials which lost -12.8% and -12.7%, respectively.
At the individual stock level (according to JP Morgan data) Tassal Group rose 40% versus the index, Sigma
Healthcare 26% and Audinate (rose by 23.7% versus the index.
Worst performers relative to the index were BWX -42.2%, Zip Co -41.9% and Novonix fell by -34.2%.
REITs
REITs underperformed the ASX200 in June and lost -10.3%, with the RBA’s surprise 50bp interest rate hike
and continued strength in overseas CPI figures weighing on sector sentiment, according to JP Morgan.
Over FY22, ASX200 REITs lost -12.3%, underperforming the broader market which lost -6.5% over the same
period.
None of the ASX200 REITs generating a positive return in June.
Outperformers for the month included Arena REIT ((ARF)) which was unchanged, Cromwell Property Group
((CMW)) -2.4%, Vicinity Centres ((VCX)) -2.9%, Ingenia Communities Group ((INA)) -3.2%, BWP Trust ((BWP))
-3.6% and HomeCo Daily Needs REIT ((HDN)), which lost -3.7%
Underperformers for the month included Home Consortium ((HMC)) which lost -19.5%, Centuria Industrial REIT
((CIP)) -16.8%, Charter Hall Group ((CHC)) -16.6%, Centuria Capital Group ((CNI)) -15.1%, Dexus ((DXS)) -12.7%
and Goodman Group ((GMG)) which lost -12.5%.
Until some form of stabilisation of the long bond occurs, preferably in combination with lower future cash rate
expectations, JP Morgan feels investors will lack confidence when valuing commercial real estate and REITs.
Credit Suisse believes investors (particularly overseas) are starting to see value in the Australian REITs sector.
However, the broker feels there could be net downgrades to consensus earnings forecasts during the August
reporting season due to rising funding costs, and there could be downside risk for many REITs in FY23 from
falling asset valuations.
The analysts prefer Vicinity Centres ((VCX)) over Scentre Group ((SCG)) in Retail due to its lower gearing and
continue to like Stockland ((SGP)) in the diversified space based on its FY23 earnings outlook. Mirvac Group
((MGR)) is also estimated to be cheap on a longer-term view.
From among the fund managers, the broker prefers Goodman Group ((GMG)) and recommends Lendlease Group
((LLC)) for patient investors.
Interest rates
In the US, the 10-year treasury yield rose by 13bps to 2.98%, as the key economic data release of US CPI
reported an 8.6% year-on-year rise, the fastest increase since 1981, points out UBS.
Meanwhile, in Australia the 10-year bond yield climbed by 32bpts to 3.66% as the Reserve Bank raised the cash
rate by 50bps to 0.85%, and as investors priced-in further tightening of monetary policy.
13

rate by 50bps to 0.85%, and as investors priced-in further tightening of monetary policy.
UBS expects the RBA to hike the cash rate by 50bps in August (the broker correctly forecast 50bps on July
5), and then by 25bps each meeting until pausing at 2.6% in November.Cuts in the second half of 2023 are
then expected.
Commodities
The CRB Commodity Index fell by -8% to 291 in June.
Brent crude oil fell by -6.5% to US$114.8/bbl.
The iron ore price fell by -11.9% to $US122/t.
The gold price decreased by -1.6% to US$1,807/oz, as rising global rates remain a headwind, because the
opportunity cost of holding gold increases. On the other hand, holding gold for diversification is considered a
potential tailwind as recession fears increase.
Hard coking coal prices fell by -22.6%, while thermal coal decreased by -9.6% during June.
Foreign exchange
The US dollar Index (DXY), a measure of the value of the US dollar relative to a basket of foreign currencies,
rose by 2.9% to 104.69.
The Australian dollar closed out June at US68.88 cents, down from US71.77 cents at the end of May.
The currency lost -8.4% against the US dollar over the financial year, more a reflection of a stronger
greenback, explains CommBank. The US dollar is just shy of 20-year highs, having risen 13.4% over 2021/2.
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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Domino’s Extra Topping: Inflation Protection
Brokers see upside from Domino’s new delivery fee and other levers to ward off inflation.
-Domino’s introduces a new service delivery fee
-Minimal demand destruction expected
-Morgan Stanley explains how inflation benefits
-Why it’s important to preserve franchisee margins
By Mark Woodruff
While franchisees of Domino’s Pizza Enterprises ((DMP)) have been facing considerable cost pressure via
increased ingredient, energy and wage costs, there are several avenues to support franchisee margins.
Morgan Stanley cites the recent introduction of a 6% delivery fee across the Australian and New Zealand
network as part justification for this view. To the extent that network profitability is maintained, the
company is considered a beneficiary of inflation, given the majority of earnings derive from food margins
and royalties.
In large part, the new fee enables the broker to leave FY23 earnings estimates unchanged, despite also
factoring in higher inflation expectations for the company of 7.5%, up from 5.0%.
While the delivery fee is highly transparent at the point of checkout, Ord Minnett points out it doesn’t impact
upon value messaging achieved via value bundles.
The analysts at Morgan Stanley agree and see only minimal demand destruction from the new fee. This is
because the total cost of a Domino’s delivered pizza is -35% cheaper than the competition. Pizza Hut and Crust
charge a flat $5.00 and $7.00 delivery fee, respectively. On a $30 basket size, Domino’s is estimated to be -12%
cheaper on a total-order cost basis. In addition, it's thought price sensitive customers may avail themselves of
the company’s pick-up service to avoid the surcharge.
However, there is potential for switching into supermarket-based alternatives, including frozen pizza and
cooking at home, cautions Ord Minnett.
UBS cites a number of key advantages Domino’s has over competitors to manage inflation, including (part)
hedging of key commodity costs. Food comprises 32% of the overall cost base for the company, with labour and
mileage combined at around the same level.
Price increases are also occurring. Readers may have received a recent email offer for the most popular
promotion of three delivered pizzas for $33, up from $30. Key price points, such as the value range pizzas at
$5, remain in place, assures the broker.
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Why is it important to preserve franchisee margins?
Preservation of franchisee margins decreases the likelihood of Domino’s having to offer support to the network
via reductions in the food margin.
Morgan Stanley points out the benefit from a delivery fee flows directly through to franchisee margins, which is
not the case for alternative promotion and pricing strategies.
Ord Minnett believes the fee is an important next step in improving franchisee unit economics across the
network after the recent introduction of the $12m/year Ignite program.
The program is designed to improve franchisee economics around network expansion, including fortressing
underpenetrated regions.
Fortressing is the concept of opening new stores within existing territories, explains Morgan Stanley. The
practice shrinks delivery areas, improves delivery times/costs and leads to a better-quality product.
Outlook
Morgan Stanley points out that around 55% of Domino’s Australian and New Zealand sales are delivery based,
and all else being equal, the new delivery fee should increase domestic same store sales (SSS) growth by 3.3%
and group SSS growth by 1%.
The broker also sees inflation as a catalyst for management to increase top-line growth through a combination
of promotion ("more for more") and outright price increases.
In a recent research note, Jarden noted the relative outlook for Domino’s was improving, aided by its ability to
manage inflation better than peers. The potential for margins from Japanese stores to surprise positively in
FY23 was also stated.
The broker, not one of the seven brokers updated daily in the FNArena database, trimmed group store growth
16

projections to reflect risks around potential new store delays due to supply chain and macroeconomic
uncertainty. While the target price was reduced to $93 from $96, an Overweight rating was maintained.
The FNArena database has seven brokers ratings which include five Buy (or equivalent) ratings and two Neutral
ratings. The average target price set by brokers of $91.90 suggests 23% upside to the latest share price.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Weekly Ratings, Targets, Forecast Changes 01-07-22
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 June 27 to Friday July 1, 2022
Total Upgrades: 7
Total Downgrades: 17
Net Ratings Breakdown: Buy 59.06%; Hold 33.95%; Sell 6.99%
For the week ending Friday July 1 there were seven upgrades and seventeen downgrades to ASX-listed
companies covered by brokers in the FNArena database.
As the tables below illustrate, broker target prices and earnings forecasts continue in a firm downtrend.
The largest percentage fall in price target set by brokers last week went to beauty and wellness business BWX,
following a downgrade to full year guidance and the announcement of a $23.2m capital raise to pay down debt.
UBS explained the downgrade was mainly due to a strategic decision to abandon the company's practice of
year-end investment buys. Underperformance in the Digital segment and delays to the US expansion of Mineral
Fusion Wholefoods were also thought to contribute. The broker reduced its target price to $1.20 from $2.55.
Citi downgraded its rating for BWX to Neutral from Buy and slashed its target price to $0.75 from $2.76 after a
change in valuation methodology. The analyst feels a turnaround will be difficult in the face of a weakening
consumer environment and inflationary pressures. It's also thought the put option for the Go-To founders is an
ongoing overhang for the stock.
Macquarie also downgraded its rating to Neutral from Outperform (not shown in the table below due to a data
glitch) and reduced its target to $0.70 from $2.20.
Liberty Financial Group received the second largest percentage fall in price target after Credit Suisse lowered
its target to $4.55 from $7.00, and also reduced its rating to Neutral from Outperform, following an overall
review of the non-bank financial sector.
The review noted funding costs are set to hit net interest margins and loan impairments are expected rise. It’s
felt the funding environment has deteriorated faster than expected and loan growth forecasts are weakening
as higher interest rates and lower property prices come to bear.
As a result, Credit Suisse downgraded FY22-24 EPS forecasts for Liberty Financial by -4%, -28% and -29%,
respectively, though the analyst suggested value remains and risks are already well priced-in to the current
share price.
Auckland International Airport received the largest (and only material) percentage upgrade to forecast
18

