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» Investors say Newmont’s offer ‘underwhelming, opportunistic’ » Hopes to set up auction for Australia’s biggest gold miner

$24b Newcrest bid ‘not enough’

Peter Ker

The world’s largest gold miner has
lobbed a blockbuster $24.4 billion bid
for ASX-listed Newcrest Mining, but
faces a pushback from investors who
are hoping to set up an auction for the
local giant.

Newcrest yesterday confirmed a
report in The Australian Financial
Review’s Street Talk column that it had
received the takeover approach from
Newmont, and disclosed a separate,
previously secret bid made in January.

Newcrest is Australia’s largest gold
miner, and operates in NSW, Western
Australia, Papua New Guinea, Canada
and Ecuador. US-based Newmont
owns Boddington in WA and Tanami
in the Northern Territory as well as
assets in Africa, South America and
North America. Newcrest shares rose
9.3 per cent yesterday at $24.53.

But Allan Gray chief investment
officer Simon Mawhinney said the deal
had lobbed at a time when Newmont
shares were “expensive” while New-
crest shares were “depressed”.

“I think a merger of these companies
might make sense, but I am not con-
vinced the relative value on offer strikes
the right balance,” he said. The fund
manager controls just over 7.3 per cent
of Newcrest.

Newcrest chairman Peter Tomsett
has vowed to consider the proposal,
which would give Newmont control of
the four mines that topped gold pro-
duction volumes across Australia and
Papua New Guinea in the 2022 finan-
cial year, plus some of the region’s best
undeveloped growth options.

Newcrest said the federal govern-
ment's Foreign Investment Review
Board (FIRB) would need to approve
the transaction if it progressed to a
binding sale.

Gold prices were high by historic
standards at $US1878 per ounce yester-

Comparative performance (%)
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Crumbs for mid-caps

The big question
for mid-cap gold
miners is whether
some tasty
crumbs will spill
free if Newmont succeeds in
devouring the biggest gold
miner on the ASX. Peter Ker p13

day, and gold has appreciated strongly
in recent decades as investors trusted it
to be a store of value during financial
crisis and the pandemic.

Newcrest investors were promised

0.38 shares in Newmont for every New-
crest share they own; an offer that was
priced ata 21 per cent premium to New-
crest’s closing share price on Friday but
below the level that Newcrest shares
traded at as recently as April 2022.

The offer implied that Newcrest
shares were worth about $27.16. But
Investors Mutual portfolio manager
Tim Wood said it was not high enough.

“We think an acquisition by
Newmont makes sense, and we don't
rule out a counter-bid from another
gold major, including Barrick Gold.
That said, we think it's an under-
whelming, opportunistic bid — coming
at a time when Newcrest is without a
permanent CEO — which doesn't offer

PM demands budget spending offsets

Phillip Coorey
Political editor

Federal ministers have been told not to
bother proposing new spending in the
budget unless the idea is accompanied
by offsets, and has been declared a
policy priority by the prime minister, as
the government seeks to minimise
pressure in interest rates.

Signalling a return to the pre-
pandemic budget discipline of paying
for all new spending, Treasurer Jim

RBA's life gets a bit easier
The RBA will be relieved the Albanese
government has promised to
minimise budget handouts ahead of
a ninth consecutive increase to the
cash rate today. > Markets p29
Chalmers and Anthony Albanese rein-
forced yesterday that while inflation
was expected to abate over the year, it
would not do so quickly.

“[The current inflation rate of]
7.8 per cent is obviously unacceptably

high and puts alot of pressure on famil-
ies and others in our community, but
we expect that inflation is starting to
moderate,” Dr Chalmers told parlia-
ment yesterday.

“It will stay higher than we’d like for
longer than we’d like. That is the truth
Continued p4
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Tom Palmer
Newmont CEO

enough for shareholders,” he said. The
bid lobbed by Newmont over the week-
end was 5 per cent higher than a non-

company communicated to the New-
crest board in January, only for New-
crest to dismiss it.

“We still don’t think the current bid
is high enough, particularly as it comes
with significant risk for shareholders
around the price of Newmont shares
and AUD/USD currency fluctuations,”
said Mr Wood.

Continued p16
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How CEO

‘woes led to
‘approach

¢ ($57 billion) US gold mining giant

: Newmontshould lob a $24.4 billion bid
¢ atNewcrest when the ASX mineris

¢ withouta permanent chief executive.

For the past decade, Newcrest has

had a decidedly mixed record when it
: comes to managementand culture.

Former chief executive Greg

¢ Robinson left the miner in 2014 after

: $6 billion of write-downs related to the
: group’sacquisition of Lihir Gold. This

¢ deal,donein 2010 ata cost of

: $8.5 billion, was the brainchild of then-
i chief executive Ian Smith, who would

i later leave Orica following criticism of
¢ his management style.

binding, indicative offer the American :
: Biswas, did an impressive job from an

: operational and financial point of view,
¢ fixing the company’s balance sheet,

: lifting its operational performance

i (including at Lihir) and setting up an

i impressive suite of growth options. But
¢ questions remained after heretired

: suddenly in December.

Robinson’s successor, Sandeep

By contrast Newmont is known for

: whatmightbe described as classic
¢ American mining industry leadership
: —stable, sophisticated, calm and long-
i term, arguably even to the point of
i beingabit too thoughtful. > Back page

Greens split hurts Labor agenda

Tom Mcllroy

A damaging split within the Greens has
made Senate negotiations harder for
the Albanese government, with the
expanded crossbench requiring Labor
to secure an extra vote for contentious
legislation.

Victorian senator Lidia Thorpe quit
the minor party yesterday, moving to
the crossbench over her opposition to
the Indigenous Voice to parliament.

The Greens’ Senate numbers drop to
11, leaving the Labor government need-

ing the Greens plus
two extra votes to pass
legislation opposed by
the Coalition.

The change raises
immediate questions
over the government’s
second wave of indus-
trial relations reforms,
planned for later this year, and could
slow Senate passage of bills related to the
Voicereferendum. » News p6

Lidia Thorpe

» Phillip Coorey ‘Thank God that's over' p6
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ANZ returns to the bargaining table
ANZ has restarted collective bargaining over pay for
the first time in seven years, joining a wave of major
employers reviving dormant union agreements
after Labor’s industrial relations overhaul. p8

World

Ukraine to replace defence minister
President Volodymyr Zelensky’s political party said
on Sunday (Monday AEDT) that it would move to
replace Ukraine’s defence minister, as fierce fighting
raged in the east amid what Ukrainian officials say
is the beginning of a new Russian offensive. p12
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Biologist uses family skill to save reefs
As a marine biologist, Taryn Foster never expected
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Debate shaping rates policy
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Perrottet takes on the pokies lobby

Dominic Perrottet is promising his
government will finally deal with the
problem gambling and money
laundering endemic in the
extraordinarily high penetration of
poker machines in pubs and clubs
throughout NSW.

With about 90,000 machines and
counting, second only to the global
gambling capital of Nevada, the NSW
premier can be excused for saying this
isan issue “unique to our state”. Not
that problem gambling and criminal
proceeds channelled through poker
machines will ever be unique to any

Australia bans poker machines in pubs
and clubs and even then, the state still
allows poker machines in its casino.

Nor do the NSW measures do
anything to limit social problems from
the surging growth of online gambling.
Many of the most popular apps are
owned by overseas operators based in
the Northern Territory. In another
modest political attempt to hold back
the tide, the federal government is set
torelease BetStop, a self-exclusion
register for problem gamblers online.

But NSW has still led the country in
the ubiquitous spread of pokie-culture
over decades, and now attempts to
regulate some results of their
widespread use. That ensures the fate
of the NSW Coalition’s attempted

the entire gambling industry.

That’s even if the proposed NSW
changes are relatively modest and are
hardly being rushed through. Under
Perrottet’s plan, the shift would start
nextyear and all machines would be
cashless by 2028. The cash will be
replaced by cards with limits set by the
user every seven days. These cashless
gambling cards would not be linked to
users’ credit cards—only their bank
accounts.

The state government would also
provide no-interest loans for small and
medium venues to buy new machines
with cashless technology, and $50,000
grants to pubs and clubs to help
develop new revenue from alternatives
such aslive music and food. That's to
replace the increasing reliance and
profitability of the money take from
gambling.

“Thatis money well spent,” Perrottet

i said of the estimated $350 million cost.
¢ “Thatis money spent on the biggest

i socialand community and law

: enforcement reform in our state’s

: history. This has been talked about for
¢ toolong.”

The only catch is that first, Perrottet

i needs towin a tough election next

i month. That’s going to be extremely

¢ difficult, given the accumulation of

i barnacles onalong-term government

: and abadly tarnished Liberal Party

i organisation. The Coalition campaign

¢ slogan—“Keep NSW Moving Forward”
: —hasobvious speed limits.
jurisdiction. In Australia, only Western :
i reformisalso anything but typical

i campaign fare for the Coalition or

: Labor. This time around, key

: independents in the NSW parliament
i have stated thatif neither party wins

Backing the need for major gambling

- It makes the pokies
fight a political

- gamble for both

. parties.

i enough seats to form a majority, their
i support for a minority government

¢ would be contingenton the

: commitment to gambling reform.
reforms will also be closely followed by
i faceaferocious backlash from the

i extremely well-funded and politically

i connected lobby groups and political

i donors—Clubs NSW and the

¢ Australian Hotels Association. His

i proposed ban on political donations

i from clubs and pubs —similar to a ban

¢ onproperty developers—isalsoyetto

¢ be passed. The pubs and clubs will also
i have plenty of money to mount their

i ownad campaigns.

But Perrottet was always going to

It makes the pokies fight a political

¢ gamble for both parties. Labor is

. betting Perrottet’s proposed reforms

: won'tgetany traction in the must-win

i seats of south-western Sydney, and

¢ may damage the Coalition if voters are
: persuaded that changes may endanger
i the financial health of their locals.

i Despite pressure from some union

: leaders, Labor leader Chris Minns is

¢ only willing to back the obvious sop of a
: modest trial of 500 poker machines,

¢ and putting minor restrictions on the
: number of new machines added to the
: state’s grand total.

Perrottet had trouble even getting his

proposal through his own cabinet,

i including predictable resistance from

: the Nationals, who argued the move to
i cashless gambling cards would harm

i theviability of regional pubs and clubs.
¢ He finally succeeded on Sunday night—
i justin time to provide a useful

i distraction from the various scandals

: androlling crises besetting his

i government before the election.

The premier’s position was actually
shored up by Clubs NSW having to sack

: itsown CEO, John Landis, after he said
i Perrottet’s proposals came from his

i “conservative Catholic gut” rather than
: being based on evidence.

Perrottet’'s moderate persona and

i policies have effectively disarmed any
i initial public concerns about his

i conservative Catholic background

i dominating his approach to

i government. So, the premier simply

i rejected the remarks as “incredibly

: inappropriate and offensive” and an

: attack on every person of faith across

: the state. Minns could only agree.

Independent MP Alex Greenwich

i said Landis had presided over the

i transformation of community clubs

: into “mini casinos” and ignored the

: damning Crime Commission report

: thathighlighted the extent of criminal
i activity occurring in clubs.

Although Perrottet says there has

i been extensive consultation to get

i pokies reform right, he does not shy
i away from insisting everyone hasa
i moral responsibility in dealing with
: thisissue.

“We cannot have a situation in NSW

¢ where families are broken and people

i are putting their life savings down

i pokie machines,” he said as he unveiled
i the package yesterday.

“This is not about being a wowser,

this is about looking after the
: vulnerable, this is about stopping
¢ money laundering.”

This may prove another triumph of

i hope over experience when it comes to
i gambling, even if the Coalition does

i actually manage to cling onto power in
¢ aminority government on March 25.

: Butpoliticians are increasingly on

: notice to put their chips on the table.

Unions in rearguard fight for new conventional submarine

Andrew Tillett

workforce remained a “real challenge”

Political correspondent

Unions are warning that the Albanese
government needs to build a new fleet
of conventionally powered submarines
in Australia or risk not having the
workforce and skills base to underpin
the eventual construction of nuclear-
powered craft.

The call, backed by homegrown
defence contractors, comes after
Defence Minister Richard Marles said
supplying an interim submarine to the
navy had been ruled out as Australia,
the US and UK come close to finalising
the study on supplying nuclear-
powered submarines under AUKUS
next month.

While visiting the UK and Washing-
ton last week for talks with his Amer-
ican and British counterparts, Mr

Marles said building up the submarine
AFRGAT A002

but ultimately would generate thou-
sands of jobs.

But the Australian Shipbuilding Fed-
eration of Unions —made up of the Aus-
tralian ~ Manufacturing ~ Workers’
Union, Australian Workers' Union,
Electrical Trades Union, the Commu-
nications, Electrical and Plumbing
Union and Professionals Australia — is
lobbying Mr Marles to rethink the deci-
sion, saying the delivery of nuclear sub-
marines is decades away.

National convener and AMWU assist-
ant secretary Glenn Thompson said the
government should urgently approve
construction of six diesel-electric sub-
marines to bridge the capability gap
between the ageing Collins-class sub-
marines and the arrival of the nuclear-
powered subs while training and build-
ing up the workforce to critical mass.

“You've got to have a pipeline of

What s the plan B
if there is a change
in the US and UK

politics?
Glenn Thompson, AMWU

work to build the skills in the sector,”
said Mr Thompson, who will meet Mr
Marles and Defence Industry Minister
Pat Conroy tomorrow. “To build the
workforce, you need to have people on
Australian soil to do that.

“And what is the plan B if there is a
change in the US and UK politics?
There are just too many unknowns.”

The government plans to mitigate
against a capability gap by upgrading
the ageing six Collins-class submarines
through the “life of type extension”, or
LOTE, squeezing out an extra 10 years

of service. Navy chiefs have objected to
an interim submarine, arguing it
would leave them operating three
classes of submarines.

But Mr Thompson said this would
not be the case if the government built
six updated versions of the Collins-
class subs rather than a brand new
design. The new boats would replace
the original Collins submarines and
would in turn be replaced by the nuc-
lear fleet, which is increasingly likely to
be a design common to the AUKUS
members.

Australia’s taxpayer-owned ship-
builder, ASC, employs 2000 people in
submarine yards in Adelade and Perth.

Mr Thompson said the LOTE would
create just 150 extra jobs. In compar-
ison, the now-axed French submarine
project had been forecast to create
more than 5000 jobs.

Mr Thompson pointed to the strugg-

les the UK’s nuclear submarine build
has suffered from when its workforce
dwindled to about 2000 workers. Now
the workforce sits at about 10,000, with
the UK government last week forecast-
ing the shipyard would grow to 17,000
employees and contractors.

The Australian Industry and
Defence Network, which represents
small-to-medium homegrown defence
contractors, said it was imperative for
Australia’s  sovereignty that the
industry was developed and enhanced.

“The gap between the last submarine
built on our shores and the next one
grows on a daily basis,” said chief exec-
utive Brent Clark.

“Without the opportunity for an
Australian workforce to exercise their
skills on submarine construction the
risk associated with building the next
generation nuclear submarine
becomes enormous.”
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School funding
rises steeply as
outcomes stall

Julie Hare
Education editor

A new Productivity Commission report
has bolstered the case for more tar-
geted approaches to school funding,
including the adoption of explicit
teaching practices, after it found that
despite significant increases in funding
per student, improvements in aca-
demic outcomes have stalled.

The release of the commission’s
annual Report on Government Services
comes as Education Minister Jason
Clare prepares to kick off a year-long
negotiation on how $72 billion in state
and federal funding should be spent to
improve student performance.

Funding per student rose 1.9 per cent
a year in real terms between 2012 and
2021, but the rate of increase was far
higher in Catholic and independent
schools, up 2.8 per cent a year com-
pared with the 1.7 per cent gain for pub-
lic schools. Students in government
schools received an average of $20,940,
while funding for Catholic and inde-
pendent schools was $12,442, the
report said.

State, territory and federal govern-
ment expenditure on schools in 2021
totalled $106.7 billion, up 32 per cent
from $80.7 billion 10 years earlier.

However, despite the significant
funding increase, the report finds that
between 2011 and 2022, there was no
significant difference in the reading
ability for students in years 5, 7 and 9,
but there had been a statistical
improvement for year 3.

Year 3 and year 5 students also

Year 9 reading proficiency levels (%)
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improved their reading skills, but year
9 went backwards and year 7 didn’t
change between 2008 and 2022.

Only year 5 students improved their
numeracy results, while year 7 went
backwards. There was no noticeable
difference for students in years 3 or 9.

On the Program for International
Student Assessment (PISA), the pro-
portion of 15-year-olds who read at the
national proficient standard or above
was 60 per cent; in mathematical liter-
acy it was just 54 per cent; and for sci-
entific literacy it was 58 per cent.

But the Trends in International
Mathematics and Science Study was
significantly more positive, finding that
70 per cent of year 4 students and 68
per cent of year 8 students were at, or
above, the national proficient standard.

Science knowledge was even better,
at 78 per cent for year 4 students, and
74 per cent for year 8 students.

Increasingly, experts point to a small
number of reforms that would turn
around school performance, particu-
larly among the most disadvantaged
students.

In its submission to the review of the
National School Reform Agreement,
the Australian Education Research
Organisation (AERO), summarised
that the most cogent reforms include
widespread professional development
of the existing teaching workforce in
explicit instruction techniques and
easy access to high-quality teaching
resources.

Investing in targeted interventions
for students significantly behind in
their learning, addressing poor well-
being and sense of belonging at school
and improving the career paths and
earning capacity for the best teachers
would contribute to turning around
Australia’s underwhelming perform-
ance, the AERO said.

