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AUSTRALIA

Yield Appeal The Deal For Charter Hall Retail
Charter Hall Retail provided a mixed message in its FY20 results and a lack of outlook or guidance has left the
focus on rental collections in the wake of the pandemic.
-Surprisingly small amount of uncollected rent expensed in FY20
-Acquisition of Coles distribution centre consistent with strategy
-Defensible income stream and attractive distribution yield
By Eva Brocklehurst
As the coronavirus pandemic plays havoc with the financial results of retail landlords, a lack of guidance from
Charter Hall Retail ((CQR)) was disappointing while relief was palpable on the restated intention to pay a
distribution in line with 100% of operating cash flow.
Macquarie points out cash drives distributions and the current distribution policy includes an allowance for
maintenance capital and tenant incentives. That provides the positive outlook.
Yet, without guidance, Charter Hall Retail has left investors more focused on the downside risk and questioning
the underlying story, and given such uncertainty Citi downgrades to Sell from Neutral. The broker estimates
earnings will probably settle -15-20% below FY20.
Ord Minnett forecasts a drop of -13% in FY21 funds from operations (FFO) because of dilution from the recent
capital raising. The distribution is also expected to be down -7%, with the assumed pay-out ratio in line with
adjusted FFO, and allowing for the assumed $5m of rental support.

Rental Shortfall
Operating earnings of $142.7m in FY20 incorporated a -$1.5m negative impact from coronavirus-related
provisions. Cash collection appears slightly superior to peers, with a shortfall of -$15m, which UBS attributes to
the portfolio weighting to longer WALE (weighted average lease expiry) convenience retail assets.
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the portfolio weighting to longer WALE (weighted average lease expiry) convenience retail assets.
Morgan Stanley finds it interesting that such a small amount of uncollected rent was expensed but
acknowledges there may be expiry extensions applied to some leases so the treatment can be different.
The broker highlights the fact that GPT Group ((GPT)) and SCA Property ((SCP)) wrote off or expensed 70% and
90% of uncollected rent, respectively. However, UBS considers the comparison with SCA Property unwarranted
even if both are focused on grocery-anchored convenience retail.
Instead, the disclosures show vastly different accounting methods and, while Charter Hall Retail collections
appear better, the SCA Property disclosure was much clearer. Since June 30 both have collected around 50% of
the remaining outstanding rent reflected in FY20 earnings.
Citi points out A-REITs are likely to take several approaches to accounting for the impact of the pandemic
and this will materially influence how their financial reports appear.
Charter Hall Retail seems to be much less conservative than its peers, which has contributed to a beat on
estimates, yet the broker observes the market tends to react favourably to those results that provide some
certainty in the form of FY21 guidance or a conservative measure of earnings that can be used as a reliable
"base".
Leasing
Commentary has indicated that new lease deals were being struck with negative leasing spreads and Charter
Hall Retail is prepared to meet the market to maintain occupancy.
Macquarie highlights the Target ((WES)) stores are a headwind, as this chain represents 2.2% of income. Some
positive outcomes in this regard have occurred, with Target conversions to Kmart stores and supermarkets but
this predominantly relates to Target Country stores.
While there are no immediate lease expiries, the broker suspects discussions with Target may result in income
downtime as well as increased incentives to attract new tenants.
Vacancy rates increased 80 basis points because of the closure of 40 stores over the period, largely related
to the pandemic. Moreover, given the likelihood of further devaluation, Macquarie assesses there is limited
room for acquisition-led growth, at least in the short term.
Acquisitions
Ord Minnett was somewhat surprised the investment mandate was broadened, although the latest acquisitions
are considered low-risk and fairly valued. The broker observes the portfolio has proven fairly resilient, with
more than 50% of income exposure to supermarkets and BP service stations. There has also been re-waiting to
metro.
A stake was acquired in BP service stations in 2019 and more recently a 52% interest in the Coles ((COL))
distribution centre in Adelaide. Charter Hall Retail has noted the acquisition of the Coles distribution centre
was consistent with participation in the supply chain of anchor tenants.
In this way, traditional asset classes such as convenience shopping centres, petrol stations and distribution
centres are in the frame, provided traditional anchors are the tenants.
Moelis believes the uncertainty around the strategic direction based on these two recent acquisitions is one of
the reasons why the stock is currently trading at a discount. Nevertheless, Charter Hall Retail remains an
attractive value proposition with a defensible income stream and attractive distribution yield.
FNArena's database has three Buy ratings, one Hold and two Sell. The consensus target is $3.37, suggesting
3.7% upside to the last share price. The distribution yield on FY21 and FY22 forecasts is 6.9% and 7.4%,
respectively. Moelis, not one of the seven stockbrokers monitored daily on the database, has a Buy rating and
$3.65 target.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Lihir Aside, Solid Outlook For Newcrest Mining
Lihir remains the black sheep among Newcrest Mining's gold production assets but grades are still expected to
pick up later in the current decade.
-Lihir still anticipated reaching 1mozpa
-More confidence in the sustainability of Telfer
-A superior resource base provides long-term opportunities
By Eva Brocklehurst
A robust gold price sustained Newcrest Mining ((NCM)) in FY20 along with a rebound in copper prices, which
helped mitigate some lacklustre production numbers. Again, Lihir (PNG) was the black sheep.
Production at Lihir is still being hampered by unexpected lower grades and reduced mill recovery, and
guidance for FY21 is weaker than most brokers expected. Guidance is for 720-820,000 ounces, which is in line
with FY20 production.
Lihir is still being affected by clay in the mining sequence and overshadowed what was a healthy FY20 result, in
Ord Minnett's view. The broker reduces production forecasts for FY21 and FY22 by -11% and -8% respectively,
based on the lower and delayed grades at Lihir.

Grade should pick up significantly later this decade, the broker notes, when that elusive production rate of
1mozpa is expected. A seepage barrier feasibility study is due at the end of FY21, which may provide room for
some further optimisation, although Ord Minnett suspects capital expenditure will be required.
Citi also looks forward to the grade lifting later in the mine life, i.e. to 2.9-3.0g/t in FY27-29. Morgans is not
so sure and questions whether there will ever be a consistent performance at Lihir, or whether Newcrest will
achieve 80% mill recovery.
4

Lihir has always been a difficult asset and, nevertheless, UBS points out the company has a number of
alternatives.
Havieron/Red Chris
Turning to Havieron (WA) Ord Minnett notes the more drilling, the bigger the project gets, suspecting that, in
time, a larger scale bulk mining project may supersede selective mining in its modelling. The focus is now on
continued drilling, a scoping study and a decline commencement.
A pre-feasibility study is due in September 2021 for Red Chris (Canada) and the definition of other high-grade
pods leads Ord Minnett to suspect its current modelling may be conservative.
UBS agrees the next 12 months should produce positive catalysts for Havieron and Red Chris, including a
maiden resource at the former by December 2020. The broker is also pleased management has more
confidence in the sustainability of Telfer (WA) as a 400,000 ounces per annum asset for the near-term and prior
to the introduction of Havieron ore.
A caving trial at Telfer has been completed with demonstrable success, Morgan Stanley notes, and this will also
continue at Cadia (NSW) in FY21. Cadia's large maintenance outage, the SAG mill replacement, has been
postponed, previously due in FY21 and now pushed out into FY22.
Ord Minnett is pleased with this news, which means its Cadia model is largely unchanged. Cadia is expected to
produce 680-760,000 ounces in FY21. Fruta del Norte (Ecuador) has recently come back online after shutdown
because of the pandemic, and Newcrest expects its share of production for FY21 to be 95-110,000 ounces.
While disappointed with Lihir, Macquarie was pleased with the operating earnings outcome in FY20 and
Newcrest also delivered a surprise final dividend of US17.5c. Credit Suisse was also impressed with FY20, given
the acquisitions made during the year and, taking a longer term view, finds much to like in the stock as there
is a superior resource base and plenty of organic growth opportunities.
While realising growth is a long-dated proposition and there is material development/execution risk on the
way, the broker highlights the fact Newcrest has proven to be reliable, with development and operations
capability as well as a social licence to operate at Lihir.
If Newcrest can manage the risks around Lihir's performance and the life extension at Telfer this could open up
value, Morgans concedes, and notes the main downside risk would be volatility in the gold price or a poor
performance at Cadia.
FNArena's database has two Buy ratings, four Hold and one Sell (Macquarie). The consensus target is $34.81,
suggesting 2.8% upside to the last share price. Targets range from $28.00 (Macquarie) to $38.50 (UBS).
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Beach Energy Paces Development
To ensure a healthy balance sheet Beach Energy has chosen to defer growth, re-configuring development
expenditure to keep pace with the current market.
-Projected free cash flow implies yield of over 12%
-Next major decision is on Waitsia
-Balance sheet has room for further acquisitions
By Eva Brocklehurst
Beach Energy ((BPT)) has opted to defer growth and prioritise its balance sheet, ensuring it can withstand
weak oil prices going into 2021. Brokers assess Beach Energy has reconfigured its development expenditure
well, in order to reflect the current market.
FY21 production guidance is now below the prior target because of delays to the Otway Basin (Victoria) and
Western Flank (Western Australia). Attributable production is forecast to grow to 37-40mmboe by FY25.
Guidance is lower than most brokers expected because of the deferred production at Otway and Western Flank
and given the 2020 oil price decline. Still, around $2.1bn in free cash flow is expected to be generated over
the next five years despite $3.3bn in cumulative capital expenditure.

