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AUSTRALIA

Xmas 2019 Shopping Season 'Particularly
Weak'
Early data signals the critical Christmas shopping season of 2019 was subdued and, given the devastation from
Australia's widespread bushfires, weakness is likely to continue into January.
-Strong Black Friday promotions likely behind weaker December retail sales figures
-Bushfires likely to materially affect early January household expenditure
-Flow-on effects of fires could be significant for the banks
By Eva Brocklehurst
As feared, the peak Christmas shopping season of 2019 is turning out to have been much weaker versus the
past few years. ANZ Bank card payments data signal sales for the period are down just over -5%. Christmas
shopping accounted for a smaller share of December non-food retail expenditure, particularly in NSW,
Queensland and Western Australia.
The analysts suspect strong sales in November's Black Friday promotion were likely behind the comparable
decline in December figures. Footwear and accessories were particularly weak, yet one of the strongest
categories in November. Department store and clothing sales, which also experienced strong growth in
November, eased significantly in December.

That said, the analysts acknowledge bushfires in December and smoke haze may have contributed,
particularly for categories where purchases could be delayed. Compared with 2018, 2019 was weaker in
every state and territory, with the ACT being the exception.
Mining states i.e. South Australia, Queensland, Western Australia and Northern Territory, were particularly
soft. While the "Christmas" effect on retailing has been easing for several years, the ANZ data point to the soft
patch in 2019 being particularly stark.
For example, in NSW non-food retail accounted for 37.7% of sales during the Christmas shopping season in 2019,
3

For example, in NSW non-food retail accounted for 37.7% of sales during the Christmas shopping season in 2019,
falling from 39.4% of sales during the 2018 season. All categories in non-food sales, with the exception of
electrical, were weaker.

ANZ Bank analysts also
suspect the bushfires will materially affect early January household expenditure, with a dip in the ANZ/Roy
Morgan Australian consumer confidence figures for the first weekend of the month signalling a notable impact.
Aussie Banks And Bushfires Impact
While natural disasters such as cyclones, floods, drought and earthquakes typically result in higher general
insurance claims as well as additional provisions by the major banks, Morgan Stanley does not expect the
impact of the bushfires will be material for earnings.
That said, a second order effect on near-term economic activity and interest rates presents downside risks.
The broker's assessment is that, while the fire impact is substantial for local communities, and the duration
and geographic spread is greater than usual, the direct financial cost is likely to be less than some other
natural disasters that have occurred in areas with larger populations.
Nevertheless, the flow-on effects may be more important for the banks. Morgan Stanley also notes early
evidence of disruptions to retail sales, while further cuts to official interest rates would add to earnings risk.
As rates are now close to zero on around $400bn of Australian deposits, more official cash rate reductions by
the Reserve Bank would accelerate the squeeze on deposit spreads as well as margin contraction, point out
the analysts.
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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AUSTRALIA

Less Gold At Evolution Mining's Mt Carlton
Evolution Mining has forewarned of a downgrade to reserves and resources at its Mount Carlton gold mine while
highlighting the need to seek alternative water supplies at Cowal.
-Gold production guidance for Mount Carlton reduced
-Battle to contain costs in FY20 envisaged
-Enhanced strategy to reduce fresh water consumption at Cowal
By Eva Brocklehurst
Evolution Mining ((EVN)) has endured a setback, with December quarter preliminary results indicating a
reduction in gold production from Mount Carlton. The company has also forewarned of a downgrade to
reserves and resources at the mine.
FY20 guidance has been reduced to 70-75,000 ozs from 95-105,000 ozs for Mount Carlton, Queensland. The
mine comprises 10% of group gold production and, while this appears to be a small proportion overall, Mount
Carlton has outperformed and generated robust cash outcomes in the past.
Gold bearing veins at the base of the V2 pit, extending into the planned underground development, are
now narrower than previously estimated.This is the main driver of the downgrade to production
expectations. A resource update from the geological review is due in February 12 and should reveal the extent

of narrowing.
Morgan Stanley suspects gold production could be reduced further into FY21 as the narrowing ore bodies affect
pit and underground modelling. Macquarie reduces production run rate estimates by -36%, to around 66,000
ounces, while lifting cost estimates to around $1330/oz. Given the narrower veins are also in the underground
extension the broker, too, expects there is likely to be an impact over the longer term. The lodes in the open
pit are tapering into a series of narrower structures at a shallower depth.
FY20 group production has been reduced to the lower end of the guidance range of 725-775,000 ounces. All-in
sustainable costs guidance (AISC) for FY20 is unchanged at $940-990/oz, despite the December quarter AISC at
$1069/oz. Credit Suisse believes there is a risk this will not be achieved.
5

The broker finds it difficult to envisage where material cost reductions can occur, given that just delivering in
the middle of guidance amid flat production implies a second half AISC of $890/oz. Nevertheless, Credit Suisse
upgrades to Outperform as the share price has declined significantly over recent months. The broker's
forecasts and valuation do not include Red Lake in Canada.
Citi also notes the share price has fallen -33% since its September high because of the run-up in costs, flat US
dollar gold prices and a muted response to the acquisition of Red Lake. Evolution Mining still has one of the
lowest AISC bases across the broker's coverage and, given the expected news flow from exploration at Cowal,
Citi retains a Buy rating heading into the full December results on January 29.
Macquarie lowers its forecasts for FY21 earnings per share by -18% with a -10% reduction in estimates out to
FY24 and, as a result, downgrades to Neutral from Outperform.
Cowal
Water is increasingly in the spotlight in drought-ravaged NSW and the company's Cowal mine is a case in point.
Cowal is reducing its use of surface freshwater by increasing the number of bores and groundwater usage as
well as recycling. Currently, the company uses around 30% of its daily water requirements from the Lachlan
River.
Brokers are somewhat divided in the outlook for water supply at the mine. Credit Suisse believes the risk is
moderating because of the company's strategy to secure water from alternative sources, such as saline bores,
that are independent of the NSW-mandated restrictions. A number of bore projects are due for completion in
2020 and there is increased pumping capacity coming from existing bores.
Yet both Morgan Stanley and Ord Minnett have flagged the potential for stage 3 water restrictions to tighten
further if drought conditions continue, restricting the company's access to water. Macquarie highlights the fact
that an increase in the salinity of processing water will affect processing costs at Cowal.
Meanwhile, Evolution Mining has announced $3m in funding to Rural Aid Australia, NSW Rural Fire Service and
Queensland Rural Fire Service to support bushfire and drought relief.
FNArena's database has two Buy ratings and five Holds. The consensus target is $4.15, signalling 14.1% upside
to the last share price. Targets range from $3.80 (Macquarie, Morgan Stanley) to $4.51 (Morgans, yet to
comment on the latest update).
See also, Risky Move For Evolution Mining on November 27, 2019.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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AUSTRALIA

Reinsurance Covers Suncorp, Yet Risks Remain
Claims and property losses in the 2019/2020 bushfires so far have now exceeded the Black Saturday event in
2009 and brokers assess the risks to the outlook for Suncorp, and fellow insurers.
-Suncorp's purchase of comprehensive reinsurance could now be in its favour
-Reinsurers may question participation in comprehensive large-event cover
-Cost of renewal could create a headwind to Suncorp's net profit in FY21
By Eva Brocklehurst
Claims and property losses resulting from Australia's recent bushfires have now exceeded those of the Black
Saturday event in February 2009, although the overall cost per claim is lower, the Insurance Council of
Australia has reported. The average cost per claim has risen to around $89,000 which is still lower than the
national average of $107,000 since 1994 and $101,000 since 1983.
Insurance Australia Group ((IAG)) now expects total net peril costs for the first half of FY20 to be $400m, or
$80m above its $320m allowance. Bushfire events that commenced in December and extended into January
2020 are expected to be covered by the insurer's 2019 aggregate reinsurance protection and this should limit
further downside risk.
Meanwhile, Suncorp ((SUN)) has indicated bushfire-related claims in the year to date are set to cost
-$315-345m. Suncorp has reported receipt of 2600 claims relating to the fires.

That said, Bell Potter points out comparing the average net cost per claim for the two insurers is unlikely to be
that meaningful, given differing insurer reviews as to what constitutes a claim, e.g. home and contents claims
can be considered as either one or two claims, as well as a lack of consumer and business disclosures.
However, the broker assesses Insurance Australia Group appears to have a better track record in managing
perils allowances because of its more extensive use of the quota share. Bell Potter, not one of the seven
stockbrokers monitored daily on the FNArena database, has a Buy rating for both stocks with a target of $8.40
for Insurance Australia Group and $14.80 for Suncorp.
7

Suncorp Catastrophe Budget
Some time ago Suncorp upgraded its FY20 catastrophe budget, which positions it reasonably well to withstand
the impact of the bushfire losses, Morgan Stanley asserts. The additional benefits from a group reinsurance
aggregate stop-loss cover has lifted the ultimate budget to $1.02bn.
At this stage, the company has not called on the $250m maximum event retention from a first event but
ongoing claims for the fires in Victoria/NSW and Tasmania could trigger this, the broker notes.
Credit Suisse points out, despite a likely miss to expectations in the first half, Suncorp is still protected in the
second half, and probably will be within its $820m allowance for FY20, while the purchase of comprehensive
reinsurance protection, criticised at the time, could now rescue the insurer.
With reinsurance assisting to limit costs for large events, the main risk in the second half for Suncorp is an
aggregation of small natural hazard events. Credit Suisse assesses there is headroom for just under $350m in
small hazard claims in the second half which, if the total were to be reached, would be the worst half on
record.
The broker ascertains reinsurers are likely to be less happy about their position, and may question if
participating in such cover ever really makes any money. In order to renew this reinsurance structure in FY21,
Suncorp will have to fork out an additional -$50-100m, in the broker's assessment, which will fall straight to
the bottom line and create a -5% headwind to net profit. Credit Suisse continues to envisage -5-10% downside
risk to forecasts.
Ord Minnett considers Suncorp reasonably well protected in terms of natural peril claims, and able to manage
its costs within allowances, but remains cautious about the general trend in underlying margins, given an
environment of lower interest rates, high reinsurance costs and efforts to correct poor volume trends.
FNArena's database has three Buy ratings, one Hold (Ord Minnett) and three Sell ratings for Suncorp. The
dividend yields on FY20 and FY21 forecasts are 5.6% and 5.5% respectively. The consensus target is $13.38,
suggesting 0.9% upside to the last share price. Targets range from $12.10 (Morgan Stanley) to $14.50 (Citi, yet
to comment on the insurer's update).
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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AUSTRALIA