No other country among the 39
developed nations in the Organisation
for Economic Co-operation and Devel-
opment provides as much money as
Australia does to non-government
schools.

In 2021, that sum totalled almost 62
per cent of total funding, with the
remainder sourced from fees and
donations.

Some deposit savings rates above
4pc but others still at rock bottom

Duncan Hughes

Banks say they have made more than
50 increases to their savings rates since
last May to equal, or exceed, increases
in the Reserve Bank of Australia’s cash
rate for some of their products.

But many bank savings rates remain
at rock bottom, causing the gap
between the highest and lowest to blow
out to more than 4.5 percentage points,
an analysis by RateCity, which monit-
ors rates, shows.

The Australian Competition and
Consumer Commission is preparing to
examine deposit rates after Treasurer
Jim Chalmers flagged that he wanted it
to ensure that banks were “treating
their customers fairly when it comes to
savings accounts”.

ACCC chairman Gina Cass-Gottlieb
said yesterday that the investigation
into how quickly banks responded to
cash rate rises was one of her top prior-
ities for this year, given the cost-of-
living pressures faced by retirees and
the elderly.

The Reserve Bank of Australia is
expected to announce a ninth straight
rate increase today.

Savers wanting top rates need to
monitor products and be ready to
switch to alternatives, either with their
existing bank or a new one.

For example, nimble ANZ savers can
increase their returns more than six-
fold by switching from its Online Saver
account, which pays just 0.6 per cent, to
its Plus Saver paying 3.75 per cent, says
RateCity.

Alternatively, NAB’s 12-month term
deposit is paying 4 per cent, an increase
of 3.75 percentage points since May,
which is 0.75 percentage points higher
than the 3 percentage point increase in
the cash rate.

“The most competitive rate depends
on how much the customer wants to
put away in savings and how quickly
they want to access their funds as
cash,” said Paul Riley, NAB executive
for everyday banking.

Some products also competed on
cheap fees, Mr Riley said.

NAB has made more than 50
increases to its savings and term
deposit rates since May last year.

Banks are also under increasing
pressure from competitors to attract
more deposits to help fund their home
loans as the cost of wholesale funding
continues to rise.

“But banks aren’t opening up their
wallets to everyone,” said RateCity’s
Sally Tindall. “Even within a bank,
we've seen select savings rates shoot

Big four bank savings rates by account

BONUS SAVERS May 1, | Today Increase | Conditions
2022 (%) (%) (ppts) for max rate

CBA GoalSaver 0.25 3.25 +3.00 Grow balance each month
Westpac Life 0.25 3.75 +3.50 Grow balance each month
NAB Reward Saver 0.25 3.25 +3.00 1 dep, no withdraw/month
ANZ Progress Saver 0.15 2.50 +2.35 $10+ dep, no withdraw/month
CBA NetBank Saver 0.05 1.60 +1.55 4.00% for 5 months

Westpac eSaver 0.05 0.85 +0.80 3.75% for 5 months

NAB iSaver 0.05 1.10 +1.05 3.75% for 4 months

ANZ Online Saver 0.05 0.60 +0.55 2.40% for 3 months

Existing customer rates

News °

\
OTHER Mayl, | Today
2022(%)| (%)

Westpac Spend&Save*  2.00 4.35

ANZ Plus Save** 0.50 3.75

Highest ongoing rate savings accounts

Virgin Money 1.35 4.60
Boost Saver

ING Savings 1.35 4.55
Maximiser

Move Bank n/a 4.50
Growth Saveaa

ubank Save 1.20 4.10
AMP Saver 1.35 4.10

*18yrs to 29yrs ** 15yrs+ A Balance caps for some maxrates. AA Notin marketin May 2022.

Banks aren’t opening
up their wallets to

everyone.
Sally Tindal, RateCity

up, in some cases beyond the 3 percent-
age point, while others have barely lif-
ted off the floor.”

Some higher savings rates go to new
rather than existing savers; apply to
only some of the bank’s accounts; only
offer the biggest increases for short-
term promotions; and are making
increases off rock-bottom amounts
well below the inflation rate.

“Over the past few months, CBA has
regularly increased rates across a num-
ber of our savings products and intro-
duced multiple term deposits,” said

Increase

(ppts)
+2.35 Grow balance each month.

5+ purchases on linked account
+3.25 None

3.25 Deposit $2K+; make 5+
purchases in linked bank acct;
32 days' notice to access funds
3.20 Deposit $1K+; make 5+

2.90 Deposit $200+ in savings or
linked bank account / mth
2.75 Balance must rise by $1K/mth

Difference
(% points)

purchases in linked bank acct.
Grow bal each mth.

n/a Deposit $200+;
no withdrawals [ mth

SOURCE: RATECITY

Kate Crous, Commonwealth Bank’s
executive general manager of everyday
banking.

CBA has increased interest rates
across 10 deposit products up to nine
times since last May.

Anna Bligh, CEO of the Australian
Banking Association, said there had
been a “healthy rise” in term deposits in
the past 12 months with the four big
banks offering at least 4 per cent
interest on deposit products compared
with 0.30 per cent in January last year.

Virgin Money Boost Saver is paying
4.6 per cent for minimum deposits of
$2000 and several other conditions,
including 32 days’ notice to access
funds.

“Keen savers can now get ongoing
rates that are well over 4 per cent;
however, customers would do well to
read the fine print,” Ms Tindall said.

Government passes buck on Indigenous charity chair

Michael Roddan

Government ministers, departments
and regulators have offered a tepid
response to revelations the chairman
of a federally funded Indigenous aged
care charity in South Australia was
sacked or resigned from multiple
organisations under a cloud of alleged
credit card misuse and overspending.

An investigation by The Australian
Financial Review yesterday detailed the
history of Jim Golden-Brown, the
chairman of Aboriginal Elders & Com-
munity Care Services Inc (ACS), and an
ongoing but protracted probe by the
Department of Social Services into his
conduct at the collapsed National
Aboriginal and Torres Strait Islander
Corporation, which owes the depart-
ment almost $2 million.

The department declined to com-
ment as the matter is under investiga-

tion, as did Bill Shorten, Minister for
the National Disability Insurance
Scheme, which contributes funding to
ACS.

Questions from the Financial Review
to Indigenous Australians Minister
Linda Burney and Aged Care Minister
Mark Butler also went unanswered.

Opposition Indigenous Australians
spokesman Julian Leeser said the gov-
ernment needed to “promptly” report
on the status of the departmental
investigation given the probe was
entering its fourth year.

“The Australian Financial Review has
raised serious issues,” Mr Leeser said.
“It is important that such issues be
examined in a way thatis thorough and
provides procedural fairness.”

The National Indigenous Australi-
ans Agency, which sits under the
Department of Prime Minister and
Cabinet and oversees the Office of the

Jim Golden-Brown

Registrar of Indigenous Corporations
(ORIC), said it did not fund ACS and
that “an individual’s appointment to a
board or senior position within an
organisation is a matter for the respect-
ive board”.

The Australian Charities and Not-
for-profits Commission, under which

ACS is registered, said it was unable to
comment on particular charities.

“Further, we cannot confirm or com-
ment on ACNC compliance activity
unless it is already in the public
domain, or if we take certain action
against a charity,” the ACNC said.

The Financial Review found Mr
Golden-Brown left previous roles at
four government-funded bodies under
a cloud of allegations over the last 15
years, but has taken over governance at
ACS despite multiple warnings to regu-
lators and different levels of govern-
ment. Mr Golden-Brown was most
recently sacked in 2021 as the chief
executive of the National Aboriginal
and Torres Strait Islander Corporation,
which collapsed owing the Depart-
ment of Social Services $2 million amid
accusations Mr Golden-Brown had
charged the company for frivolous per-
sonal expenses.

A decade before this, Mr Golden-
Brown was fired as chief executive of
the Northern Territory-based not-for-
profit Malabam Health Board Abori-
ginal Corporation. Mr Golden-Brown’s
expenses at Malabam were under
investigation at the time.

He also abruptly departed a Vic-
torian Aboriginal land council shortly
before the Victorian government
investigated suspected misuse of pub-
lic funds.

Prior to that, Mr Golden-Brown’s
company, Muru Nanga Mai Manage-
ment Pty Ltd, a not-for-profit pur-
portedly aimed at getting Indigenous
people into NSW Land Council rental
properties, was found by NSW Fair
Trading to be operating as a real estate
agency withouta licence.

Mr Golden-Brown was prosecuted
for this at the Moree Local Court in
2010.
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‘Off-budget’ funds can push inflation

John Kehoe
Economics editor

The International Monetary Fund and
economists say the proliferation of the
federal government’s so-called “off-
budget” funds to invest in the energy
grid, industry and housing risk adding
to inflation pressures.

Labor took to the election a pledge to
set up a range of energy and social
infrastructure funds that will be seeded
with borrowed money and add about
$50 billion to government gross debt
over coming years.

These include the $20 billion Rewir-
ing the Nation Corporation to fund
cheap loans to energy companies to
rebuild and modernise the energy grid,
the $15 billion National Reconstruction
Fund to diversify industry, and the $10
billion Housing Australia Future Fund
for new social and affordable homes.

The IMF’s review of Australia’s econ-
omy said last week that further spend-
ing restraint would be required in the
May budget - in line with a commit-
ment from Treasurer Jim Chalmers.

The IMF also said so-called “off-
budget” or “below-the-line” outlays via
investment vehicles needed to be rolled

out judiciously, to avoid adding to infla-
tion. “Strong aggregate demand and
the tight labour market warrant con-
tinued focus on fiscal consolidation in
the near term,” it said.

“Saving of expected revenue over-
performance and judicious imple-
mentation of spending programs,
notably infrastructure investment,

The extra bit that goes
into the economy [in a
single year] is a small

portion of the fund.
Chris Richardson, Rich Insight

would help in containing demand pres-
sures and inflation.

“Implementation of below-the-line
activity through newly created invest-
ment vehicles (National Reconstruc-
tion Fund, Rewiring the Nation, and
Housing Australia Future Fund)
should be phased appropriately, and,
more broadly, a proliferation of such
vehicles should be avoided.”

Labor and Coalition governments
have used the off-budget vehicles to

conceal spending because the funds do
not detract from the “underlying cash
balance” that treasurers and the media
focus on.

These include the $29.5 billion of
equity injected into the national broad-
band network by the Rudd-Gillard
Labor governments, and the Coalition’s
$14.5 billion for the Australian Rail
Track Corporation, $5.9 billion for the
Snowy 2.0 hydropower project and
$5 billion for the Northern Australia
Infrastructure Facility.

Former Treasury economist Stephen
Anthony said the funds needed a stric-
ter cost-benefit analysis by an inde-
pendent agency such as the
Productivity Commission.

“These federal funds, combined with
the states’ infrastructure spending and
another mining boom, are contribut-
ing to the shortages in construction,”
he said. “In the context of an inflation
fight, it's not a good cocktail.”

The little-talked-about “headline
cash balance” that includes the govern-
ment funds is forecast to have a cumu-
lative deficit of $228.9 billion over the
five years to 2025-26, $47 billion worse
than the underlying cash balance that
most commentators focus on.

Rich Insight economist Chris
Richardson said the widening gap
between the headline and underlying
cash balances over the past 15 years
showed politicians were increasingly
“hiding” spending by using a “loophole”.

“The idea of the off-budget vehicles
was they earn a commercial rate of
return,” Mr Richardson said.

“The NBN and other funds under
both sides of politics have failed that
test.”

Mr Richardson was less worried
about the inflation consequences, say-
ing only a small portion of the funds
were spent in a single year.

“The extra bit that goes into the econ-
omy is a small portion of the fund.”

Dr Chalmers’ office was contacted
for comment yesterday.

Shadow treasurer Angus Taylor said
the IMF’s warning was timely.

“The treasurer can indulge in all the
spin he likes, but the reality is the
money still needs to be borrowed and
the impact will still be felt across the
economy,” he said.

“This will make the task of taming
inflation harder and certainly will not
make the job of the Reserve Bank any
easier.”

From page 1

PM demands budget
spending offsets

of it. Interest rate rises are an inevitable
consequence.”

Mr Albanese said spending restraint
must be a hallmark of the May 10
budget, as it was at the October budget,
especially as about 20 per cent of all
housing loans would roll off fixed rates
this year to much higher variable rates.

“When those fixed mortgages end,
there will be an increased pressure on
around about 800,000 Australians
who will go off fixed rates onto more
flexible rates,” he said.

“And that’s why, in particular, in the
lead-up to the May budget, we will con-
tinue to put forward a responsible eco-
nomic policy.

“We are doing all that we can, just as
we did last October, to produce a
responsible budget.”

The Reserve Bank of Australia is
expected to raise interest rates today
for the ninth time since May last year,
and at least once more before the
middle of the year.

At the same time, a rapidly recover-
ing budget bottom line, due largely to
commodity prices and low unemploy-
ment, has raised speculation of an early
return to balance or even surplus,
which will fuel demands for extra
spending.

However, The Australian Financial
Review understands that based on cur-
rent Treasury estimates, the budget
will not be close to surplus this year.

Dr Chalmers and Mr Albanese said
any cost-of-living assistance must not
be inflationary. In October, the govern-
ment delivered relief in the form of
cheaper childcare and lower-cost pre-
scription medicines.

This year, up to $3 billion in energy
bill assistance for low- and middle-
income households will be paid as
power bill discounts, rather than
cheques, to try to limit the inflationary
effect. There will also be money to help
low-income households transition
from gas to electric appliances.

One of the most expensive demands
on this budget is coming from the wel-
fare sector, which wants the daily
Jobseeker rate lifted from $48 a day to
$73 aday.

Although it will cost billions and be
inflationary, Cassandra Goldie from
the Australian Council of Social Ser-

vices said there were good reasons to
AFRGAT A004

Anthony Albanese (above left), Peter Dutton and Sussan Ley at a church service in Canberra to mark the start of the parliamentary
year. Below: Richard Marles, Jim Chalmers and Tony Burke during question time. PHOTOS: ALEX ELLINGHAUSEN, RHETT WYMAN

lift the rate. “The high rate of inflation is
a challenge for us. People on low
incomes are under enormous financial
strain, especially with hikes in rents
and energy prices. The government has
acted to stem inflation in these areas
and should do more,” she said.

“Butinflation shouldn’t be used as an
argument to keep income support well
below poverty levels.

“People on Jobseeker and other
income support payments are suffer-

ing poor health, losing their homes,
and going without other essentials
because no one can survive on $48 a
day. We cannot let this continue.

“Quite rightly, Dr Chalmers doesn’t
oppose wage increases on the grounds
they would be inflationary. The same
logic applies to raising income support
to liveable levels.”

The newly formed Economic Inclu-
sion Advisory Body, which was estab-
lished in return for Senator David

Pocock supporting the government'’s
industrial relations legislation last year,
will release its findings two weeks
before the budget, and is expected to
push for welfare increases.

As well as the cost and inflationary
impact, there is little support inside
government to lift the dole, given
unemployment is a low 3.5 per cent
and there are labour shortages.

Increasing the dole in such circum-
stances risks a political backlash, espe-
cially from workers on low incomes.

Shadow treasurer Angus Taylor said
the government could help bring down
inflation by aiming for a surplus
budget.

“If you have higher interest rates and
higher inflation, you have to have that
goal,” he said.

“Over the summer we saw a govern-
ment whose priorities are all wrong; a
treasurer who spent the summer writ-
ing a 6000-word essay rather than
focusing on cost of living, the real
challenges that Australians are facing
in their households and in their
businesses.”

The budget was forecast in October
to be in deficit by $37 billion this year.
Based on current estimates, that num-
ber will be better come May 10 but will
not be in balance or surplus.

Greens told
safeguard
threat might
backfire

Jacob Greber

Threats by the Greens to sink Labor’s
heavy-emissions trading legislation
next month could lead to even greater
use of potentially controversial offsets
and erode financial incentives to cut
carbon levels, according to modellers
RepuTex Energy.

Political positioning around legisla-
tion for the so-called safeguard mech-
anism has ramped up ahead of Labor’s
plans to pass the crediting scheme into
law by March 31.

Greens leader Adam Bandt has hin-
ted the legislation should exclude new
gas and coal facilities, while the Coali-
tion is moving to oppose the bill
entirely.

Climate Change and Energy Minister
Chris Bowen is moving to tighten the
existing safeguard mechanism from
July 1, putting greater pressure on
more than 200 of the nation’s biggest
industrial, resources and manufactur-
ing facilites to slash emissions
between now and 2030.

Under the legislation due to come
before parliament this month, facilities
that beat their targets under the revised
scheme would be able to generate Safe-
guard Mechanism Credits (SMCs) that
can be traded to firms falling short.

There will be less
incentive to reduce

emissions.
Hugh Grossman, RepuTex

RepuTex managing director Hugh
Grossman said the creation of SMCs
would be a critical driver of technolo-
gical investment in internal abatement
by big emitters, creating a financial
incentive for early action.

“It's an ironic twist for the Greens,”
Mr Grossman said. “They are lobbying
against the use of offsets, but by block-
ing the creation of Safeguard Mechan-
ism Credits they could lead to the wider
use of Australian Carbon Credit Unit
(ACCUs) because industries wouldn’t
be rewarded for lowering their on-site
emissions.

“If you remove that, there will be less
incentive for industry to reduce emis-
sions.”

Labor will need the support of the
Greens and at least one independent
senator to pass the enabling legislation.