Morgans assesses growth of 2% is all that is likely in FY21 and should then accelerate over the next three years.
Moreover, the work done on opening up LNG exports for Waitsia (WA) adds upside to assumptions.
Over 99% of gas is now sold under contract and gas revenues are covering all operating and stay-in-business
costs. Hence, Ord Minnett calculates the projected free cash flow implies a yield of more than 12% and an
increase to proven and probable reserves now implies a life for existing assets of more than 13 years.
Underlying operating earnings (EBITDA) of $1.1bn in FY20 was slightly short of guidance but Macquarie finds
guidance is now more realistic and production more achievable. There was no tangible update on M&A although
6

guidance is now more realistic and production more achievable. There was no tangible update on M&A although
the broker notes there is clearly capacity for acquisitions.
Given the Lattice acquisition was delivered in a higher oil price environment, Canaccord Genuity believes the
results are testimony to the ability to deliver on synergy targets and drive costs out the business. The
broker also points out this update is "nice counterpoint" to the bigger end of town where impairments and
downgrades have been common.
Credit Suisse believes the positives in the update outweighed the miss to production in the short term.
Moreover, over 97% of reserves are resilient to further pricing downside.
The broker anticipates few catalysts for the next 12 months and remains less than keen on the Ironbark well
(North West Shelf). Still, the update reaffirms Credit Suisse's view that market pessimism towards the stock in
the lead up to the results has been overdone.
Waitsia
The next major investment decision is Waitsia stage 2, expected by the second half of 2020. This has been been
elevated because of a tolling agreement with North West Shelf and Beach Energy will market 50% of its share of
Waitsia 2P reserves as LNG.
Waitsia adds 10% to Goldman Sachs' valuation in FY21 and is expected to provide increased supply certainty for
the medium term. Nevertheless, Goldman Sachs is cautious about gas re-pricing negotiations and envisages
downside risk to guidance.
Morgan Stanley suspects the stock ran too hard over 2018-2019, given a larger, more sustainable business was
being demonstrated. Closing a deal with North West Shelf could now herald a transition to a better
performance, although commodity prices probably need to lift from current levels and more work needs to be
done on definitive agreements.
Morgan Stanley considers the challenge going forward is to work out the value of Waitsia and whether the
Otway drilling will provide a platform for growth. An update on arbitration for the Otway offtake is expected in
the second half of 2020. A rig has been contracted for six wells with an option for three more. Gas flow from
new producing wells is not expected until FY22.
Citi expects Beach Energy will assess potential for further organic growth and this will take preference over
capital returns. The broker also considers the balance sheet primed for acquisitions, from Perth Basin
consolidation or fixed-price gas assets in northern Australia.
Canaccord Genuity, not one of the seven brokers monitored daily on the FNArena database, has a Hold rating
and $1.65 target. Goldman Sachs, also not one of the seven, has a Neutral rating and $1.70 target. The
database has three Buy ratings and three Hold. The consensus target is $1.88, suggesting 19.0% upside to the
last share price.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Viva Energy Confident Despite Refining
Pressure
Despite the ongoing difficulties with refining margins Viva Energy exudes confidence, outlining plans to
distribute most of the proceeds from its recent divestment of Viva Energy REIT.
-Support needed to maintain the refining business
-Travel restrictions, refiner margins to negatively impact short-term earnings
-Is all the upside factored into the stock?
By Eva Brocklehurst
Viva Energy ((VEA)), in distributing most of the proceeds from the divestment of Viva Energy REIT, now
Waypoint REIT ((WPR)), has exuded confidence at its result release, despite ongoing difficulties with refining
margins.
Any further update on refining margins should also improve the clarity of the outlook, Morgan Stanley adds,
amid further government discussions regarding the storage of more refined product in Australia.
Clarity on the Geelong energy hub and whether retail fuel margins will offset lower volumes are considered key
catalysts going forward. Viva Energy is currently looking for partners for its Geelong hub, expecting to
complete FEED (front end engineering design) by year end.

The company has made it clear it will need support to maintain the refining business and cannot keep
absorbing losses without a clear understanding of whether a recovery is forthcoming.
Refining margins remain a challenge and a risk, yet refinery reliability appeared reasonable to Credit Suisse,
at 98% in the first half. An average refining margin of US$5/bbl in the second half is anticipated, although the
broker acknowledges that would require improvement from current levels and may be slightly optimistic.
8

Underlying net profit was down -33% in the first half, as Geelong refining margins fell below break-even. This
was partially countered by supply chain cost savings. Viva Energy has stated it is reviewing its refinery business
in the light of the losses but Morgans suspects, as this is entirely driven by regional refining margin weakness,
there is limited potential for a quick turnaround.
The broker was impressed with the commercial business and considers it was a relatively good result in
difficult conditions. Retail is also recovering, although still below the peak in terms of volumes. Despite the
volume losses the retail business grew 18% amid high retail fuel margins and cost reductions.
Ord Minnett suggest retail operating earnings (EBITDA) are supported by a rational industry structure which
has experienced significant retail fuel margin expansion in 2020 in the face of dramatic declines in volumes.
Despite an already lean cost base the company has also been able to reduce costs and the broker finds this
pleasing.
In the near term, the building up of oil product inventory could mean an increase in exports from China in the
December quarter and UBS remains cautious about a refining margin recovery in the short term.
Dividend/Capital Return
Viva Energy intends to return all of the $680m from the Viva Energy REIT divestment. This includes a buyback
of up to $50m. The company has announced $530m will be returned via a special dividend and a capital
return which will be accompanied by a share consolidation. A further $100m is yet to be confirmed.
This provides some comfort that the balance sheet is resilient and UBS supports the decision against
an on-market buyback, which would be limited to 10% of shares over 12 months. An off-market buyback is also
limited given the low franking balance. The proposed capital return should be supportive of the stock in the
short term while Credit Suisse expects a slow improvement in profit drivers through 2020-21.
Mobility Restrictions
UBS believes lower refiner margins and travel restrictions will have an effect on short-term earnings although
the risk/reward remains attractive for the longer term. As travel restrictions ease, earnings should slowly
recover but this could take 12-18 months to return to pre-pandemic levels.
Credit Suisse, too, accepts mobility restrictions will be an impediment to marketing volumes and remains at
the bearish end of the spectrum in respect of retail margins. Goldman Sachs is more positive continues to
expect earnings momentum will be to the upside in 2020, expecting blended market retail margins of 10.8c per
litre and a refining margin of US$4.80/bbl.
As the company remains sensitive to a recovery in Australian travel and the re-opening of Victoria, Morgans
assesses upside has been factored into the stock. Hence, the broker's rating is downgraded to Hold from Add.
The FNArena database has three Buy ratings and three Hold. The consensus target is $2.09, suggesting 22.9%
upside to the last share price. Goldman Sachs, not one of the seven stockbrokers monitored daily on the
database, has a Buy rating and $2.15 target.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On

9

www.fnarena.com

AUSTRALIA

BHP Heralds New Commodity World
The focus of the future BHP Group will be very much on copper, nickel, metallurgical coal and, of course, iron
ore. As suspected, thermal coal is now officially slated for the exit door.
-Divestment of thermal coal assets may prove challenging
-Growth in copper, nickel and potash flagged
-Spence (copper) and South Flank (iron ore) on target for first production
By Eva Brocklehurst
The world of BHP Group ((BHP)) is changing. Along with FY20 results, the company has outlined the mix of
commodities that will be the subject of expansion and focus for the future. As suspected, thermal coal is now
officially slated for the exit door.
Most brokers welcome the exit of certain assets, as Credit Suisse points out these projects cannot compete for
capital and there is also a "win" from an ESG (environment, social and governance) perspective which should be
welcomed by shareholders.
In general, BHP expects major economies, with the exception of China, will contract in 2020 as a result of the
pandemic, while the outlook for 2021 is uncertain. Pre-pandemic trend growth rates for China and the OECD
are expected to return around 2023, while developing economies outside of eastern Asia may take longer.
Morgan Stanley notes the majority of the company's growth budget for FY22 is uncommitted which provides the
flexibility to adjust expenditure, depending on market conditions. Capital expenditure guidance for FY22 is
US$8.5bn.