No Quick Turnaround For Pendal Group
Brokers suspect fund managers will endure another lacklustre performance over 2020 with Pendal Group
indicating only marginal gains in FUM in the first quarter amid subdued performance fees.
-JO Hambro reports its ninth consecutive quarter of outflows
-Improved sentiment surrounding Brexit offset outflows from Europe
-Investment performance and flows need to improve for earnings leverage to emerge at Pendal Group
By Eva Brocklehurst
The soft performance of many asset managers in Australia is reflected in the first quarter update by Pendal
Group ((PDL)), where only marginal gains were made in funds under management (FUM) and performance fees
remain subdued.
The outcome was below Credit Suisse estimates and the broker expects the lacklustre performance across the
sector will continue in 2020. Pendal Group reported funds under management of $101.4bn as of the end of
December 2019, up 1% on the prior quarter.
Ord Minnett assesses the near-term outlook is relatively benign and believes the current share price presents
an attractive risk/reward balance relative to the other ASX-listed asset managers. The Australian business
procured net outflows of -$500m in the quarter, with outflows in equity strategies unable to be offset by net
inflows in cash and fixed income strategies.

Net fund flows were the key area of disappointment for UBS, with -$1.3bn in net outflows spread across both
PDL Australia and its higher margin JO Hambro business. Historically, the JO Hambro division has been the
driver of funds flows for the company but reported its ninth consecutive quarter of outflows, largely affected
by macro economic factors and a weakening underlying fund performance.
JO Hambro ended the period with $53.1bn in funds under management, up 9.7%, with a positive performance
being offset by a negative FX impact and net outflows of -$800m. Despite this there were benefits from inflows
into UK equity products as sentiment surrounding Brexit appeared to improve, offsetting ongoing outflows from
9

European equivalents.
Citi cautions against extrapolating this UK improvement in the first quarter, as industry data have indicated a
tough start to the second quarter. Moreover, the JO Hambro UK Equity Income fund has suffered outflows of
-US$700m in January to date.
The rotation away from European equities is continuing unabated and the broker was disappointed that the
traditional channel for inflows, US pooled funds, posted the second quarterly outflow in four years.
Credit Suisse also notes, while the UK Dynamic Fund provided an offset to the outflows over the past year, it
was put into soft close in early January which means that the tailwind from inflows could dissipate in coming
months. Morgans agrees a meaningful turnaround in fund performance is required for some confidence in the
outlook and there is likely to be continued pressure on flows and performance fees at JO Hambro.
Performance Fees
Performance fees are expected to stay subdued and JO Hambro performance fees were significantly weaker.
Credit Suisse expects FY20 to be a challenging year and without a sustained recovery in fund performance
there is downside risk to outer years.
Furthermore, the extent to which five of the company's major funds are performing below benchmark is likely
to lead to below-average performance fees in FY21. The miss to estimates has led the broker to downgrade
estimates by -3-4% across the forecast period.
UBS also expects headwinds to revenue are likely to persist and lowers FY20 estimates for earnings per share
by -1.9%, continuing to envisage limited scope for JO Hambro performance fees in 2020 and 2021.
Citi is less negative on the stock, although concedes a sharp earnings recovery is unlikely in FY20.
Nevertheless, the broker is constructive on the prospects beyond FY20. While performance fees are at a
nine-year low the broker expects these will partially normalise over time and an improving investment
performance from some strategies offers optimism for FY21.
Morgans downgrades to Hold from Add, as the stock has rallied on the back of the improved sentiment in the
UK and is now trading in line with valuation. The broker considers the price/earnings ratio of 17x is fair, noting
there is effectively no performance fee contribution that is currently being capitalised.
From here on, the investment performance needs to improve as do flows in order for earnings leverage to
emerge. Morgans would prefer the company's growth path was less reliant on market direction before taking a
more positive view.
Meanwhile, Pendal Group's stable of existing funds have had a relatively poor performance which could make it
difficult to attract inflows over the coming year, Credit Suisse adds, having recently downgraded the stock to
Underperform from Neutral.
Without a sustained recovery, downside risk to outer year forecasts is envisaged. Moreover, the stock is
trading at a 10% premium to UK/EU peers and offers minimal growth so the broker suspects there is also
downside risk to valuation.
Credit Suisse's market forecasts now reflect growth in global equity markets and a modest uptick in Australian
equity markets. The Australian yield curve has also returned to sloping upwards following the reduction in the
Reserve Bank's cash rate in October.
FNArena's database has two Buy ratings, three Hold and two Sell. The consensus target is $8.51, suggesting
2.9% upside to the last share price. The dividend yield on FY20 and FY21 forecasts is 5.3% and 5.8% respectively.
See also, Enthusiasm Wanes For Pendal Group on October 15, 2019.
Find out why FNArena subscribers like the service so much: "Your Feedback (Thank You)" - Warning this story
contains unashamedly positive feedback on the service provided.
FNArena is proud about its track record and past achievements: Ten Years On
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COMMODITIES

Material Matters: Previews Quarterly Updates
A glance through the latest expert views and predictions about commodities producers' upcoming quarterly
production reports. Featuring are bulks; copper; aluminium/alumina; nickel; and gold.
-Bulk commodities production expected to be strong in the December quarter
-While bullish on copper in 2020, Goldman Sachs is negative on Oz copper stocks
-Balanced nickel market in 2020 expected to give way to a deficit in 2021
By Eva Brocklehurst
Bulks
Goldman Sachs is forecasting strong steel demand in China, along with another deficit in iron ore in 2020. The
broker maintains a Buy rating for both BHP Group ((BHP)) and Rio Tinto ((RIO)), but prefers BHP Group for its
oil, coking coal and copper exposure.
UBS expects BHP Group to deliver a sequentially stronger quarter in December, marking the first production
update for the new CEO, Mike Henry.
BHP Group is due to report its December production on January 21. Rio Tinto is expected to hit its 2019
guidance targets but suspects mineral sands may be a risk because of the closure of Richards Bay. Rio Tinto
will report its December production results on January 17.
The December quarter is generally a strong quarter for bulk commodities, as the companies tend to push up
volumes ahead of seasonal weakness from weather events in the March quarter.

UBS assesses there is a risk
for price realisation for Fortescue Metals ((FMG)), given discounts have blown out almost -25%. Yet the
pay-out ratio has been lifted to 80% from 60% because of strong free cash flow in the absence of other
opportunities.
Goldman Sachs retains a Neutral setting on Fortescue Metals, noting capital management for all three iron ore
majors could be to be a positive catalyst stemming from the reporting season in February.
11

majors could be to be a positive catalyst stemming from the reporting season in February.
Coronado Resources ((CRN)) should also benefit from a rebound in Chinese and Indian coking coal imports in
the first half. UBS expects the company to report salable production of 5.2mt, up 6% year-on-year. Volume is
likely to lift sequentially at both Curragh and Logan and the broker will be on the lookout for the marketing
strategy for the US product, considering the challenging environment.
If prices for coal remain above US$130/t the company is expected to profitably sell its Buchanan product into
China, while if the price falls below that level a build up in inventory is preferred.
Copper
Goldman Sachs is bullish on copper in 2020 but remains negative on copper-focused stocks OZ Minerals ((OZL))
and Sandfire Resources ((SFR)). The broker downgrades Sandfire Resources to Sell, noting the DeGrussa mine
has a short life at 2.5 years and growth projects imply low returns.
Goldman Sachs rates OZ Minerals as a Sell too, because of the commissioning risk at Carrapateena, and
estimates minimal free cash flow over the next three years. UBS also forecast higher capital expenditure at
Carrapateena of $200m in 2020, vs guidance of $120m and assesses this guidance is the largest risk factor for
the company.
Aluminium/Alumina
Both aluminium and alumina are in surplus in 2020 on Goldman Sachs' models, while cost curves are easing.
The broker retains Neutral ratings for both South32 ((S32)) and Alumina Ltd ((AWC)).
Meanwhile, Shaw and Partners has only one miner in the Sell camp, Alumina Ltd, as the business continues to
trade at odds with the broker's assessment of typical correlations.
Nickel
Shaw and Partners likes nickel for its exposure to stainless steel demand as the supply impact will accelerate
during 2020 from Indonesia's re-setting of nickel concentrate pricing. As a battery metal, demand for nickel
(and copper) is expected to rise between 2020 and 2025 and the current oversupply to slowly reduce.
Morgan Stanley assesses the nickel price is struggling currently because of rising exchange inventory and weak
demand. Over 100,000t of metal has been delivered to exchanges since the beginning of December, taking
global stocks back above five weeks of consumption.
This is occurring during a time when many stainless steel mills are undergoing maintenance and delays from
the impact of Indonesia's ban on ore exports which came into force in the New Year. January and February are
always weak months for the stainless steel industry.
China remains well supplied with the raw material, having built a substantial inventory. Morgan Stanley
expects Chinese nickel pig iron output will total around 450,000t in 2020 vs 600,000t in 2019.
Together with refined nickel production/imports, a draw down of inventory as well as imported product from
Indonesia there should be sufficient supply to meet China's demand for 1.2mt of nickel through 2020. The
broker expects a balanced market in 2020 before a persistent deficit develops from 2021.
Morgan Stanley also notes Indonesia's government has granted environmental approval to a proposed battery
materials plant. As demand for electric vehicles grows, Indonesia's HPAL operations are expected to be a
critical source of supply.
Gold
Evolution Mining ((EVN)) has pre-reported December quarter production, because of downward revisions to
the resource/reserve at Mount Carlton. The orebody is now narrower than the company had modelled. The
production downgrade has driven a -5% downgrade to UBS' net profit estimates for FY20 and a -1% downgrade
to valuation. Still, the broker considers value is emerging as the stock is now trading at a discount to peers.
UBS expects OceanaGold ((OGC)) production will be 107,800 ounces in the December quarter amid an all-in
sustainable cost (AISC) of US$980/oz. With Didipio production halted because of blockade, the spotlight will be
on Haile, where the performance is expected to improve. UBS notes the latter mine is now much better
equipped to deal with water issues as more pits have been opened.
Northern Star ((NST)) is expected to reveal a large lift in gold production at Pogo in the December quarter.
Newcrest Mining's ((NCM)) production is also expected to lift, although there will be scheduled maintenance
impacting Lihir.
12
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contains unashamedly positive feedback on the service provided.
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COMMODITIES