earnings. Macquarie suggested near-term earnings will reflect the ongoing international passenger recovery, as
airlines increase capacity and travel restrictions are rolled back. It’s thought international passengers will
match pre-covid levels by late FY24.
The broker pointed out the airport could lift aeronautical pricing by 40% in FY24, while the likely
commissioning of a new domestic jet terminal should also support a material lift to pricing. The Outperform
rating was retained and the target price increased to NZ$8.57 from NZ$7.95.
It was no surprise to see BWX had the largest percentage reduction in earnings forecast. Coming second on the
table was OZ Minerals, following a 2022 guidance downgrade by management.
2022 group copper production guidance was a -9% miss versus Morgan Stanley's forecast. Cost guidance also
missed by the same margin, largely due to lower production and cost inflation, while gold production guidance
was in line with the broker’s estimate.
Both Prominent Hill and Carrapateena first quarter production rates were impacted by covid absenteeism and
flooding, explains Morgan Stanley. Carrapateena was also impacted by equipment failure and lack of equipment
availability.
While some caution is warranted around the short-term outlook for copper, UBS noted OZ Minerals shares are
now trading at a discount to the broker’s amended target price of $23.65, down from $26.50. As a result, UBS
upgraded its rating to Buy from Neutral.
Considering worsening economic conditions, last week Citi reviewed its assumptions regarding the widely
touted infrastructure boom. The analyst felt socially important projects like water security and energy will be
prioritised at the expense of metro road projects, which have had questionable track records in the past.
As NSW transport projects in particular are expected to disappoint, the broker reduced its earnings forecasts
for Boral and downgraded its rating to Sell from Neutral. Citi’s target price was also reduced to $2.57 from
$3.45.
Total Buy recommendations take up 59.06% of the total, versus 33.95% on Neutral/Hold, while Sell ratings
account for the remaining 6.99%.
Upgrade
COLLINS FOODS LIMITED ((CKF)) Upgrade to Add from Hold by Morgans .B/H/S: 2/1/0
Morgans upgrades its rating for Collins Foods to Add from Hold after FY22 results were a 5% beat for earnings
(EBITDA) compared to the prior estimate. KFC Europe was considered the standout performer, and KFC
Australia also performed well.
The analyst feels the current share price represents good value. It's thought consumer demand will remain
resilient and the company will utilise its pricing power to help mitigate inflation.
After applying lower peer company multiples and a higher discount rate, the broker's target price falls to
$11.50 from $14.70.
EVOLUTION MINING LIMITED ((EVN)) Upgrade to Add from Hold by Morgans .B/H/S: 2/4/1
Evolution Mining has downgraded FY22 production guidance and increased all-in sustaining cost (AISC)
guidance. In addition, FY23 and FY24 production guidance has been lowered, driven by the slower turn around
of Red Lake operations.
Morgans lowers its target to $3.23 from $4.45 on valuation. The rating is raised to Add from Hold due to the
recent share price fall, and the broker's view that the market has overreacted on the downside to the lower
guidance figures.
After a series of negative updates across the Gold sector, the analyst feels sentiment is negative and may
worsen with the upcoming 4Q reporting season.
HARVEY NORMAN HOLDINGS LIMITED ((HVN)) Upgrade to Buy from Hold by Ord Minnett .B/H/S: 3/1/1
Following a general re-assessment of the outlook for retailers in Australia, Ord Minnett has cut FY23 and FY24
earnings forecasts by -10-20% for discretionary retailers, and by -5-7% for food and liquor, expecting a softer
demand backdrop.
The broker has also come to the conclusion that in numerous cases, the share prices already reflect such an
outlook.
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Harvey Norman shares have thus been upgraded to Buy from Hold. Target drops to $4.50 from $5.60.
ILUKA RESOURCES LIMITED ((ILU)) Upgrade to Buy from Sell by Citi .B/H/S: 3/2/0
Citi raises its rating to Buy from Sell on Iluka Resources for a number of reasons including a recent share price
fall and an updated valuation for the soon to be demerged Sierra Rutile business. It's also estimated property
statistics out of China are nearing a low.
In addition, a ramp-up in the company's refinery should lead to Iluka becoming a 50% rare earths company,
estimates the analyst, leading to a multiple re-rate. The $10.50 price target is retained.
OZ MINERALS LIMITED ((OZL)) Upgrade to Buy from Neutral by UBS .B/H/S: 2/4/0
While UBS lowers its price target to $23.65 from $26.50 for OZ Minerals on lower earnings forecasts after a
2022 guidance downgrade, the rating rises to Buy from Neutral.
Some caution is warranted on the short-term outlook for copper though the company's shares are now trading
at a discount to the amended target price, explains the analyst.
The company lowered 2022 copper guidance by -8% due to covid absenteeism and weather impacts, as well as
labour and inflationary pressures.
SKYCITY ENTERTAINMENT GROUP LIMITED ((SKC)) Upgrade to Outperform from Neutral by Credit Suisse
.B/H/S: 2/0/0
Following strong trading in the June quarter, Credit Suisse has lifted its full year earnings forecast for SKYCITY
Entertainment, but notes looking forward it anticipates weaker consumer demand to impact on the second half
of 2023.
The broker notes it does anticipate SKYCITY to face material regulatory fines, and notes strong cash flow
generation expected in FY23 should drive a decline in net debt.
Finding the stock now undervalued, Credit Suisse upgrades its rating to Outperform from Neutral while the
target price increases to $2.95 from $2.75.
TABCORP HOLDINGS LIMITED ((TAH)) Upgrade to Outperform from Neutral by Macquarie .B/H/S: 2/3/0
Macquarie expects the launch of Tabcorp Holdings' new wagering app, as well as regulatory reforms, should
see the company be more competitive moving forward.
The broker notes Tabcorp Holdings hopes to launch its app ahead of the September Spring Carnival, with a
focus on a simpler and faster interface.
Macquarie expects Tabcorp Holdings to show more discipline around capital, suggesting the company may look
to service markets like Victoria or Western Australia with a digital product.
The rating is upgraded to Outperform from Neutral and the target price increases to $1.20 from $1.05.
Downgrade
BORAL LIMITED ((BLD)) Downgrade to Sell from Neutral by Citi .B/H/S: 1/2/3
Citi analysts have reviewed their assumptions regarding the widely touted infrastructure boom in light of
changing macro conditions.
Their conclusion is metro projects are most likely at risk, also given questionable track records in the past.
In direct response, the rating for Boral has been downgraded to Sell from Neutral. Price target shifts to $2.57
from $3.60 on reduced forecasts.
BWX LIMITED ((BWX)) Downgrade to Neutral from Buy by Citi .B/H/S: 2/1/0
Following a FY22 guidance downgrade by BWX, Citi downgrades its rating to Neutral from Buy and slashes its
target price to $0.75 from $2.76 after a change in valuation methodology.
The analyst feels a turnaround will be difficult in the face of a weakening consumer environment and
inflationary pressures. It's also thought the put option for the Go-To founders is an ongoing overhang for the
stock.
The broker also sees potential for disappointing revenues given BWX is less likely to invest ahead of the curve.
CENTURIA INDUSTRIAL REIT ((CIP)) Downgrade to Equal-weight from Overweight by Morgan Stanley .B/H/S:
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3/3/0
Morgan Stanley expects increasing interest rates and costs of interest rate hedging will drive increased costs
across its Australian property coverage.
The broker has reduced FY24-25 earnings per share forecasts by an average -8-10% across its coverage, with
stocks with higher existing debt being less impacted.
For Centuria Industrial REIT, the rating is downgraded to Equal-weight from Overweight and the target price
decreases to $3.25 from $4.35.
CHARTER HALL LONG WALE REIT ((CLW)) Downgrade to Equal-weight from Overweight by Morgan Stanley
.B/H/S: 2/3/0
Morgan Stanley expects increasing interest rates and costs of interest rate hedging will drive increased costs
across its Australian property coverage.
The broker has reduced FY24-25 earnings per share forecasts by an average -8-10% across its coverage, with
stocks with higher existing debt being less impacted.
For Charter Hall Long WALE REIT, the rating is downgraded to Equal-weight from Overweight and the target
price decreases to $4.65 from $5.85.
COLES GROUP LIMITED ((COL)) Downgrade to Lighten from Hold by Ord Minnett .B/H/S: 3/2/0
Following a general re-assessment of the outlook for retailers in Australia, Ord Minnett has cut FY23 and FY24
earnings forecasts by -10-20% for discretionary retailers, and by -5-7% for food and liquor, expecting a softer
demand backdrop.
The broker has also come to the conclusion that in numerous cases, the share prices already reflect such an
outlook.
Coles has been downgraded to Lighten from Hold. Price target falls to $17 from $18.20.
CSR LIMITED ((CSR)) Downgrade to Hold from Accumulate by Ord Minnett .B/H/S: 3/3/0
Ord Minnett notes that housing is at a global inflection point as rates rise and early signs of a slowdown are
emerging.
The broker expects earnings are peaking for CSR. Target price falls to $4.65 from $6.30. Rating is downgraded
to Hold from Accumulate.
The broker retains a Hold rating for Boral ((BLD)) and Adbri ((ABC)). Boral's target price falls to $3.15 from
$3.25 and Adbri's target price falls to $2.75 from $3.30.
James Hardie Industries ((JHX)) remains Ord Minnett's sector pick and retains its Buy rating. Target price slips
to $52 from $53.10.
GPT GROUP ((GPT)) Downgrade to Underweight from Equal-weight by Morgan Stanley .B/H/S: 1/3/1
Morgan Stanley expects increasing interest rates and costs of interest rate hedging will drive increased costs
across its Australian property coverage.
The broker has reduced FY24-25 earnings per share forecasts by an average -8-10% across its coverage, with
stocks with higher existing debt being less impacted.
Industry view is In-Line. GPT Group's rating has moved to Underweight from Equal-weight. Price target declines
to $4.30 from $5.51.
HEALTHCO HEALTHCARE & WELLNESS REIT ((HCW)) Downgrade to Equal-weight from Overweight by
Morgan Stanley .B/H/S: 2/1/0
Morgan Stanley expects increasing interest rates and costs of interest rate hedging will drive increased costs
across its Australian property coverage.
The broker has reduced FY24-25 earnings per share forecasts by an average -8-10% across its coverage, with
stocks with higher existing debt being less impacted.
For HealthCo Healthcare & Wellness REIT, the rating is downgraded to Equal-weight from Overweight and the
target price decreases to $1.70 from $2.45.
JB HI-FI LIMITED ((JBH)) Downgrade to Hold from Buy by Ord Minnett .B/H/S: 2/3/1
21