10

The company made no changes to production guidance for FY21 while higher unit costs are flagged for iron
ore, coal and copper . However, a lack of growth in earnings and an underwhelming dividend may hold the
stock back from rally in the short term, Wilsons suspects.
The broker, while acknowledging BHP is not turning away from returning cash to shareholders, observes the
need to balance this with reinvestment in order to maintain growth over the medium term. Wilsons, not one of
the seven stockbrokers monitored daily on the FNArena database, remains Overweight on the materials sector.
Macquarie was disappointed with the final dividend in FY20, even though it was above the 50% minimum
pay-out policy. No additional capital management was announced. Free cash flow, nevertheless, was ahead of
expectations and copper accounted for 16% of group earnings (EBIT).
Shaw and Partners points out FY20 earnings were the "second-best in six years". Divisions that missed its
forecasts included petroleum and coal. Meanwhile, iron ore contributed more income in the second half
compared with the first half.
Old Money
The company will concentrate its coal assets on higher quality coking (metallurgical) coals and is looking to
exit BMC (BHP/Mitsui Coal JV), NSW energy coal and Cerrejon (Colombia). The focus for metallurgical coal will
be on assets with the longest lives.
The decision to exit thermal coal and Bass Strait was not unexpected but the planned sale of the BMC stake
was more of a surprise to Macquarie. The broker suspects a sales process will take some years.
Credit Suisse suspects the decision to add BMC metallurgical coal to the exit strategy may be because it is
easier to sell as a unit, while Citi points out there is a lot of work to do in considering the options and the
value that can be derived for shareholders. Divestments have the potential to add up to $7bn to the broker's
estimates.
Shaw and Partners notes two of the coal assets are within a previous accounting/legal legacy harking back to
the Billiton merger and some tax losses could be wiped clean with the sale. Regardless, Morgans anticipates
the process will be difficult, as there are a long list of thermal coal assets globally already on the market.
BHP also intends to exit non-operated assets in Bass Strait (petroleum), which Shaw notes have delivered
significant cash returns over several decades. However, the broker suspects this divestment may also prove
challenging, if not impossible, given the relatively short life and significant closure costs.
Citi also notes limited exploration upside in Bass Strait while recent drilling has highlighted the complexity of
the field, suspecting BHP wants to avoid longer-dated and substantial clean-up costs.
The company is not looking to exit oil altogether but will be recycling capital into assets that can be expanded
or brought to market such as Trion (Gulf of Mexico) and Scarborough (North West Shelf). However, UBS notes,
once NWS transitions to a tolling facility it too may be divested.
New Money
Growth in copper and nickel has been flagged, through exploration and early-stage acquisitions. M&A is one
possible avenue for expansion although priority will be given to early-stage prospects, reserves and resources
growth and extracting more value from existing assets.
On the expansion side, the nickel footprint (Nickel West) will include the Honeymoon Well tenements and the
50% of the Albion Downs North and Jericho joint ventures in Western Australia.
Potash is also considered a "future-facing" commodity although the final investment decision on Jansen
(Canada) has been moved out slightly. Brokers suspect Jansen may now get approved when it goes before the
board in mid 2021. Both UBS and Credit Suisse assert the economics of this project are clouded.
The Samarco iron ore JV in Brazil, which has not produced since the tailings dam failure in November 2015, is
now reincorporated in Macquarie's forecasts. BHP has approved US$44m in expenditure for its share of work
related to the potential re-start.
Macquarie has reincorporated Trion into forecasts too, in light of the company's positive outlook towards the
Gulf of Mexico assets. BHP Group owns 60% of the project and first production is targeted for FY25-26.
Petroleum expansion could still be on the cards, if opportunity presents.
Meanwhile, Escondida is expected to sustain reduced production, given the heavy impact from the pandemic
on Chilean copper operations. The company expects Escondida to return to around 1.2mtpa in FY23.
11

The Spence (Chile) hypogene copper project is on track for first production in the next 12 months as is the
South Flank (WA) iron ore project. Other growth projects are on schedule and on budget such as Atlantis phase
3 (US), Ruby (Trinidad) and Mad Dog phase 2 (Gulf of Mexico).
Among those stockbrokers not monitored daily on the database, Shaw and Partners has a Buy rating and $40
target while the database has four Buy ratings and three Hold. The consensus target is $39.49, signalling -0.1%
downside to the last share price.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Telstra's Precarious Dividend
Following a disappointing FY20, most brokers believe Telstra will be forced to cut its dividend in FY21.
-NBN, virus hit Telstra’s FY20 profits
-Most analysts see dividend cut in 2021
-5G rollout will help boost mobile earnings
-Brokers mixed on Telstra’s value
By Nicki Bourlioufas
The introduction of the national broadband network (NBN), a hit from covid and margin contraction in the
mobile business are adding to Telstra's woes and analysts expect a cut to its full-year dividend for fiscal 2021
as the telco experiences an earnings trough.
After its recent disappointing profit result for FY20, analysts are downbeat on the outlook for FY21. Telstra
((TLS)) posted a -14.4% fall in net profit after tax for FY20 to $1.84bn, down from $2.15bn the previous year.
Total income decreased -5.9% to $26.2bn while dividends were declared at 16 cents per share including a
special dividend of 3cps.
Telstra said the pandemic has cost the telco $200m in earnings this year, while the NBN’s impact totalled
$830m. Overall, mobile revenue fell -$461 million in FY20 while NBN migration and a continued drop in voice
services affected fixed-line revenue.
According to Morgans, FY21 earnings will be further negatively impacted by covid and strong competition. The
broker expects a -15% drop in consolidated earnings (EBITDA) for FY21, which would result in earnings per share
falling -37% and its dividend forecast dropping -25%. “We now forecast a 12cps [fully franked] dividend
from FY21 onwards.”
In FY21-22, Morgans predicts dividends will be supported by special dividends. After FY23, NBN one-off hits
effectively disappear and this would become a 12cps ordinary dividend. “There is upside risk to our DPS
target if the competitive environment proves to be more rational than management’s current thinking.”
On the positive side, mobile average revenue per user (ARPU) and EBITDA are expected to improve from the
second half of FY21 as Apple’s 5G iPhone is eventually rolled out, which “is likely the main catalyst for TLS
customers to upgrade to 5G”. Telstra’s 5G network now covers 53 cities and regional towns around Australia
and expanding that coverage will be a key focus in FY21. Morgans has reduced its Telstra price target to $3.21
from $3.73 and moved to a Hold recommendation from a prior Add.

13

JP Morgan forecasts a full-year dividend of 13cps for FY21, based on a 90% payout of underlying profit, at the
top end of the company’s range. At the current share price, that implies a yield of around 4.2%, “which is not
quote ‘overly compelling.’” JP Morgan has downgraded Telstra to a Neutral rating and forecasts the telco’s
profit for FY21 will drop -22% to $1.6bn, and by -15% in FY22 to $1.5bn. The broker’s price target is $3.40.
Morgan Stanley is slightly more downbeat and has a price target of $3.00.
Unlike some other brokers, UBS believes Telstra is undervalued and has a price target of $3.70.
“We think recurring NBN payments and mobile alone underpin ~$1 and ~$2 of value respectively.” UBS expects
the telco to pay a full-year dividend of 14 cps. Even if Telstra achieves its return on invested capital (ROIC)
target, “it would need to operate at the most aggressive end of current settings to support the 16cps
DPS.” However, downside “appears limited” for the telco.
But UBS notes headwinds. Telstra’s mobile margins fell by -0.9% to 34.7% due to lower services revenues.
However, this was partially offset by lower costs and improved hardware margin. In UBS’s base case, it see an
eventual return to industry mobile revenue growth, which would result in long-term earnings per share of
18cps, dividends of 16cps, and a price of $3.70 assuming a ~8.5x EBITDA multiple on mobile.”
UBS’s downside scenario is $2.60, which factors in “continued irrationality in the mobile market. This is still
a possibility” if Telstra seeks gross subscriber and revenue growth, rather than boosting its returns.
Also upbeat on Telstra is Credit Suisse. It expects ROIC of 7.6% in FY23 and forecasts underlying EBITDA of
$7.6bn, which is within management’s $7.5bn to $8.5bn target range. It expects a 16cps dividend to be
retained. That suggests “the updated 7%+ target is consistent with maintaining the dividend at current
levels.” While Credit Suisse has lowered its target price to $3.90 from $4.10, primarily to reflect downgrades
to its mobile and fixed forecasts, its Outperform rating has been maintained.
Macquarie Wealth Management also has an outperform rating on Telstra. While the FY21 result highlights
ongoing operational challenges and covid impacts, it sees a medium-term earnings recovery and strong cash
flow supporting its $3.50 target price.
“Whether this outlook will also support the dividend at current levels looks a line ball outcome to us. For the
reasons given, we believe it can.” Macquarie is predicting an improvement in mobile ARPU and margins from
the second half FY21, helping to offset the drag on revenue from the NBN and its fixed line division.
Macquarie has held its forecast at 16cps for FY21 given strong near term cash flow and solid medium-term
outlook and mobile growth, though it flags the dividend position is “very precarious”. To sustain 16cps, Telstra
would have to effectively bridge FY21-22 with the distribution of net NBN one-off payments (as per its current
dividend policy), and also hold a payout ratio of ~100% (vs 70% to 90%, its current policy). “Again, we think
the latter can be justified based on strong free cash flow”.
14

the latter can be justified based on strong free cash flow”.
According to FNArena’s database, the consensus target price for Telstra is $3.45, suggesting 13.9% upside to
the last share price. Targets range from $3.00 from Morgan Stanley to $3.90 from Credit Suisse.
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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Bapcor On Pole Position For FY21
Automotive accessories supplier Bapcor delivered FY20 results that were hard to fault, and the outlook for
FY21 looks promising.
-Motor vehicle trends supportive
-Offers exposure to defensive earnings
-Cash flow should fund dividend and capex obligations
By Eva Brocklehurst
Automotive accessories supplier Bapcor ((BAP)) is full steam ahead despite disruptions caused by the
pandemic, reiterating growth targets for the next five years. The company has refrained from providing its
usual guidance but did deliver a detailed trading update, highlighting robust May-June trading conditions have
continued into July.
In FY20 gross profit was up 11.8% while operating earnings (EBITDA) were down -4.1%. While July sales may
have been strong, growth rates are expected to ease back, although UBS assesses there is also scope for an
improvement in earnings margins.