The warning to the Greens by
RepuTex comes after demand for
ACCUs exploded last month.

A record 3 million ACCUs were
traded on brokerages in January after
Mr Bowen released Labor’s position
paper on the design of his safeguard
mechanism changes.

Some 2.1 million ACCUs moved via
the spot market, with another 835,000
changing hands in the forward market.

Mr Grossman said the surge in
volumes was being driven by investors
betting that the big industrial emitters
would soon begin entering the market
to build up their ACCU stocks ahead of
the start of the safeguard mechanism
reforms.

“The main reason is initial interest
from liquidity providers and speculat-
ors effectively building their position
ahead of the entry of large high-
emitting facilities,” he said.

He said many of the biggest facilities
that fell under the safeguard mechan-
ism were still on the sidelines and “yet
to start building their market entry
strategies”.

» Big energy users back code p8
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These initiatives have paved the way for a bright future and have positioned Australia as a leader in the digital world.

From the chatbot's speech

Can ChatGPT do _

a better speech
than a pollie?

Robo Risk Al
technology is already
a genuine threat.

Georgie Moore

ChatGPT is coming for academia, the
office job and now federal parliament.
Could a bot make a better politician?
Well, it turns out the chatbot’s observa-
tions are barely distinguishable from
political speak, and two MPs say that is
a serious problem.

Labor MP Julian Hill and the Liberal
MP Aaron Violi used the return of par-
liament yesterday to make speeches
partially written by the artificial intelli-
gence chatbot to illustrate the chal-
lenges and opportunities posed by the
technology.

The soaring popularity of the techno-
logy has sparked warnings including

from Chief Scientist Cathy Foley, and
for universities to rethink how they
approach teaching and assessments.
Big four consulting firm PwC has
moved to caution employees against
using material created by the chatbot
for client work.

Mr Violi asked ChatGPT to respond
to the “former government’s policy on
the digital economy”, to which the
chatbot noted the Coalition’s “signific-
ant contributions to the growth and
development of the digital economy”.

“These initiatives have paved the
way for a bright future and have posi-
tioned Australia as a leader in the
digital world,” the chatbot said in a
short speech, the rest of which the
backbencher wrote himself, about the
digital economy.

“The fact that this program can cre-
ate at the click of some keyboards a
couple of paragraphs that, if I hadn’t
mentioned it, could have quite easily
been accepted as a part of this speech in

MPs Aaron Violi and (above right) Julian Hill. MAIN PHOTO: JAMES BRICKWOOD

parliament raises those challenges
around education and the risks to
white-collar jobs,” Mr Violi, who repre-
sents the Victorian seat of Casey, told
The Australian Financial Review.

Mr Hill warned that artificial general
intelligence (AGI) presented “existen-

tial” and “catastrophic” risks if
untamed, and said scientists’ concerns
about the risks of Al increasingly sur-
passed “asteroids, runaway climate
change, super-volcanoes, nuclear dev-
astation, solar flares or high-mortality
pandemics. If humans manage to con-

News °

trol AGI before an
intelligence  explo-
sion, it could trans-
form science,
economies, our envir-
onment and society
with advances in
every field of human
endeavour,” the MP for Bruce in Vic-
toria said.

“But the risk that increasingly wor-
ries people far cleverer than me is the
unlikelihood humans will be able to
control AGI”

He told the Financial Review the tech-
nology “was advancing so rapidly that
it can imitate anyone in society”,
including himself.

“Australia and governments right
across the world are not nearly
engaged enough as the tecnology is
moving so rapidly”, he said.

Mr Hill asked ChatGPT for a run-
down on recent reports about the use
of Al in students cheating, as well as a
two-minute explanation about the
risks and benefits posed by the tech-
nology.

The algorithm responded that teach-
ers might not be able to detect when a
student used Al for an assessment,
making it difficult to stamp out cheat-
ing. “AGI also raises significant ethical
and moral questions, such as who is
responsible when a machine or
algorithm causes harm or makes a
decision that is harmful to individuals
or society.” “Mr Speaker, I have to
admit I didn’t write any of that. In fact,
no human wrote that,” Mr Hill told par-
liament.
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Greens split a Senate headache for Albanese

Tom Mcllroy and Phillip Coorey

A damaging split within the Greens has
made Senate negotiations harder for
the Albanese government, with the
expanded crossbench requiring Labor
to secure an extra vote for contentious
legislation.

Victorian Senator Lidia Thorpe quit
the Greens yesterday, moving to the
crossbench over her opposition to the
Indigenous Voice to parliament.

The Greens’ Senate numbers drop to
11, leaving Labor needing the Greens
plus two extra votes to pass legislation
opposed by the Coalition.

The change raises immediate ques-
tions over the government’s second
wave of industrial relations reforms,
planned for later this year, and could
slow Senate passage of bills related to
the Voice referendum. After lengthy
negotiations, the first tranche of IR
legislation was passed with only ACT
independent David Pocock’s support,
and that of the Greens.

Next time, the government will need
the Greens and two crossbench votes,
likely from either Senator Pocock,
Tasmanians Jacqui Lambie and
Tammy Tyrrell or Thorpe. Other
dealmaking is all but guaranteed.

Her defection also means there is a
majority of non-government and non-
Green senators for the first time,
enabling government regulation to be
overturned. This puts at risk the gov-
ernment’s controversial regulations on
superannuation disclosure, which Sen-
ator Pocock has been trying to disallow.

Under new regulations announced
in September, super funds will provide
less-itemised information on market-
ing, payments to unions and industry
bodies to members.

Senator Thorpe gave Mr Bandt a
commitment she would vote with
Greens on climate issues, meaning
negotiations over the so-called, safe-
guard mechanism could emerge
unscathed.

A leading critic of the proposed

Greens leader Adam Bandt yesterday.

Indigenous consultative body, Senator
Thorpe had been pushing for other ele-
ments of the Uluru Statement from the
Heart to be implemented first, includ-
ing a truth-telling process and a treaty
with Indigenous communities.

The party’s former First Nations
spokeswoman, she appeared isolated
within the Greens before the decision.
The Greens were preparing to
announce support for the Voice pro-
posal as soon as last night, but Senator
Thorpe was opposed.

Announcing her decision after a
meeting of MPs yesterday, Senator
Thorpe said she would vote with the
Greens on climate legislation, but
declared herself a leader of the “Black
sovereign movement”.

She has called on Labor to immedi-
ately implement recommendations
from the landmark Royal Commission
into Aboriginal Deaths in Custody and
the Bringing Them Home report on the
Stolen Generations legacy.

A DjabWurrung Gunnai Gunditj-
mara woman, Senator Thorpe said
advocating for Aboriginal and Torres
Strait Islander justice had become
impossible inside the Greens.

“Now I will be able to speak freely,”
she said.

“Greens MPs, members and sup-
porters have told me they want to sup-
port the Voice. This is at odds with the
community of activists who are saying
treaty before Voice.

Leaving a Parliament House news
conference without taking any ques-
tions, she said she was not announcing
her final position on the Voice yet. “I've
spent my entire life fighting for justice,
to defend our sovereignty, to save black
lives,” she said. “This is my goal.”

Mr Bandt said he was “truly sorry” to
see Senator Thorpe quit the party, say-
ing she left with enormous respect. He
offered to take portfolio responsibility
for the Voice, allowing her to remain as
First Nations spokesperson.

“Iwish she had made a different deci-
sion, but I understand the reasons that
she has given for that decision,” he said.

Mr Bandt said the Greens remained
central to the balance of power in the
Senate. In December, lower house MP
Andrew Gee quit the Nationals over the
party’s opposition to the Voice. The for-
mer minister said he would advocate
for a Yes vote in the referendum due
before the end of the year.

Earlier, the prime minister used the
opening of parliament for 2023 to urge
support for the referendum. “We need
to get the detail right and there would
be a process, as well as that parliament-
ary debate about the legislation, and I'd
want to get as much agreement as pos-
sible,” Anthony Albanese said.
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Senator Thorpe announces her resignation from the Greens at Parliament House in Canberra yesterday. PHOTOS: ALEX ELLINGHAUSEN

Defection makes life trickier for Labor

Comment

Phillip Coorey il
Seconds after announcing her
resignation from the Greens, Lidia
Thorpe walked into her office, took off
her jacket, kicked off her shoes and
said: “thank God that’s f--king over”.

Safe to say, the feelingamong her
now former colleagues was mutual.
The government, however, will have
concerns.

Thorpe, a high-profile recruit who
won the Greens a Senate seatin
Victoria at the election last May, has
been more than a handful for Greens
leader Adam Bandt. Shedidn’tlasta
year, storming out of the party on

to support the Voice to parliament,
putting her at odds with her 11 fellow
senators and four lower house
colleagues.

Inabid to keep her in the tent, Bandt
offered to take portfolio responsibility
for the Voice and leave Thorpe with the

. Thevirtual freeride
it has enjoyed in the
. Senate will become a
 little bumpier.

rest of Indigenous affairs. That was
: totally unworkable.

The Albanese government will

: welcome Thorpe’s move to the fringe
¢ becauseitenables the Greens to

¢ coalesce behind a Yes vote for the

¢ Voice.

But the virtual free ride it has thus far

i enjoyed in the Senate will become a

: little bumpier due to the changing

i numbers. Before Thorpe’s departure,

¢ the government, when opposed by the
Thursday because of her unwillingness :
i Greens plus one of the five other

i crossbenchers. Now it will need the
i Greens plus two.

Coalition, needed the support of the

Thorpe said yesterday she would

continue to vote with the Greens on
i climate policy, but that was all. The
¢ government has a big agenda coming

i upthisyear, including its second wave
: ofindustrial relations reforms.

Lastyear, it passed its first wave,

i which included multi-employer

: bargaining with the support of the

¢ Greens and David Pocock. Next time it
¢ will need the Greens, Pocock and one

i more. Jacqui Lambie voted against the
i IRlawslasttime, as did the other

i crossbenchers, the two One Nation

i senatorsand the the UAP’s Ralph

: Babet.

Thorpe will soon find herself in that

i darkplace for an independent

i crossbencher with hardly any staff and
i fewer resources. She’ll have to get her

i headaround IR and a lot more.

Also for the government, there is

i now amajority of non-Labor and non-
: Greens senators, meaning government
¢ regulations can be disallowed.

For months, Pocock has been trying

i regulations governing superannuation
i fund disclosures. He has the support of
i non-Labor senators except the Greens

i who have blocked the move because

: they, too, receive union donations.

Now, Thorpe can expect Pocock

knocking on her door.

Deal means Alice Springs alcohol bans to be reinstated

Tom Mcllroy

Alcohol bans will be reinstated in cent-
ral Australia, under a deal between the
federal government and the Northern
Territory to stem violence and anti-
social behaviour in Aboriginal town
camps and remote communities.

Prime Minister Anthony Albanese
and Northern Territory Chief Minister
Natasha Fyles yesterday announced
plans for legislation to reinstate dry
zones, recommended by a snap review
ordered over rising alcohol-fuelled
violence and community disruption in
Alice Springs.

Before the flare up in Alice Springs

became a national political issue last
AFRGAT AO06

month, the territory government had
resisted calls to extend or reimpose
grog bans first put in place during the
Howard-era federal intervention.

But the review ordered by Mr Alban-
ese, and conducted by Central Austra-
lian regional controller, Dorrelle
Anderson, paved the way for
community-based bans and local alco-
hol management plans to be reintro-
duced.

Under legislation set to be con-
sidered by the Northern Territory
Legislative Assembly next week, com-
munities will be allowed to apply to opt
out of alcohol bans, provided 60 per
cent of residents support the decision.

The alcohol plans will be reviewed
by territory government officials.

The federal government will spend

$250 million to better address the
decline in some services in remote
communities, considered a factor in
the recent unrest.

“The Northern Territory and Austra-
lian governments will continue to work
with the Central Australian com-
munity on longer-term solutions to the
issues locals are facing,” Mr Albanese
said.

“As experts and community leaders
have pointed out, alcohol restrictions
alone will not address the underlying
causes of antisocial behaviour. The
issues are complex and have developed
over decades.”

The prime minister told parliament
intergenerational disadvantage must
be addressed in Indigenous Australia.

“Itis about a lack of employment ser-

vices, a lack of community services, a
lack of educational opportunity.

“The truth is that all governments
could have done better — all govern-
ments — Labor, Liberal, Northern Ter-
ritory, here in Canberra could have
done better,” he said.

Ms Fyles defended her government’s
handling of the situation in Alice
Springs, insisting alcohol is a legal
product and describing her response as
“agile”.

“We've heard loudly and clearly that
the matter and decision of alcohol on
community needs to be one that is
made by the entire community,” she
said.

“That is why we’re creating a circuit
breaker and implementing temporary
dry zones until communities can

develop and vote on the alcohol man-
agement plans.”

In the year to December, property
damage offences soared by nearly
60 per cent in Alice Springs, while
commercial break-ins and alcohol-
related assault offences were up by
more than 55 per cent.

Domestic violence assault offences
were up by nearly 54 per cent and
house break-ins by more than 22 per
cent.

Locals said many of the problems
related to remote community residents
visiting Alice Springs to access govern-
ment services, including health and
welfare.

The federal opposition welcomed
the funding announcement but said
Labor had been too slow to act.
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NSW cashless
pokies plan
to cost $350m

Samantha Hutchinson

Dominic Perrottet has vowed to make
every poker machine in NSW cashless
within five years under a $350 million
plan offering pubs and clubs zero-
interest loans, grants and buybacks as
he forges ahead with a plan to rein in
gambling in the state.

But the state’s largest poker machine
operators are likely to snub an element
of the plan proposing to buy back more
than 2000 machines at a time when
licences are changing hands for
$600,000 each, according to analysts,
pubs owners and brokers.

Under the plan, pubs and clubs will
have five years to convert their
machines. Small and medium-sized
players will be given interest-free loans
to help with the transition, as well as
investment grants of $50,000, to
encourage them to reduce their reli-
ance on gambling income.

“We are delivering one of the biggest
law enforcement and social com-
munity reforms in our state’s history,”
Mr Perrottet said.

“I don’t think there’s a person in the
state who doesn’t know someone who
has been affected by problem
gambling, or will know someone
whose family has broken down as a
result ... the time for trials is over, the
time for delivery is now.”

Gambling reform advocate Tim Cos-
tello applauded the package for requir-
ing punters to set limits before
gambling, while other groups includ-
ing  Transparency International
praised an attached measure propos-
ing to ban political donations from
pubs and clubs.

An element of the package propos-
ing to buy back machines in a bid to
reduce the number of licences in the
state is likely to be snubbed by the
state’s biggest poker machine owners
and could drive up the value of the
machines, industry insiders say.

Single poker machine licences are
currently changing hands for more
than $600,000 each, with a block of
three — in which a buyer is forced to
surrender one machine to the state
while keeping the other two - com-
manding as much as $1.3 million.

“I'd say a hotel with three or eight
machines would want to sell their enti-
tlements now, but if you're an operator
in the top 100 hotels in the state and
you've got 30 machines going, there’s
no way you would sell,” broker Nick
Tinning told The Australian Financial
Review.

“Theyre a diminishing asset so
they’ll continue to increase in value”.

While large private owners includ-
ing the Nelson Meers Group and
Arthur Laundy did not respond to the
Financial Review's requests for com-
ment, Barrenjoey analyst Tom Kierath
said listed and private companies with
large poker machine holdings such as
Endeavour Group were just as likely to
snub buybacks.

“I don’t think the big commercial
owners will would be interested in
selling their machines, because they
run them well and they’re very profit-
able,” Mr Kierath said. “Whereas the
smaller outfits in the country ... just
don’t have the same throughput.”

The premier declined to comment
yesterday on the cost of the buyback
scheme, but a spokesman said the pro-
gram was more likely to focus on the
clubs sector, where licences are consid-
erably cheaper than machines in pubs.

The premier unveiled the gambling
reforms on the same day a parliament-
ary committee probing former deputy
premier John Barilaro’s appointment
to a plum US trade post handed down
an interim report that described the
appointment as having all the hall-
marks of a “jobs for the boys” decision.
It also alleged senior Liberal Stuart
Ayres had shown “poor judgment” in
his role as trade minister overseeing
part of the recruitment process.

When asked about the report,
Mr Perrottet branded the findings as
politically motivated and noted that he
stood by Mr Ayres who he has said will
return to cabinet if the Coalition wins
the next election.

“I will listen to an independent for-
mer inspector of the ICAC [rather] than
Labor and the Greens in a political
committee,” Mr Perrottet said.

» Opinion There are ethical ways of living
with the thrill of gambling p39

The Laundys now own the Watsons Bay Boutique Hotel outright. Below: The Lennox Head Hotel overlooks the beach.
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Laundys splash $150m on pubs deal

Larry Schlesinger

Rich Lister Arthur Laundy and his fam-
ily have joined the spending bonanza in
the hospitality sector after agreeing to
pay about $150 million to acquire full
ownership of five trophy pubs that they
had previously owned jointly with long-
term business partner Fraser Short.

The hotels are the Watsons Bay
Boutique Hotel in Sydney’s eastern sub-
urbs, Northies at Cronulla, Park House
Mona Vale in Sydney’s Northern
Beaches and the Lennox Head Hotel
and Illawong Hotel on the NSW North
Coast. Also included in the deal is The
Farm, a 32-hectare working farm and
hospitality venue near Byron Bay.

The deal to acquire the remaining
50 per cent stakes in the six venues take
total pub deals for the first five weeks of
2023 to about $330 million, after a
record $2.2 billion of assets changed
hands last year.