Following a general re-assessment of the outlook for retailers in Australia, Ord Minnett has cut FY23 and FY24
earnings forecasts by -10-20% for discretionary retailers, and by -5-7% for food and liquor, expecting a softer
demand backdrop.
The broker has also come to the conclusion that in numerous cases, the share prices already reflect such an
outlook.
JB Hi-Fi has been downgraded to Hold from Buy. Price target drops to $42 from $62.
LIBERTY FINANCIAL GROUP LIMITED ((LFG)) Downgrade to Neutral from Outperform by Credit Suisse
.B/H/S: 2/1/0
Credit Suisse reviews the non-bank financial sector and spies difficult times ahead as rising funding costs hit
net interest margins, the outlook for credit origination blurs, and the likelihood of loan impairments rises.
The broker says the funding environment has deteriorated faster than expected and that loan growth forecasts
are also weakening as higher interest rates and lower property prices come to bear.
Liberty Financial's EPS forecasts are downgraded -4% in FY22, -28% for FY23 and -29% for FY24, but the broker
says value remains and recognises risks are already amply priced in to the current share price.
Rating downgraded to Neutral from Outperform. Target price cut to $4.55 from $7.
METCASH LIMITED ((MTS)) Downgrade to Neutral from Outperform by Credit Suisse .B/H/S: 3/2/0
Credit Suisse has been surprised by the extent to which Metcash outperformed in the second half, particularly
noting an acceleration in market share gains by IGA during the fourth quarter was in opposition of market
expectations that the brand would lose market share post-covid.
The broker does expect IGA to lose some ground to competitors as inflation drives an increase in value
consciousness from consumers, but notes the company is more leveraged to food inflation than peers and
inflation should benefit the company's profit line.
The rating is downgraded to Neutral from Outperform and the target price decreases to $4.67 from $4.70,
largely on a reduction to the multiple used in the Hardware pillar.
NATIONAL STORAGE REIT ((NSR)) Downgrade to Underweight from Equal-weight by Morgan Stanley .B/H/S:
1/2/1
Morgan Stanley expects increasing interest rates and costs of interest rate hedging will drive increased costs
across its Australian property coverage.
The broker has reduced FY24-25 earnings per share forecasts by an average -8-10% across its coverage, with
stocks with higher existing debt being less impacted.
National Storage REIT has been downgraded to Underweight from Equal-weight with a revised price target of
$2.15 from $2.50. Industry view is In-Line.
NRW HOLDINGS LIMITED ((NWH)) Downgrade to Neutral from Outperform by Macquarie .B/H/S: 1/1/0
Macquarie has made downgrades across its mining services outlook as cost and labour headwinds, and
increasing competition, continue to impact on margins. In a worst-case scenario, the broker notes
labour shortages could see providers default on contracts.
The broker notes renewed spend in iron ore in the Pilbara will be a key catalyst for NRW Holdings, but expects
development are 6-12 months away, leaving risk of a short-term earnings gap.
The rating is downgraded to Neutral from Outperform and the target price decreases to $1.80 from $2.30.
PREMIER INVESTMENTS LIMITED ((PMV)) Downgrade to Hold from Accumulate by Ord Minnett .B/H/S: 4/2/0
Following a general re-assessment of the outlook for retailers in Australia, Ord Minnett has cut FY23 and FY24
earnings forecasts by -10-20% for discretionary retailers, and by -5-7% for food and liquor, expecting a softer
demand backdrop.
The broker has also come to the conclusion that in numerous cases, the share prices already reflect such an
outlook.
Premier Investments has been downgraded to Hold from Accumulate. Price target drops to $20.50 from $33.40.
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TYRO PAYMENTS LIMITED ((TYR)) Downgrade to Neutral from Outperform by Macquarie .B/H/S: 4/1/0
Tyro Payments looks to achieve a full year total transaction value of $34.4bn, a miss on Macquarie's expected
$35.2bn but the broker notes the discrepancy is not indicative of an economic slowdown.
Macquarie notes weekly total transaction values have held up, as merchant growth and price inflation offsets
cost of living pressures. The broker has reduced its expected total transaction value per terminal for three
halves from the second half of FY23 to account for a period of subdued economic activity.
The rating is downgraded to Neutral from Outperform and the target price decreases to $0.75 from $2.15. The
broker notes an increasingly competitive environment will make it hard for Tyro Payments to re-rate in the
near term.
WESFARMERS LIMITED ((WES)) Downgrade to Lighten from Hold by Ord Minnett .B/H/S: 2/1/2
Following a general re-assessment of the outlook for retailers in Australia, Ord Minnett has cut FY23 and FY24
earnings forecasts by -10-20% for discretionary retailers, and by -5-7% for food and liquor, expecting a softer
demand backdrop.
The broker has also come to the conclusion that in numerous cases, the share prices already reflect such an
outlook.
The rating for Wesfarmers has been downgraded to Lighten from Hold, with a price target of $41.20, down
from $51.80 previously.
WOOLWORTHS GROUP LIMITED ((WOW)) Downgrade to Hold from Accumulate by Ord Minnett .B/H/S: 1/3/2
Following a general re-assessment of the outlook for retailers in Australia, Ord Minnett has cut FY23 and FY24
earnings forecasts by -10-20% for discretionary retailers, and by -5-7% for food and liquor, expecting a softer
demand backdrop.
The broker has also come to the conclusion that in numerous cases, the share prices already reflect such an
outlook.
Woolworths has been downgraded to Hold from Accumulate. Price target falls to $35.40 from $40.
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Upgrade
1
COLLINS FOODS LIMITED
2
EVOLUTION MINING LIMITED
3
HARVEY NORMAN HOLDINGS LIMITED
4
ILUKA RESOURCES LIMITED
5
OZ MINERALS LIMITED
6
SKYCITY ENTERTAINMENT GROUP LIMITED
7
TABCORP HOLDINGS LIMITED
Downgrade
8
BORAL LIMITED
9
BWX LIMITED
10
CENTURIA INDUSTRIAL REIT
11
CHARTER HALL LONG WALE REIT
12
COLES GROUP LIMITED
13
CSR LIMITED
14
GPT GROUP
15
HEALTHCO HEALTHCARE & WELLNESS REIT
16
JB HI-FI LIMITED
17
LIBERTY FINANCIAL GROUP LIMITED
18
METCASH LIMITED
19
NATIONAL STORAGE REIT
20
NRW HOLDINGS LIMITED
21
PREMIER INVESTMENTS LIMITED
22
TYRO PAYMENTS LIMITED
23
WESFARMERS LIMITED
24
WOOLWORTHS GROUP LIMITED