Material Matters: Previews Qtr Updates Part 2
A glance through the latest expert views and predictions about commodities. Iron ore; oil & gas; gold; copper;
nickel; and lithium.
-Iron ore: is Fortescue Metals overvalued?
-Oil price recovery buoys large producers
-No demand for risk in gold equity market
-Strong start for lithium in 2020
By Eva Brocklehurst
Stockbrokers are generally positive about the 2020 outlook for commodities.
JPMorgan believes global growth will accelerate throughout 2020, particularly in Asia, which bodes well for
commodities demand and a continuation of positive momentum in prices.
However, many ASX-listed stocks are starting to look fully valued. Alumina Ltd ((AWC)), Woodside Petroleum
((WPL)), Santos ((STO)) and South32 ((S32)) have just provided market updates.
Iron Ore
Both Morgans and Macquarie view investor sentiment towards large-cap miners as positive, amid robust
earnings and dividends. Morgans remains most confident about the iron ore miners for the December quarter,
which is typically seasonally stronger ahead of the wet season.
While there were signs of record shipments at the finish of 2019, Macquarie notes shipping volumes for the
majors have decreased markedly over the last week and a constrained supply outlook amid positive growth in
steel production in China should should contribute to another deficit year in 2020, keeping prices above the
industry cost curve.
Macquarie is equally well disposed to both BHP Group ((BHP)) and Rio Tinto ((RIO)), reiterating Outperform
ratings and noting both are offering free cash flow yields of 8-10% at spot prices.
Morgans expects Rio Tinto to achieve its 2019 production guidance and, while the share price is testing recent
highs, envisages fundamental support for the valuation. However, South32, which has no iron ore exposure, is
likely to have a mixed quarter.
Fortescue Metals ((FMG)) remains Macquarie's preferred pure-play iron ore stock, with free cash flow yields of
12-15% at spot prices. Yet Morgans begs to differ, finding it hard to justify the share price on fundamentals.
Hence, the broker retains a Reduce rating and remains cautious about how the stock may trade if momentum in
iron ore ebbs. JPMorgan has downgraded Fortescue Metals to Neutral, given the sharp increase in the share
price over 2019.
As iron ore approaches US$100/t again the broker believes investors will be reluctant to chase the stock
because of fears the market will become overheated. The broker acknowledges a strong dividend yield but
considers the fair value estimate has been achieved.

14

Oil & Gas
Large oil & gas producers have been buoyed by a price recovery in oil. Still, oil stocks may find it harder to
maintain support on any disappointing results, Morgans suggests, given the drop in the price of oil over the last
week.
There is also improved optimism towards global growth in 2020. The broker expects another strong quarter
from Woodside Petroleum and 2019 group production of 89.5mmboe, within guidance. Production for 2019 of
73mmboe is expected from Santos, with GLNG upstream and Cooper Basin the key areas of interest.
Morgans has downgraded Santos to Hold from Add, following the share price appreciation.
A recovery in LNG volumes for Oil Search ((OSH)) should mean production reaches the lower end of recent
guidance. The broker continues to highlight the short-term downside risk for Oil Search that would eventuate
from a failure to advance PNG expansion.
In terms of pricing, the December half beat expectations, as Brent averaged US$62.41/bbl and West Texas
Intermediate US$56.93/bbl. Spot prices remain above consensus forecasts which should help oil & gas stocks
for the first half of 2020.
Gold
Citi assesses the safe-haven appeal of gold is back in 2020 for the time being because of geopolitical issues and
forecasts a rise in gold prices to US$1575/oz in 2020 will bode well for equities.
Nevertheless, Credit Suisse points out there is no demand for risk in the gold equity market. OceanaGold
((OGC)) stands out in this regard at a -40% discount from most of the gold equities under coverage.
Moreover, growth is coming at an unreasonable price at Northern Star Resources ((NST)), given, the broker
assesses, a 20% premium for its production diversity, low risk from drought and a superior production profile.
This overlooks the substantial creep up in costs.
Credit Suisse prefers Alacer Gold ((AQG)), which offers growth but at a fair price and a discount to spot
valuation, although admittedly the company lacks production diversity.
Those stocks considered fair value include Evolution Mining ((EVN)), Newcrest Mining ((NCM)), Regis
Resources ((RRL)) and St Barbara ((SBM)) but an unsustainable production outlook stems from drought and
permit risk. Of this bunch, the broker prefers Evolution Mining for its low costs.
Citi notes both Evolution Mining and Resolute Mining ((RSG)) have pre-released soft headline results. The
broker expects Saracen Resources ((SAR)) to report metrics for the Super Pit in its quarterly, which should
inform the market view on how to interpret the cost breakdown.
Copper
Citi notes copper remains in favour and expects 5% upside to prices from December quarter levels. The broker
advises investors should look for details in the quarterly update from OZ Minerals ((OZL)) on the drivers of the
FY20 guidance at Carrapateena.
15

Credit Suisse has an Underperform rating for OZ Minerals, driven by premium pricing amid elevated risk. The
broker also considers the medium-term outlook is less positive for Sandfire Resources ((SFR)), although retains
an Outperform rating from a valuation-only standpoint.
Highlights from Sandfire Resources, in Citi's view, will be Black Butte permits and updates at T3 in Botswana.
Nickel
Western Areas ((WSA)) screens better from a valuation perspective among nickel equities but Credit Suisse
believes it lacks medium-term visibility. Independence Group ((IGO)) also lacks valuation support or evidence
of any medium-term discovery that will extend the life at the fast-depleting Nova mine.
JPMorgan has also downgraded Independence Group to Underweight, believing base metal miners are fully
valued.
Lithium
JPMorgan also downgrades Orocobre ((ORE)) to Underweight believing a positive sector view has now been
priced in. Lithium has had a strong start to 2020 and ASX-listed stocks are up around 20%, although Ord Minnett
notes some laggards such as Ioneer ((INR)).
The broker suspects equities are pricing in the bottom of the lithium market, despite prices testing five-year
lows. If the sector is actually re-rating, then Ioneer is overdue for catching up and there are a number of
catalysts in the near term. The broker reiterates a Speculative Buy rating for the stock.
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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ESG FOCUS