Considered both recession- and
inflation-proof, the cash-flow-rich ven-
ues are now among the asset classes
most sought after by both investors and
publicans.

Full ownership of the five pubs and
The Farm takes the Laundys portfolio
to almost 90 venues.. The family has
been keen to acquire and develop ven-
ues with a strong focus on quality food
and beverage offerings.

The family’s business partnership
with Mr Short - a long-term family

friend - stretches back 10 years to their
joint purchase of the Watsons Bay
Boutique Hotel, which has been trans-
formed into one of the city’s most popu-
lar waterfront venues.

Since then, they have partnered on
numerous other acquisitions with the
Laundys taking a more passive silent
partner role, leaving Mr Short to
develop and run the businesses under
his Sydney Collective hospitality banner.

Mr Laundy praised Mr Short for his
efforts in turning these venues into a
portfolio of “world-class” hotels and
said he was excited to add them to the
family business.

“Signing this deal gives myself and my
kids a great platform to continue to
grow Laundy Hotels as a family-friendly
hotel group of the future,” he said.

It is understood pub specialists HTL
Property helped broker the deal
between the Laundys and Mr Short.

Mr Short said selling these venues
allowed him to simplify his life and
focus on his family, including four chil-

dren. “Arthur made me a really good
offer which allowed me to take some
money off the table and focus on being
abetter dad,” he said.

“Running this business is a seven-
days-a-week job. I'm almost 50. My late
dad, Warwick, a successful publican,
was only 60 when he died.”

Mr Short is also selling his interests
in The Morrison bar in the Sydney CBD
and the Whalebridge bistro and bar at
The Rocks. However, he will retain
ownership of a number of smaller ven-
ues such as The Sir George in Jugiong
in regional NSW and The Balcony in
Byron Bay.

“I still love hospitality, but want to run
one or two smaller businesses,” he said.

Mr Laundy’s son Stuart, who heads
up transactions across the family busi-
ness (and who went to school with
Mr Short), said the latest acquisitions
made Laundy Hotels probably the
biggest seller of draught beer in the
country.

“All of these pubs are huge busi-
nesses. It's also about the real estate.
Owning an 80-acre (32-hectare) farm at
Byron Bay is not a bad land bank.”

Stuart Laundy, who last month
warned against any knee-jerk response
to problem gaming amid plans for a
cashless gaming card in NSW, said the
family’s pubs were jam-packed.

“We've come out of COVID strongly
as a nation and our customers are in a
great mood,” he said.

Alleged fraudster ‘plotted overseas escape in notebook’

Jonathan Shapiro and Max Mason

Bill Papas, the man allegedly behind a
$400 million bank fraud, plotted an
overseas escape three years before he
boarded a plane to Greece in late June
2021 as lender Westpac confronted him
about financing arrangements, the
Federal Court has heard.

The revelation was made by lawyers
for Westpac in its opening submission,
as the bank, with two other inter-
national lenders, pursue Mr Papas and
others individuals and entities over hun-
dreds of millions of dollars of losses.

A diagram found in a notebook seized
during a raid of Mr Papas’ property
appeared to illustrate a detailed plan
and most likely was written before April
2018, lawyers for Westpac argued.

The steps made reference to “fraudu-
lent transactions” and another “over-
seas escape’, which Westpac’'s

barrister, Jeremy Stoljar, SC, described
as a “rather telling entry”.

“That is well in advance of what in
fact occurred in 2021, three years later,”
he told the court yesterday.

“It’s as if the detail of what was being
thought through had been planned
meticulously.”

Mr Papas boarded a plane headed
for Greece in late June 2021 and has yet
to return to Australia despite initially
saying he would do so.

He left the country after Westpac
began to suspect that contracts presen-
ted by his company Forum Finance as
part of financing arrangements may
have been fraudulent.

Westpac, SMBC and Societe Generale
have pursued Forum, claiming they had
been defrauded of $400 million.

The notebook diagram also listed
further steps such as “reputation cred-
ibility” and a further step to “tell Vince

—

Bill Papas bought his second Wagstaffe
holiday home for $5.8 million in 2019.

everything”, an apparent reference to
Papas’ business associate Vincenzo
Tesoriero.

“We'll certainly be respectfully sub-
mitting in due course that that sup-
ports the inference that in fact
occurred, and then Vince was told

everything,” Mr Stoljar told the court.

Mr Tesoriero was a joint shareholder
in Forum Group Financial Services, an
entity that has been described as “the
main vehicle through which the fraud
was perpetrated”.

Mr Tesoriero has denied knowledge
of the scheme and is a respondent to
the proceedings in the trial, which has
been scheduled for three weeks before
judge Elizabeth Cheeseman.

Yesterday, Mr Stoljar detailed how
the fraud worked and why it went
undetected for several years. Westpac
and other lenders advanced funds to
Forum via a broker, in the belief it was
financing equipment in the possession
of blue-chip customers such as Coles,
Scentre, Veolia and WesTrac.

But the documents, Mr Stoljar said,
were fraudulent.

Forum was “left with simply a large
sum of money paid to it by Westpac

which it could then do with as it sees fit”.

“As soon as the funds were deposited
by Westpac into Forum Finance’s
account, they moved across to FGFS and
from there they moved out to other
entities,” he said.

The court heard how the proceeds of
the funds provided were spent on holi-
day homes in Wagstaffe on the NSW
Central Coast, expensive sports cars,
luxury yachts and horses.

“It is simply inconceivable that an
office supply company is earning the
sort of money that would be required to
be buying multiple Porsches,
Lamborghinis, racehorses and all the
rest of it,” Mr Stoljar said.

“It was all just too good to be true, and
it was plainly obvious to any reasonable
person in the position of some of these
principals that there was something
very wrong going on.”

The hearing continues.
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ANZ back to the
bargaining table
after seven years

David Marin-Guzman
Workplace correspondent

ANZ has restarted collective bargain-
ing over pay for the first time in seven
years, joining a wave of major employ-
ers reviving dormant union agree-
ments after Labor’s industrial relations
overhaul.

The bank reversed its long-time
opposition to a new deal with the Fin-
ance Sector Union covering more than
20,000 staff just days after the federal
government’s Secure Jobs, Better Pay
laws were passed and is set to meet the
union later this month. The change of
heart follows Coles’ returning to the
bargaining table last month, three
years after exiting enterprise bargain-
ing for its 100,000 retail staff.

FSU national secretary Julia
Angrisano said ANZ’s return was a
“huge win” and that the union had
been holding “constructive discus-
sions” with ANZ. “The IR bill is a signi-
ficant step towards fixing our broken
bargaining system and will provide
thousands of finance workers with
greater access to bargaining,” she said.

“We believe this legislation was the
catalyst for ANZ seeking to negotiate
with our members once again over
wages and conditions.”

ANZ declined to comment. The
bank’s last FSU agreement was negoti-
ated in 2015 and expired in 2017.

The FSU last year threatened to seek
a sector-wide deal to cover ANZ and
Commonwealth Bank if they further
shunned enterprise bargaining by
using the proposed multi-employer
bargaining laws under the Secure Jobs,
Better Pay bill.

The bill, which passed parliament on
December 2, allows for multi-employer
bargaining and introduces union
powers to restart negotiations when
employers have agreements that
expired in the past five years.

The laws received royal assent on
December 6. ANZ met the FSU to dis-
cuss renegotiating its agreement on
December 8.

Workplace Relations Minister Tony
Burke said ANZ was one of many

employers bargaining again after years
of expired agreements.

“There’s a series of big employers
that didn’t want to be part of multi-
employer bargaining and, therefore,
are now negotiating [single enterprise
agreements| again,” he told the ABC
yesterday.

“Had the legislation not gone
through that wouldn't be happening
right now. It is. We said we’d get people
back to the table again, and it's happen-
ing.”

The FSU has been pursuing wage
claims of 6 per cent a year among the
big four banks and has also flagged
employee protections and flexibility
around working from home, including
aright to disconnect from work.

The union had requested ANZ bar-
gain soon after the election mid-last
year. However, the bank, which has
been granting pay rises through direct
agreements with staff, said at the time
its preference was to set up a “consulta-
tion framework” on increases.

“We have indicated to the FSU that
due to a new payroll system upgrade,
our preference is not to renegotiate an
EBA this year,” a spokesman said in
July.

The union argued any ANZ decisions
on pay or conditions outside of bar-
gaining process were the bank’s unilat-
eral decisions.

“The fact that it has taken seven
years for these corporations to engage
with the FSU is shameful. However, we
are committed to bargaining in good
faith and winning leading wages and
conditions for our members,” Ms
Angrisano said.

The Australian Financial Review
reported last week that unions were
reporting a shift in employer attitudes
since the December bargaining laws
and that many were reviving dormant
“dead” agreements, including compan-
ies in the resources sector such as BP.

Collective agreements, once seen as
the key driver of wage growth, have
been in a long-term decline for the past
decade and at the end of September
employee coverage had fallen to less
than 11 per cent of the private sector.
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Somewhere over the rainbow | Beachgoers pictured on the rainbow walkway at Coogee
Beach. The colourful walkway is one of the highlight inclusive features for World Pride,
which is being hosted in Sydney from February 17 to March 5. pHoto: GeTTY

Big energy users back code to fix gas market

Mark Ludlow

Big energy users have backed the
Albanese government’s proposal for a
mandatory code of conduct for gas pro-
ducers, saying critics of the interven-
tion had no idea how “dysfunctional”
the east coast gas market had become.

While Treasurer Jim Chalmers said
the price caps had started to take the
edge off electricity price increases in
2023, the Energy Users Association of
Australia said many companies and
manufacturers were still struggling
with high gas prices.

EUAA chief executive Andrew
Richards said the code of conduct was
needed alongside other government
policies, including the Australian
Domestic Gas Security Mechanism, the
Heads of Agreement with gas produ-
cers and the corporate regulator’s price
monitoring reports, to tackle the lack of
competition in the gas sector.

“We support the government’s
approach with the code because it will
limit the potential for distortion and
provide overall net benefits to the econ-
omy,” Mr Richards said in the associ-

ation’s submission to Treasury.

“Continuation of the current situ-
ation is untenable because it will lead to
considerable dislocation in manufac-
turing industry which will have signi-
ficant flow-on impacts on employment
and consumer prices.”

Gas producers have said uncertainty
over the code of conduct, where
breaches can incur penalties of
$50 million, had left them unable to
offer contracts with the market coming
to avirtual standstill.

There are also heightened tensions
over the proposed inclusion of “reason-
able pricing” rules for the sale of gas in
the wholesale east coast market.

The code of conduct will kick in after
the $12-a-gigajoule price cap lapses
after 12 months later this year.

Mr Richards said the gas industry’s
call for more supply as the solution to
put downward pressure on prices was
a “rather simplistic solution to a com-
plex problem”.

“Long-term state restrictions on
exploration and the development of
new fields will not change in the
future,” he said. “Santos continues to

face hurdles in developing the Narrabri
project that is dedicated to local supply
at the same time as reserves in Victoria
are depleting.”

Mr Richards said the recent Austra-
lian Competition and Consumer Com-
mission report had highlighted the big
jump in price offers for 2023 — up from
$9.20 a gigajoule in 2021 to $30 a giga-
joule late last year.

He said some EUAA members had
been offered supply this year at above
$60 a gigajoule. “These prices had no
relation to producers’ cost of produc-
tion,” he said.

He said the association had worked
with the former Coalition government
on a voluntary code of conduct with the
gas industry, but any new mechanism
had to be mandatory.

The big energy users want the code
fast-tracked as soon as possible to
allow them to start contracting gas for
2024 and beyond by the mid-year.

The EUAA said in the future it would
like gas retailers and any LNG import
terminals to be included in the mandat-
ory code to ensure producers act in
good faith.

Coalition demands Labor adopt controversial advice plan

Aleks Vickovich
Wealth editor

The federal opposition says it is pre-
pared to back Michelle Levy’s contro-
versial plan to deregulate the financial
advice sector and called on the govern-
ment to release her review’s final
report and implement it in full.

Ms Levy handed a copy of the Quality
of Advice Review’s final report to
Assistant Treasurer Stephen Jones in
December, but it has yet to be released
publicly.

Some industry stakeholders had
expected to see it before parliament
resumed yesterday.

Coalition financial services spokes-
man Stuart Robert said 50 days was
more than enough for the relevant
minister to get across the report’s find-
ings — particularly given Ms Levy had
said she had made relatively minor
adjustments to the proposals in her
draft report in August, extracts of
which were first published by The Aus-

tralian Financial Review.
AFRGA1 A008

“The report should be released right
now and the government should adopt
every single one of the proposals [the
chairwoman] is recommending,” Mr
Robert said yesterday.

“The opposition will support the gov-
ernment on a very fast passage through
the house and legislative changes.
There is enormous support across
industry [for the review's draft
proposals].”

The review’s 12 draft proposals —
which included removing Labor’s land-
mark duty for advisers to act in the best
interests of clients (and associated
paperwork) for some forms of advice —
were backed by the Financial Services
Council, financial adviser bodies and a
handful of big industry superannu-
ation funds.

But consumer groups and financial
counsellors, along with some corners
of the splintered financial advice sec-
tor, lashed the proposal to scrap the
best interests duty and “make it easier”
for banks, super funds or insurers to
give simple or scaled forms of advice.

Stuart Robert says the financial advice
sector has “professionalised”. PHOTO:
ALEX ELLINGHAUSEN

Asked to comment on criticism that
the draft report would return the finan-
cial services industry to the “bad old
days”, Mr Robert — who sat on the par-
liamentary committee that led to
Labor’s financial advice reforms in
2012 - said the consumer groups were
“dead wrong”.

“The industry has professionalised
itself extensively [since 2012],” Mr
Robert said. “It's now time to lessen the
regulatory burden and widen the capa-
city for support to Australians.

“The government is being held host-
age by consumer groups now, who,
frankly, if theyre saying ‘no change’,
are advocating for the wealthy -
because they’re the only ones who can
afford advice.”

The number of people getting advice
has plummeted from 3 million to just
1.8 million since 2007, despite popula-
tion growth in that time, according to
researcher Investment Trends. Median
fees have risen about 40 per cent since
the Hayne royal commission in 2018.

However, Mr Robert agreed with
consumer groups that the big retail
banks and superannuation funds
should not provide “full-throttle” finan-
cial planning services, given the
damning findings of the Hayne inquiry.

He said the Coalition would not sup-
port or “allow” a total expansion of the
advice provided to consumers by these

institutions, but that Ms Levy’s draft
proposals would merely “clear up”
some grey areas of the law and allow
them to more effectively help custom-
ers of the institutions’ existing banking
and retirement products.

Consumer groups Choice and Super
Consumers Australia declined to com-
ment before the final report’s release.

Mr Robert said it would not be
appropriate for the government to
announce another round of public con-
sultation after the report’s release.

“They’ve had 12 months, it’s been the
most extensive consultation, there’s no
excuse to kick it around,” said Mr
Robert. “With the banking royal com-
mission, we released our response on
Monday, and we got the report on Fri-
day, so we did it over a weekend.”

A coalition of 13 industry bodies rep-
resenting investors, wealth managers,
accountants and stockbrokers calling
itself the Joint Associations Working
Group wrote to Mr Jones last week call-
ing for “urgent action” to boost con-
sumer access to advice.
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Australia floats
spy balloon
fear with China

Andrew Tillett

Diplomats have raised the Albanese
government's concerns with Chinese
counterparts over the spy balloon that
flew over the US, as former military
chiefs said they expected Australia
would also shoot down a Chinese spy
balloon if Beijing tried the same tactic.

Foreign Minister Penny Wong indic-
ated the government would “protect
our sovereignty”, as the presence of the
balloon over the continental US and its
downing by an American fighter jet
sparked fresh tensions between Beijing
and Washington.

Defence Minister Richard Marles
and former defence officials said they
had no knowledge of Chinese balloons
ever flying over Australia, although
such issues were closely monitored.

The Australian Financial Review
understands Australian officials aired
their concerns in Beijing on Sunday
and Canberra yesterday.

Although Senator Wong said the bal-
loon’s mission breached international
law, it was important that competition
between the US and China did not
escalate, and the incident would not
derail Australian efforts to stabilise the

bilateral relationship with Beijing. A
virtual meeting between Trade Minis-
ter Don Farrell and his Chinese coun-
terpart went ahead yesterday
afternoon but failed to produce an
immediate breakthrough over Beijing’s
trade sanctions against $20 billion of
Australian exports.

China said it raised concerns during
the meeting about security inspections
on Chinese companies investing and
operating in Australia.

“The Chinese side is highly con-
cerned about Australia’s tightening of
security inspections on Chinese com-
panies investing and operating in Aus-
tralia, and hopes that the Australian
side will properly handle relevant cases
and provide Chinese companies with a
fair, open, and non-discriminatory
business environment,” China’s Com-
merce Ministry said in a statement.

Senator Farrell accepted an invita-
tion to visit Beijing and said he and
Commerce Minister Wang Wentao
had agreed to “enhance dialogue . . . as
a pathway towards the timely and full
resumption of trade”.

“Our discussion covered a range of
trade and investment issues, including
the need for resumption of unimpeded

Trade Minister Don Farrell speaks to China's Minister of Commerce, Wang Wentao, yesterday. PHOTO: AAP

Highly concerned
about Australia’s
tightening of security
inspections.

China’'s Commerce Ministry

trade for Australian exporters, so that
Chinese consumers can continue to
benefit from high-quality Australian
products,” Senator Farrell said.