Buy
Buy
Buy
Buy
Buy
Buy
Buy

Neutral
Neutral
Neutral
Sell
Neutral
Neutral
Neutral

Morgans
Morgans
Ord Minnett
Citi
UBS
Credit Suisse
Macquarie

Sell
Neutral
Neutral
Neutral
Sell
Neutral
Sell
Neutral
Neutral
Neutral
Neutral
Sell
Neutral
Neutral
Neutral
Sell
Neutral

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

Citi
Citi
Morgan Stanley
Morgan Stanley
Ord Minnett
Ord Minnett
Morgan Stanley
Morgan Stanley
Ord Minnett
Credit Suisse
Credit Suisse
Morgan Stanley
Macquarie
Ord Minnett
Macquarie
Ord Minnett
Ord Minnett

Target Price
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
MTS METCASH LIMITED
2
IGO IGO LIMITED
3
TAH TABCORP HOLDINGS LIMITED

New TargetPrevious
4.694
13.258
1.120

Target Change Recs
4.190
12.03% 5
12.490
6.15% 6
1.080
3.70% 5

Negative Change Covered by > 2 Brokers
Order Symbol
1
2
3
4
5
6
7
8
9
10

BWX
LFG
HCW
TYR
BLD
SGR
PMV
CLW
GPT
ANZ

Company
BWX LIMITED
LIBERTY FINANCIAL GROUP LIMITED
HEALTHCO HEALTHCARE & WELLNESS REIT
TYRO PAYMENTS LIMITED
BORAL LIMITED
STAR ENTERTAINMENT GROUP LIMITED
PREMIER INVESTMENTS LIMITED
CHARTER HALL LONG WALE REIT
GPT GROUP
AUSTRALIA AND NEW ZEALAND BANKING GROUP
LIMITED

New
Target
0.883
5.600
2.097
2.686
2.978
3.860
26.350
5.042
4.897
27.664

Previous
Change Recs
Target
2.503 -64.72% 3
6.417 -12.73% 3
2.347 -10.65% 3
2.966
-9.44% 5
3.242
-8.14% 6
4.188
-7.83% 5
28.500
-7.54% 6
5.282
-4.54% 5
5.098
-3.94% 6
28.521
-3.00% 7

Earning Forecast
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
AIA
AUCKLAND INTERNATIONAL AIRPORT LIMITED
2
MTS METCASH LIMITED
3
SGR STAR ENTERTAINMENT GROUP LIMITED
4
CAR CARSALES.COM LIMITED
5
PLS PILBARA MINERALS LIMITED
6
IGO IGO LIMITED

New EF Previous EF Change Recs
-0.399
-0.516
22.67% 4
30.334
28.694
5.72% 5
-2.040
-2.160
5.56% 5
68.705
66.317
3.60% 6
20.430
19.780
3.29% 4
54.132
53.298
1.56% 6
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7
8
9
10

HCW
GOZ
COE
WOW

HEALTHCO HEALTHCARE & WELLNESS REIT
GROWTHPOINT PROPERTIES AUSTRALIA
COOPER ENERGY LIMITED
WOOLWORTHS GROUP LIMITED

6.900
25.233
-10.720
121.917

6.800
24.900
-10.860
120.417

1.47%
1.34%
1.29%
1.25%

3
3
5
6

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
BWX BWX LIMITED
2
OZL OZ MINERALS LIMITED
3
BLD BORAL LIMITED
4
AX1 ACCENT GROUP LIMITED
5
TYR TYRO PAYMENTS LIMITED
6
AGL AGL ENERGY LIMITED
7
XRO XERO LIMITED
8
LLC LENDLEASE GROUP
9
CKF COLLINS FOODS LIMITED
10
HVN HARVEY NORMAN HOLDINGS LIMITED

New EF Previous EF Change Recs
-4.233
8.100 -152.26% 3
135.343
159.357
-15.07% 7
4.757
5.523
-13.87% 6
8.575
9.500
-9.74% 4
-2.862
-2.622
-9.15% 5
34.343
37.605
-8.67% 5
32.436
34.934
-7.15% 6
37.402
39.162
-4.49% 6
47.000
48.867
-3.82% 3
50.476
52.476
-3.81% 5

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: Fossil Versus Green
Action from the US Supreme Court last week has sent shock waves through the US green energy markets, while
utilities are now even more urgently seeking secure supply.
-SCOTUS rules in favour of US fossil fuels
-US government begins to build strategic uranium reserve
-Stranded Canadian ship still causing angst
By Greg Peel
The US Supreme Court last week ruled that the US Congress did not give environmental regulators broad
authority to author regulations aimed at utilities and their carbon emissions. The ruling is expected to have
far-reaching impacts on government regulatory bodies, uranium industry consultant TradeTech suggests, and
their authority to combat climate change by forcing a shift from coal to other forms of energy production
through US state-level emissions reduction targets.
The Court's conservative majority agreed the US Environmental Protection Agency had overstepped its
authority in enforcing its Obama-era environmental regulations, and that Congress is the rightful body to
incept and authorize such regulations. While the specific case in question targeted former President Obama's
already-repealed Clean Power Plan, last week's ruling sent shock waves through both the environmental and
power generation lobbies, TradeTech notes, as it more narrowly defines the EPA's authority.
On the flipside, several agreements have recently emerged in support of nuclear power, including a
wide-reaching joint statement made by several pro-nuclear groups at the recent G7 summit that began in
Germany.
However, proposed reactor builds will depend not only on supportive finance rules, such as the EU’s green
investment taxonomy, but also on supportive pricing structures in electricity markets, such as those developing
in the US, TradeTech notes.
Unregulated electricity markets have put nuclear power at a unique disadvantage and led to several premature
plant closures. This is a choice rather than an inevitability.
The Matter of Supply
Last week the US Department of Energy issued Requests for Proposals for the sale of up to 1mlbs U3O8 for the
purpose of the government’s intention to build a strategic uranium reserve. Individual awards will range from
100,000 to 50,000lbs U3O8, and must come only from US domestic producers.
While that’s good news for US producers, it comes at a time when utilities across the globe are urgently trying
to secure their own uranium supplies as the fallout from Russia’s invasion continues.
As reported last week, the Canadian government’s new laws regarding dealings with Russia have led to a
Canadian-owned cargo ship at the port of St Petersburg being unable to load up with previously contracted
uranium bound for US utilities, lest it be in breach of the law. The nuclear power industry has feared such
government intervention would soon emerge, despite US sanctions not (yet) being forthcoming.
The Russian and US parties are considering alternative solutions to delivering the contracted cargo, such as
chartering another vessel, which would come at a much higher cost, or asking the Canadian government for an
exemption in this one case.
It would likely be the final case involving a Canadian-owned vessel, and has only served to heighten urgency
among utilities to find alternative, and secure, sources of uranium. Buyers across all regions have begun
making commitments to encourage emerging suppliers and those with mining projects in care & maintenance
to enter production.
Price Impact
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The Canadian episode has resulted in sellers backing off their offer prices in the volatile spot market, as it
appears already contracted uranium supply from Russia is at risk, let alone there being no interest in new
contracts with Russia.
TradeTech’s weekly spot price indicator last week rose US$2.75 to US$50.50/lb.
In the term uranium market, five transactions were reported in the month of June calling for delivery of
material in the mid-term period. In addition, a number of utilities continue to pursue other means to hedge
their portfolios against potential supply interruption of deliveries from Russia, including exercising options and
upward quantity flexibility.
TradeTech’s mid-term price indicator has risen US$1.00 from end-May to US$52.00/lb, and the same move is
seen in the long-term price to US$53.00/lb.
Uranium companies listed on the ASX:
ASX
CODE
BKY
BMN
BOE
ERA
PDN
PEN
VMY