ESG Focus: AGM Strikes Down But Not Out
FNArena's dedicated ESG Focus news section zooms in on matters Environmental, Social & Governance
(ESG) that are increasingly guiding investors preferences and decisions globally. For more news updates,
past and future:
https://www.fnarena.com/index.php/financial-news/daily-financial-news/category/esg-focus/
Analysis of last year's AGM season shows boards in Australia are receiving less rejections from shareholders, but
larger sized companies receive more plus climate change is now firmly in focus.
-Remunerations strikes fall in 2019
-Shares of companies receiving a strike underperform
-Climate change dominates non-remuneration resolutions
By Sarah Mills
Remuneration strikes fell last year, according to Macquarie Wealth Management’s analysis of the 2019 Annual
General Meeting season.
The shareholder strike rate for the entire share market fell to 8.2% in 2019 from 8.5% in 2018.
ASX100 underperforms broader market
In a reversal of fortunes, the ASX100 underperformed the ex-100, logging a 10.8% strike rate, up from 6.3% in
2018. It is only the third time the top-100 has a logged a higher rate of shareholder strikes since the
introduction of the two-strike legislation in 2011.
The sample size was 181 companies and represented all those covered by Macquarie who held a vote on their
remuneration report in the second half of 2018
The picture improved in the calendar 2019 second half, ASX100 companies recording a decline in strikes to
9.2%, down from 10.7% in the 2018 second half. The ex-100 strike rate fell to 6.7% from 8.4% in the
corresponding periods.
These figures compare with the historical average of 6.1%.
SEEK, ((SEK)) Sonic Healthcare ((SHL)), Westpac ((WBC)), WorleyParsons ((WOR)), Evolution Mining ((EVN)),
Harvey Norman ((HVN)), Carsales.com ((CAR)), Cromwell Group ((CMW)), Lovisa Holdings ((LOV)), and Ramsay
Health Care ((RHC)) were among the bigger players to receive a red card.
Westpac received a second consecutive remuneration strike, and more than 50% of shareholders in Cromwell
Group voted “against” its proposal for director pay.
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Recent underperformance proves catalyst
Underperformance proved the main trigger. The data show companies to receive strikes underperformed the
market by -6% on average leading into a “strike” event, and -6.7% in the 120 days after.
So it seems that even if a company‘s share price is up on the year, a savaging in the three months before the
AGM carries greater power. It is conceivable that this could be manipulated by large stakeholders.
Still, only a handful of the larger companies to receive strikes suffered a share price fall in the final quarter of
2019.
On the flipside, the majority of remuneration reports were well supported with 74% of companies garnering
more than 90% yes votes in the second half of calendar 2019, steady with the 2018 result but still down on
2017.
Nine companies narrowly missed a technical strike, with more than 20% of votes cast against the remuneration
report. These included larger players such as Amcor ((AMC)), Baby Bunting ((BBN)), Fortescue Metals ((FMG)),
LendLease ((LLC)), Medibank Private ((MPL)), Metcash ((MTS)), and Wesfarmers ((WES))
Climate change dominates ordinary resolutions
Climate change stole the limelight on the ordinary shareholder resolutions front, proving the subject of 12 out
of 15 ordinary resolutions.
The main issues related to transition planning, disclosure, lobbying inconsistent with the goals of the Paris
agreement and the public health risks of coal operations. Human rights also drew some attention.
The lion’s share of votes on broader shareholder resolutions were carried, and overall share holder dissent
appears to have eased.
Of the AGMs held in the second calendar half of 2019, 46% had more than 10% of votes cast against one or more
of the resolutions, compared with 55% in the corresponding 2018 half and 48% in the 2017 second half.
About 50% of these were remuneration related, another 41% related to director elections, and others proved
mixed including conditional spill resolutions and ratification of prior share issues.
Macquarie’s analysis was echoed by Morningstar whose analysis shows 9% of ASX 200 companies received
remuneration strikes.
Morningstar says this figure compares with a 10-year average of about 14% had the rule hypothetically been in
place in from 2008 to 2010.
Is the two-strike rule working?
So, looking back on 2019, it is fair to say that, despite heading into the most intense AGM season on record,
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shareholders demonstrated considerable restraint. They had the opportunity to attempt to spill the boards of
at least 15 companies but issued only a handful of second strikes. Board spills were zero.
Some say this is proof the system is working, others that it is proof the system is a waste of time and board
energy, given that the hurdle for a board spill is 50% of the vote – a much more difficult hurdle than 25%.
At face value, the figures suggest the former. Major banks substantially remodelled remuneration reports, as
did other organisations, revealing a level of mindfulness and action not evident during previous periods of
underperformance.
The alternative is that the remodelling was nothing but a giant mea culpa for public show – a fairly long bow to
draw – or perhaps as an appeasement to regulators.
FNArena's dedicated ESG Focus news section zooms in on matters Environmental, Social & Governance
(ESG) that are increasingly guiding investors preferences and decisions globally. For more news updates,
past and future:
https://www.fnarena.com/index.php/financial-news/daily-financial-news/category/esg-focus/
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 10-01-20
By Rudi Filapek-Vandyck, Editor FNArena
Guide:
The FNArena database tabulates the views of seven major Australian and international stock brokers: Citi,
Credit Suisse, Macquarie, Morgan Stanley, Morgans, Ord Minnett and UBS.
For the purpose of broker rating correlation, Outperform and Overweight ratings are grouped as Buy, Neutral
is grouped with Hold and Underperform and Underweight are grouped as Sell to provide a Buy/Hold/Sell
(B/H/S) ratio.
Ratings, consensus target price and forecast earnings tables are published at the bottom of this report.
Summary
Period: Monday January 6 to Friday January 10, 2020
Total Upgrades: 3
Total Downgrades: 8
Net Ratings Breakdown: Buy 37.71%; Hold 45.58%; Sell 16.71%
Stockbroking analysts had only partially returned to work in the week ending Friday, 10th January 2020 and this
was clearly noticeable from the week's harvest in opinion updates, recommendation changes and otherwise
research follow-ups on corporate events and releases.
Spoiler alert: not much was happening during the week. This is likely to change during the week ahead.
Those analysts who did return to their desk early this year were still good for three recommendation
downgrades and eight upgrades. The three stocks receiving a fresh upgrade were Event Hospitality and
Entertainment (Buy), Karoon Energy (Overweight) and Aurizon Holdings (Add).
Among the downgrades, utility network providers AGL Energy and Origin Energy are both represented, as are
asset managers Pendal Group and Platinum Asset Management. The latter two plus AGL Energy represent all
four new Sell ratings for the week.
Within this context, not much was happening for valuation and price targets changes, with exception of Karoon
Energy (positive).
Similarly, Karoon Gas (positive) and Ardent Leisure (negative) are the stand-outs for the week's updates on
earnings forecasts. AMP and Afterpay enjoyed some earnings upgrades as well, while the week
inflicted negative momentum on earnings forecasts for South32, Village Roadshow and Regis Healthcare.
Analysts will increasingly start looking forward to the February reporting season which starts in a little over
two weeks.
Upgrade
AURIZON HOLDINGS LIMITED ((AZJ)) Upgrade to Add from Hold by Morgans .B/H/S: 2/3/1
Morgans upgrades to Add from Hold following weakness in Aurizon Holdings' share price. Minor changes have
been incorporated into forecasts, while rolling forward the valuation modeling has pushed up the price target
to $5.78 from $5.51.
The broker likes the relatively high yield on offer, an aggressively pursued buyback, as well as the relatively
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The broker likes the relatively high yield on offer, an aggressively pursued buyback, as well as the relatively
predictable earnings (albeit low growth) that should have a low correlation to the Australian economy.
EVENT HOSPITALITY AND ENTERTAINMENT LTD ((EVT)) Upgrade to Buy from Hold by Ord Minnett .B/H/S:
1/1/0
Village Roadshow ((VRL)) has received an approach from private equity suitor Pacific Equity Partners and to
the surprise of Ord Minnett both parties are now engaged in talks about a potential takeover.
This, suggests the broker, puts the limelight on Event Hospitality and Entertainment: what are THEY going to
do with their Cinema JV?
The broker believes EVT will either sell its stake to PEP or buy Village Roadshow's stake from PEP, on the
assumption the proposed takeover proceeds. The buy option is seen as the most advantageous for EVT.
Upgrade to Buy from Hold. Price target lifts to $15.13 from $13.34.
KAROON ENERGY LTD ((KAR)) Upgrade to Overweight from Equal-weight by Morgan Stanley .B/H/S: 3/0/0
Morgan Stanley predicts 2020 will be the year that Karoon Energy's underperformance ends. The stock has now
underperformed its peers for many years, the analysts recall. They blame cash burn and limited success on
asset acquisitions.
Having carried the stock as an Equal-Weight for four years, the analysts have now upgraded to Overweight.
Price target jumps to $1.60 from $0.86. Prior forecasts for ongoing losses have now disappeared.
It appears the analysts are in particular optimistic on the Bauna deal, projected to generate in excess of
$200m in ebitda in FY21. Risks remain, but they are manageable, in the analysts' opinion. Industry view is
In-Line.
Downgrade
AGL ENERGY LIMITED ((AGL)) Downgrade to Reduce from Hold by Morgans and Downgrade to
Underperform from Neutral by Credit Suisse .B/H/S: 1/1/5
Morgans downgrades to Reduce from Hold with the analysts observing AGL Energy’s share price has steadily
increased while the outlook for earnings is softening. Share price target does increase by 2% to $17.88 but
remains well below the share price.
Morgans points out unit 2 at Loy Yang A was expected to be online by mid-December but is still not running.
This lowers forecasts for H1 earnings plus the broker believes it clouds the earnings outlook for H2. In addition,
electricity futures prices for FY21 have fallen -9% since October 2019.
Also, the broker highlights AGL Energy's competitive advantage over the last several years has been its large
coal fleet, but this now comes with rising costs to replace its aging fleet.
Credit Suisse analysts observe futures for electricity prices have nosedived since October and for whatever
reason this is yet to be reflected in the share price. They have taken the view risk for underlying earnings has
now turned negative.
In addition, the analysts suggest competitors in the retail space are making inroads. FY20 earnings are still
expected to hit the top of management's guidance. Target price falls to $18 from $18.40.
CLEANAWAY WASTE MANAGEMENT LIMITED ((CWY)) Downgrade to Hold from Add by Morgans .B/H/S: 3/3/0
Post a rise in the share price, Morgans has downgraded to Hold from Add. The broker notes not only is the
share price now in the vicinity of its target, the yield on offer has now shrunk to 2%, albeit fully franked.
The analysts have incorporated minor changes to forecasts (Perth facility damaged by fire in late 2019). Share
price target has rolled forward by 3c to $2.03.
Also, the analysts remind investors management's latest guidance was for flat H1 earnings.
DECMIL GROUP LIMITED ((DCG)) Downgrade to Neutral from Buy by Citi .B/H/S: 0/1/0
Citi has downgraded to Neutral/High Risk from Buy despite company management's confidence problems with
two of the company's largest contracts can be resolved over the months ahead. The analysts see potential for a
drawn-out process.
Making things a little tricky for current shareholders is the fact Citi analysts suggest the company may need to
raise extra capital in order to deliver on its FY21 growth targets. Earnings estimates have been slashed, which
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weighs down the price target by -47% to $0.63.
The price target decline has been partially impacted by the analysts' decision to now apply a -25% discount to
valuation.
ORIGIN ENERGY LIMITED ((ORG)) Downgrade to Neutral from Outperform by Credit Suisse .B/H/S: 5/2/0
Credit Suisse analysts observe futures for electricity prices have nosedived since October and for whatever
reason this is yet to be reflected in the share price.
Origin Energy remains preferred above AGL Energy, but Credit Suisse nevertheless downgrades to Neutral from
Outperform. The broker argues Origin's utility business is of higher quality than AGL's, plus there should be less
downside from wholesale dynamics.
APLNG might represent upside risk, while Origin's retail operations are performing better. Price target lifts to
$8.90 from $8.40.
PENDAL GROUP LIMITED ((PDL)) Downgrade to Underperform from Neutral by Credit Suisse .B/H/S: 3/2/2
Credit Suisse has conducted a general re-assessment of asset managers in Australia. The sector update is
mostly negative because of weaker inflows and lower performance fees, with Magellan Financial the notable
exception.
The broker's ranking in order of preference is Perpetual first, followed by Magellan Financial, Platinum, then
Pendal Group.
The analysts expect FY20 to be yet another challenging year for Pendal Group. They point out industry data
are revealing further retail outflows at JO Hambro in the UK. Weak fund performance might skew risk to the
downside, and thus the rating has been pulled back to Underperform from Neutral.
Price target drops to $8.15 from $8.40.
PLATINUM ASSET MANAGEMENT LIMITED ((PTM)) Downgrade to Underperform from Neutral by Credit Suisse
.B/H/S: 0/1/4
Credit Suisse has conducted a general re-assessment of asset managers in Australia. The sector update is
mostly negative because of weaker inflows and lower performance fees, with Magellan Financial the notable
exception.
The broker's ranking in order of preference is Perpetual first, followed by Magellan Financial, Platinum, then
Pendal Group.
On current forecasts, Platinum Asset Management's profits are anticipated to remain largely unchanged
between FY19-FY22, despite a seemingly buoyant environment for global equity markets. This is seen as
utterly disappointing by the analysts.
Credit Suisse downgrades to Underperform from Neutral. Target price drops to $4.05 from $4.15.
SYDNEY AIRPORT HOLDINGS LIMITED ((SYD)) Downgrade to Equal-weight from Overweight by Morgan
Stanley .B/H/S: 1/3/1
Morgan Stanley notes Sydney Airport will be re-negotiating most of its aeronautical agreements this year. The
importance of this is highlighted by the fact the responsible analysts have today released a 32 page report on
this prospect.
Bottom line: the analysts see good prospects for a balanced price path and accretive returns on airport
investment over at least five years. This, they argue, is sufficient to support the stock's premium valuation.
The previous update saw Morgan Stanley reiterating its Overweight rating, but today's report includes a
downgrade to Equal-weight. Target lifts to $8.77 from $8.50. Industry view remains Cautious.
Total Recommendations