“We agreed to explore further oppor-
tunities for co-operation on a wider
range of issues, including climate
change and support for business deleg-
ations to further strengthen links
between our countries.”

In his opening remarks, Mr Wang

dashed expectations of a speedy end to
the trade impasse, saying the meeting —
the first at ministerial level since 2019
after China ended its freeze on high-
level dialogue — was aimed at building
trust.

Senator Wong would not be drawn
on hypotheticals about whether Aus-
tralia would shoot down a Chinese bal-
loon, but said the government “will
always act to protect our sovereignty
and we’ll always encourage other
countries to act in accordance with
international law”.

Former Royal Australian Air Force
chief Leo Davies, who retired in 2019,
said he had never heard of a Chinese
balloon entering Australian airspace.

However, if one did appear, he said a
decision whether to shoot it down

News °

would depend on where it had been
and where it was tracking.

Mr Davies said Australia’s relative
sparseness compared with the US
meant the military had more latitude to
shoot a balloon down. “If it was reason-
able to assume it was tracking towards
some military or industrial facility that
didn’t need to be overflown, then shoot
itdown,” he said.

University of Melbourne atmo-
spheric chemist, associate professor
Robyn Schofield, said it would be
impossible for a Chinese balloon
launched in China to reach Australia.
“You can’t launch something in the
northern hemisphere and have it come
to the southern hemisphere,” she said.
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No end near to consultant spending

Tom Burton
Government editor

Federal government plans to build an
in-house consulting model to cut the
high cost of advice and rebuild public
sector skills hit a setback, after the UK
closed its in-house service last week.

Crown Consulting was the model
being used by the Australian govern-
ment to develop its in-house program.
Closure of the UK hub comes as the
Australian National Audit Office on
Friday released details of tender con-
tracts in the past nine years.

Contracts marked with a “con-
sultancy tag” had increased to $888
million in the financial year ended June
30 from $352 million in financial 2013.

However, many contracts are not
tagged “consultancy”, especially large
technology project contracts, leading to
an underreporting of consulting spend.
The Australian Financial Review last
year estimated the five largest consult-
ing firms secured a record $2 billion
worth of taxpayer-funded work in fin-
ancial year 2022.

Started in May 2021, the UK’s Crown
Consulting closed quietly on January 31
amid reports that agencies were not
using the service. The minister who
had promoted taking consulting in-
house, Theodore Agnew, resigned
early last year. Mr Agnew had said the
overuse of consultants “infantilises”
public servants.

Based in the UK Cabinet Office and
funded by all departments, the hub
provided senior officials and ministers
with an option to use internal public
service resources for complex and
time-bound projects.

It triaged consulting proposals and
published a consultancy playbook to
guide officials and record and reuse the
knowledge developed by or accessed
through consultancy assignments and
firms.
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The Labor Party in opposition had
pledged to make $3.1 billion in savings
by reducing the use of consultants and
contractors by federal agencies.

A spokeswoman for Finance and
Public Service Minister Katy Gallagher
said she was aware the UK government
had ceased its in-house consulting hub
“for a range of reasons”.

“Development of an in-house con-
sulting model for the Australian Public
Service is under way as part of a
broader strategy to build a stronger
public service while reducing reliance
on contractors and consultants,” the
spokeswoman said.

“The Australian model is being co-
designed with a broad range of stake-
holders and is subject to budget consid-
eration. In developing this model, we
are considering experiences from
other jurisdictions, including the UK,
and existing models within Australia.”

Senator Gallagher announced the
plan to reduce the dependency on con-
sultants last October and rebuild “core
capabilities and functions”.

“We know that there is deep expert-
ise across the Australian Public Service
for functions like this. Like data analyt-
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ics and evaluation, customer service
and event management, foreign policy,
geoscience, or curating priceless his-
torical collections,” she said.

“An in-house consulting model will
give public servants the opportunity to
develop expertise, further build rela-
tionships, collaborate with colleagues
and challenge themselves in new
ways.”

One of the criticisms of using con-
sultants has been that senior officials
shopped around for the advice that
they wanted to hear.

The robo-debt royal commission
heard that PwC was asked to complete
a damning interim report commis-
sioned by former human services min-
ister Alan Tudge.

A “visual presentation” was made to
Human Services Department execut-
ives but PwC never handed over a final
written report, despite being in the late
stages of drafting its findings.

Similarly, top-tier legal firm Clayton
Utz offered to tweak “catastrophic”
draft advice that the robo-debt scheme
was not lawful, but noted there was not
a lot of room to move. Instead, no final
advice was requested.

Feds, NSW to share driver’s
licence, Medicare credentials

Tom Burton

The first steps towards integrating state
and federal services around people’s
major life events have started, with
NSW and the Commonwealth agreeing
to share Medicare and digital driver’s
licence credentials in their respective
service apps.

It comes as the federal government
considers a recommendation from
David Thodey’s myGov review to estab-
lish five-year plans with the states to
integrate services around common life
events. These include the birth of a
child, death of aloved one, first employ-
ment and enrolment to vote.

Sharing federal Medicare credentials
in a digital wallet in the Service NSW
app will mean the card has been valid-
ated at source by Medicare, and NSW
residents can securely use the creden-
tial for 100-point identity checks.

As more people forgo physical wal-
lets, the digital card will also be more
convenient as a point-of-care creden-
tial. And as health providers increase
scanning options for scripts, imaging,
pathology and referrals, the virtual
card will better integrate data for
patients.

The Medicare card will also be able
to be linked with other discounts such
as state-based seniors cards.

Government Services Minister Bill
Shorten said the move would make it
easier to access digital government and
be taken up by other jurisdictions.

“The good news is, at least for Aus-
tralians who live in NSW, that theyll
have the federal and state government
talking to each other and that you'll be
able to access digital information and
ID a lot easier than it currently is,” he
said. “I hope that other states in the
Commonwealth take up the same
opportunities that NSW has.”

Mr Shorten confirmed the myGov
app would also support the NSW
digital driver’s licence, allowing it to be
used to prove identity, location and age.

The decision to share credentials
between the largest state and the Com-
monwealth was historic, said NSW
Minister for Customer Service Victor
Dominello.

“This is a really big step forward for
digital infrastructure in this country.
Two hundred years ago we put the rail-
way network down in this country,
about 100 years ago we put the energy
grid down,” Mr Dominello said.

“This century is about putting the
digital architecture to empower the
people of this great country.

“This partnership with the federal
government is a great first step.”

Medicare cards can be installed on
the federal myGov app next month and
on Service NSW in the third quarter of
the year. The NSW driver’s licence is
expected to go live by year’s end.

Mr Shorten said enabling state cre-
dentials on the myGov app would help
firms manage sensitive identity data
better, after identity data breaches at
Optus and Medibank led to large-scale
leakages.

“We want to take the pressure off
private organisations and the private
sector having to ask for a whole lot of
data from citizens,” he said. “I hope that
that building block will ... protect peo-
ple’s privacy, giving citizens control
over their data. And also take some
pressure off private companies.”

NSW Customer
Service Minister
Victor Dominello
and Government
Services Minister
Bill Shorten.
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Canberra’s

Analysis

Michael Smith

Tokyo | High hopes for an Australia-
China reset have been tempered just
weeks after Xi Jinping extended an
olive branch to both Canberra and
Washington.

The Pentagon’s decision to shoot
down an alleged Chinese spy balloon
highlights just how fragile the peace
being brokered between the world’s
two greatest powers is.

China’s sheer audacity sending a
surveillance balloon over sensitive US
military sites and the public nature of
the incident that was broadcast live all
weekend comes as the Democrats and
Republicans talk tough on China ahead
of nextyear’s presidential elections.

If US-China relations head downhill
again, it will be difficult for Australia to
avoid being caught up in the fallout. No
matter how keen Beijing is to mend ties
with the Albanese government, it still
views Australia as Washington’s
“deputy sheriff” in the region.

“Iam astonished at our willingness
to belulled back into this idea that
everything is fine with China because
we get friendly statements from the
MFA (Ministry of Foreign Affairs) for a
few months,” says Peter Jennings,
former chief of the Australian Strategic
Policy Institute (ASPI).

“Strategically nothing has changed
in terms of their military plans, [and]
broader objective for regional
domination,” he says.

Many of those in Australia’s business
community dealing with China do not
agree with Jennings. (Some, complain
when the media even quotes him).

Their focus is on Australia’s
important and economic trade ties
with China rather than unresolved
long-term security issues such as
Beijing's claims over Taiwan and its
growing influence in the Indo-Pacific.

Thelevel of optimism in the business
community about Chinaisnow at the
highestlevel it has been since the
Turnbull government started getting
tough with Beijing in around 2018. As

China reset may be up in the air

President Joe Biden ordered the US military to shoot down China's spy balloon last Wednesday, but waited until it had cleared the US land mass. PHOTO: AP

The Australian Financial Review
reported last week, dozens of
prominent chief executives will travel
to China in the next two months to
rebuild business ties.

China, too, is keen to win back
Australia’s trust. With Xi focused on
rebuilding the economy after three
years of lockdowns, he needs access to
Australia’sresources and an end to the
political bickering that did not do him
any favours on the international stage.

Analysts believe Beijing’s relatively

i measured response to the balloon

i downingis evidence that Xi does not

i wanttoreturn to the wolf warrior

: diplomacy path at such a sensitive time
i for hiseconomy. China’s Defence

i Ministry called itan “obvious over-

; reaction”.

So far, it has not directly affected

Australia-Chinarelations. Trade

; Minister Don Farrell met online with
i his Chinese counterpart, Wang

{ Wentao, as scheduled yesterday. The
first meeting of the country’s trade

i ministersin three years is significant
i given how frosty relations were less

i thanayearago. There are now high

i hopesrestrictions on Australian coal,
i seafood, beefand possibly other

i products will belifted.

Yang Tao, a Chinese Commerce

i Ministry official, last week tried to deny
i political sanctions on Australian

; exportswere ever in place. “The

i inspection and quarantine and trade

i remedy measures adopted by China

{ strictly abide by Chineselaws and

regulations and World Trade
Organisation rules. Itis obviously
inappropriate to misinterpret them as
restrictive measures,” he said.

Thisis not true, obviously.
Everything in Communist-ruled China
is political.

So, if the spy balloon incident
escalates into a broader falling out
between the United States and China
then it would not take much to put
Australia, and its exporters, back into
Xi's bad books.

Navy scours ocean for China’s balloon as US weighs retaliation

Daniel Flatley, Jenny Leonard
and Iain Marlow

Washington | The US sent divers to sal-
vage what they believe is spy equip-
ment from the Chinese balloon shot
down off South Carolina, as pressure
mounted on President Joe Biden to hit
back at Beijing with new export con-
trols on sensitive technology.

The government anticipated finding
equipment capable of taking detailed
photographs, along with other sensors,
one person familiar with the matter
said. US legislators were already
demanding to know if the balloon’s
payload contains technology from the
US or its allies, another person said.

Both asked not to be identified
because the administration does not
want to reveal exactly what it suspects
the balloon was carrying.

The balloon, said to be the size of at
least two school buses, and its sensors
are lying in 15 metres of water and
scattered over an 1l-kilometre area off
Myrtle Beach. Divers and cranes oper-
ating from the surface were expected to
haul it up in the coming days, poten-
tially giving intelligence analysts cru-
cial insight into Chinese spying
capabilities.

While China says the device was a
climate-research “airship” that strayed

off course, the US argues it was part of a
broader spying program by Beijing.
With that in mind, the Biden adminis-
tration was calibrating how severely
and swiftly to retaliate, people familiar
with the matter said.

In a sign of more tension to come, the
Chinese Foreign Ministry sharpened its
tone on Sunday (yesterday AEDT) after
an American F-22 fighter jet popped
the balloon with a Sidewinder missile
and sent its payload crashing into the
Atlantic Ocean. Beijing called the deci-
sion a “clear overreaction” and said it
reserved the right to respond.

“China will resolutely safeguard the
legitimate rights and interests of the
company concerned, and reserves the
right to make further responses if
necessary,” Chinese Vice Foreign Min-
ister Xie Feng said, according to a For-
eign Ministry statement. Mr Xie lodged
a formal diplomatic protest with the US
Embassy in Beijing.

Chinese stocks extended losses as the
episode stoked fears of economic retali-
ation yesterday, a day when investors
had been expecting a relatively positive
visit to Beijing by Secretary of State
Antony Blinken. “Both sides will likely
impose more export bans on techno-
logy in different industries,” Iris Pang,
chief economist for Greater China at
ING, wrote in a note.

Remains of the suspected spy balloon
fall into the ocean. PHOTO: REUTERS

While the balloon may be out of the
sky, the bizarre saga that surrounded it
is far from over. Mr Biden would
almost certainly make reference to the
episode in his State of the Union speech
on Tuesday (tomorrow AEDT),
another person familiar with the mat-
ter said.

One option would be to send Mr
Blinken to China with a much tougher
message than the one he had planned
to bring this week, before he postponed
the trip. People familiar with the mat-
ter said he did not want to risk the
public-relations disaster of landing in
Beijing while the balloon was still in the
air over US territory.

Now, the administration believes Mr
Blinken should reschedule his trip
soon. They argue for a much tougher
approach both on the balloon and evid-

ence the US has that officials say shows
Chinese companies have been quietly
supporting Russia’s war effort in
Ukraine.

The episode is already ratcheting up
pressure on the administration to push
even harder with its existing strategy of
trying to hobble China’s ability to
access high-tech semiconductors used
in sophisticated military applications,
as well as the valuable equipment used
to manufacture such chips.

And even if it does not spur specific
new measures, the embarrassingly
public act of alleged espionage has
made it more difficult for the US and
China to stabilise diplomatic ties over
thorny issues such as Taiwan, particu-
larly with the Biden administration
facing growing pressure from critics
and a Republican-controlled House of
Representatives.

The administration has already
faced fierce Republican criticism for
being weak on China and not shooting
down the balloon sooner. US officials
argued that it simply was not safe to
bring the balloon down over land when
it was carrying a large and heavy pay-
load. “Clearly this was an attempt by
China to gather information, to defeat
our command and control of our sens-
itive missile defence and nuclear
weapon sites,” said the chairman of the

House Intelligence Committee, Repub-
lican Mike Turner, among members of
Congress on the Sunday news shows.
“That certainly is an urgency that this
administration does not recognise.”

Balloons like the one blown apart
Saturday are not uncommon, but this
time the Chinese made a mistake by fly-
ing it low enough to be spotted by com-
mercial pilots and people on the
ground, according to one person famil-
iar with the matter.

Defence Secretary Lloyd Austin said
on Saturday the US military was able to
collect “valuable” intelligence by study-
ing the balloon, and that three other
Chinese surveillance balloons had
transited the US when Donald Trump
was president — a disclosure that Mr
Trump denied.

“China had too much respect for
‘TRUMP’ for this to have happened,
and it NEVER did,” Mr Trump wrote on
social media.

Starting in October, the Biden
administration rolled out tough export
controls against China that have cur-
tailed Beijing’s ability to access high-
end semiconductors, and the US has
only closed the vice more tightly since
— including signing up nations to the
effort such as the Netherlands and
Japan, whose firms manufacture some

of those chips. BLOOMBERG AND REUTERS
AFRGAT AO11
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Ukraine shakes
up top military
leadership

Marc Santora, Shashank Bengali
and Cassandra Vinograd

Kyiv | President Volodymyr Zelensky’s
political party said on Sunday (Monday
AEDT) that it would move to replace
Ukraine’s defence minister, as fierce
fighting raged in the east amid what
Ukrainian officials say is the beginning
of a new Russian offensive.

The fate of Defence Minister Oleksii
Reznikov has been the subject of
increasing speculation amid a growing
scandal about financial impropriety
within the ministry and an accompa-
nying government investigation into
corruption.

Davyd Arakhamia, the head of Mr
Zelensky’s Servant of the People party
in parliament, said Mr Reznikov would
be transferred to the leadership of
another ministry and Major General
Kyrylo Budanov, the current military
intelligence chief, would replace him.

Mr Reznikov has not been directly
implicated in any wrongdoing, and Mr
Arakhamia did not link the move to
concerns about the corruption scandal.
Mr Reznikov would become the
highest-ranking official in Mr Zelen-
sky’s government to be reassigned in
the nearly 12 months since Russia’s full-
scale invasion began.

There was no immediate comment
from Mr Zelensky. Mr Reznikov earlier
on Sunday had addressed reports that
he might be replaced by saying that
only one person — Mr Zelensky — can
decide if he stays.

“No official remains in office forever.
No one,” Mr Reznikov said during a
news conference. He added: “I will do
what the head of state suggests to me.”

The expected shake-up at the top of
Ukraine’s military  establishment
comes as Kyiv's troops are under
increasing pressure in the east, with
fighting particularly fierce around the
city of Bakhmut.

A Russian paramilitary leader said
Ukrainian forces there were defending
“every street, every house, every stair-
well”, as they waged an increasingly
desperate effort to deny Moscow its
first significant battlefield success in
months.

Yevgeny Prigozhin, the founder of
the Wagner private military company,
whose forces have helped lead Russia’s
brutal campaign in Bakhmut, said
Ukrainian troops were “fighting to the

last”, denying reports on social media
that Ukraine’s forces were withdraw-
ing from the key city in the eastern
Donetsk region.

“The Armed Forces of Ukraine are
not retreating anywhere,” Mr Prigoz-
hin said in a statement posted by one of
his companies on Telegram, the social
messaging app.