DATE
04/07/2022
04/07/2022
04/07/2022
04/07/2022
04/07/2022
04/07/2022
04/07/2022

LAST
PRICE
0.3500
0.1900
1.8800
0.2100
0.5900
0.1700
0.1900

WEEKLY %
MOVE
0.00%
- 5.26%
- 7.77%
10.53%
- 9.52%
0.00%
0.00%

52WK
HIGH
$0.64
$0.44
$3.10
$0.58
$1.12
$0.35
$0.33

52WK
LOW
$0.14
$0.12
$0.14
$0.16
$0.41
$0.12
$0.09

P/E

CONSENSUS
TARGET

UPSIDE/DOWNSIDE

$2.600

38.3%

-61.1 $0.800

35.6%

Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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The Short Report - 07 Jul 2022
See Guide further below (for readers with full access).
Summary:
By Greg Peel
Week Ending June 30, 2022.
After bottoming the week before, last week the ASX200 attempted a recovery but the going was tough given
steep falls in commodity prices.
The week before’s big Fed-related fall saw a lot of short-covering among ASX stocks as noted in last week’s
Report. Last week saw a lot of action, as the table below indicates, but more of a shuffling of the deckchairs.
No stock fell out of the bottom of the 5%-plus table.
Two stocks came in, being JB Hi-Fi ((JBH)) at 5.1% and Adairs ((ADH)) at 6.1%.
There has been much talk lately among analysts who, in assessing the likelihood of stagflation and the
possibility of recession, have warned discretionary retail is one sector destined to suffer under such conditions,
as consumers cut down on non-necessities.
Note that this does not include what have been coined “staple discretionary” stocks, such as Domino’s Pizza
((DMP)).
JB Hifi and Adairs fall into this category, as do Kogan ((KGN)), Citi Chic Collective ((CCX)) and Temple &
Webster ((TPW)), all of which saw increases in short positions last week.
We could also add Block ((SQ2)) to that list by its consumer connection.
On the other hand, seriously beaten down tech names have enjoyed newfound buying in the US on the
assumption (a) valuations are just too low and (b) the Fed will have to pause its aggressive rate hikes, as
suggested by -50 points fall in US bond-yields from their peaks.
The same sentiment has thus flowed through to the ASX, where we see short position decreases in the likes of
Appen ((APX)), PointsBet Holdings ((PBH)), and biotechs Mesoblast ((MSB)) and Imugene ((IMU)).
PointsBet shorts fell to 6.5% from 8.1%.
Imugene shot up 45% one day last week after releasing positive trial results, but its shorts only fell to 5.7%
from 6.0%.
Of course, the 2022 experience to date suggests everything could just as easily go the other way next week.
Weekly short positions as a percentage of market cap:
10%+
FLT
BET
NAN
SQ2

16.2
12.4
11.9
10.2

In: SQ2
9.0-9.9
No stocks
Out: SQ2, EML, RRL
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Out: SQ2, EML, RRL
8.0-8.9%
EML, PNV, RRL, KGN
In: EML, RRL

, KGN

Out: WEB, PBH, MSB

7.0-7.9%
LKE, MSB, CXO, ZIP, ING, OBL
In: MSB, CXO

Out: KGN, PDN

6.0-6.9%
PDN, CCX, IEL, CUV, PBH, AMA, BGL, NEA, VUL, ADH, TPW, NHC, MP1
In: PBH, PDN, CCX, ADH, TPW, NHC

Out: CXO, APX, IMU

5.0-5.9%
APX, SBM, IMU, PNI, BOQ, MFG, FFX, PME, SYR, ANN, HUM, JBH
In: APX, IMU

, SYR, JBH

Out: NHC, TPW, CCX

Movers & Shakers
All covered above.
ASX20 Short Positions (%)
Code Last Week Week Before Code Last Week Week Before
ALL