Recommendation Changes
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Total Recommendations

Recommendation Changes

Broker Recommendation Breakup

Broker Rating
Order
Company
Upgrade
1
AURIZON HOLDINGS LIMITED
2
EVENT HOSPITALITY AND ENTERTAINMENT LTD
3
KAROON ENERGY LTD
Downgrade
4
AGL ENERGY LIMITED
5
AGL ENERGY LIMITED
6
CLEANAWAY WASTE MANAGEMENT LIMITED
7
DECMIL GROUP LIMITED
8
ORIGIN ENERGY LIMITED
9
PENDAL GROUP LIMITED
10
PLATINUM ASSET MANAGEMENT LIMITED
11
SYDNEY AIRPORT HOLDINGS LIMITED

New Rating

Old Rating

Broker

Buy
Buy
Buy

Neutral
Neutral
Neutral

Morgans
Ord Minnett
Morgan Stanley

Sell
Sell
Neutral
Neutral
Neutral
Sell
Sell
Neutral

Neutral
Neutral
Buy
Buy
Buy
Neutral
Neutral
Buy

Morgans
Credit Suisse
Morgans
Citi
Credit Suisse
Credit Suisse
Credit Suisse
Morgan Stanley

Recommendation
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
KAR KAROON ENERGY LTD

New RatingPrevious Rating Change Recs
100.0%
50.0%
50.0% 3

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
AGL AGL ENERGY LIMITED
2
PTM PLATINUM ASSET MANAGEMENT LIMITED
3
SYD SYDNEY AIRPORT HOLDINGS LIMITED
4
CWY CLEANAWAY WASTE MANAGEMENT LIMITED
5
ORG ORIGIN ENERGY LIMITED
6
PDL PENDAL GROUP LIMITED
7
DXS DEXUS PROPERTY GROUP

New RatingPrevious
-64.0%
-80.0%
-8.0%
42.0%
64.0%
7.0%
17.0%

Rating Change Recs
-36.0%
-28.0% 7
-60.0%
-20.0% 5
8.0%
-16.0% 6
58.0%
-16.0% 6
79.0%
-15.0% 7
21.0%
-14.0% 7
20.0%
-3.0% 6

Target Price
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Target Price
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
KAR KAROON ENERGY LTD
2
ORG ORIGIN ENERGY LIMITED
3
SYD SYDNEY AIRPORT HOLDINGS LIMITED
4
CWY CLEANAWAY WASTE MANAGEMENT LIMITED
5
AGL AGL ENERGY LIMITED

New TargetPrevious
2.000
8.731
8.380
2.138
19.033

Target Change Recs
1.470
36.05% 3
8.660
0.82% 7
8.335
0.54% 6
2.133
0.23% 6
19.029
0.02% 7

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
PTM PLATINUM ASSET MANAGEMENT LIMITED
2
PDL PENDAL GROUP LIMITED

New TargetPrevious Target Change Recs
3.780
3.800
-0.53% 5
8.350
8.386
-0.43% 7

Earning Forecast
Positive Change Covered by > 2 Brokers
Order Symbol
Company
1
KAR KAROON ENERGY LTD
2
AMP AMP LIMITED
3
APT AFTERPAY LIMITED
4
MFG MAGELLAN FINANCIAL GROUP LIMITED
5
CGF CHALLENGER LIMITED
6
DXS DEXUS PROPERTY GROUP
7
ORG ORIGIN ENERGY LIMITED
8
RMD RESMED INC
9
CSL CSL LIMITED
10
ANN ANSELL LIMITED

New EF Previous EF Change Recs
4.130
-3.750
210.13% 3
5.100
4.957
2.88% 7
5.133
5.033
1.99% 6
219.300
216.086
1.49% 7
52.871
52.586
0.54% 7
66.717
66.360
0.54% 6
55.920
55.625
0.53% 7
59.729
59.550
0.30% 7
662.913
661.701
0.18% 7
165.386
165.085
0.18% 7

Negative Change Covered by > 2 Brokers
Order Symbol
Company
1
ALG ARDENT LEISURE GROUP
2
S32 SOUTH32 LIMITED
3
VRL VILLAGE ROADSHOW LIMITED
4
REG REGIS HEALTHCARE LIMITED
5
PDL PENDAL GROUP LIMITED
6
PTM PLATINUM ASSET MANAGEMENT LIMITED
7
GUD G.U.D. HOLDINGS LIMITED
8
CTX CALTEX AUSTRALIA LIMITED
9
CWY CLEANAWAY WASTE MANAGEMENT LIMITED
10
SHL SONIC HEALTHCARE LIMITED

New EF Previous EF Change Recs
-0.550
-0.200 -175.00% 3
11.624
12.779
-9.04% 7
13.400
14.233
-5.85% 3
11.867
12.150
-2.33% 4
52.114
52.543
-0.82% 7
26.100
26.240
-0.53% 5
67.400
67.720
-0.47% 5
132.100
132.640
-0.41% 5
7.248
7.265
-0.23% 6
123.357
123.500
-0.12% 7

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: Tension Rising, But Not Price
Rising tensions between the USA and Iran have not prevented spot uranium from sliding further in early 2020.
-Spot uranium continues to slide as buyers stay on the sidelines
-Renewed sanctions on Iran do not specifically target the country's nuclear program
-Several utilities assessing options in term market
By Rudi Filapek-Vandyck
There is no stopping the slide in spot uranium, or so it appears, with industry consultant TradeTech's spot price
indicator losing a further -US25c to US$24.60 during the week ending January 10, 2020.
Spot transactions totalled 300,000 pounds U3O8 divided over three separate transactions. TradeTech reports
the absence of any heightened end-user buying is the main culprit for the ongoing subdued conditions for the
yellow cake industry.
The opening week of the fresh calendar year did not see any participation from utilities, but TradeTech
reports several are watching activity closely while preparing to enter the market once market and political
uncertainties are resolved.
USA-Iran Uncertainty Rising
The Trump administration in the US did levy additional sanctions on Iran, as part of renewed escalation
in tension between the two countries, but thus far the new penalties do not include specific sanctions related
to Iran's nuclear program.
This, however, does not negate the fact that overall uncertainty has once again risen for the global uranium
industry. Thus far, the rise in tension and uncertainty has merely kept buyers on the sidelines, at least for now.
TradeTech's mid-term price indicator has remained at US29/lb (last decline in late December) while the
long-term price indicator is similarly unchanged from late December, at US$33/lb.
Term Market Activities
In the term market, TradeTech reports, one US utility continues to evaluate offers for circa 650,000 pounds
U3O8 equivalent for delivery between 2020 and 2022.
A non-US utility is in negotiation with a preferred supplier for 400 tU3O8 (~880,000 pounds U3O8) for delivery
in 2020. Another non-US utility is seeking offers for 150 tU3O8 (~330,000 pounds U3O8) for delivery in 2021;
offers are due on January 20.
Offers are due January 15, to a non-US utility requesting offers for 2.2m pounds U3O8 with delivery between
2021 and 2026, with an option for delivery in 2027 and 2028. Another non-US utility is finalising its selection of
a preferred supplier for approximately 3m pounds U3O8 equivalent contained in UF6 or enriched uranium
product (EUP) for delivery over the 2022-2028 period.
Another non-US utility is seeking offers for 250 tU3O8 (~550,000 pounds U3O8) to be delivered beginning in
2025 and extending to 2030.
In addition to these formal requests, several utilities remain engaged in off-market discussions with potential
suppliers to secure material for mid-term deliveries. Others remain engaged in off-market discussions with
potential suppliers regarding mid- and longer-term commitments.