Credit Suisse found the results hard to fault, noting demand drivers are intact and this should sustain
above-trend sales in FY21. Valuation is now only 7% above levels immediately prior to the sell-off on the
outbreak of coronavirus and there is heightened expectations surrounding the amount of private vehicle
kilometres being driven over the next two years.
There is no doubt Melbourne's lockdown, and to a lesser extent Auckland, will affect business in the months
ahead but the broker asserts the rest of Australia is demonstrating how the automotive aftermarket industry
will endure once movement restrictions are withdrawn.
Citi also conservatively assumes like-for-like sales growth will slow down over the next five months, to 3% and
16

5% in trade and retail, respectively. This will occur as pent-up demand subsides and Burson cycles promotions.
Consumer expenditure may also be affected by the scaling back of JobKeeper and a slowing in superannuation
withdrawals. Nevertheless, should consumers continue to use personal vehicles instead of public transport and
delay new vehicle purchases this will line up the skittles for Bapcor.
In the second half, gross margins declined by -111 basis points because of FX headwinds and stock
obsolescence. However Citi estimates FY21 gross margins will increase to 47% as private-label penetration
expands and the Australian dollar strengthens. One-off costs associated with obsolescence should also
disappear.
Growth Targets
The company's 5-year growth targets include a 29% increase in trade stores to 240, commercial vehicle stores
up 114% to 90 and Autobahn up 49% to 200. Thailand is also expected to expand to 80 sites from just six
currently. Moreover, the new Melbourne distribution centre will become operational next year.
Morgans expects cash flow should almost fully fund the dividend and capital expenditure obligations in coming
years and, while consumer sentiment may be distorted given the extent of the economic stimulus that is
occurring, the industry should prove resilient at the very least.
The broker's forecasts require around 7.7% growth in the base business which should be readily achievable. This
excludes the benefits of acquisition contributions and any reduction in corporate costs. Morgans also points out
Bapcor did not receive any government subsidies in Australia in FY20 although was eligible for $3.9m of NZ
subsidies doing stage 4 lockdowns.
Credit Suisse speculates, even factoring in lower cash flow conversion versus company estimates, around $60m
of growth capital expenditure can be self-funded along with $60m of dividend payments, and net debt still
fall. Ironically, the broker assesses Bapcor now presents as potentially under-geared.
Citi agrees the valuation is undemanding as Bapcor offers exposure to defensive earnings that should be
relatively resilient even as economic conditions deteriorate. There are also multiple long-term growth
opportunities in private-label penetration and international expansion.
The broker also believes the strong trade momentum during July implies a positive outlook for GUD Holdings
((GUD)), one of Bapcor's top 15 suppliers. GUD Holdings has a lagged relationship with the sales of its key
customers at around 4-6 weeks.
FNArena's database has six from six Buy ratings for Bapcor with a consensus target of $7.75 that suggests 11.9%
upside to the last share price. Targets range from $6.90 (Macquarie, yet to comment on the results) to $8.45
(Morgan Stanley).
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 14-08-20
By Mark Woodruff
Guide:
The FNArena database tabulates the views of seven major Australian and international stock brokers: Citi,
Credit Suisse, Macquarie, Morgan Stanley, Morgans, Ord Minnett and UBS.
For the purpose of broker rating correlation, Outperform and Overweight ratings are grouped as Buy, Neutral
is grouped with Hold and Underperform and Underweight are grouped as Sell to provide a Buy/Hold/Sell
(B/H/S) ratio.
Ratings, consensus target price and forecast earnings tables are published at the bottom of this report.
Summary
Period: Monday August 10 to Friday August 14, 2020
Total Upgrades: 12
Total Downgrades: 10
Net Ratings Breakdown: Buy 48.48%; Hold 40.03%; Sell 11.49%
For the week ending Friday 14th of August, the second week of the August reporting season, downgrades and
upgrades were fairly evenly matched for stockbroking analysts’ company ratings on individual ASX-listed
stocks. Of the ten downgrades, three moved to a direct Sell including Charter Hall Retail REIT due to falling
occupancy and softening leasing spreads, Wisetech Global from a combination of macroeconomic conditions
and a slowing in acquisitions, and Mineral Resources, as the broker believes valuation has not kept up with the
share price.
Twelve companies received upgrades and seven went to a Buy recommendation. The only company to receive
two upgrades was Sydney Airport (to a Neutral from Sell), after launching a capital raise. Another
travel-related upgrade was Serko (to a Buy from Neutral). Though it is too early to be adamant, these upgrades
may point to a wider view by analysts across the travel sector that after making post-result negative earnings
adjustments, some travel companies may be approaching a nadir.
Those adjustments are clearly highlighted in the table showing negative updates to earnings estimates, in
which three of the top four percentage downgrades were Serko, Sydney Airport and Flight
Centre. Understandably, the official line from analysts is that many uncertainties remain. The top three
positive updates to earnings estimates were Insurance Australia Group, News Corp and Downer EDI. Of the
three, only News Corp had a slight beat to earnings, while analysts are attempting to discern the effect of
Downer EDI allocating capital toward more profitable segments of the business.
Enjoying the biggest percentage change to price targets for the week were Breville Group and Treasury Wine
Estates. This may be described as catch-up by certain brokers as both reported in-line profit results. More
representative of reporting-season effects were AGL Energy and Telstra. They came first and second on the
table for the largest percentage target price decrease, after both reporting a ‘miss’ on net profit guidance for
FY21.
Total Neutral/Hold recommendations take up 48.48% of the total, versus 40.03% on Neutral/Hold, while Sell
ratings account for the remaining 11.49%.
Upgrade
AGL ENERGY LIMITED ((AGL)) Upgrade to Accumulate from Hold by Ord Minnett .B/H/S: 1/3/3
Underlying net profit in FY20 was below Ord Minnett's forecasts. The result was affected by weaker commodity
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prices and driven by lower wholesale electricity prices. Net profit guidance for FY21 of $560-660m implies
earnings are likely to decline further.
Despite management's warnings that market headwinds are intensifying, Ord Minnett believes there are now
reasons to own the stock predicated on the unsustainable nature of current commodity prices and a recovery
in wholesale electricity as a positive catalyst.
The broker estimates FY21 dividends could result in yields up to 6-7%. Rating is upgraded to Accumulate from
Hold and the target is reduced to $17.30 from $18.40.
AMP LIMITED ((AMP)) Upgrade to Neutral from Sell by Citi .B/H/S: 1/5/1
While the proposed capital return of $544m will likely be welcomed, Citi points out up to $200m of this is in
the form of a buyback over 12 months and, therefore, not necessarily a done deal.
The broker makes compositional changes to forecasts to allow for a higher second half compared with the first
half and the buy-out of the minority stake in AMP Capital.
Although the short-term outlook is challenging, because of the special dividend, Citi lifts its rating to
Neutral/High Risk from Sell/High Risk. Target is steady at $1.45.
CHALLENGER LIMITED ((CGF)) Upgrade to Outperform from Neutral by Macquarie .B/H/S: 1/6/0
The FY21 normalised profit (NPBT) of $390m-$440m for Challenger missed consensus guidance of the broking
community by around -7%, says Macquarie.
The analyst notes Life book growth of 2.1% was achieved, with a 2H20 new business tenor of around 10.7 years,
versus 9.1 years in 1H20.
No final dividend was declared.
Macquarie likes the long-term growth thematic and considers valuation has become attractive.
Following recent stock price pressures, Macquarie upgrades to an Outperform rating from Neutral. The price
target is increased to $4.50 from $4.40.
DOWNER EDI LIMITED ((DOW)) Upgrade to Buy from Neutral by Citi .B/H/S: 2/3/0
Citi suggests Downer EDI should re-rate with an outlook for stronger and more resilient earnings and a stronger
balance sheet after the recent capital raising.
Resilient second half revenues were a standout feature of the FY20 result for the broker. The analyst upgrades
FY21 profit (NPATA) estimates by 29%, revenue by 10% and EBITA margins by around 40 basis points.
The rating is upgraded to Buy from Neutral. The target price is increased to $5.32 from $4.65.
JB HI-FI LIMITED ((JBH)) Upgrade to Neutral from Underperform by Credit Suisse .B/H/S: 0/7/0
Government support measures, particularly superannuation withdrawals, have led to a near term bubble in
household goods spending, suggest the analysts, leading Credit Suisse to upgrade its forecasts for JB Hi-Fi till
the first half FY21.
The broker expects JB Hi-Fi’s net profit for FY20 to be $325m. The company will report its FY20 results on
August 17.
Credit Suisse upgrades its rating to Neutral from Underperform with the target price increasing to $42.71 from
$34.52.
METCASH LIMITED ((MTS)) Upgrade to Buy from Neutral by Citi .B/H/S: 4/2/0
Trading conditions for the grocery businesses in general remain buoyant and the analysts have penciled in
higher than usual growth numbers for the six months ahead.
Apart from elevated sales growth, Citi cites rational market conditions and earnings/dividend stability which
all justify an overweight portfolio position towards the main industry stalwarts in Australia.
Metcash has been upgraded to Buy from Neutral, with a price target of $3.50.
NAVIGATOR GLOBAL INVESTMENTS LIMITED ((NGI)) Upgrade to Buy from Hold by Ord Minnett .B/H/S: 2/0/0
Ord Minnett upgrades to Buy from Hold as, while FY20 results were slightly below expectations, the
company's new partnership with Dyal Capital offers a compelling economic and strategic opportunity.
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The broker considers the stock cheap, noting an FY21 cash/PE ratio of 10x and dividend yield of around 7.2%,
and this is ahead of the contribution from the new partnership. Target is raised to $2.30 from $1.40.
SEEK LIMITED ((SEK)) Upgrade to Hold from Reduce by Morgans .B/H/S: 3/3/0
Seek has reported results in-line with guidance given in late June. However, the indicative earnings potential
(not outlook) was below market expectations, according to Morgans.
The broker shows that the second half bore the full force of covid-19 lockdowns, but since April/May there has
been a steady improvement in volumes and the company continues to invest regardless.
The large end markets that the company is attempting to dominate appeal to Morgans, but the broker awaits
more concrete evidence on the return profile on these investments and acceleration of core business earnings.
The rating is upgraded to Hold from Reduce. The target price is increased to $17.90 from $15.55.
See also SEK downgrade.
SERKO LIMITED ((SKO)) Upgrade to Buy from Hold by Ord Minnett .B/H/S: 3/0/0
Ord Minnett suspects the market may be overlooking the technology growth story the company presents.
Serko has a dominant online booking tool in the Australasian corporate travel segment and the deal with
Booking.com announced in October 2019 has potential to transform the business.
Ord Minnett upgrades to Buy from Hold and raises the target to $5.51 from $3.70, expecting the stock to
outperform once concerns over the pandemic ease.
SYDNEY AIRPORT HOLDINGS LIMITED ((SYD)) Upgrade to Neutral from Sell by Citi and Upgrade to Hold from
Lighten by Ord Minnett .B/H/S: 3/3/1
The company has announced a $2bn equity issue. This did not surprise Citi, having flagged the risk of a capital
raising for some time.
The broker also believes potential credit rating pressure could have played a part in management's decision, as
ratings agencies put the company on negative watch.
First half results, meanwhile, missed estimates at the EBITDA line, affected by abatements for retail property
tenants.
Citi upgrades to Neutral from Sell, believing the capital raising could relieve much of the pressure on credit
metrics and lead to a reversal of near-term underperformance.
However, the uncertainties prevent the broker from becoming more positive. Target is reduced to $5.61 from
$5.87.
Ord Minnett upgrades to Hold from Lighten and reduces the target to $5.00 from $5.10. Sydney Airport
reported a first half net loss of -$53m, much weaker than expected.
Ord Minnett believes the business is a high-quality infrastructure asset that will recover albeit facing severe
headwinds to revenue while travel restrictions are in place.
The capital raising should ensure debt covenants are not breached, but the broker awaits a turnaround in
passenger numbers and earnings before becoming more positive.
TREASURY WINE ESTATES LIMITED ((TWE)) Upgrade to Outperform from Neutral by Macquarie .B/H/S: 2/4/0
Treasury Wine Estates released FY20 results in-line with its pre-announcement, but flagged cost outs and signs
of improving volumes in China, leading Macquarie to upgrade its rating to Outperform.
The new strategic agenda outlines plans for a further -$50m of cost savings on top of the -35m cost out
program already announced, notes the broker.
The analyst materially lifts the target price on an improved medium-term growth outlook and lowered risk
premium on Chinese business as volumes recover.
The rating is upgraded to Outperform from Neutral. The target price is increased to $14.90 from $11.50.
Downgrade
BREVILLE GROUP LIMITED ((BRG)) Downgrade to Neutral from Outperform by Credit Suisse .B/H/S: 3/3/0
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Credit Suisse remains positive about the long-term growth prospects but the share price has appreciated over
160% since March. Therefore, this is considered a good opportunity to take a breather and the broker
downgrades to Neutral from Outperform.
The target is raised to $26.81 from $20.27. Market trends provide confidence with respect to the performance
in May and June and forecasts are upgraded accordingly.
Medium term forecasts are also upgraded based on the coffee category continuing to drive overall growth in
the small home appliances industry. Breville will report its results on August 13.
CHARTER HALL LONG WALE REIT ((CLW)) Downgrade to Hold from Accumulate by Ord Minnett .B/H/S:
2/2/0
FY20 results were broadly in line. The FY21 outlook for a distribution of no less than 29.1c is slightly weaker
than expected but Ord Minnett considers it probable the company has adopted conservative assumptions and
therefore some upside is likely for earnings.
While the stock remains attractive, the broker believes this has been priced into the shares and downgrades to
Hold from Accumulate. Target is raised to $4.73 from $4.48.
CHARTER HALL RETAIL REIT ((CQR)) Downgrade to Sell from Neutral by Citi .B/H/S: 3/1/2
FY20 earnings beat estimates and Citi highlights the accounting approach to the impact of the pandemic is less
conservative compared with peers.
The broker notes falling occupancy and softening leasing spreads signal landlords will increasingly have to
reduce rents to maintain occupancy at high levels.
The broker estimates A-REIT earnings will settle -15-20% below FY20 levels, given the uncertainty.
Rating is downgraded to Sell from Neutral as the broker believes the results have left investors more focused
on downside risks and questioning the underlying earnings outlook. Target is reduced to $2.86 from $2.99.
FLIGHT CENTRE LIMITED ((FLT)) Downgrade to Neutral from Buy by Citi .B/H/S: 4/2/0
Flight Centre anticipates a FY20 pre-tax loss in a range of -$475-525m. Citi downgrades to Neutral from Buy,
raising the target to $13.50 from $12.50, given the uncertainty surrounding the resumption of global and
domestic travel and the lack of catalysts outside of a successful vaccine.
Liquidity has improved and the monthly cash burn has reduced, although revenue is at just 7% of historical
levels. Still, this likely rules out a second equity raising until early 2021, in the broker's view.
JAMES HARDIE INDUSTRIES N.V. ((JHX)) Downgrade to Neutral from Buy by Citi .B/H/S: 5/1/0
Citi further assesses that James Hardie is priced for perfection and downgrades to Neutral from Buy. Target is
$33.10.
Underlying top-line momentum continues to accelerate and the earnings margin in North America in the second
quarter is strong, comments the broker, helped by lower pulp/freight costs and better operating leverage.
MINERAL RESOURCES LIMITED ((MIN)) Downgrade to Lighten from Hold by Ord Minnett .B/H/S: 1/1/0
Ord Minnett upgrades its iron ore price forecasts by 19% for 2021 to US$100/t, and by 10% for 2022 to US$86/t.
Despite factoring in 45% increases to earnings estimates for Mineral Resources in FY21, the broker believes
valuation has not kept up with the share price.
Rating is downgraded to Lighten from Hold. Target is raised to $21.40 from $18.80.
REA GROUP LIMITED ((REA)) Downgrade to Hold from Accumulate by Ord Minnett .B/H/S: 1/5/0
Ord Minnett considers the outlook is positive, amid lower interest rates, lifestyle changes, stamp duty relief
and well capitalised first time buyers clearing the supply chain and creating confidence for vendors.
The broker expects listings growth should begin again in the fourth quarter of 2020 and accelerate through
2021, primarily as mortgage holidays and lockdowns expire.
Still, a lack of valuation support leads the broker to downgrade to Hold from Accumulate. Target is raised to
$104 from $100.
SEEK LIMITED ((SEK)) Downgrade to Hold from Accumulate by Ord Minnett .B/H/S: 3/3/0
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Seek’s FY20 operating income was $414.9m versus $455m in FY19. Management expects the net profit in FY21
to be $20m, or $330m in EBITDA. This has led to Ord Minnett lowering its operating income estimate by -25.8%
for FY21.
While management has an impressive track record of high returns on investment, the broker prefers to wait for
a clearer picture of the impact of lockdowns on the employment market.
The broker is upbeat on China from FY22 onwards and believes the company’s recovery will be led by its
Zhaopin division. Operating income forecasts reduced for FY21-22.
On account of lower estimates, Ord Minnett downgrades its recommendation to Hold from Accumulate with
the target price decreasing to $20.15 from $24.
See also SEK upgrade.
TELSTRA CORPORATION LIMITED ((TLS)) Downgrade to Hold from Add by Morgans .B/H/S: 4/1/1
Morgans states the FY20 result for Telstra was in-line with guidance, but the FY21 guidance was below the
broker's and consensus forecasts and was negatively impacted by the ongoing challenges of covid-19. This was
due to reduced international travel and some short-term timing delays in relation to cost saving, notes the
analyst.
The company declared a final dividend of 8 cents, bringing the FY20 total to 16 cents, however, the analyst
explains after FY23 the NBN one-offs effectively disappear and there will no longer be support from special
dividends.
The company reduced its FY23 return on capital target to greater than 7% from 10%, which has implications for
both EPS and DPS sustainability, warns the broker.
Morgans materially reduces forecasts for EPS and DPS and expects the company to declare a 12 cent fully
franked dividend in FY21 and beyond.
The rating has declined to Hold from Add. The target price is decreased to $3.21 from $3.73.
WISETECH GLOBAL LIMITED ((WTC)) Downgrade to Sell from Neutral by Citi .B/H/S: 2/1/1
Citi lowers FY20-22 net profit forecasts by -2-27% and downgrades to Sell from Neutral. Target is reduced to
$18.40 from $22.60.
While there is plenty to like about the stock, given a strong balance sheet and the market-leading Cargowise
One platform, the broker envisages downside risk to consensus forecasts because of a combination of
macroeconomic conditions and a slowing in acquisitions.
While the change in M&A strategy is positive over the medium term, Citi considers this negative for revenue
growth in the short term.
Total Recommendations