0.3

0.4

NAB

0.5

0.6

ANZ

0.4

0.5

NCM

0.6

0.8

BHP

0.2

0.3

RIO

0.6

0.6

CBA

0.8

0.7

STO

0.3

0.3

COL

0.7

0.6

TCL

0.7

0.7

CSL

0.2

0.2

TLS

0.1

0.2

FMG

1.3

1.3

WBC

1.1

1.2

GMG

0.8

0.7

WDS

1.0

1.1

JHX

0.3

0.4

WES

0.4

0.5

MQG

0.5

0.5

WOW

0.7

1.0

To see the full Short Report, please go to this link
Guide:
The Short Report draws upon data provided by the Australian Securities & Investment Commission (ASIC) to
highlight significant weekly moves in short positions registered on stocks listed on the Australian Securities
Exchange (ASX). Short positions in exchange-traded funds (ETF) and non-ordinary shares are not included.
Short positions below 5% are not included in the table below but may be noted in the accompanying text if
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
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Commission (ASIC) and is provided by FNArena unqualified as a service to subscribers. FNArena would like to
make it very clear that immediate assumptions cannot be drawn from the numbers alone.
It is wrong to assume that short percentages published by ASIC simply imply negative market positions held by
fund managers or others looking to profit from a fall in respective share prices. While all or part of certain
short percentages may indeed imply such, there are also a myriad of other reasons why a short position might
be held which does not render that position “naked” given offsetting positions held elsewhere. Whatever
balance of percentages truly is a “short” position would suggest there are negative views on a stock held by
some in the market and also would suggest that were the news flow on that stock to turn suddenly positive,
“short covering” may spark a short, sharp rally in that share price. However short positions held as an offset
against another position may prove merely benign.
Often large short positions can be attributable to a listed hybrid security on the same stock where traders
look to “strip out” the option value of the hybrid with offsetting listed option and stock positions. Short
positions may form part of a short stock portfolio offsetting a long share price index (SPI) futures portfolio – a
popular trade which seeks to exploit windows of opportunity when the SPI price trades at an overextended
discount to fair value. Short positions may be held as a hedge by a broking house providing dividend
reinvestment plan (DRP) underwriting services or other similar services. Short positions will occasionally need
to be adopted by market makers in listed equity exchange traded fund products (EFT). All of the above are
just some of the reasons why a short position may be held in a stock but can be considered benign in share
price direction terms due to offsets.
Market makers in stock and stock index options will also hedge their portfolios using short positions where
necessary. These delta hedges often form the other side of a client's long stock-long put option protection
trade, or perhaps long stock-short call option (“buy-write”) position. In a clear example of how published
short percentages can be misleading, an options market maker may hold a short position below the implied
delta hedge level and that actually implies a “long” position in that stock.
Another popular trading strategy is that of “pairs trading” in which one stock is held short against a long
position in another stock. Such positions look to exploit perceived imbalances in the valuations of two stocks
and imply a “net neutral” market position.
Aside from all the above reasons as to why it would be a potential misconception to draw simply conclusions
on short percentages, there are even wider issues to consider. ASIC itself will admit that short position data is
not an exact science given the onus on market participants to declare to their broker when positions truly are
“short”. Without any suggestion of deceit, there are always participants who are ignorant of the regulations.
Discrepancies can also arise when short positions are held by a large investment banking operation offering
multiple stock market services as well as proprietary trading activities. Such activity can introduce the
possibility of either non-counting or double-counting when custodians are involved and beneficial ownership
issues become unclear.
Finally, a simple fact is that the Australian Securities Exchange also keeps its own register of short positions.
The figures provided by ASIC and by the ASX at any point do not necessarily correlate.
FNArena has offered this qualified explanation of the vagaries of short stock positions as a warning to
subscribers not to jump to any conclusions or to make investment decisions based solely on these unqualified
numbers. FNArena strongly suggests investors seek advice from their stock broker or financial adviser before
acting upon any of the information provided herein.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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In Brief: Investor Confidence, House Prices,
Oil Prices, Discretionary Retailers, Healthcare
Weekly broker wrap: investor confidence depleted, house price decline accelerates, oil price fall ahead,
opportunity in discretionary retailers, healthcare slow to rebound.
-Market volatility and an uncertain outlook shakes investor confidence
-House price decline accelerates among interest rate hikes
-Oil price and demand likely to decline amid an economic downturn
-Market ponders opportunity in under-pressure discretionary retailers
-Healthcare sector fails to rebound despite easing of covid restrictions
By Danielle Austin
Investor confidence dives amid macroeconomic pressures
Retail investor confidence is lower today than it was at the peak of the pandemic, according to the latest
survey conducted by Chartered Accountants Australia and New Zealand (CAANZ).
The survey suggested ongoing market volatility amid geopolitical unrest and an inflationary environment have
all shaken investor sentiment, with the CAANZ representatives claiming the results highlight a clear desire
from investors for simplified and consistent reporting from companies.
Collected data revealed only 39% of retail investors have high confidence in the domestic market, and only 24%
have high confidence in international markets, both representing a -10% decline on last year, while investors
who considered global political unrest to be the biggest risk to the domestic stock market increased 10% on last
year.
Declining house prices gain momentum
While continued house price declines in the month of June have come as no surprise, analysts from Morgan
Stanley have been surprised by the speed with which pricing appears to be moving, with the pace of house
price declines exceeding the start of any downward price cycle in the last three decades.
The broker calculates house prices are now declining at a -10% annualised pace, and -17% and -13% in Sydney
and Melbourne respectively. The -0.8% drop in June marks the second consecutive monthly decline, and a
steep acceleration from the -0.3% drop reported in May, with the broker warning the rate hike cycle will likely
only exacerbate the situation.
Investors should note current house prices remain 8.7% higher than one year ago, but Morgan Stanley warns the
faster than expected decline poses downside risk to its previous -15% house price decline forecast.
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Oil price scenarios depend on depth of economic downturn
Commodities analysts are warning that a global economic recession could trigger a decline in oil prices to
US$65/bbl within the year. Citi’s commodities team have highlighted that while historical read-throughs
suggest global oil demand and prices will be dragged down by an economic downturn, it is difficult to predict
how far the fall could be without knowing the severity of an approaching recession.
Although the US Federal Reserve is attempting to generate a modest economic slowdown, rather than a
recessionary event, the broker estimates a recession scenario could see Brent crude oil decline to US$65/bbl by
the end of the year, and potentially to US$45/bbl by the end of 2023.
Investors should note that the broker does not currently expect the US will fall into a full scale recession and
anticipates that in its recessionary scenario producers would reduce volumes.
Discretionary spending continues to bear the brunt of consumer sentiment
Risk continues to surround discretionary retailers as spending slows, sentiment remains low, and the market
continues to price in future rate hikes.
For investors, Jarden analysts highlight the question of whether the risk/reward balance is now a better
payoff, and notes while risk does appear more balanced a potential soft-landing for Australia’s economic
downturn and an increase to sentiment could provide some buffer and see valuations re-rate.
In the supermarket sector, the broker cuts Coles Group ((COL)) to a Neutral rating following recent
outperformance by Woolworths Group ((WOW)) and Metcash ((MTS)), and continues to consider Domino’s Pizza
((DMP)), Treasury Estate Wines ((TWE)) and Costa Group ((CGC)) likely beneficiaries of an impending economic
downturn.
For discretionary retailers, it lifts its rating on Harvey Norman Holdings ((HVN)) to Neutral, but maintains the
sales outlook for the sector appears challenging.
Domestic healthcare recovery lags peers
Australia’s healthcare system has bucked global trends, with volumes failing to rebound with the easing of
restrictions over the last six months. Analysts from Credit Suisse note pent-up demand has seen volumes in
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international markets return to, or above, pre-covid levels, while in Australian general practitioner visits
remain -7% below.
The broker attributed the slower recovery in Australia to an uptake in telehealth appointments, currently
accounting for 20% of all GP visits, as well as deep staffing constraints impacting the sector. Data from the
Australian Bureau of Statistics revealed 69,000 job vacancies in the healthcare sector in May, a 131% increase
compared to pre-covid.
Longer-term, the Credit Suisse analysts expect these trends to reverse, but expects lower volumes to weigh on
margins in the short-term. The slower recovery sees the broker downgrade its FY23 earnings per share
estimates across its healthcare coverage, with Sonic Healthcare ((SHL)) declining -2%, Healius ((HLS)) declining
-12% and Australian Clinical Labs ((ACL)) declining -3%. Sonic Healthcare remains Credit Suisse’s sector pick.
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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Treasure Chest: Underweight On Origin
FNArena's Treasure Chest reports on money making ideas from stockbrokers and other experts. Jarden initiates
coverage of Origin Energy with an Underweight rating.
Whose Idea Is It?
Jarden
The subject:
Origin Energy ((ORG))
More info:
Stockbroker Jarden has initiated coverage of Origin Energy with an Underweight rating and $5.30 target price,
citing uncertainty over the availability of up to 60% of coal supplies for the company’s Eraring power station.
The sudden loss of supply comes at a time of record coal, gas and electricity prices, the broker notes, and thus
not a good time to be short generation.
Within its valuation, Jarden’s below-consensus forecast for FY23 electricity profits more than offsets an
above-consensus view for gas profits, and a positive outlook for distributions from Origin’s 27.5% owned APLNG
project.
Otherwise, highly elevated commodity prices are supportive of most of Origin’s activities – oil, gas and LNG –
into the medium term, the broker notes, and for electricity, Jarden expects strong futures prices to flow into
retail revenue over time, as do other analysts covering the sector.
However, with up to two-thirds of the company’s supply portfolio partly or wholly exposed to very high coal
and electricity prices, the market could be materially underestimating the cost to cover Origin’s short
electricity position, Jarden warns.
Origin management’s recent decision to withdraw previous FY23 energy markets earnings guidance of
$600-850m highlights the current challenges in forecasting earnings from this segment. Jarden estimates
anything between an $880m profit and a -$240m loss are possible depending on coal costs, market hedges and
Eraring output.
Last month, in the east coast freeze, Eraring power station -- the biggest in Australia -- had reported
difficulties in securing sufficient supplies from its main coal mine after heavy rains during the autumn had
disrupted mine operations. It was also not clear whether powers could be used to divert coal supplies that
were otherwise destined for export.
That was when the Australian Energy Market Operator was forced to jump in.
If Origin were to execute electricity market hedges with perfect foresight, and were able to secure coal well
below spot prices, then Jarden suggests the upper end of its earnings forecast range is possible. But the broker
takes a more cautious stance, assuming minimal advantages in securing spot coal and assuming the east coast
electricity squeeze was not anticipated by management.
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Origin’s current strategy to replace Eraring’s generation after its optional FY26 closure leans towards
low-capital options, such as power purchase agreements (PPA), which include paying for solar installation in