As Russia pours more troops into the
battle in eastern Ukraine, its Defence
Ministry claimed that “offensive opera-
tions” had helped its forces gain “more
advantageous lines and positions”
around Donetsk. But there were grow-
ing signs that the bitter fighting was
exacting an enormous toll on both sides.

Mr Reznikov told the news confer-
ence that 500 Russian soldiers were
being killed or wounded daily in their
drive to take Bakhmut. Ukraine’s losses
were significantly fewer, he said, with-
out offering details.

It was not possible to independently
verify either side’s account of the fight-
ing. But Mr Reznikov’s tally roughly
matched that of US officials, who believe
hundreds of Russian soldiers are being
killed or injured every day as the Krem-
lin rushes many more men - including
lightly trained new recruits and ex-
convicts - to the front line. Ukrainian
forces have at times suffered similar
losses in Bakhmut, US officials say.

Mr Reznikov acknowledged that the
intense fighting was taking a toll on
Ukrainian soldiers on the front line and
that keeping up morale after a year of
war was a “very serious challenge”.

Since last European summer, the
Kremlin’s forces have bombarded
Bakhmut, a city that Moscow sees as
critical to achieving Russian President
Vladimir Putin’s objective of capturing
all of Donbas, which includes Donetsk
and the neighbouring Luhansk region.
Ukraine has warned that Russia could
be starting a renewed offensive in the
eastas its troops seek to give Mr Putin a
victory to mark the anniversary of his
invasion, on February 24.

Mr Zelensky warned in his nightly
address on Sunday that Russia wanted
to do something “symbolic”, to “try to
avenge their last year’s defeats”.

After losing significant ground to
Ukrainian counterattacks last fall, Rus-
sia has escalated its campaign in the
east, bringing in more troops and
intensifying its artillery strikes.

THE NEW YORK TIMES
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Making history | Beyonce, 41, picked up four awards at the Grammys on Sunday
(Monday AEDT), breaking the record for the most career wins. The pop superstar
surpassed the 31 trophies collected by late classical conductor Georg Solti. proro: ap

Goldman man to be next Carlyle CEO

New York | Carlyle Group has chosen
former Goldman Sachs co-president
Harvey Schwartz as its next chief exec-
utive, the private equity firm’s latest
attempt to resolve a long-running suc-
cession challenge.

Washington-based Carlyle plans to
announce Mr Schwartz’s appointment
as soon as this week, according to peo-
ple familiar with the matter. Co-founder
Bill Conway, 73, has served as interim
CEO since Kewsong Lee resigned in
August after a power struggle.

Mr Schwartz, 58, will take the reins
of a firm that has grappled with man-
agement turnover. In recent years,
Carlyle pushed to expand in the busi-
ness of credit and beyond its buyout
roots in an attempt to recover ground it
had lost to bigger competitors.

The firm has struggled to convince
investors about its path to growth, and
its shares have underperformed rivals
Apollo Global Management and KKR
over the past year.

Members of Carlyle’s board, who had
been debating whether to tap an
external candidate or hire internally,
recently considered a shortlist including
credit head Mark Jenkins and private
equity investment chief Pete Clare.

In recent months, some directors
told associates that Carlyle would bene-
fit from hiring an outsider with a fresh
perspective, according to people famil-
iar with the matter.

With Mr Schwartz, Carlyle will gain
a Wall Street veteran best known as a
business operator. The board expects
him to bring a focus on financial met-
rics and embark on a review of budgets,
while continuing to build on the firm’s
push for new sources of revenue, the
people said.

Carlyle declined to comment. Calls to
Mr Schwartz were not returned.

He joined Goldman in 1997 as a vice
president in its J. Aron currency and
commodities trading unit, then run by
Lloyd Blankfein.

After the 2008 financial crisis, Mr
Schwartz steered the bank through
new regulations and cost cutting. He
advanced to become finance chief and
then co-president and co-chief operat-
ing officer, departing in 2018 after
David Solomon was chosen over him to
succeed Mr Blankfein as CEO.

Carlyle’s decision gives Mr Schwartz
atop perch in a corner of finance that is
increasingly challenging the domin-
ance of banks.

Goldman, meanwhile, is retrenching
and cutting costs after an ill-fated foray

into consumer banking and an
industry-wide slump in dealmaking.

Mr Solomon took a roughly 30 per
cent pay cut for last year.

Mr Schwartz is stepping in just as the
private equity industry too is confront-
ing challenging times. Rising interest
rates have put an end to an era of debt-
fuelled growth and crimped valuations.

Many firms have had to walk back
fundraising targets, with pension
funds, endowments and other institu-
tional investors overexposed to the
asset class. Carlyle’s fundraising for its
buyout fund is slower than expected.

Carlyle built its brand as a private
equity heavyweight as Mr Conway and
fellow founders David Rubenstein, 73,
and Daniel A. D’Aniello, 76, parlayed
their government connections into
deals, wealth and power. They collect-
ively own more than 25 per cent of the
stock and still wield significant influ-
ence in the boardroom and beyond.

The new CEO is likely to face ques-
tions about how he will maintain the
founders’ confidence while making his
own mark on the firm.

Repeated leadership changes have
eroded some of its clout. In choosing
Mr Schwartz, the board has signalled it
wants a chief best known for manage-
ment skills, sources said. BLOOMBERG

Australian-linked e-bike solution powers ahead in South-East Asia

Emma Connors
AFR correspondent

Singapore | What do two Dutchmen, an
Australian and a Brit living in Singa-
pore have in common? The answerisa
mix of banking, electrification, energy,
and motorcycle nous that the four co-
founders of MO Batteries hope will win
over fleet operators across South-East
Asia.

This week Singapore Post begins a
trial of electric motorbike-charging
technology developed by MO Batteries.
The start-up believes swappable batter-
ies — as opposed to recharging stations
- paired with data analytics are the best
solution for delivery businesses switch-
ing to electric vehicles.

MO has also worked with DHL to test
AFRGA1 A012

drive its system in Ho Chi Minh City
and is in discussions with Vietnam’s
Pizza 4Ps, among others.

MO co-founders include Tom
Streitberg, who worked alongside his
father, Eric, in ASX-listed oil and gas
play Buru Energy before moving to
Singapore a decade ago.

His MO partners include Olivier van
Hardenbroek, a banker by background,
Paul Booij, a scientist who was involved
with electrification of Singapore buses,
and Greg Willis, whose long experi-
ence at Harley-Davidson included
launching the Livewire electric model
into South-East Asia.

“I think everyone has a role to play in
the energy transition. The question is,
how can you use your expertise? With
my background in the energy business,

Tom Streitberg, Olivier van
Hardenbroek, Paul Booij and Greg Willis.

it makes sense to look at electrifica-
tion,” Mr Streitberg said.

Like the Taiwanese giant Gogoro
that dominates two-wheeler battery
swapping in Asia, MO has convinced
Singapore authorities its solution is
worth trying.

Unlike Nasdag-listed Gogoro, which
has raised more than $USLI billion
($1.6 billion), MO has been operating
on the electric equivalent of an oily rag
- using just $1 million in external fund-
ing to develop a solution tailored for
fleet operators.

By crunching data on a fleet’s routes
and deliveries across a particular
region, MO sells a service as much as
an EV solution, looking beyond electri-
fication to cost efficiencies and emis-
sions caused through battery
production and other processes.

A fleet operator could end up using
fewer e-bikes than petrol-powered
vehicles — while also doing its bit to
build out the MO charging infrastruc-
ture in the process, Mr Streitberg said.

“Unlike providers who just sell elec-

tric vehicles, we're not focused solely
on unit sales. Electrification is great,
but it only deals with tailpipe emis-
sions. We're also thinking about how
many batteries were putting into the
system; tracing emissions through to
scope-two level.”

SingPost has pledged to make its fleet
all electric by 2026, a transition that
will involve between 300 and 400 two-
wheelers. MO is betting the city state’s
painstaking regulatory process will
help it win business elsewhere.

In Vietnam, DHL spent two months
putting MO e-bikes through their
paces. The company is still evaluating
the results but reports the feedback
from couriers was positive.

In Asia Pacific, DHL'’s target is 1000
electric vehicles by 2024.
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East Timor in
fresh play for
Sunrise plant
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Kavonic said the “economic realities”
were still stacked against building the
onshore Sunrise gas processing plant
on East Timor.

“There is a lot of geopolitical pres-
sure to see a Sunrise ‘Lazarus’,” and
Woodside would like to find a way to
make the project work, but the harsh
economicrealities of a development via
Timor haven't changed, and are
unlikely to change after yet another

The ease of securing approvals for gas
projects in East Timor compared with
the escalating difficulties in Australia
should help persuade Woodside
Energy’s Sunrise venture to build a
multibillion-dollar gas-processing
plant there, the head of the nation’s pet-
roleum company says.

The comments from Timor Gap
president Antonio de Sousa came as
Woodside and its partners in the Sun-
rise field in the Timor Sea committed to
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Newmont takes a bite, mid-caps wait for the crumbs

Peter Ker

Big deals trigger further deals, soyou
can understand why Australia’s mid-
cap gold miners were salivating at
yesterday’s news that the industry’s
apex predator Newmont Corporation
was hot on the tail of the biggest fish in
thelocal pond.

Some of the biggest names in the ASX

listed gold sector have built their
companies by gobbling up the crumbs
that spill free every time the likes of
Newmont and Canadian giant Barrick
Golddoadeal.

The prime examples are Northern
Star and Evolution Mining; two
companies that rose from micro-caps
to be globally regarded mid-tier gold
producers over the past decade by

! buying the mines that Barrick and

: Newmontdiscarded every time they

i found a shiny new toy.

i Should Newmontsucceed in

: devouring Newcrest, it will no doubt

i want to own and expand the Cadia

i mine in NSW.Itwill probably like the
i mixofimmediate cashflow and future
i potentialat PNG’s Lihir and will want
i thelong-term optionality offered by

i Canada’s Red Chris and PNG's Wafi-
Golpu.

Butitis harder to see Newmont
having the patience for the more
marginal Telfer mine in WA, even
i though the discovery of the Havieron
i goldand copper deposit nearby has
: revived its fortunes.

i  Anauction for Telfer would attract
i plenty of attention, not least from

: mining billionaire Andrew Forrest,

i whohas personally invested in the

Evolution Mining boss Jake Klein. PHOTO:
i LOUIE DOUVIS

small explorer that found Havieron in
§ Telfer's hinterland -Greatland Gold.

Newcrest's stake in Ecuadorian

i explorer SolGold was worth about
i $84 million yesterday, and while it
i shapesasagood long-term prospect, a
i splitin the share register is frustrating
: Newcrestand fellow shareholder BHP.

The owner of the tenements that

Kl

! surround SolGold, Gina Rinehart,
: would not doubt be interested if
i Newcrest’s stake came on the market.

Fiji’s Namosi project has sat on

Newcrest’s books for more thana
i decade withlittle progress. Itis also too
i small for Newmontand would swiftly

i i becastaside to the pilot fish.

ButBarrenjoey’s Dan Morgan made

the pointyesterday that non-core assets
i could also be squeezed out of Newcrest
i under a scenario where Peter Tomsett’s
board chose to reject the Newmont bid.

“To defend a potential takeover, the

i Newcrest board may release additional
i information to the market on key

i projects such as Havieron, Red Chris

i and Golpu,” he said, in reference to

i three of Newcrest's pre-revenue growth
i options.

“Non core assets might be considered

i for sale, such as Telfer-Havieron ... or

Newcrest's 32 per cent stake in Lundin
Gold.” Mr Morgan said Newcrest's
stake in Lundin could be worth $1.2
billion while its stakes in the province
around Telfer and Havieron could fetch
$1.9 billion. Selling them and buying
back Newcrest shares could help keep
Newmontat bay, or atleast raise the
offer price.

Sodeal or no deal, Newcrest's non-
core assets are likely in play.

Years after it sold them the Superpit
and Red Lake respectively, it's only
fitting that once again it is Newmont
carving a path for Northern Star and
Evolution to finally reach the top of the
ASX gold ranks.

» Equities Newcrest up on Newmont bid;

ASX falls 0.3pc p28
» Chanticleer CEO woes behind $24b

Newmont bid p40
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Newmont, Barrick or break-up?
Newcrest Mining show on road

The ambulance chasing isin full force
in Australian investment banking
teams, who have no choice butto try to
drum up a competing bid for Newcrest
Mining.

At $24.5 billion, with a receptive
shareregister, a difficult CEO
succession story and one of the last big
gold consolidation deals, Newcrest
Mining looks ripe for the taking. The
question is to whom, and how much
they will have to pay.

Barrick Gold will be first call on every :
banker’s list. The big Canadian gold
group has been sniffing around
Newcrest for years, there’s significant
geographic overlap in the two
companies’ assets, it wants gold in its
homeland (which Newcrest has) and it
has strong enough scrip to make a deal
work.

Bankers’ only fear is that Barrick
CEO Mark Bristow has talked alot

i about M&A in his four yearsin charge,
i buthasn’t pulled the trigger. There’s

i doubtin their heads aboutwhether

: he’swilling to pay up ina contested

¢ situation.

Fellow Canadian Agnico Eagle Mines

: wasthe other one on analysts’ and
¢ mining CEOs’ lips, although its plate’s
: pretty full with other deals offshore.

Bankers are sure to go beyond the

i gold set. Inside Newcrest Mining
: there’sa copper business that’s about

as bigas OZ Minerals (on a production

§ basis) now, and could easily double in
size in coming years.

Copper’s hot with BHP (which is set

¢ tooutlay close to $10 billion to buy OZ
i Minerals) and Rio Tinto, neither of

i who'slikely to want to be producing 2
: million tonnes of gold a year but may
i beinterested in a Newcrestasset or

i two. A similar case could be mounted
i for Glencore or Anglo American.

You could argue Newcrest, like Teck

i in Canada, could be worth more splitup
i than under the one roof. No one wants

: TecK’s coking coal assets but they would
i loveits copper, whileit's hard toseea

i BHP or Riolining up for Newcrest’s

i Lihir gold mine in Papua New Guinea.

So bankers will be thinking abouta

i break-up between gold players who
¢ reallywant Newcrest's gold, and

i copper players who could get the

: heavier copper assets.

Abreak-up would obviously bea

{ much more complex deal than selling
¢ to Newmont for scrip, but with

i Newmontalready spoken for it could
i bethe only other way to skin the cat

i and come outon top.

The only banks not chasing will be

i JPMorgan and Gresham (Newcrest's
: advisers) and Bank of America,

¢ Centerview Partnersand Lazard

i (representing Newmont).

JPMorgan
wins day one
battle; long
way to go

Newmont Corporation’s $24.5 billion
bid for Newcrest Mining has sparked
another mini battle - for supremacy
among hedge fund trading desks.

All the desks were quick torun the
ruler over Newmont’s bid after Street
Talk broke news of the talks, telling
M&A arbitrage players that it was
overdue and sound from a strategic
point of view.

“NCM has been a takeover target for
decades and we finally have an
indicative proposal,” Credit Suisse’s
Sujit Dey, the best known hedge funds
sales trader in the country, told clients.
“There were only ever going to be two
potential bidders for it though. Agnico,
Barrickand Newmont are the only

players with alarge enough market cap

but Agnico recently did a major deal.
“So the question is whether Barrick

competes against Newmontor not.”
Dey told his charges there was a

“reasonable chance” Barrick would get

involved.

UBS’ desk said Barrick was best
placed to unlock value from Newcrest’s
much talked about PNG assets, which
account for about 20 per cent of its
valuation. It said the big Canadian had
a history of working with governments
from Africa to Pakistan, and would be
keen on Newcrest’s copper angle.

Canaccord told clients Agnico was
likely too busy digesting Kirkland and
buying a half-stake in Malartic (in
Canada)—-and wouldn’t be too keen on
entering PNG.

Goldman Sachs’ desk said it was
hard to see Newmont lifting its bid
more than another 5 per cent, given it
had already increased its scrip ratio
from 0.363t0 0.38.

Bulking up

Global gold production, 2023 (koz'000s) Global gold EV/EBITDA, 2023

Newmont_ Zhaojin Mining Industry [

ANZ revs up brokers for
$970m capital notes deal

ANZ Group has its band of investment
banks and brokers back together for
another trip to capital markets, this
time chasing $970 million via the sale
of hybrid securities.

The deal, slated to launch as early as
this week, will replace ANZ Capital
Notes 3, which were sold ata 3.6 per
centmargin in February 2015 and
raised the bank $850 million. It's
expected to be worth $970 million,
with the ability to raise more or less
based on investor demand.

their networks to bid. The bank itself
flagged the upcoming issue at the end of
last week, saying it had appointed nine
jointlead managers and a pair of co-
managers to get retail punters ready.
While the big syndicate means ANZ
will need little additional help selling
the securities, those outside the tent
reckon it’s likely to be hot given the
dearth of other new hybrids due in the

i marketin the coming six months.

i ANZ's ANZPF securities (the Capital

i Notes 3) are the only big bank ASX-

: listed hybrid due to mature in the near
i term-whichis the bestleading

¢ indicator for deals in the pipeline.

The big banks are the busiest ASX-

¢ listed hybrid issuers, and tend to base
¢ their new deals around maturities of
i existing notes. True to form, ANZ’s

: upcoming notes willinclude a

: reinvestment offer for owners of the

i old ANZPFs.

ANZ's brokers have started preparing :
i owndesk, rivals Commonwealth Bank
i of Australiaand Westpac, E&P

i Corporate Advisory, Morgan Stanley,

i Morgans, Ord Minnett, Shaw and

: Partners and UBS. The co-leads are Bell
: Potter and Crestone.