Recommendation Changes
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Broker Recommendation Breakup

Broker Rating
Order
Company
Upgrade
1
AGL ENERGY LIMITED
2
AMP LIMITED
3
CHALLENGER LIMITED
4
DOWNER EDI LIMITED
5
JB HI-FI LIMITED
6
METCASH LIMITED
7
NAVIGATOR GLOBAL INVESTMENTS LIMITED
8
SEEK LIMITED
9
SERKO LIMITED
10
SYDNEY AIRPORT HOLDINGS LIMITED
11
SYDNEY AIRPORT HOLDINGS LIMITED
12
TREASURY WINE ESTATES LIMITED
Downgrade
13
BREVILLE GROUP LIMITED
14
CHARTER HALL LONG WALE REIT
15
CHARTER HALL RETAIL REIT
16
FLIGHT CENTRE LIMITED
17
JAMES HARDIE INDUSTRIES N.V.
18
MINERAL RESOURCES LIMITED
19
REA GROUP LIMITED
20
SEEK LIMITED
21
TELSTRA CORPORATION LIMITED
22
WISETECH GLOBAL LIMITED

New Rating

Old Rating

Broker

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

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

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

Neutral
Neutral
Sell
Neutral
Neutral
Sell
Neutral
Neutral
Neutral
Sell

Buy
Buy
Neutral
Buy
Buy
Neutral
Buy
Buy
Buy
Buy

Credit Suisse
Ord Minnett
Citi
Citi
Citi
Ord Minnett
Ord Minnett
Ord Minnett
Morgans
Citi