return for the electricity at low cost, and hedging. To replace capacity, Origin is looking at batteries and
“virtual power plants”, which use smart technology to direct power to where it’s needed from a “loop” of
batteries.
This capex-light approach could allow for higher shareholder returns now that Origin has finally paid down its
APLNG debt, but recent energy market volatility could force the company back to capex-intensive options such
as building its own renewable plants.
Jarden is not one of the six FNArena database brokers who cover Origin, who between them currently have
four Hold (or equivalent) ratings and two Buy.
Updating in mid-June, Macquarie saw downside risk to Origin's FY22 guidance given no management update due
to uncertainty in energy markets, and as high coal prices continued to weigh upon generation at Eraring.
Macquarie upgraded APLNG earnings estimates to reflect strong oil futures pricing and retained its Outperform
rating.
Late in June, UBS lifted its forecasts for east coast contract gas prices due to few sources for material new gas
supply and expected medium-term gas demand to remain resilient as coal-fired capacity retires. With Eraring
by then back to full capacity, the broker saw Origin as best-placed to benefit from rising domestic gas prices.
UBS has a Buy rating.
Hold ratings are to a large part reflective of Origin’s -13.5% share price during the two-week east coast power
crisis.
The database consensus target is $6.54, suggesting 13.5% from the current price, and compared to Jarden’s
$5.30.
Shares in Origin Energy peaked around $15 during the recovery from the GFC in 2010, but have never managed
to revisit that level ever again. Over the past two years, the shares have temporarily traded below $4 but they
bounced higher on sharply rising energy prices over the past months.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Rudi's View: Minus 20%
-Are We There Yet?
-Minus 20%
-Conviction Calls
-Asset Classes Over The Decades
-FNArena Talks
By Rudi Filapek-Vandyck, Editor FNArena
Are We There Yet?
Bank of America Securities Chief Investment Strategist Michael Hartnett put it as follows when the June results
of the global fund manager survey were released mid last month:
"...history is no guide to future performance but if it were, today's bear market would end on Oct 19th 2022
with the S&P 500 at 3000" .
On Friday, the S&P500 closed at 3825.33 - 21.5% above the suggested bottom.
Of course, history is not a perfect guide and sometimes it is no useful guide at all. Besides, when it comes to
humans, patience is not our biggest virtue, especially not when share prices already are down -35%, -50%,
-75%, and more!
May was a pretty lousy month for Australian equities, but June was simply heart wrenching, making sure the
average portfolio is now down compared with twelve months ago. So surely, markets must be approaching The
Bottom, yes? (Let's ignore BofA and history for a moment).
For what it's worth, it is my observation the more defensive, Quality stalwarts on the ASX are showing early
signals of what might well turn out to be an embryonic bottoming trajectory on price charts; look up CSL
((CSL)), for example, or ResMed ((RMD)), but this doesn't tell us anything about where inflation is heading, or
bond yields, or corporate margins and profits in general.
And those items, rather than today's share prices, will determine the low and the future of local and global
equities.
There are multiple signs that inflation might soon stop rising. Look at the price of copper, for example. And
bond yields are retreating as the focus shifts to the rising probability for a US and even a global recession,
possibly ex-Australia, over the year ahead. But central banks are still tightening.
The latter is important. History shows, the Wall Street Journal reported two weeks ago, markets don't find a
bottom until there's no more tightening and central bankers start preparing for rate cuts instead.
Within this context, I find the latest change of heart by strategists at stockbroker Morgans quite telling.
"We think the rises in global government bond yields and falls in equity prices have further to run", strategists
Andrew Tang and Tom Sartor revealed in their latest update, "Government bond yields have typically peaked
shortly before the end of central bank tightening cycles and we expect most major central banks to continue
hiking rates over the next 12 months."
Unsurprisingly, both strategists see more downside potential over the months ahead -quite the opposite of The
Bottom- as the combination of high inflation, high bond yields, still tightening central banks and slowing
economic growth firmly keeps risks to the downside.
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economic growth firmly keeps risks to the downside.
The good news is that as this scenario plays out, the end of tightening might ultimately not be that far off. At
some point over the coming months, financial markets will sniff out that the Federal Reserve no longer has
much more tightening to do, and that realisation most likely will allow markets to front-run (so to speak) the
change in central bank policies.
Morgans refers to "later this year". Others, including Morgan Stanley strategist Mike Wilson suggest The Bottom
might happen in the fourth quarter of 2022.
The second key dynamic that is weighing upon equities this year is the widespread anticipation that corporate
profits will not keep up with present forecasts, and thus expectations need to be lowered in the form of cuts
to consensus estimates (see also further below).
Again, history suggests, this is a process vital for equity markets to find a bottom and prepare for the next bull
market. But history also shows this is a multi-month process.
A few snippets from a recent report by Morgan Stanley:
-equity markets tend to bottom on average 2-3 weeks before the consensus earnings revision ratio troughs;
-the average time taken between the date of the first move into negative earnings revisions and the trough in
revisions (i.e. maximum downgrades) is 7-8 months;
-the quickest transition recorded thus far still required approximately 3 months
"Given that earnings revisions for MSCI Europe currently remain positive, this timetable would imply that we
are still a few months away from a likely bottom in equity indices. "
I'd argue what applies to Europe, equally applies to Australia and the USA.
Of course, none of this will prevent the industry from embracing the next calls that The Bottom is in. And
again. And yes, again. Until it -finally- happens.
Don't be impatient. Make sure the recession, real or mild or otherwise, doesn't evaporate your capital.
More Weekly Insights to read:
-Balancing Between Opportunity & Risks:
https://www.fnarena.com/index.php/2022/06/30/rudis-view-balancing-between-opportunity-risks/
-Not the Bottom, Not The End:
https://www.fnarena.com/index.php/2022/06/23/rudis-view-not-the-bottom-not-the-end/
-Double Your Protection:
https://www.fnarena.com/index.php/2022/03/17/rudis-view-double-your-protection/
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Minus 20%
This is no longer an audacious, left-of-centre view, but analysts forecasts seem too rosy and a reset needs to
occur.
This reset, ultimately, will determine how much 'value' is genuinely on offer in equities, at least for the next
12-18 months.
So how much of a reduction should investors -realistically- prepare for?
The magic number, it appears, is -20%. In recent weeks market strategists both in the US and locally have
mentioned the number as a good reference point for how much of a general reset needs to occur in the months
ahead.
Investors should note that when the likes of Morgan Stanley strategist Mike Wilson and UBS's Richard Schellbach
mention this number, they do not include a severe, long-lasting recession in their forward modeling. Hence
theirs is not a worst case scenario.
Why are forecasts too high?
In simple terms: the general context has changed. Companies have emerged from covid re-openings with strong
(or strongly recovering) demand, cycle-high profit margins, and cheap operating and financing costs; and all
that is now changing, including the threat of a fall in consumer spending as housing markets are deflating.
Offsetting this negative outlook are UBS's observations that Return on Equity (ROE) for Australian companies
doesn't look stretched, while earnings in general do not look out of line with long-term trends and corporate
balance sheets, in general, are sound. Not everyone would back the same statements regarding US companies,
but we'll soon witness Q2 report releases and the market's responses to them.
In Australia, despite the rather dour outlook, also given energy is still on a roll and banks might yet surprise to
the upside in the short-term, UBS is still projecting the ASX200 to finish 2022 at around 7000, implying there
remains potential for a small positive return over the next six months, though the calendar year as a whole
would stay in the negative.
Assuming UBS's assessment won't be too far off from reality, the ASX200 will be positively carried by the Energy
sector and by Consumer Staples on respectively elevated inflation readings and high visibility and stability in
earnings. Just like virtually everybody else, UBS is shying away from Consumer Discretionary companies.
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UBS's motivation for the latter: "we are not inclined to fight what looks like a vicious earnings downgrade cycle
hitting the sector".
What we can tell from UBS's assessment is this won't necessarily be a quick process (the broker is anticipating
six months of downward reductions to forecasts) and -equally important- some sectors and companies will be
impacted much harder than others. Apart from Consumer Discretionary, UBS doesn't like Healthcare or Real
Estate.
The analysts also believe low expectations for Australian banks seem appropriate.
In portfolio terms, as well as from the angle of positive earnings momentum, UBS still very much likes miners
and energy producers with the added caveat that both sectors can turn around quickly if/when/as the market
turns its attention towards an economic hard landing scenario.
One of the complicating matters for investors today is share prices have already fallen, and by quite a lot for
those sectors potentially under threat of a housing downturn. See, for example, shares in James Hardie ((JHX))
and Reece ((REH)), but also REA Group ((REA)), Westpac ((WBC)) and Australian Finance Group ((AFG)), to
name but a few.
However, the sector that -by far- has suffered most outside of small cap technology stocks concerns
Discretionary Retailers and other consumer-oriented companies, including Breville Group ((BRG)), Wesfarmers
((WES)) and Bapcor ((BAP)). BNPL stocks have pretty much been decimated.
Shares in Tyro Payments ((TYR)) have lost -64% over the past three months, and -84% from June last year. EML
Payments ((EML)) shares have sunk -57% in three months. Temple & Webster ((TPW)) shares are refusing to sink
below $3 this month. In September last year they touched $14.
The obvious question that arises here is how much worse can the news become so that these share prices are
not yet an opportunity for investors willing to look through day-to-day volatility?
Retail sector analysts at Citi had exactly that same question on their minds when reviewing their inhouse
projections ahead of the upcoming August results season recently.
Their view remains that while Australian households are facing increasing cost of living pressures, those same
households are also well-positioned to cope with and adjust to the tougher environment as mortgage burdens
increase and petrol and weekly shopping become more expensive.
The Citi analysts would tend to agree that, maybe, whatever lays ahead in terms of operational headwinds, it's
already in the price for most discretionary retailers. But there must be enough uncertainty still, as not every
consumer stock under coverage is rated a Buy.
Those who are currenly Buy-rated at Citi are: Coles Group ((COL)), Woolworths ((WOW)) and Super Retail
((SUL)), as well as Harvey Norman ((HVN)), Beacon Lighting ((BLX)) and Nick Scali ((NCK)), and also Premier
Investments ((PMV)), City Chic Collective ((CCX)), Lovisa Holdings ((LOV)), and Michael Hill International
((MHJ)).
As the momentum for local housing has only recently started to turn, and with economists projecting 2023 will
be the year Australian property prices will suffer a big step backwards, it might be a while yet before investors
can comfortably say that all the possible negatives have been accounted for through lower share prices for
these companies.
It remains yet an open question as to how investors in general might treat these stocks if FY22 results in
August, as I anticipate, will likely surprise to the upside as the real challenge, next year, still lays ahead?
Over at Shaw and Partners, healthcare analysts Jonathon Higgins and James Bisinella suggest the local
healthcare sector is now looking attractive too with the pair in particular highlighting small caps Capitol Health
((CAJ)), Healthia ((HLA)), and Monash IVF ((MVF)).
Meanwhile, the return of heavy rains in NSW suggests there might be more negative news forthcoming from
insurers Suncorp Group ((SUN)) and Insurance Australia Group ((IAG)), though investors didn't seem too fazed
about it on Monday.
The coming few weeks in particular might prove revealing for investors as some companies will issue an
39