ANZ’s syndicate includes the bank’s

The last time ANZ went to market

: with a capital notes deal was February
i 2022, when it picked up $1.28 billion at
i 2.7 per centabove swaps.

KKR calls on wealthy Aussies

It's KKR’s turn to try to woo Australia’s
rich.

: American PE rival Hamilton Lane and
i Swiss Partners Group, both of which

Barrick Capricorn Metals Street Talk spotted the American i have deep connections in the Aussie
Agnico Eagle Alamos private markets giant rolling out : HNW land. However, KKR’s pitch was
AngloGold Ashanti Zijin Mining London-based private equityco-CEO  : understood be centred around a direct
Gold Fields Newmont | Tim Franks in Sydney yesterday, i exposure from via a single fee layer and
Zijin Mining Pan American Silver showing HNW-types and their : acleanstructure.
Newcrest Agnico Eagle gatekeepers anew privateequityfund. : KKRwasunderstood to have hired
Kinross Gold Northern Star The KKR private equity fund (or i Sydney’s Channel Capital for K-PRIME’s
Northern Star : Barrick : K-PRIME) was pitched asaone-stop-  : Australian push; KKR’s Australian head
Harmony : Newcrest : shop toinvestacross KKR’s global i of clientand partner group Nic Hyde
Polymetal International : : Equinox Gold i private equity portfolio, including its : wasleading the charge, while Channel
Endeavour Mining jlllll : i Fresnillo I bread-and-butter buyoutcompanies  : had Andrew King frontand centre.
Pan American Si Iver 5 Lundin Gold _ I and newer, sexier growth plays. i Theduo teed up meetings with
B2Gold Yamana Gold i The investments would bewrapped : Morgan Stanley’s wealth unit for today,
Yamana Gold Evolution Mining i H F upinan evergreen fund structure, with : and were expected to do the rounds of
Evolution Mining SSR - no capital calls and monthly entries { major private banks and financial
IAMGOLD Red 5 e and exits for the HNW investors. ¢ planning firms to firm up cornerstone
Equinox Gold Gold Road Potential backers were told toexpect : interest, ahead of an April launch.
Fresmllo Kinross Gold afund thatwould, over time,investin  :  KKR’shitting the fundraising trail in
Endeavour Mining hundreds of deals across Asia Pacific, i Australia, while rival Blackstone takes
0ceanaGo|d AngloGold Ashanti Europe and North America, vettedby ~ : its new green private credit fund,
Perseus Gold Fields = F & KKR’s team of 280-plus PE investors. ~ : BGREENIII, for a spin around the town
Eorado H Eldorado fmmm @ : : The goal was to hit12 to15 per centa with Gresham’s fund-raising arm.
Zhaojin Mining Industry 1 St Barbara 5 B B year inreturns. :  Distressed debtjuggernaut Oaktree
NETTGE E OceanaGold It'san ambitious pitch, and would : Capital Management did a similar
Regis Resources E E Regis Resources E putKKRin direct competition withits : roadshowlatelastyear.
Centamin H Perseus |
Lundin Gold E ] B2Gold [
Centerra Gold i WestAfricanResources [JIF ¢ ¢ 1 G S 3 1 1
i =———= | Departures in GS special sits

“The bigger issue will be how NEM

holders react to this—and the impact

i thatwill have on the scrip ratio,”

i Goldman’sdesktold clients. “Asan

i extreme example, if NEM is down 10%
i onthebackofthe bid, then the terms

i implya price of $24.66 (only ~10%

i premium tolast),and thiswould bea

i lotharder for the board to recommend
i upon completion of the due-diligence

i period.”

If the battle was getting clients to

i trade, then JPMorgan was the clear
i winner on day one. [It was joint winner }
i ontheinvestment bankingside, called
! intodefend Newcrest alongside

: Gresham].

JPMorgan handled 25 per cent of

Newcrest shares traded yesterday

SOURCE: BARRENJOEY

! (worth $206 million) according to

i Bloombergdata, putting itahead of

i UBS (12.4pc), Credit Suisse (8.1pc) and
i Morgan Stanley (7.8pc).

Butthe trading desk battle hasalong

way torunyet.

Itlooks to Street Talk as though

hedge funds really were waiting to see

i how Newmont traded last night, before
{ gettinginvolved. Only19.5 million

i Newcrestshares worth about2 per

i centofthe shareregister changed

{ hands.

The obvious trade would be to go

i long Newcrestand short Newmont,
i and repay the short when Newmont
i settled the scrip-based deal. It's all

i abouttiming—and making sure

i Barrickdoesn’tblowitup.

Goldman Sachs has lost two senior
bankers from its private credit/special
situations unit, which writes cheques
for the spicier end of capital markets.
Street Talk can reveal long-time GS
banker David Gribble is retiring, while

Brendan Amesis leaving the American :
i team is Ames, who joined the firmasa

i graduate and worked closely with

i Gribble. Ames moved up to the coveted
i managing director title in November

i 2019.

bankas part of a sea change.

Gribble and Simon Rothery (whois
now the CEO) turned the special
situations unitinto an undercover
profitengine for Goldman Sachs
Australia, taking positions in
everything from property to loan
books. Itwas rebadged as Goldman
Sachs Asset Management about three
years ago.

Gribble joined the bank’s partner
ranks in 2018. More recently, he’s been
based out of Hong Kong and tasked

i with heading both Goldman Sachs’

i private credit division for Asia Pacific

i and itsasset management business in
: Australiaand New Zealand, while it

: madea tilt for investor dollars flowing
¢ intonon-vanilla asset classes.

Also leaving the special situations

The latest staff ructions are not the

¢ firsttime Street Talk’s spotted a stealth

: departure at the banking giant’s

i Australia office this year. Its equities co-
i head Ben Clifford recently left just prior
¢ tobonus season, although sources told

i this column he was expected to turn up
i onthebuy-side.
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Bain upgrades
Virgin valuation
ahead of IPO

Lucas Baird

Virgin Australia has issued its manage-
ment team nearly 2 million shares at
$2.10 a piece, as its private equity owner
Bain Capital quietly increases its
internal valuation of the rejuvenated
carrier ahead of a re-listing on the ASX.

The price of the share issuance on
Friday is more than double the value of
the equity that has previously been
extended to the management team and
is the first time the company has put an
updated figure on its shares since it
announced plans for an initial public
offering and posted record December
half revenue.

Virgin Australia turned over near
$2.5 billion in the six months to Decem-
ber 31, chief Jayne Hrdlicka told staff
last week, with earnings expected to
land around $125 million over that
period too.

“This is the first time in many years
that Virgin Australia has made a
profit,” Ms Hrdlicka said. “The results
reflect the progress we have made in
rebuilding the financial resilience that
is so important to Virgin Australia’s
long-term success, but also underscore
the fact that there is still more to do.”

Previously, shares in the manage-
ment equity plan were issued at $1 a
piece.

Bain Capital bought the airline out of
administration for $3.5 billion in 2020,
with equity stakes taken by Richard
Branson’s Virgin Group and Queens-
land government implying a market
value of $1 billion shortly after.

But the issuing of the new shares
shows the private equity firm is
upgrading its valuation of the airline
significantly, although their value

applies just to the management equity
plan class of security.

Virgin chief financial officer David Marr, Ex-Macquarie chairman Peter Warne and

The new shares were issued due to
several management changes.

Virgin chief financial officer David
Marr will move to the newly created
job of chief development officer to
focus specifically on the float, while for-
mer A2 Milk and Jetstar CFO Race
Strauss will replace him from March.

Ex-Macquarie  chairman Peter
Warne and former Goldman Sachs
managing director Pippa Downes have
joined the Virgin Australia board. Mr
Warne is seen as a frontrunner to be
chairman of the re-listed airline.

Both new directors will have to nav-
igate thorny conflict of interest issues at
superannuation funds where they are
also employed. Mr Warne is the chair-
man of UniSuper’s investment com-
mittee, while Ms Downes is a member
of AustralianSuper’s investment com-
mittee. They would recuse themselves
from any discussions about the airline
if these talks made it to their powerful
investment committees, though
a
recusal may be unnecessary if the deci-
sion whether to invest in the IPO is
finalised at lower levels.

Bain Capital fired the starter’s pistol
on the Virgin float process in January,
saying it would seek advice from
investment banks on an IPO and set-
ting up an internal team to work exclu-
sively on the float pitch.

It comes as the share price of main
rival Qantas is up 42.5 per cent to $6.50
in the past six months, as travel roars
back quicker than expected after
lockdowns largely ended.

Bain is expected to retain a major
stake in Virgin when it does list.

It took six years to re-float its last big
ASX venture, MYOB, in which it init
tiadly dleldly Bichetededbsmkevirathie
following four years.

former Goldman Sachs MD Pippa Downes . PHOTOS: EDWINA PICKLES, LOUIE DOUVIS
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Nick Scali Furniture chief executive Anthony Scali says buyers didn't hold back in January. PHOTO: LOUIE DOUVIS

Nick Scali boss says sofa buyers
aren’t just lounging around

Simon Evans

The chief executive of sofa and fur-
niture group Nick Scali Furniture said
January trading was stronger than the
company expected, despite investors
worrying that a downturn in consumer
spending was just around the corner.

Nick Scali shares closed 13 per cent
lower yesterday at $10.80, amid con-
cerns from analysts that spending on
big-ticket items would be curtailed.
The stock was trading at $7.10 in mid-
June but had recovered to $12.42 by
February 3.

Chief executive Anthony Scali said
yesterday that he was still cautious —as
the cumulative effects of interest rate
rises flowed through, and the Reserve
Bank looked likely to lift rates again this
week — but the year had started
strongly. “I'm just cautious in the sense
that it could come off,” he said.

But trading in the group’s stores was
surprisingly strong in January. “It was
pretty good,” Mr Scali said.

“It is surprising, because we are
highly discretionary.”

Citi analyst Sam Teeger said cus-
tomer orders in January for future
delivery of Nick Scali brand sofas were
down 12 per cent on the same time a
year ago, a sign of slowing demand.

But he said the business was per-
forming well on profit margins and
keeping costs down. He has a 12-month
price target of $15.83 on the stock.
Wilsons analyst John Hynd has a
12-month price target of $16.

The company yesterday reported an
80 per cent increase in net profit after
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Nick Scali

Half year 2023 2022
Revenue ($m) 283.9 180.3
Pretax profit ($m) 86.4 483
Net profit ($m) 60.6 336
Interim dividend 40¢ 35¢
Payable March 28

Uncomfortable

Nick Scali share price, daily ($)

10

8

2022 2023

SOURCE: BLOOMBERG

tax for the first half of 2022-23 to
$60.6 million, and a 57 per cent increase
in sales revenue to $284 million.

Shoppers returned to bricks-and-
mortar stores after the previous half-
year results were battered by COVID-19
restrictions and lockdowns, and dis-
rupted supply chains. The company
was forced to shut 55 per cent of its
retail stores between July and October
in 2021

Nick Scali lifted its first half dividend
to 40¢ a share from 35¢. The first half
results were also pushed along by the
Plush sofa chain acquisition in Novem-

ber 2021 for $101 million. It has extrac-
ted $20 million in synergies from the
Plush integration.

Mr Scali said the company wasn't
providing any profit guidance for the
second half because much would
depend on trading conditions from
February to April. With some econom-
ists tipping three more interest rate
increases by May, there was rising cau-
tion, but thus far consumers were still
spending on large discretionary items
such as sofas.

“I think that with the unemployment
rate so low, and with some wages
growth, they are still spending,” he said.

Mr Scali said even though there had
been a rapid rise in rates, they were still
at reasonable levels on historical aver-
ages, and so perhaps consumers had
taken higher borrowing costs in their
stride so far.

The company started dropping
prices on many items last month as
transport and supply chain costs began
to fall. Nick Scali sources almost half of
its products from Vietnam.

Mr Scali said shipping costs had
dropped markedly from about $US8000
($11,500) a container a year or so ago to
about $US800 now. He said inflation in
the supply chain meant the company
had lifted prices by up to 20 per cent
during the peak of disruptions, but it
had started to trim them back.

“You can’t be too greedy,” he added.

M Scali said customers were evenly
split on the choice between leather and
fabric sofas. “It’s about 50-50,” he said.
Blue was becoming more popular, but
grey was still a common choice.

Receivers call time as BNPL company Openpay closes

Ayesha de Kretser

The big banks are expected to tighten
the screws on lending to the buy now,
pay later sector after Openpay closed
for business and receivers were
appointed to determine who will get
paid back their money.

Openpay becomes the first ASX-
listed BNPL player to collapse.

Its shares last changed hands at 20¢
prior to suspension, after having hit
$4.70 in August 2020 at the height of
market hysteria over the sector.

Receivers from McGrathNicol have
put a stop to all new business as they
work out how to repay creditors.

Openpay had targeted higher-valued
transactions in segments such as home
improvement, automotive and health-

care. It lists merchants from a diverse
range of retailers including Bunnings
Home Improvements, Beaurepaires,
Repco, Bupa Dental, Berlei, National
Tiles and Kogan on its website.

The company’s demise sent peers
Zip and Sezzle lower in early trading
yesterday.

Investors are wondering if other
players in the sector can achieve profit-
ability in the higher interest rate envir-
onment.

Openpay entered a trading halt last
Wednesday admitting it was in talks
with financiers about its funding
arrangements.

On Friday, it said it had not received
“funding amounts sought under a util-
isation notice served under the com-
pany’s working capital facility with AH

Meydan Pty Ltd”.

Openpay director Yaniv Meydan
stepped down yesterday as the com-
pany said it had appointed McGrath-
Nicol to determine who would be paid.

In a statement to the ASX, the receiv-
ers said customers would need to keep
paying their invoices, while McGrath-
Nicol works “closely with Openpay’s
employees, merchants and customers
to urgently determine the appropriate
strategy for the business”.

The receivers did not say whether
merchants have been fully paid for
transactions over the Openpay plat-
form.

The buy now, pay later model works
by advancing payments to merchants
for a flat fee, while allowing customers
to pay in instalments over time.

In November, the company said it
had secured a $110 million receivables
facility from private credit firm GCI
Funds and Fortress Investment Group,
a US investment firm owned by Japan’s
Softbank.

In September last year, Softbank was
reported to have been selling Fortress
to an Abu Dhabi sovereign wealth fund
Mubadala Investment Company.

Openpay separately held a $10 mil-
lion working capital facility from AH
Meydan that in September last year
was extended until October, and a $30
million corporate debt facility from OP
Fiduciary Pty Ltd that was at the same
time extended until July this year.

“This shows the frailty of the fintech
model,” said Grant Halverson, chief
executive of payments consultancy

McLean Roche.

“You can’'t run these businesses
when interest rates go up.

“All these businesses run at a
cashflow loss, the only reason they've
been surviving - from Zip down —is by
burning investor cash.”

Openpay’s demise could trigger a
closer look from the big banks like
National Australia Bank, which cur-
rently funds warehouses for Zip and
other fintech lenders, Mr Halverson
said.

But while the banks are secured as
senior creditors, there is a much bigger
“risk for merchants and staff of getting
nothing given securitised lenders
almost equal the company — there’s
nothing left in the event of any col-
lapses,” he said.
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$24b Newcrest
bid ‘not enough’

Argo senior investment officer Andy
Foster said he had not formed a firm
view on the price offered by Newmont,
but added: “It doesn’t seem like a
massive control premium.”

Mines in North America, South
America, Africa and Australia have
made Newmont the world’s biggest
gold miner by both market capitalisa-
tion and gold volumes.

The Australian-born president of
Newmont, Tom Palmer, told a confer-
ence in June that more consolidation
would be needed to ensure gold miners
could manage the twin challenges of
rising sustainability standards and
orebodies that are harder to mine than
those exploited in the past. “We believe
a combination of Newmont and New-
crest presents a powerful value propos-
ition to our respective shareholders,
workforce and the communities in
which we operate,” he said yesterday.

“The proposed transaction would
join industry-leading portfolios of
assets and projects to create long-term
value across the combined global
business, and we welcome the
consideration of Newcrest's board of
directors.”

If the deal were formalised, it would
extend Newmont's scale advantage
over rival Barrick Gold and extend five
years of deal-making turbocharged by
competitive tensions between Barrick
and Newmont.

Newmont’s Boddington mine south
of Perth beat Newcrest’s Cadia mine in
NSW to the rank of Australia’s biggest
gold producer last financial year,
according to specialist gold con-
sultancy Surbiton Associates.

Newmont's Tanami mine in the
Northern Territory was third, but New-
crest’s Lihir mine in PNG would have
placed second if it were considered an
Australian asset, and in many years
Lihir produces more gold than all other
Australian mines.

Acquisition of Newcrest would also
give Newmont the marginal Telfer
mine in Western Australia, which is
being revived by discovery of the
Havieron gold deposit nearby and the
Wafi-Golpu growth option in PNG.

Newcrest said any deal with
Newmont would be likely to require
clearance from FIRB. The Australian
Competition and Consumer Commis-
sion said it was unable to comment on
“whether the proposed transaction is
likely to raise any competition con-
cerns at this early stage”.

Surbiton Associates director Sandra
Close said “overseas control” of the
Australian gold sector peaked at 70 per
cent in 2002 when Newmont acquired
Normandy Mining but was now closer

Gold rush

Australasia’s biggest gold mines
by gold volume produced, FY22
('000 ounces)

Boddington
(Newmont)

Lihir
(Newcrest)

Cadia
(Newcrest)

Tanami
(Newmont)

to 42 per cent. Dr Close, author of books
The Great Gold Renaissance and Aus-
tralia’s Greatest Gold Boom, said she
would prefer Newcrest to remain a
local company.