25

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

26

www.fnarena.com

WEEKLY REPORTS

The Wrap: Bushfires & Economy, WA TAB And
REITs
Weekly Broker Wrap: market outlook; Australian economy; housing; property; JeansWest; wealth; gaming; and
US census.
-Australian bushfires likely to trigger temporary rise in inflation, impact on GDP
-Modest improvement in housing conditions likely over 2020
-JeansWest warning highlights significant pressures for retail malls
-Increase in adviser churn positive for Netwealth, HUB24
-WA TAB on the market, potential for global competitor to enter Oz
By Eva Brocklehurst
Market Outlook
Baillieu predicts equity market returns in 2020 will be modestly positive and international markets should
continue with their recent outperformance. The US S&P 500 rallied strongly in 2019 to new record highs and is
expected to rally again in 2020, albeit at a slower pace.
A rebound in global growth should drive a robust earnings recovery, the broker assesses, particularly in ex-US
international markets. The US presidential election will also be a market driver as will lower geopolitical risks.
Australia's economy is likely to muddle through, meanwhile, and underperform global peers. Baillieu also notes
elevated equity valuations in both Australia and the US.
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Australian Economy
It remains too early to assess the economic impact of Australia's bushfires, given much of it will be indirect, via
lost working days in construction and lower retail expenditure. UBS believes sectors that are most likely to be
affected will be agriculture, tourism, retail and construction.
The broker notes the ANZ-Roy Morgan consumer confidence index has already fallen to a four-year low in early
January, a negative sign for weak retail sales. Elsewhere, UBS assesses a -10% reduction in tourism for
impacted regions.
Citi agrees there will be initial supply shock with a loss of production on the back of damage to businesses,
infrastructure and residential properties, which means consumption and investment spending will be initially
delayed but will recover as rebuilding gets underway.
Given the indicative cost from the government of the bushfire response is $500m, against an expected budget
surplus of $5bn, it appears likely the surplus can be maintained.
The broker expects the crisis will impact on GDP in the fourth quarter of 2019 and first quarter of 2020 by as
much as up to -25 percentage points. Moreover, higher headline inflation is likely although much of this will be
trimmed out of core measures.
Citi estimates an equivalent reduction in GDP over the two quarters and agrees there will be a temporary
impact on inflation. Both brokers expect the Reserve Bank to cut official rates by -25 basis points in February,
ahead of downgrading the economic outlook.
Housing
An improvement in housing conditions is expected in 2020, although Morgan Stanley expects price growth will
moderate. The broker is confident in a sustained recovery. In particular the turnover of existing housing, which
has remained quite low and played a part in amplifying recent price signals.
While a trough in building approvals is also likely, Morgan Stanley suggests this will not offset the construction
decline that is expected over the year, although the outlook for 2021 will improve. Moderation in prices is
largely driven by credit availability with price growth above 5% difficult to sustain, given the broad shift to an
income-based lending system.
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While interest-rate reductions can boost serviceability, this has already been reflected in house prices to date.
Hence, the broker envisages mid-low single digit increases in national house prices in 2020 while another
official rate cut should provide some support.
Property
The main issues for Australian property stocks in the upcoming reporting season are likely to be retail rents and
valuations. While finding it hard to pinpoint any bullish potential for owners of retail malls, Morgan Stanley
considers Scentre Group ((SCG)) and Vicinity Centres ((VCX)) good value, as both are trading at around a -13%
discount to net tangible assets.
Meanwhile, expectations are low across the A-REIT portfolios. Comparable rental growth is unlikely to exceed
0-2.5%, in the broker's view. Earnings guidance for 2020 is expected for the first time from Scentre Group and
the broker considers there to be possible upside risk depending on assumptions around the $800m buyback.
There are expectations Goodman Group ((GMG)), which has guided to 9% growth in FY20, will increase its
forecast. Stockland ((SGP)) has guided to flat free funds from operations of 37.4c per security, which Morgan
Stanley expects will be maintained, despite the closure of Harris Scarf hurting the business more than peers.
The broker considers the second half earnings skew for Lendlease ((LLC)) could be as extreme as 65%. Hence,
the first half result on February 20 could look very weak, simply because all major origination projects are
unlikely to crystallise until the second half.
In contrast, the broker expects a 53% bias towards the first half for Mirvac Group ((MGR)), driven by an
unusual settlement profile for apartments that is weighted to the first half.
A-REITs & JeansWest
Australian fashion retailer JeansWest has been placed in voluntary administration. JeansWest currently
operates 146 stores with over half of these in shopping centres owned by the listed A-REITs. For now, the
retailer will be trading while a buyer is sought but there is a risk of store closures.
Scentre Group is considered the most exposed with 16 stores, followed by Vicinity Centres with 15 and
Stockland with 11. Morgan Stanley points out it is not that unusual for retailers to fail early in the year, as
businesses will typically attempt to trade through the busy Christmas period before declaring themselves
insolvent.
There have been a number of major chains that have announced store closures in the first two weeks of the
year, such as Harris Scarf, Bardot and Curious Planet. Moreover, Australia's bushfires have placed additional
pressure on retailers with Mosaic Group ((MOZ)), which owns Noni B and Millers, flagging a -8% drop in
comparable sales growth in the first half. Morgan Stanley retains a cautious view on retail A-REITs.
Wealth
Retail wealth management platforms have been battling outflows while industry funds continue to gain share.
Credit Suisse notes most of the share of flows went to industry funds in the September quarter, up $11bn,
while retail funds experienced outflows of -$5bn.
Netwealth ((NWL)), HUB24 ((HUB)) and Macquarie Group ((MQG)) all received sizeable inflows at the expense
of AMP ((AMP)), National Australia Bank ((NAB))/MLC and ANZ Bank ((ANZ)).
Specialists continue to win market share away from large institutions although Credit Suisse notes
Commonwealth Bank ((CBA))/Colonial and Westpac ((WBC))/BT managed to maintain market share.
Financial markets are pricing in a 40% chance of a cut to the cash rate in February and with HUB24 and
Netwealth generating around 55-75% of profit through cash administration fees Credit Suisse suggests their
approach to managing this income is critical.
While the next 25 basis points of cash rate reductions is manageable, the broker still expects sentiment to be
very negative around a cut and HUB24 is most exposed. Citi economists expect both should be able to maintain
their cash margins.
The broker upgrades Netwealth to Buy, envisaging upside to near-term earnings from better-than-expected
flows. The broker believes an increase in adviser churn is positive for both companies and calculates recent
churn from major institution-owned/aligned dealer groups could represent up to $60bn of addressable funds
under management.
Meanwhile Findex, an advisory firm with $17bn under advice, has launched a new offering with a flat
administration fee of $369 per annum. This pricing is materially lower than current platform pricing and
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administration fee of $369 per annum. This pricing is materially lower than current platform pricing and
represents a risk to medium-term forecasts, in the broker's view. However traction could take time to
materialise as it requires investment in sales and marketing.
Gaming
The Western Australian government has commenced a process to sell its TAB, Australia's third-largest TAB,
with a final decision likely this year. Several global operators are reportedly bidding as well as Tabcorp
((TAH)).
From a strategic and financial standpoint a successful purchase by Tabcorp is plausible, given it is the only
reported bidder with an existing retail footprint in Australia, but Morgan Stanley considers the upside marginal.
An acquisition could stretch the balance sheet, depending on the price paid and how it was financed. If
Tabcorp is not successful, then this could bring in a stronger global competitor that would remove the
company's monopoly presence and lead to greater market share loss in the longer term.
US Census
Every 10 years the US hires people to conduct its census. Thousands of temporary workers carry out data
collection which causes massive fluctuations in labour statistics. Morgan Stanley highlights the upcoming
census may have an impact on the 2020 federal government hiring for the first half of the year.
The broker believes it will be difficult to find the 500,000 workers which the Census Bureau plans to employ,
given a 50-year low in the unemployment rate. Changes in technology may alleviate some of the stress and the
broker assumes a peak of 400,000 temporary workers will be hired.
Morgan Stanley points out that workers are quickly shed in June and this will net out to roughly zero by
November. This will have no bearing on average hourly earnings as that is a measure of private sector pay,
although it will create swings in aggregate income, expenditure and savings in the first half versus the second.
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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SMSFundamentals: 2019 Record Year For ETFs
SMSFundamentals is an ongoing feature series dedicated to providing SMSF trustees with valuable news,
investment ideas and services, in line with SMSF requirements and obligations.
For an introduction and story archive please visit FNArena's SMSFundamentals website.
Record Year For ETFs
Investors are increasingly using Exchange Traded Funds to build diverse portfolios across asset classes and the
industry had a big year in 2019.
-Annual net ETF inflows the highest on record
-Substantial increase in investment in global sector products
-More than 50% of launches in 2020 expected to be active ETFs
By Eva Brocklehurst
Australia's exchange traded funds (ETF) had a big year in 2019, adding $21bn and reaching an all-time high of
$61.8bn in funds under management (FUM). This increase in the industry's size was by far the highest annual
change on record.
The statistics from BetaShares research revealed a year where, while asset appreciation played its part, net
inflows contributed around 60% of the industry growth.
This occurred after 2018 was hampered by declining asset prices. Annual net inflows were also the highest on
record, reflecting the strength witnessed globally across the ETF industry.