Recommendation
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
ALD AMPOL
2
CPU COMPUTERSHARE LIMITED
3
SYD SYDNEY AIRPORT HOLDINGS LIMITED
4
DOW DOWNER EDI LIMITED
5
MTS METCASH LIMITED
6
TWE TREASURY WINE ESTATES LIMITED
7
SEK SEEK LIMITED
8
AGL AGL ENERGY LIMITED

New RatingPrevious
50.0%
21.0%
29.0%
40.0%
58.0%
21.0%
50.0%
-36.0%

Rating Change Recs
10.0%
40.0% 5
-7.0%
28.0% 7
7.0%
22.0% 7
20.0%
20.0% 5
42.0%
16.0% 6
7.0%
14.0% 7
42.0%
8.0% 6
-43.0%
7.0% 7

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
VRT VIRTUS HEALTH LIMITED

New RatingPrevious Rating Change Recs
67.0%
100.0%
-33.0% 3
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2
3
4
5
6
7
8
9
10

Z1P
WTC
REA
LNK
TPG
JHX
BRG
MIN
CQR

ZIP CO LIMITED
WISETECH GLOBAL LIMITED
REA GROUP LIMITED
LINK ADMINISTRATION HOLDINGS LIMITED
TPG TELECOM LIMITED
JAMES HARDIE INDUSTRIES N.V.
BREVILLE GROUP LIMITED
MINERAL RESOURCES LIMITED
CHARTER HALL RETAIL REIT

-13.0%
10.0%
17.0%
58.0%
8.0%
83.0%
50.0%
17.0%
17.0%

17.0%
38.0%
42.0%
75.0%
25.0%
100.0%
67.0%
33.0%
33.0%

-30.0%
-28.0%
-25.0%
-17.0%
-17.0%
-17.0%
-17.0%
-16.0%
-16.0%

4
5
6
6
6
6
6
3
6

Target Price
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
BRG BREVILLE GROUP LIMITED
2
TWE TREASURY WINE ESTATES LIMITED
3
CLW CHARTER HALL LONG WALE REIT
4
JHX JAMES HARDIE INDUSTRIES N.V.
5
CPU COMPUTERSHARE LIMITED
6
REA REA GROUP LIMITED
7
FLT FLIGHT CENTRE LIMITED
8
MIN MINERAL RESOURCES LIMITED
9
MTS METCASH LIMITED
10
DOW DOWNER EDI LIMITED

New TargetPrevious Target Change Recs
26.792
22.878
17.11% 6
12.771
11.386
12.16% 7
5.248
4.830
8.65% 4
34.883
32.317
7.94% 6
12.953
12.229
5.92% 7
106.633
101.022
5.55% 6
13.689
13.131
4.25% 7
22.667
21.800
3.98% 3
3.182
3.115
2.15% 6
4.764
4.664
2.14% 5

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
AGL AGL ENERGY LIMITED
2
TLS TELSTRA CORPORATION LIMITED
3
LNK LINK ADMINISTRATION HOLDINGS LIMITED
4
SYD SYDNEY AIRPORT HOLDINGS LIMITED
5
WTC WISETECH GLOBAL LIMITED
6
VRT VIRTUS HEALTH LIMITED
7
Z1P ZIP CO LIMITED
8
IDX
INTEGRAL DIAGNOSTICS LIMITED
9
SEK SEEK LIMITED
10
CQR CHARTER HALL RETAIL REIT

New TargetPrevious
14.839
3.568
4.687
5.824
21.520
3.640
6.200
4.508
20.892
3.360

Target Change Recs
16.794
-11.64% 7
3.805
-6.23% 6
4.987
-6.02% 6
6.161
-5.47% 7
22.550
-4.57% 5
3.810
-4.46% 3
6.450
-3.88% 4
4.678
-3.63% 5
21.625
-3.39% 6
3.442
-2.38% 6

Earning Forecast
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
IAG INSURANCE AUSTRALIA GROUP LIMITED
2
NWS NEWS CORPORATION
3
DOW DOWNER EDI LIMITED
4
REA REA GROUP LIMITED
5
TCL TRANSURBAN GROUP
6
APE AP EAGERS LIMITED
7
GMG GOODMAN GROUP
8
JHX JAMES HARDIE INDUSTRIES N.V.
9
BRG BREVILLE GROUP LIMITED
10
TWE TREASURY WINE ESTATES LIMITED

New EF Previous EF Change Recs
30.086
16.829
78.77% 7
45.047
33.357
35.05% 4
35.102
26.797
30.99% 5
236.040
201.333
17.24% 6
13.204
11.276
17.10% 7
30.248
26.748
13.09% 6
63.650
57.717
10.28% 6
128.529
116.776
10.06% 6
63.650
58.503
8.80% 6
46.991
44.141
6.46% 7

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
SKO SERKO LIMITED
2
SYD SYDNEY AIRPORT HOLDINGS LIMITED
3
NUF NUFARM LIMITED
4
FLT FLIGHT CENTRE LIMITED
5
CRN CORONADO GLOBAL RESOURCES

New EF Previous EF Change Recs
-13.940
-7.166
-94.53% 3
-9.565
-6.050
-58.10% 7
-3.653
-2.353
-55.25% 7
-140.100
-96.529
-45.14% 7
-18.222
-13.964
-30.49% 3
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6
7
8
9
10

SEK
AGL
TPG
ALD
TLS

SEEK LIMITED
AGL ENERGY LIMITED
TPG TELECOM LIMITED
AMPOL
TELSTRA CORPORATION LIMITED

20.438
98.917
16.837
86.200
14.827

29.158
129.986
21.837
107.800
17.067

-29.91%
-23.90%
-22.90%
-20.04%
-13.12%

6
7
6
5
6

Technical limitations
If you are reading this story through a third party distribution channel and you cannot see charts
included, we apologise, but technical limitations are to blame.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
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Uranium Week: Consumers May Finance UK
Reactor
Hitachi is talking to the UK government about resurrecting plans for a nuclear power plant in Wales, while the
spot uranium price takes a tumble.
-Hitachi is seeking to revive plans for a nuclear power plant in UK
-US uranium production continues to decline
-Uranium spot price indicator falls nearly three percent
By Mark Woodruff
Horizon Nuclear Power, a UK-based subsidiary of Hitachi, has been holding “detailed conversations” with the
UK government in recent weeks to persuade ministers that the proposed Wylfa Newydd plant on Anglesey in
North Wales could be quickly re-mobilised if they can produce a new financing model for large nuclear power
stations in Britain, according to a report in the Financial Times.
The government launched a review into a “regulated asset base” funding model, which would see consumers
pay upfront through their energy bills for a new plant and significantly reduce the construction risk for
developers, FT reports.
There has also been talk in the industry of the state taking majority stakes in nuclear schemes, which could
enable developers such as Horizon Nuclear Power to become contractors.
A spokesperson for the Department for Business, Energy and Industrial Strategy said: “New nuclear has an
important role to play in providing reliable, low carbon power as part of our future energy mix as we tackle
climate change. We regularly engage with developers about their projects.”
Uranium Pricing & Production
Industry consultant TradeTech reports its spot price indicator declined nearly -3% in the last week and has
decreased an average of -0.5% per week since mid-May.
TradeTech’s weekly spot price indicator fell -US90c to US$31.40 last week, on a mere one transaction of
100,000 pounds U3O8.
Average weekly transaction volumes have also declined to 1.2 million pounds per week over the last 3 months,
from a high of nearly 2.3 million pounds per week in April.
TradeTech's term price indicators remain at US$36.50/lb (mid) and US$39.00/lb (long).
According to the US Energy Information Administration’s (EIA) latest quarterly domestic uranium production
report, US uranium production continued to decline in the second quarter ended June 30.
The EIA noted in its quarterly report that domestic uranium production had declined considerably in recent
years, and activity did not reach a threshold at which a specific production figure could be published without
violating the protections that the agency had committed to provide.
During the second quarter, five US uranium facilities produced uranium, one more than in the first quarter of
2020, according to the EIA.
Company News
TradeTech notes three Australian ASX-listed companies posted among the highest percentage share price gains
for the week due to recent announcements.
Peninsula Energy ((PEN)) said it had completed the laboratory stage of optimisation work at its Lance In-Situ
Recovery Project in the US state of Wyoming. Berkeley Energia ((BKY)) was granted a land use permit in Spain,
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required before construction begins for the Salamanca Uranium Mine. And uranium developer Bannerman
Resources ((BMN)) has completed a scoping study for development of its flagship Etango Uranium Project in
Namibia.
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.
FNArena is proud about its track record and past achievements: Ten Years On
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The Short Report - 20 Aug 2020
See Guide further below (for readers with full access).
Summary:
Week ending August 13, 2020.
Last week opened with a significant rally for the ASX200, driven by the banks, on signs of Victorian case-count
growth falling. Enthusiasm was nonetheless short-lived.
Last week the earnings season began to ramp up, ahead of a significant surge this week. It is thus interesting
to note scrap merchant Sims ((SGM)) fell out of the 5%-plus table last week from 6.6% shorted ahead of its
result earlier this week.
It is also interesting to note Webjet ((WEB)) surpassed Myer ((MYR)) last week to become the most shorted
stock on the ASX at 13.3%, up from 11.1%. Webjet reported yesterday and jumped 7.8%. This morning, at the
time of writing, it’s down -9%.
The biggest mover last week was Mesoblast ((MSB)), up to 7.6% from 5.9%. Last Friday the biotech received FDA
approval for its drug that fights bone marrow rejection of transplants for children, and potentially has positive
benefits for children with covid. The stock jumped over 30%. Our week in question ended on Thursday, so
this was not yet known.
Four days earlier, the stock had fallen over -30% when it appeared FDA approval may not be forthcoming.
Speaking of biotechs, perennially volatile Avita Medical ((AVH)), which specialises in skin regeneration,
debuted at the low end of the table last week at 5.3%.
No Movers & Shakers this week.
Weekly short positions as a percentage of market cap:
10%+
WEB 13.3
MYR 11.9
ING
10.3
No changes
9.0-9.9
ORE