The coming few weeks in particular might prove revealing for investors as some companies will issue an
upgrade or downgrade to their prior guidance, while analysts are now looking over their models and
projections, wondering what needs to be changed ahead of August, and which share prices look too far out of
sync with what is likely to unfold.
Stay tuned. This process of re-alignment with the upcoming economic downturn has hardly just begun, at least
as far as profit forecasts are concerned.
More Weekly Insights to read:
-Quo Vadis, Corporate Profits?
https://www.fnarena.com/index.php/2022/06/02/rudis-view-quo-vadis-corporate-profits/
-Trend Is Turning For Corporate Profits:
https://www.fnarena.com/index.php/2022/05/12/trend-is-turning-for-corporate-profits/
Conviction Calls
The outlook for oil prices, reports Longview Economics, will be determined by five factors:
-the outlook for Russian oil production;
-how much spare capacity does OPEC have;
-US shale supply growth – how much in 2023 & 2024;
-Iran & Libya (i.e. the ‘wildcards’);
-Oil demand growth (in the context of a global growth slowdown or even a recession).
No surprise thus, with so many variables in play, the market is currently beset with wildly varying and opposing
scenarios and investment views.
Longview Economics sees market surpluses building into 2023, meaning lower prices should follow, but ask JP
Morgan and the answer is: shares in energy producers offer the best risk/reward proposition in equities, in
particular after the recent sharp sell-off.
JP Morgan sees the energy sector improving on Quality, Growth and Income - historically a rare combination.
As the sector, globally, is still enjoying exceptionally high free cash flows, JP Morgan believes both investors
and the sector itself will be keen to buy the shares post any correction from here.
Energy companies remain underowned by the world's institutional investors, JP Morgan points out, and many
are now starting to review their ESG policies. JP Morgan strategists have been Overweight the energy sector
since late 2020 and have used the recent sell-off to reiterate their positive conviction for the sector.
The bifurcation in views continues with Citi asset allocators singling out gold, Brent crude oil and the
Bloomberg Commodity Index for underperformance to end-2022.
****
Meanwhile, the heavily Energy and Financials overweighted JP Morgan Model Portfolio clocked off on FY22
with a record financial year performance, outperforming the ASX200 by 480bp. That performance, it turns out,
was just as much determined by what was not in the portfolio.
On the portfolio managers' own judgment, the largest benefit came from not owning any shares in Westpac
((WBC)) with the likes of National Australia Bank ((NAB)), QBE Insurance ((QBE)) and Macquarie Group ((MQG))
instead contributing handsomely. In the Technology sector, the absence of Block ((SQ2)) was, simply put, a
blessing.
In the Materials sector, Rio Tinto ((RIO)) underperformed, but luckily the portfolio also held Sims ((SGM)),
South32 ((S32)) and IGO ((IGO)). The absence of Sydney Airport ((SYD)) cost the portfolio, as did an Overweight
allocation to Fletcher Building ((FBU)).
With the end of FY22 approaching, the Model Portfolio made a number of changes:
JB Hi-Fi ((JBH)) has been removed to pull down the Consumer sector to Underweight. Exposure to Woodside
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Energy ((WDS)) has been increased. Healius ((HLS)) is out, which means exposure to Healthcare is now
concentrated in CSL ((CSL)), and a little bit of Ansell ((ANN)).
Elsewhere, Insignia Financial ((IFL)) has tested patience for too long and has now been replaced with Insurance
Australia Group ((IAG)). JP Morgan much more prefers insurers anyway. Plus Newcrest Mining ((NCM)) has been
replaced with South32. The latter must have been sold down earlier in the year (see portfolio performance
comments earlier).
****
JP Morgan retains one of the most optimistic views on the local share market with its year-end target for the
ASX200 of 7800 implying no less than 19% upside potential.
****
Morgan Stanley's Macro+ Model Portfolio finished FY22 316bp better than the ASX200 with the latter's -6.5%
performance over the year marking the index's sixth worst financial year since 1983.
Energy and Untilities proved the big positive drivers, while Financials, Technology and Discretionary were the
largest detractors over the past twelve months.
This Model Portfolio currently is Overweighted Resources and Healthcare and Underweighted Banks, Consumer
stocks and anything linked to the local housing market.
Healthcare, explain the portfolio managers, also functions as a Quality hedge, through CSL, ResMed ((RMD))
and Sonic Healthcare ((SHL)).
In addition, all of Domino's Pizza ((DMP)), IDP Education ((IEL)) and James Hardie ((JHX)) remain in the
portfolio as Global Growers.
****
Tech analysts at Citi have steered their focus towards the upcoming demand and margin challenges for
Australia's tech sector as the inhouse view has shifted towards a 50/50 chance for a global recession in the
year ahead.
Best placed, on Citi's multi-factor analysis, are NextDC ((NXT)) and WiseTech Global ((WTC)).
Worst placed (and thus carrying most risk) are Zip Co ((ZIP)), Appen ((APX)) and Fineos Corp ((FCL)).
****
Over at stockbroker Morgans, Andrew Tang and Tom Sartor, responsible for general strategy, have changed
their relatively sanguine tune in that the outlook for risk assets, including equities, is now deemed too risky for
comfort.
Morgans sees elevated volatility ahead and a real chance equities may only genuinely start bottoming towards
the end of the calendar year, assuming inflation by then prints lower numbers and central bank tightening
could be near its peak for this cycle.
Morgans' portfolio recommendations have thus shifted to Underweight global equities and Neutral Australian
shares, plus a heavily Overweighted allocation to cash.
****
Morgans' list of Best Ideas for the ASX has been enlarged with the inclusion of AGL Energy ((AGL)) but multiple
names have been removed after yet another housekeeping exercise.
No longer included are Woodside Energy and Cochlear ((COH)) with the broker suspecting better opportunities
reside with Santos ((STO)) and ResMed respectively.
Also removed are Atlas Arteria ((ALX)), Hub24 ((HUB)), Volpara Health Technologies ((VHT)), Atomos ((AMS)),
and Universal Store Holdings ((UNI)), as well as Namoi Cotton ((NAM)), HealthCo Healthcare & Wellness REIT
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((HCW)) and Waypoint REIT ((WPR)).
When it comes to AREITs, Morgans' preference firmly lays with Dexus ((DXS)) and HomeCo Daily Needs REIT
((HDN)).
****
From Wilsons' strategy update:
"Our base case remains that slower demand (particularly for goods) in concert with an improvement in the
global economy’s supply-side should help ease inflationary pressures over the next 6-12 months."
"However, solving the inflation problem with a global recession would still likely result in further downside
for stocks, at least in the short-term."
"Normally the equity market does not bottom until the recession has at least started, so “if” we are going
into a recession, we doubt the market correction has fully played out."
****
Market strategists at Macquarie remain in favour of defensive portfolio positioning, stating "We do not think
the conditions for a low have been met".
It is the strategists' view that investors should use bear market rallies to reposition portfolios for a potential US
recession in early 2023. The inhouse view at Macquarie is that such a recession now has a 60% chance of
happening.
Macquarie's research of past precedents has shown that leading into a recession, staples, utilities, healthcare,
telecommunications and gold are the best performers while industrials, diversified financials, basic materials
and real estate tend to be hit hardest, all else remaining equal.
Following on from analysing the 15 recessions in the US since 1927, Macquarie analysts have identified the
following most preferred exposures among ASX100 stocks (all rated Outperform): Coles Group, Endeavour
Group ((EDV)), Metcash ((MTS)), Transurban ((TCL)), CSL, Ramsay Health Care ((RHC)), ResMed, Amcor ((AMC)),
Orora ((ORA)), Newcrest Mining and Northern Star Resources ((NST)).
Asset Classes Over The Decades
For those scholars who like to study the ins and outs, the swings, as well as the roundabouts: two charts by
Atchison that summarise the periods of FY13-FY22 and FY03-FY12.
Observe how in FY22 only commodities and direct property managed to beat inflation, with emerging markets
the year's dog in the doldrums.
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FNArena Talks
My latest interview with Peter Switzer:
https://www.youtube.com/watch?v=iAeWVsVuEsg&t=1522s
Research To Download
Independent Investment Research (IIR) on Tribeca Global Natural Resources ((TGF)):
https://www.fnarena.com/downloadfile.php?p=w&n=C1C7A5A1-AA83-FF1E-7946E4BCB0FDD692
(This story was written on Monday 4th July, 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
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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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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
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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
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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
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third‐party websites. Third party links are included solely for the convenience of visitors, and do not
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to deny access to this website or its information to anyone at any time.
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agreement at any time. Changes shall be effective immediately. Notification of any such changes
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access the FN Arena website or any periodical.
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