Moreover, for the first time fixed income products ranked number one in net inflows, mirroring trends in
the global industry. The five top products by inflows were in cash and fixed income.
BetaShares analyst Ilan Israelsam had suspected at the end of 2018 this would be the case. He notes flows of
over $3bn were spread across three different categories, illustrating how investors are using ETFs to build a
diversified portfolio across asset classes.
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In an unpredictable and low interest rate environment BetaShares CEO, Alex Vynokur, agrees many investors
are searching for an exposure that offers defensive benefits and diversification.
There was also a noticeable and substantial increase in investment in global sector products in 2019, in
particular global infrastructure exposures. The largest outflow by category was US dollar currency
exposure, which was sold off as investors took profits.
Outlook
Vynokur expects inflows to remain strong but does not consider such aggressive growth will be repeated in
2020. In 2020, international equities are expected to return to the top of the table, given the current yield
environment and investor expectations for reasonable overall returns.
In 2019 flows by ETF manager remained concentrated, with the top three, Vanguard, BetaShares and iShares
receiving 80% of the combined flow. There was a noticeable slowdown in new products compared with previous
years but Israelsam was not surprised, given the increasing maturity of the industry.
In 2019, 24 funds were launched and there was only one closure, being VanEck Vectors, which was re-purposed
as an Australian shares fund in the middle of the year.
Meanwhile, the breakdown of inflows between passive and active products was in line with the recent past.
Passive products accounted for 89% of inflow and vanilla index-tracking product was the dominant category, at
79% of the total.
Active ETFs
Most of the new funds that were launched in 2019 were active ETFs. Although the share remains relatively
modest, active ETFs are expected to take an increased share of flows in the next few years.
Israelsam forecasts more than 50% of launches in 2020 will be active ETFs, particularly as ASIC (Australian
Securities And Investments Commission) has lifted its stop on the launch of non-transparent active ETFs.
SMSFundamentals is an ongoing feature series dedicated to providing SMSF trustees with valuable news,
investment ideas and services, in line with SMSF requirements and obligations.
For an introduction and story archive please visit FNArena's SMSFundamentals website.
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: Xero, Treasury Wine And Appen
First update for the new calendar year and already plenty of material to combine. Which is why Part Two will
follow suit on Friday morning (tomorrow).
By Rudi Filapek-Vandyck, Editor FNArena
First observation to make is that one of my personal favourites in the Australian basket of Technology
Superstars (a la Sam Neill and Russell Crowe), accountancy cloud software services provider Xero ((XRO)), has
made it into the Global Top 30 Best Ideas for 2020 compiled by analysts at RBC Capital.
Minnow Xero (in the bigger scheme of things) has joined the likes of Alibaba, Alimentation Couche-Tard (see
also Caltex Australia ((CTX)), Barrick Gold, Diageo, Gilead Sciences, Salesforce.com, Uber Technologies, Visa
and 21 other names on RBC's shortlist of best investments to own for the year ahead.
Before anyone starts mumbling about a price-earnings (PE) ratio that is now approaching 1000x (Not a typo.
Check it out yourself via Stock Analysis on the FNArena website), here's a quick summation of why RBC Capital
is convinced this stock can still be bought and owned beyond the immediate outlook:
-Xero is the only global accounting software player built in the cloud as a SaaS platform since inception for
small-medium enterprises (SMEs). This gives the company material global scalability advantages versus
competitors who started life as desktop or on-premise software packages;
-Xero's Australian market share is projected to double to circa 65% by 2025 with market share in New Zealand
to surge to around 75%;
-In the UK competitor Sage is struggling to cope with its transition and Xero's market share is expected to triple
to circa 24% by 2025;
-Things look tougher in the US where incumbent Intuit is better in defending its home turf. Nevertheless, RBC
Capital believes a tripling in market share to 2% by 2025 should be possible, cementing Xero's position inside
the US Top Three.
I won't bother you with any of the financial implications other than that the analysts estimate Xero's total
addressable market (TAM) in Australia and New Zealand alone should reach NZ$1bn per annum while markets in
the UK and the US are twice that size and 10x that size respectively.
Xero is proudly owned in the FNArena/Vested Equities All-Weather Model Portfolio and has been one of the
best performing investments over the past five years.
Paying subscribers have full access to my research into All-Weather Performers via a dedicated section on the
website where Xero sits under the category of Emerging New Business Models, alongside Altium ((ALU)),
NextDC ((NXT)), and others.
RBC Capital's price target for the year ahead is $90. At the time when the Global Top 30 report was released
in December, the shares were trading at $81.05. This compares to $86.27 at the time of writing today (it's Risk
On this week, alright).
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****
Analysts at CLSA, long term supporters of the premiumisation story that has unfolded at Treasury Wines
((TWE)) have -again- reiterated their High-Conviction Buy rating for the stock. CLSA does not ignore the fact
that things have gotten tougher in the US market, which is why their forecasts have been reduced. But there is
so much more to like about this company and its prospects, in their view.
On a relative comparison, vis-a-vis the broader market, Treasury Wine shares are now trading near an historical
low, further reinforcing CLSA's conviction investors will be rewarded. The price target of $26 (down -50c)
suggests a total return in excess of 50% over the coming twelve months.
The obvious comment to make here is that if climate change continues to wreak havoc with agricultural assets
and properties, both in Australia and overseas, it remains yet to be seen exactly when and to what extent
grape growers and wine producers shall be impacted, eventually.
****
Stock pickers at Goldman Sachs equally updated their High Conviction List recently. The selection currently
consists of 14 top picks; A2 Milk ((A2M)), Afterpay ((APT)), Domino's Pizza ((DMP)), Freedom Foods ((FNP)), IMF
Bentham ((IMF)), Lendlease Group ((LLC)), Lifestyle Communities ((LIC)), National Australia Bank ((NAB)), News
Corp ((NWS)), Opthea ((OPT)), Origin Energy ((ORG)), Seven Group Holdings ((SVW)), St Barbara ((SBM)), and
Telstra ((TLS)).
****
In similar fashion, small and micro cap specialists at Canaccord Genuity have just released a fresh update on
their Top Australian Stock Picks, consisting of the following 16 stocks; Bellevue Gold ((BGL)), Bigtincan
Holdings ((BTH)), City Chic Collective ((CCX)), Carnarvon Petroleum ((CVN)), Elmo Software ((ELO)), Healthia
((HLA)), Kathmandu Holdings ((KMD)), Macquarie Telecom ((MAQ)), MNF Group ((MNF)), Nearmap ((NEA)),
Nickel Mines ((NIC)), Next Science ((NXS)), NEXTDC ((NXT)), Primero Group ((PGX)), the company formerly
known as Ausdrill, Perenti Global ((PRN)), and Resolute Mining ((RSG)).
****
At Bell Potter, technology analysts Chris Savage and TS Lim have now nominated Appen ((APX)) as their key
pick for the sector. Catapult Group ((CAT)) and Citadel Group ((CGL)) complete the stockbroker's Top Three
of technology sector picks.
Since the prior update in September, TechnologyOne ((TNE)) has been removed due to a favourable response
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post the release of FY19 financials. The duo had been carrying WiseTech Global ((WTC)) as a Conviction Sell for
a long time. That changed late last year too when, under attack from offshore short sellers, the share price
weakened considerably.
As stated earlier, more to follow in Part Two.
(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.)
P.S. I - All paying members at FNArena are being reminded they can set an email alert for my Rudi's View
stories. Go to My Alerts (top bar of the website) and tick the box in front of 'Rudi's View'. You will receive an
email alert every time a new Rudi's View story has been published on the website.
P.S. II - 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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Rudi's View (Part 2): Iress, Oz Minerals And
Super Retail
Part Two of the calendar year's first update on Conviction Calls for the year ahead.
By Rudi Filapek-Vandyck, Editor FNArena
On Thursday afternoon, while I was writing Part One, I couldn't help noticing the local share market was
charging higher. I thus tweeted: Question that needs to be asked: is that a raging bull out there or are we
witnessing a herd of lemmings?
To which a few fellow-twitterers responded by asking: what is the difference?
The difference, of course, is a sustainable rise in scenario number one and the opposite, exact timing unknown,
under scenario numero secundo.
Here's what market strategists at CLSA had to say on the same day: "With sentiment indicators at or near
record levels, we see global equity markets vulnerable to a short 2- to 3-week lasting pullback/washout into a
second half of January, which we would expect to be the set up for another rally in equities into April/May.
"From there we would expect to see selectivity and distributive signals develop."
I cannot help but think about what the local February reporting season is going to offer. My best guess is:
elevated volatility. Companies better meet or beat market expectations, or else.
****
I received an invitation to contribute to a general outlook story for the Australian share market. Turned out,
they liked my contribution so much at Finder.com.au, they turned it into a stand-alone story for FinderX.
So here it is, my outlook story for Australian equities:
https://www.finder.com.au/investing-in-2020-volatility-and-opportunities
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****
Contrary to years prior, analysts at stockbroker Morgans have been rather slow to jump back into action post
the 2019 end-of-year holiday break, but the strategy desk was fast as lightning to get the short list of Best
Ideas across the national network of brokers and advisors.
These Best Ideas, explains the broker, are those stocks believed to offer the highest risk-adjusted return over
the coming twelve months, supported by a higher-than-average level of confidence. Another way of looking at
it is, these are Morgans' most preferred sector exposures.
Which is why Best Ideas consists of no less than 26 names; Telstra ((TLS)), Treasury Wine Estates ((TWE)),
Woodside Petroleum ((WPL)), Westpac ((WBC)), Sonic Healthcare ((SHL)), Transurban ((TCL)), Aurizon Holdings
((AZJ)), APA Group ((APA)), ResMed ((RMD)), Cleanaway Waste Management ((CWY)), Link Administration
((LNK)), Orora ((ORA)), Frontier Digital Ventures ((FDV)), PWR Holdings ((PWH)), Lovisa Holdings ((LOV)), Baby