9.1

In: ORE
8.0-8.9%
No stocks
Out: ORE, FXL
7.0-7.9%
IVC, CUV, MSB, Z1P, NEA, BOQ, FXL, GXY, CTD
In: FXL, MSB, CTD
6.0-6.9%
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FNP, JBH, SGM, BIN, FLT, MTS
In: BIN

Out: CTD, SGM, ALG

5.0-5.9%
PNV, CLH, SUL, IFL, LOV, BEN, ALG, PGH, AVH, BUB, LYC, PLS, AMA PBH, SEK
In: ALG, AVH

Out: MSB, BIN, PBH, SEK

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

4.2

4.3

NCM

0.4

0.3

ANZ

0.8

0.8

RIO

1.9

2.2

BHP

4.5

4.2

SCG

0.8

0.9

BXB

0.2

0.2

SUN

0.5

0.5

CBA

0.5

0.5

TCL

0.5

0.6

CSL

0.2

0.3

TLS

0.4

0.2

GMG

0.5

0.6

WBC

0.7

0.7

IAG

0.8

1.0

WES

0.5

0.4

MQG

0.2

0.2

WOW

0.2

0.2

NAB

0.9

0.9

WPL

1.2

1.2

To see the full Short Report, please go to this link
Guide:
The Short Report draws upon data provided by the Australian Securities & Investment Commission (ASIC) to
highlight significant weekly moves in short positions registered on stocks listed on the Australian Securities
Exchange (ASX). Short positions in exchange-traded funds (ETF) and non-ordinary shares are not included.
Short positions below 5% are not included in the table below but may be noted in the accompanying text if
deemed significant.
Please take note of the Important Information provided at the end of this report. Percentage amounts in this
report refer to percentage of ordinary shares on issue.
Stock codes highlighted in green have seen their short positions reduce in the week by an amount sufficient
to move them into a lower percentage bracket. Stocks highlighted in red have seen their short positions
increase in the week by an amount sufficient to move them into a higher percentage bracket. Moves in excess
of one percentage point or more are discussed in the Movers & Shakers report below.
IMPORTANT INFORMATION ABOUT THIS REPORT
The above information is sourced from daily reports published by the Australian Investment & Securities
Commission (ASIC) and is provided by FNArena unqualified as a service to subscribers. FNArena would like to
make it very clear that immediate assumptions cannot be drawn from the numbers alone.
It is wrong to assume that short percentages published by ASIC simply imply negative market positions held by
fund managers or others looking to profit from a fall in respective share prices. While all or part of certain
short percentages may indeed imply such, there are also a myriad of other reasons why a short position might
be held which does not render that position “naked” given offsetting positions held elsewhere. Whatever
balance of percentages truly is a “short” position would suggest there are negative views on a stock held by
some in the market and also would suggest that were the news flow on that stock to turn suddenly positive,
“short covering” may spark a short, sharp rally in that share price. However short positions held as an offset
against another position may prove merely benign.
Often large short positions can be attributable to a listed hybrid security on the same stock where traders
look to “strip out” the option value of the hybrid with offsetting listed option and stock positions. Short
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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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New Oil Era Emerges For Karoon Energy
Karoon Energy has struck a revised deal with Petrobras for the Bauna oilfield, ushering in a new era as an ASX
listed oil producer.
-Significant upside on a 12-month view
-Can avoid debt financing with new deal
-Bulk of Bauna payment deferred
By Eva Brocklehurst
In a rare event for a mature industry, Karoon Energy ((KAR)) will be making the transition to an ASX oil
producer from an oil explorer on completing the acquisition of the Bauna oil field in Brazil. This transition to a
16-17,000 bpd oil producer with growth prospects should enhance the upside value in the shares and raise
investor interest considerably, in Macquarie's view.
Karoon Energy, following a strategic review, concluded that its Brazilian oil strategy in the South Santos basin
was the best outcome for shareholders. Subsequently, the company has obtained revised terms for the Bauna
acquisition.
Morgan Stanley considers this a “very good” amended deal with Petrobras. A lower firm price and contingent
deal on higher oil prices should share the risk between purchaser and seller.

The broker expects it will take some time for investors to come to terms with the new look for Karoon Energy
but the outlook is attractive. At US$45/bbl long-term oil, Morgan Stanley values Bauna at almost $1.14/share.
This includes a -20% discount to factor in risks. The broker also asserts no other company in Australia under
coverage in this sector has such upside on a 12-month view upon successful delivery.
Given the importance of the Bauna acquisition and the plans for the CEO to retire at the AGM in November,
Macquarie suspects candidates with Brazilian experience are likely to be canvassed, although an existing
profile with the Australian market would also be important given the ASX listing. The broker notes further
approvals from the regulator and environmental licences are still required.
Karoon Energy can proceed with the Bauna deal without the need to resort to debt as a result of the revised
transaction. This is a critical positive, Morgans asserts, because it leaves the company with 100% ownership of
an oil field that is already producing 16,000bpd.
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Macquarie also points out Karoon Energy has withdrawn from its Great Australian Bight block EPP46, which
is considered a positive given the likely costs involved in exploration of that province.
Bauna Deal
Consideration will be paid via US$150m on close of the transaction (anticipated in the September quarter)
along with the US$50m deposit that was paid in July, as well as a working capital adjustment and interest
payable.
Deferred “firm” consideration payable 18 months after the transaction closes is US$380m less adjustments and
less the US$150m. The company calculates the total payable amount of “firm”consideration after adjustments
will be US$200m.
Contingent payments will be made reflecting the oil price, up to US$285m. Morgan Stanley assumes a
contingent amount is never paid for modelling purposes since its oil price assumptions are lower. Even if oil
prices move higher then this is a good problem to have, the broker adds, given the increased cash flow.
Moreover, the new terms defer the bulk of payment out to 2022-26 which can be obtained from cash flow as a
result. RBC Capital Markets calculates Karoon Energy will generate around US$200-300m in free cash flow in
2023 and agrees, ultimately, this Karoon may pay less than the stated figure.
As a result, Karoon is significantly de-risked, becoming an unhedged oil producer. The company expects to
spend US$150m over the next two years to boost production to its stated target of 25-30,000bpd.
RBC forecasts free cash flow break-even for the project of US$25-30/bbl, excluding transaction costs. The
broker, not one of the seven stockbrokers monitored daily on the FNArena database retains an Outperform
rating and $1.25 target. The database has three Buy ratings with a consensus target of $1.30 that suggests
68.4% upside to the last share price.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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Rudi's View: Early Signals From August 2020
Dear time-conscious investor: early signals from reporting season are positive, but it's early days, while
institutional investors still like technology stocks, with analysts lining up their favourites
In this week’s Weekly Insights:
-Early Signals From August 2020
-Small Cap Favourites
-Technology Remains Everybody’s Favourite
-Investment Opportunity For Sophisticated Investors
Early Signals From August 2020
By Rudi Filapek-Vandyck, Editor FNArena
At first glance, this year’s August reporting season is providing support to the strong share market recovery
witnessed since April, decisively delivering more “beats” than “misses” in corporate results and with
stockbroking analysts increasing their price targets on average by 4.79%.
As per always, broader context is necessary to put the first two weeks of August in a proper framework.
The most important factor to consider is that the FNArena Corporate Results Monitor as at the 17th August still
only includes 55 ASX-listed companies with subsequent broker responses.
While the Monitor operates on a 24-hour delay, the time needed for analysts to respond and reassess,
properly, 55 companies to date is well below prior reporting seasons this far into the month.
Hence, it’s dangerous to draw firm conclusions from such a small batch of reports, involving no more than 15
members of the ASX50 and 35 of the ASX200, but it cannot be denied early indications are relatively positive
and investors are showing a willingness to look through short-term headwinds, as I anticipated.
We will all be a lot wiser by this time next week, but as early indications go this season is heading for:
-circa -20% fall in earnings per share
-circa -38% reduction in dividends, with payout ratios on the rise (again)
-mild growth forecasts for FY21 (meaning growth won’t return until FY22 for many)
-on balance, net increases to valuations & price targets
-roughly balanced moves between upgrades and downgrades in stockbroker recommendations
-ongoing uncertainty with most companies refraining from providing FY21 guidance
Dividend Surprises
The biggest positive stand-out has come through numerous upside surprises for shareholder dividends,
including from AGL Energy ((AGL)) whose dim outlook surprised many, but the AGL board decided the company
shall payout 100% of profits over the next two years.
The AGL example serves as an early guide as to how Australian boards (still) feel compelled to use just about
anything at their disposal in order to meet the income requirements from a large group of domestic
shareholders.
Apart from AGL, more dividend surprises have come from AMP ((AMP)), Aurizon Holdings ((AZJ)), Evolution
Mining ((EVN)), GPT Group ((GPT)), Newcrest Mining ((NCM)), and QBE Insurance ((QBE)) while CommBank’s
((CBA)) 98c H2 payout was more than many analysts had penciled in.
Of course, as the above summary indicates, many more companies will not be paying any dividends this year,
or next year, but many others won’t be holding back, effectively creating yet another demarcation between
“winners” and “losers”.
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As many of the dividend payers are receiving support from government programs such as JobKeeper, a public
discussion has broken out about the appropriateness of such payouts.
The irony from this reporting season, thus far, is that the miners are swimming in cash, and showing restraint
in paying out dividends, also because costs are rising and more capex needs to be spent.

Positive Beats
On FNArena’s early assessment, some 34.5% (19) of companies reporting has beaten market expectations while
only 16.4% (9) delivered a “miss”.
If these numbers hold up until early September, then 2020 would easily become the best August reporting
season in Australia since 2013, but, again, too early to make such projections.
What we can assess is that already a number of companies have crowned themselves to stand-out winners and
losers for the season.
On the positive side, Goodman Group ((GMG)) yet again showcased to investors just how strong the shift to
online spending has become.
It wasn’t that long ago Goodman Group shares offered no more than 3.5% prospective yield, which elicited
quite the number of calls denominating the stock “grossly overvalued”, yet today the yield stretches no farther
than 1.6%, signalling the stock has (more than) doubled in price since 2016.
And still growing strong, with analysts further lifting growth estimates, which elevates price targets further,
allowing traders and investors to push up the share price higher without the risk of running out of oxygen.
Another positive stand-out is REA Group ((REA)) whose FY20 release yet again showcased the true value of
operating the number one real estate portal in the property-mad country that is Australia.
As with Goodman Group, REA Group shares have continued to climb and remain close to an all-time record
high. The key difference is that analysts’ price targets are all below the present share price.
Rio Tinto ((RIO)) too delivered a strong performance, overshadowed by the board restraining itself with the
half-year dividend, while James Hardie ((JHX)) remains clearly on a roll, and coal-stricken Aurizon Holdings
equally delivered on promises and potential.
Some results were strong, but the market had other ideas. Hence the likes of ResMed ((RMD)) and Breville
Group ((BRG)) received capital punishment post market update.
Long-term oriented investors should keep in mind these companies still have a lot of potential growth ahead of
them.
At the risk of stating the obvious, it has become evident already some retailers are enjoying boom-conditions
because Australians, simply put, don’t know where to spend their money otherwise.
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Major disappointments
I’ll say it again: highly valued companies are no more likely to disappoint during reporting seasons than
laggards and cheaply priced companies.
What you won’t easily find is a highly valued stock that rallies 10% or more upon the release of company
financials.
As such, owners of shares in AMP ((AMP)), Treasury Wine Estates ((TWE)), Baby Bunting ((BBN)) and Navigator
Global Investments ((NGI)) are feeling a lot happier today than those who own Goodman Group and REA Group.
But what about shareholders in AGL Energy? Challenger Financial ((CGF))? Or in Telstra ((TLS)) which, according
to some analysts, seemed poised to drop the mantle of perennial disappointer this month, but it simply was
not to be.
Telstra pretty much dropped yet another booby trap among investors, creating even more doubt about
dividend sustainability and the way forward for Australia’s largest telco.
It wasn’t that long ago that I reminded investors that with so many unhappy customers, a conglomerate so
much under pressure is highly unlikely to elevate itself to a position -ever- from where it can deliver
long-lasting, sustainable benefits for loyal shareholders.
Post Telstra’s FY20 report, the share price is back hovering above the $3 mark, not far off from the March low,
while analysts’ updated forecasts are implying lower dividends this year, and yet again in FY22.
Investors should also consider the annual receipts from the NBN will cease not long thereafter.
I am increasingly leaning towards the idea that Telstra is looking into creating value through cutting itself up in
smaller pieces, which shall be spun-off in order to make the sum of the parts count for more than the
conglomerate in its current form.
Job classifieds market operator Seek ((SEK)) too spooked investors with a much more fragile assessment of
what the future might look like ex-China.
A special mentioning goes out to Hamish Douglass and the rest of the crew at Magellan Financial Group ((MFG)).
Not only are they one of few asset managers in Australia who operate on the right side of the market shift
caused by low growth, low inflation, ageing demographics and super-charged technological disruption, like
other iconic success stories elsewhere, Magellan has yet again proven a great company is not afraid to disrupt
itself.
Instead of staring oneself blind on a high/low Price-Earnings (PE) ratio, or high/low implied dividend yield,
many an investor would do their portfolio one massive favour by paying attention to the attributes that don’t
show up in an Excel data overview, but which shall be the subject of academic dissertations for years to follow.
Investors should also note stocks like Goodman Group, REA Group, and ResMed are proudly owned by the
FNArena/Vested Equities All-Weather Model Portfolio (see also further below).
Paying subscribers can check up on my research into All-Weather stocks via a dedicated section on the website
(with fresh updates on Dividend Champions):
https://www.fnarena.com/index.php/analysis-data/all-weather-stocks/
Don’t forget FNArena is keeping track of August corporate results, including calendar and archive:
https://www.fnarena.com/index.php/reporting_season/
Small Cap Favourites
Even if signals and indicators are stacked against you, it still doesn’t mean a company will 100% guaranteed
disappoint with its financial report.
Which is why predicting (and anticipating) “beats” and “misses’ is always more of a guess and a giggle prior to
each reporting season.
UBS’s team of emerging companies specialists (small caps, thus) had singled out Altium ((ALU)) as more or
less a guaranteed disappointment in August.
But investors who sold out on that forecast would have been left just a little deflated on Monday, as the share
price post-release went up in a downward moving market.
Other candidates identified as most likely providers of negative surprises this month are Estia Health ((EHE)),
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Other candidates identified as most likely providers of negative surprises this month are Estia Health ((EHE)),
InvoCare ((IVC)), Japara Healthcare ((JHC)), and Regis Healthcare ((REG)).
Poised for a positive surprise, apparently, are Autosports Group ((ASG)), Bingo Industries ((BIN)), Corporate
Travel Management ((CTD)), G8 Education ((GEM)), Prospa Group ((PGL)), Servcorp ((SRV)), and Webjet
((WEB)).
UBS’s most preferred Buy calls (for August and beyond) are reserved for Appen ((APX)), Bapcor ((BAP)), Collins
Foods ((CKF)), EclipX Group ((ECX)), Graincorp ((GNC)), Harvey Norman ((HVN)), IDP Education ((IEL)), NRW
Holdings ((NWH)), NextDC ((NXT)), and Perenti Global ((PRN)).
Technology Remains Everybody’s Favourite
Technology analysts at Credit Suisse surveyed 40 Australian institutional fund managers for their views on
local technology stocks, and the results throw up some interesting insights.
First up, most funds managers participating in the survey have been increasing their exposure to the sector on
expectations WAAAX and Co will continue to outperform the ASX100 in the year(s) ahead.
While a majority of respondents believes valuations are far from cheap, if not over-valued, they have little
intention of parking their money elsewhere.
No surprise thus, stocks like Afterpay ((APT)) show up as greatly polarising opinions in the survey which showed
only 23% of fund managers consider valuation very important.
User/customer growth and revenue growth are seen as key drivers for share prices with indications most
institutions will not likely change views or positions in August.
Equally fascinating: no more than 11% of institutions believes cheaply priced, low growth companies as a group
will outperform the high growth, higher PE multiple stocks over the coming 12-24 months.
Most preferred exposures are Xero ((XRO)), followed by Afterpay and Altium ((ALU)). WiseTech Global ((WTC))
is least preferred from the WAAAX stocks.
Other favourites put forward are Fineos Corp ((FCL)) and Appen ((APX)).
The team at Credit Suisse has its own sector ranking of favourites (in order of preference): Infomedia ((IFM)),
Xero, WiseTech Global, then Life360 ((360)).
Investment Opportunity For Sophisticated Investors
At FNArena, we sometimes have the opportunity to participate in Special Promotions or share unique
opportunities.
Last week, we sent out a short-dated notice for an online webinar with the CEO of a local biotech company,
which has led to some positive feedback received.
This week we can share an opportunity for sophisticated investors, curated by Peak Asset Management, for
whom we act as a distributor for this investment opportunity.
Peak Asset Management itself is investing in this opportunity which consists of an early-stage biotech developer
of therapeutics for the treatment of mild traumatic brain injury/concussion, as well as for post-traumatic
stress disorder, listed in Canada.
The team behind Eleusian has a track record of success. Investors interested in getting to know more about
what is on offer, what is involved precisely, etc can use the following link (provides access to offer details,
company fact sheet, etc):
https://FNarenagstrs708.pages.ontraport.net
[Late addition: Peak Asset Management has indicated they are likely to close this offer by COB on Thursday
(today)]
(This story was written on Monday 17th August, 2020. It was published on the day in the form of an email
to paying subscribers, and again on Thursday as a story on the website).
(Do note that, in line with all my analyses, appearances and presentations, all of the above names and
calculations are provided for educational purposes only. Investors should always consult with their
licensed investment advisor first, before making any decisions. All views are mine and not by association
FNArena's – see disclaimer on the website.
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In addition, since FNArena runs a Model Portfolio based upon my research on All-Weather Performers it is
more than likely that stocks mentioned are included in this Model Portfolio. For all questions about this:
info@fnarena.com or via the direct messaging system on the website).
****
BONUS PUBLICATIONS FOR FNARENA SUBSCRIBERS
Paid subscribers to FNArena (6 and 12 mnths) receive several bonus publications, at no extra cost, including:
– The AUD and the Australian Share Market (which stocks benefit from a weaker AUD, and which ones don't?)
– Make Risk Your Friend. Finding All-Weather Performers, January 2013 (The rationale behind investing in
stocks that perform irrespective of the overall investment climate)
– Make Risk Your Friend. Finding All-Weather Performers, December 2014 (The follow-up that accounts for an
ever changing world and updated stock selection)
– Change. Investing in a Low Growth World. eBook that sells through Amazon and other channels. Tackles the
main issues impacting on investment strategies today and the world of tomorrow.
– Who's Afraid Of The Big Bad Bear? eBook and Book (print) available through Amazon and other channels. Your
chance to relive 2016, and become a wiser investor along the way.
Subscriptions cost $440 (incl GST) for twelve months or $245 for six and can be purchased here (depending on
your status, a subscription to FNArena might be tax deductible):
https://www.fnarena.com/index.php/sign-up/

37

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

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

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

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