Bunting ((BBN)), Cooper Energy ((COE)), Kina Securities ((KSL)), Generation Development ((GDG)), Pro Medicus
((PME)), Volpara ((VHT)), Over The Wire ((OTW)), Iress ((IRE)), Orocobre ((ORE)), Red 5 ((RED)), Aventus Group
((AVN)), and APN Convenience Retail REIT ((AQR)).
Oil Search ((OSH)) and OZ Minerals ((OZL)) have both been removed early in the month, while Aurizon is the
sole newcomer.
****
Portfolio managers at Morgans kept a low profile during December and early January, only switching out of Oil
Search into Woodside Petroleum, and selling OZ Minerals and buying South32 ((S32)) instead.
****
Bell Potter released its selection of most favoured stocks for 2020 and regular readers of my research into
All-Weather Performers will notice the overlap. See the website. Sorry, paying subscribers only.
Bell Potter's selection includes Amcor ((AMC)), Aristocrat Leisure ((ALL)), CSL ((CSL)), Downer EDI ((DOW)),
Goodman Group ((GMG)), Macquarie Group ((MQG)), Netwealth ((NWL)), Sonic Healthcare ((SHL)), Woolworths
((WOW)), and WorleyParsons ((WOR)).
****
An update by Morgan Stanley strategists on their 37 stocks-selection of Global Best Business Models has
revealed an underperformance versus the MSCI ACWI (benchmark for global equities) last year; 19.9% versus
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22.9%.
The Best Business Model is an attempt by Morgan Stanley to identify companies that have the best business
model in their sector globally supporting the belief that such superiority will translate into outperformance in
the share market over the medium to long term. The analysts use additional screening for profitability, use of
capital, balance sheet risk and fundamental value as well as Environmental, Social and Governance (ESG)
factors.
One could argue their research is an in-depth, quantitative attempt to identify All-Weather Performers across
equities worldwide, though I am 100% convinced we'd clash when discussing some of the outcomes from the
research. For instance, the 37 stocks include Boeing and iron ore producer Vale.
Other stocks on the list are Amazon, Visa, Komatsu, Tencent, Walt Disney, Eli Lilly, Texas Instruments, Roche,
Adobe, Honda Motors, Nestle, Costco, Blackrock, LVMH, UnitedHealth, JP Morgan Chase, and UBS.
****
One of this year's Conviction Calls that has had a bit of a rough start to the new calendar year is CLSA's Top
Buy recommendation for Super Retail ((SUL)), considered heavily undervalued and likely to regain investor
interest on the back of renewed interest in the value part of equity markets.
CLSA has joined many others in anticipating 2020 will witness the come-back of value stocks in generating
outperformance on the back of a resumption in global growth.
At the start of the year, with the share price falling just short of $10.50 on the back of a positive swing
upwards in December, CLSA's price target was suggesting potential total return of no less than 33%.
Clearly, not everybody shares the same view. The shares have trended lower since and on Thursday
JPMorgan/Ord Minnett chimed in with a downgrade to Hold which promptly pulled the share price down by
close to -6% on the day. Don't expect the supporters at CLSA to change their view anytime soon.
And that, as they say, makes a market.
(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.)
P.S. I - All paying members at FNArena are being reminded they can set an email alert for my Rudi's View
stories. Go to My Alerts (top bar of the website) and tick the box in front of 'Rudi's View'. You will receive an
email alert every time a new Rudi's View story has been published on the website.
P.S. II - 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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TERMS AND CONDITIONS OF USE, AND DISCLAIMERS
These Terms and Conditions of Use, and Disclaimers constitutes your agreement with News Network with respect to your use of its FN
Arena website, its weekday news periodical, Australian Broker Call, as well as it’s monthly periodical Australian Super Stock Report,
as well as any other publications (including articles) News Network may publish on its website, or anywhere else, from time to time.
Please read the contents of this page carefully as it contains important legal information and disclaimers. By entering and perusing the
website, reading the Australian Broker Call or the Australian Super Stock Report, or, if you are subscriber, by entering the password
protected part of the website, you acknowledge that you have read, understood and accept this agreement.
By accepting this agreement you acknowledge, understand and accept the following:
1. Reference to “FN Arena” and “News Network” means reference to News Network Ltd, its journalists, directors, other employees,
affiliates, agents, associates and subsidiaries.
2. News Network Ltd is the owner of the FN Arena website and brand name.
3. Reference to “we” or “us” is reference to News Network.
4. Reference to “this website” or the “FN Arena website” means reference to www.fnarena.com, and includes reference to News
Network’s weekday news periodical, Australian Broker Call, as well as its monthly periodical Australian Super Stock Report, as well as
any other publications (including articles) News Network may publish on this website, or anywhere else, from time to time.
5. Reference to “news periodicals” means reference to News Network’s weekday periodical, Australian Broker Call, as well as it’s
monthly periodical Australian Super Stock Report, as well as any other periodicals News Network may publish from time to time on this
website, or anywhere else, from time to time.
6. Reference to “publications” in this agreement means any material, including articles, published or put in print on the FNArena
website, or anywhere else, whatsoever, and includes News Network’s weekday periodical, Australian Broker Call, as well as it’s monthly
periodical Australian Super Stock Report, and any other periodicals News Network may publish from time to time.
7. Reference to a “visitor” means, you, a visitor to this website, and includes a subscriber to Australian Broker Call and the Australian
Super Stock Report, as well as any other publications or periodicals News Network may, from time to time, publish on this website.
8. News Network is a media company which employs financial journalists to report financial news. News Network’s journalists perform
the required research and collect the information that is, ultimately, each day, published on this website and in News Network’s
news periodicals. As is obvious, the process by which the information is collected and delivered to you is a purely journalistic one
and, therefore, the comments, opinions and recommendations News Network reports on this website are not the opinions of News
Network or any of its journalist or other employees. News Network is ONLY and specifically a matter-of-fact reporter of industry signals
suggesting price direction probability of some shares. News Network simply delivers the information – it does not create it.
9. Although News Network obtains the information published herein from sources deemed to be reliable, and given and received in good
faith, it cannot and does not guarantee its accuracy. News Network does not take any responsibility either for the financial soundness
or for the correctness of statement made or opinion expressed in the data or content reported by News Network, and cannot and does
not guarantee the reliability and accuracy of the opinions of the brokers whose opinions, recommendations and forecasts it reports.
10. News Network publishes this website, all publications and its periodicals strictly for convenient personal, non-commercial,
educational and informational purposes of its subscribers only. Our goal is to provide the subscribers with a convenient starting point
of potentially useful, but not comprehensive, content that can educate or otherwise enhance a visitor’s knowledge base and frame
of reference.
11. News Network is NOT a stock broker or financial or trading advisor, nor is it an advisory service of any kind, and no advice or
recommendations on investments or trading are made nor implied on this website. Nothing contained in this website is intended to be,
nor shall it be construed as, advice or recommendation. Any investment or other decisions made by you must be based solely on your
own evaluation of the targeted subject for investment, and your financial circumstances and investment objectives, and News Network
will not be held liable for any such investments and decisions.
12. It is distinctly understood and accepted that the shares referred to in the FN Arena website, News Network’s publications and/or
periodicals have not been recommended by News Network. The content and or any comments found of this website, including
the content and/or comments published in any publication and/or periodicals published by News Network, do not constitute a
recommendation or endorsement by News Network with respect to any company, security, share or investment or any financial or
investment product.
13. This website makes no representations, and, to the extent allowed by the law, specifically disclaims all warranties, express, implied
or statutory, regarding the accuracy, timeliness, completeness, merchantability or fitness for any particular purpose of any material
contained in the website.
14. Before making an investment decision, you must do your own research and rely on your own examination of the share, and the risk
involved, and not on what you read on the FN Arena website, or in any publication or periodical. The content of this website is provided
strictly for convenient personal, non-commercial educational and informational purposes only and News Network shall not be held liable
for any investment decisions, sales or purchase decisions, which you may have made based on what you have read on this website or
in the periodicals published by News Network from time to time, or in any other publications News Network may publish on its website,
or anywhere else, from time to time. Anyone who makes investment decisions based on what they read on this website does so at their
own risk, and agrees that they cannot hold News Network responsible and/or liable for any loss whatsoever.

15. It is your responsibility to evaluate the completeness, accuracy and usefulness of any content made available on this website. If you
are unsure, or in doubt about the meaning of any information, you should consult your financial advisor.
16. News Network does not guarantee any returns on investments made in any share mentioned on this website by the visitors. As
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website, or any of the publications or periodicals, or you do not agree with these terms and conditions, your sole and exclusive remedy
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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.
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25. News Network reserves the right to make any and all changes to the FN Arena website, including the publications and periodicals,
at its sole discretion without notice to you. News Network reserves the right to deny access to this website or its information to anyone
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