“If it happens I would be sad on the
basis that I would like to see a reason-
able Aussie presence,” she said. “I also
find it sad that Australian investors
don’t see the value in our local sector
that foreign investors do.”

Newcrest shares more than halved
between mid-2019 and mid-2022 as
gold prices fell, the company’s ageing
mines started to deliver declining gold
volumes and former chief executive
Sandeep Biswas used scrip to fund the
purchase of growth assets.

Mr Biswas ended his 8%-year stint as
chief executive in December. Former
Woodside chief financial officer Sherry
Duhe has been serving as the interim
CEO while Newcrest hunts for a per-
manent leader.

Though Mr Biswas left Newcrest
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packed with growth options, the com-
pany will need to spend billions to
develop them in the decade ahead, par-
ticularly at Canada’s Red Chris.

Barrenjoey analyst Dan Morgan
estimates Newcrest capital spending
on growth projects will total $US8.5 bil-
lion over the next five years. He fore-
casts the heavy spend on growth will
leave Newcrest with negative cash flow
of $US770 million over the next three
years combined.

He said the fact many of Newcrest’s
assets were not yet generating profits
was thereason it traded ata discount to
many Australian gold peers and a
break-up of the group’s assets might
make more sense.

RBC analyst Alex Barkley said the
deal value was “reasonable” and would
give Newcrest shareholders immediate
reward for a long-term business
strategy.

“It would allow NCM [Newcrest]
owners to somewhat sidestep near-
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term operational risks and the longer-
term risks from delivering multiple
technically complex projects,” he said,
referring to the looming growth spend
Newcrest faces.

Mr Mawhinney said the long-life
nature of Newcrest's portfolio was
undervalued by the market.

“Newcrest is a bit depressed for a
number of reasons, they have a care-
taker CEO and they are in this opera-
tional period with Lihir where they are
mining low-grade ore and the share
price has fallen together with those,” he
said.

“I think that is one of the reasons
Newmont has stepped in.

“We think it [Newcrest] is a poorly
understood company with great poten-
tial and very long-life assets, and it is
not something we would like to see
taken over for anything but a fair
price.”

Gold mines often produce copper as
a by-product and Mr Palmer has
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-

Newcrest's Cadia
mine in NSW,
above, was
beaten to the
rank of Australia’s
biggest gold
producer by
Newmont's
Boddington mine
south of Perth
last financial year.

spoken in the past two years of a desire
to grow Newmont's exposure to copper
in expectation that global demand will
exceed supply as the world decarbon-
ises and electrifies.

Newcrest has strong exposure to
copper; the Cadia mine in NSW would
be viable based on its copper produc-
tion alone, meaning its gold has a neg-
ative unit cost.

Newcrest's growth assets also have
significant exposure to copper, particu-
larly the long-stalled Wafi-Golpu pro-
ject.Red Chris in Canada and Ecuador’s
SolGold.

Mr Tomsett made a veiled reference
to Newmont's lust for copper at New-
crest’s annual shareholder meeting in
November.

“While the company’s peers race to
add future-focused minerals like cop-
per to their books, Newcrest has both a
meaningful exposure to copper today
and plans to grow copper production
in the years to come,” he said.
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Skyscrapers to data centres,
condos in office rethink

Jenny Wiggins

WSP Global is rethinking how cities are
built and designed as the Canadian
engineering group slashes its own
office space and converts skyscrapers
in big cities to data centres and condos,
global boss Alexandre L'Heureux says.

While the CBD will continue to exist
following the pandemic, Montreal-
headquartered WSP is being hired to
find new uses for office buildings, Mr
L'Heureux told The Australian Finan-
cial Review on his first visit to Australia
since the outbreak of COVID-19.

“Instead of tearing them down, what
owners are doing are repurposing,” he
said.

While commercial real estate had
been “quiet” in terms of new buildings,
WSP’s property division continues to
increase revenues, partially due to
demand from clients to make infra-
structure more sustainable, Mr
L’Heureux said.

WSP, which is listed on the Toronto
Stock Exchange, is also expanding rap-
idly through acquisitions, buying six
companies in 2021 including environ-
mental consulting group Golder. It
made eight more acquisitions in 2022,
including Wesfarmers  subsidiary
Greencap, which specialises in remedi-
ation services, and the John Wood
Group’s environment and infrastruc-
ture business.This year WSP closed its
purchase of local structural engineer-
ing group Enstruct.

The rapid acquisitions have enabled
the group to diversify away from its
previous core businesses — transporta-
tion/infrastructure and property/build-
ings — with its earth/environment
division now contributing almost a
quarter of group revenues. Its stock is
trading at around $C172 - close to all-
time highs.

Like many companies, WSP — which
employs around 67,000 people globally
including 7500 in Australia - is shrink-
ing its own offices, with the amount of
space used expected to drop by 20 per
cent over the next few years as people
continue to work flexible hours.

While Mr L'Heureux is amenable to
staff working three days per week in
the office, he wonders if quality of
design by all engineering companies
during the pandemic (when in-person
collaboration was limited) will hold up
over the long term. “The big question is,
are we going to have a lot of flaws in
[the industry’s] designs five, six, seven
years from now?”

But the structural changes in lifestyle
created by the pandemic could create
more jobs for WSP as governments pay
more attention to how suburbs con-
nect to city centres, Mr L'Heureux said.

“It’'s an incredible opportunity . . . to
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Global WSP boss Alexandre L'Heureux said the Montreal-based engineering group
sees plenty of work in redesigning cities. PHOTO: PETER RAE

rethink the way cities are being
designed. The gap between infrastruc-
ture needs and infrastructure spend is

widening every year.”
Future infrastructure needs include
hospitals, pharmaceutical facilities

such as testing laboratories, data
centres, defence bases and schools,
where Canada is starting to monitor
the quality of air breathed in by stu-
dents. “Before COVID nobody was talk-
ing about that ... but now it’s a big
thing,” he said.

WSP is also benefitting from strong
demand for sustainable buildings and
plans to halve the amount of carbon
associated with its designs by 2030,
such as by electrifying all the power for
Adelaide’s new Women’s and Chil-
dren’s Hospital, said Guy Templeton,
the chief executive of WSP’s Asia
Pacific business.

The Canadian group is retrofitting
existing buildings, including adding
more insulation and cutting back on
use of concrete in favour of more sus-
tainable materials like timber.

Tenants will pay more for sustain-
able buildings, Mr Templeton said, not-
ing that while civil infrastructure
projects had been slower than property
developments to shift to sustainable

materials, they are moving faster as
states commit to cutting emissions.

WSP is still taking on fixed-price con-
tracts, despite the collapses of some
companies—such as engineering group
Clough - squeezed by soaring costs.

“There’s just been a series of events
around contractors where cost escala-
tion on inputs on fixed price contracts
has manifested and the whole industry
is very aware of that,” Mr Templeton
said, adding that the pressures should
ease over time. “We often see construc-
tion contracts do well once you've
passed the peak because then they will
eventually be bidding at the higher
prices and may get some softening.”

Still, WSP is securing more “alliance-
style” contracts —which allow compan-
ies to share risks with project pro-
ponents—including in Canada, where it
is taking on its first alliance contract to
build Toronto’s Union Station.

Mr L'Heureux said he was con-
cerned about the global economic out-
look, noting international staff
turnover was declining, indicating
more workers want to stick with jobs
amid fears of a global recession. He is
keeping a particularly close eye on the
UK, although WSP hasn’t yet seen any
projects being delayed or cancelled.

MinRes hands Hancock
victory in Warrego fight

Angela Macdonald-Smith

A surprise move by Chris Ellison’s Min-
eral Resources to sell shares in War-
rego Energy into Hancock Energy’s
cash takeover offer just three weeks
after buying them at a higher price has
handed majority control of the in-
demand West Australian gas junior to
Gina Rinehart’'s Hancock Energy.

The decision by MinRes helped take
Hancock’s interest in Warrego to
50.54 per cent, marking a milestone in
the drawn-out $438 million takeover
battle for Warrego against the target’s
joint venture partner, Strike Energy.

MinRes, which provides mining ser-
vices to Hancock Prospecting, declared
in a filing to the Australian Securities
Exchange on January 17 that it had
acquired shares in Warrego on the
market in three tranches that worked
out at an average price of between
38.5¢ and 39.24¢ apiece.

It previously had bought a larger
tranche of shares at 35¢, taking the
average price across all the holding to
below 36¢.

Mineral Resources declined to com-
ment yesterday, and Hancock Energy
director Stuart Johnston said he had no
explanation for the company’s decision.

“There’s been no conversation,” Mr
Johnston told The Australian Financial
Review. “Before, during or after, I
haven’t spoken to anyone at MinRes.”

Credit Suisse energy analyst Saul
Kavonic said Strike now needed to
decide its next move, noting that if it
also sold into HancocK’s offer it would
realise about $110 million in cash. Or,
Strike could remain on the Warrego
register, “which may frustrate Han-
cock’s ability to take full control and
consolidate,” he told clients in a note.

Strike managing director Stuart
Nicholls said the company was consid-
ering its options, noting that Strike’s
offer remained open until February 13.

“Strike continues to see its offer as
the most superior proposal given it has
ongoing exposure to the highly coveted
assets of the North Perth Basin,” Mr

L “-r:‘r
Gina Rinehart's Hancock Energy wants

to use gas from the Perth Basin to
power mining operations. PHOTO: GETTY

Nicholls told the Financial Review.

“We do see our holding in Warrego
as strategic in nature, and we are
reviewing our available options at this
period of time.”

The increase in Hancock’s interest
above the 40 per cent mark also con-
firms the level of the offer at 36¢ per
share rather than the 28¢ that applied if
its interest in Warrego remained below
thatlevel.

In a further supplementary bidder’s
statement released yesterday, Hancock
advised Warrego shareholders that
Strike’s scrip offer, of one of its shares
for each Warrego share, “likely delivers
an inferior outcome to Warrego share-
holders in all cases”.

It said it expected the share prices of
Strike and Warrego “to continue to
decline below $0.36”, particularly after
its offer closed. It reminded Warrego
shareholders that in early November,
before Hancock’s offer, the market val-
ued had Strike at about 25¢ per share,
and Warrego at about $15¢.

Yesterday, shares in Warrego moved
to reflect the greater certainty around
the 36¢-a-share price, gaining 1.4 per
cent to 35.5¢.

Shares in Strike, which held voting
power of 24.91 per cent of Warrego as
per its latest filing last Friday, also
edged up 1.4 per cent to 36¢ amid con-
tinuing market speculation that Han-
cock could turn its attention to Strike
after it wraps up the Warrego deal.

But Mr Johnston was cool on any
prospects of Hancock turning its atten-
tion to Strike.

“Hancock has formed no intention
with respect to Strike,” he said. “And
we believe Strike’s share price is
unrealistically inflated due to the activ-
ity on Warrego.”

The takeover battle for Warrego,
which owns 50 per cent of the West
Erregulla gas field in the Perth Basin,
alongside Strike, kicked off in November
when Strike proposed a takeover offer
that was first countered by Beach
Energy before Hancock entered the fray.

At the heart of the tussle is a prom-
ising gas resource north of Perth in a
region with existing gas processing and
pipeline infrastructure. Hancock has
said it wants to use gas from the Perth
Basin to power its mining operations.

Mr Johnston encouraged the
remaining Warrego shareholders that
have not accepted either offer to sell
into Hancock’s offer, saying those keen
to secure Strike shares could invest dir-
ectly in that company.

Mineral Resources advised in mid-
January it had built up a share of
19.17 per cent in Warrego, a stake it
described as “strategic”, and ruled out
making a takeover bid.

Securing control of Warrego means
an automatic two-week extension in
Hancock’s offer to February 24.

Oil and gas producer Beach Energy faces LNG delays at Waitsia

Colin Packham

Beach Energy is unlikely to produce
liquefied natural gas from its Waitsia
gas project before 2024, as the oil and
gas company said the cost of the devel-
opment will increase by $50 million fol-
lowing the collapse of Clough.

Beach Energy —which yesterday con-
firmed a deal with Webuild after the
Italian developer acquired Clough’s
Asia Pacific projects for around $39
million - had been due to start produ-
cing gas for processing into LNG in the
second half of this year.

But the company yesterday said it
now expected first gas by the end of
2023, threatening Beach Energy’s ori-

ginal timetable. Beach did not provide
any guidance on when it expects to pro-
duce LNG, but analysts said it would
lead to inevitable LNG delays.

“The schedule was slightly later with
first gas... at the December quarter of
2023 at the earliest. We had some
volumes in the half but have deferred
the ramp-up completely to early calen-
dar year 2024 given we still have linger-
ing concern around schedule in a
difficult environment for project execu-
tion, Citi said.

Beach also confirmed higher costs
from the project. It now expects the
Waitsia gas development to cost
between $400 million and $450 mil-
lion, having previously forecast the

build at between $350 million and
$400 million. The revised schedule will
temper fears of prolonged delays and
cost blowouts. Shares rose more than 3
per cent on the relief.

Beach Energy’s chief executive
officer, Morne Engelbrecht, hailed the
deal with Webuild.

“This marks an important step
towards completion of the Waitsia
Stage 2 project and is a key milestone in
providing renewed momenturm, stabil-
ity and continuity to the project,” said
Mr Engelbrecht.

“We look forward to working with
Webuild and Mitsui to complete the
project and commencing supply of
LNG, while continuing to meet our

domestic gas commitments with gas
targeted by the end of 2023.”

The delays are ill-timed for Australia
amid forecasts for gas shortages across
the east coast this year, though Beach
has been beset by its own supply issues.

Beach late last year slashed estim-
ated gas reserves at its LNG export
basin near Perth by 11 per cent after the
Waitsia Stage 2 drilling campaign.

The company - 30 per cent owned by
billionaire Kerry Stokes — said the
reduction in total proven and provable
(2P) reserves by 10.6 million barrels of
oil equivalent (mmboe) was due to
“increased structural complexity in the
Waitsia field and poor reservoir quality
in the High Cliff reservoir at Waitsia”.

Reduced supplies were a key catalyst
in Beach posting lower-than-expected
quarterly sales figures. The Adelaide-
based firm produced 4.8 million bar-
rels of oil equivalent, down 8 per cent
compared to the previous quarter and
lower than market consensus of
5.2mmboe.

Beach said gas output was hit by
“planned and unplanned plant down-
time and lower customer gas nomina-
tions”, while five Western Flank oil well
connections were delayed to the
second half of financial year 2023 due
to “weather and supply chain chal-
lenges”. Sales revenue of $408 million
also fell short of most analyst expecta-
tions of $499 million.
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Banks dividends

likely to weather
downturn: Argo

Simon Evans

Australia’s big four banks are still likely
to pay out strong dividends even in an
economic downturn, and Common-
wealth Bank’s share price deserves to
trade way above its rivals, says the boss
of $7 billion listed investment group
Argo.

Managing director Jason Beddow
also says big oil and gas stocks such as
Santos and Woodside Energy should
be able to offer strong returns to share-
holders over the next 10 to 20 years
because policymakers are throttling
new investment, which means existing
companies will be highly profitable ina
lengthy energy transition.

Argo, which has 96,100 shareholders
relying heavily on dividends paid out
by an investment company once
chaired by cricketing great Sir Donald
Bradman, announced a 6.2 per cent
rise in first half net profit to $137 mil-
lion. It lifted its interim dividend to a
record high of 16.5¢ from 16¢ a year ago.

Shares of Commonwealth Bank are
trading near a record high of $110,
which Mr Beddow said on normal
valuation levels was clearly over-
priced. “We would say yes,” he said,
before adding that the lender was

superior to National Australia Bank,
Westpac and ANZ, and deserved to
trade on a much higher multiple.

Argo expects the Reserve Bank of
Australia to lift interest rates this
month and next by a quarter of a per-
centage point each time, as a strong
employment market means the central
bank has to go harder than it probably
wants to control inflation.

“You get the sense the RBA is
begrudgingly putting rates up,” Mr
Beddow said.

Rising interest rate cycles are histor-
ically good for bank profits because
their margins get fatter, although extra
attention from the federal government
and the Australian Competition and
Consumer Commission on banks and
the generally meagre deposit rates
being offered to customers could put
pressure on that theory.

Itis simply too hard to predict where
the Australian economy is headed, Mr
Beddow said. “There is no clear line of
sight for the next six to 12 months.”

But even if there was an economic
downturn and the jobless rate started
rising, the big four banks were in good
shape, would not have to go to the mar-
ket to raise capital, and were likely to
still pay out solid dividends, he said.

Argo

Half year 2023 2022
Revenue ($m) 151.6 1414
Pretax profit ($m) 146.4 136.5
Net profit ($m) 137 129
Interim dividend 16.5¢ 16¢
Payable March 10

“Their balance sheets are excellent.
I'm pretty confident they’ll be able to
maintain their dividends under most
scenarios,” he said.

But share price gains among the
banks over the next few months were
unlikely, he added.

In the past six months, Argo has

added to its holdings in Santos,
Macquarie Group, coal producer Stan-
more, IDP Education and Superloop.

On energy, Mr Beddow said the
tough intervention measures put in
place by the federal government, and
by other countries, meant that new
projects would be difficult to progress,
and new supply would not come on.
“We think there’s going to be under-
investment,” he said.

“We're still relatively bullish on gas
demand for the next 10 to 20 years,” he
added.

The transition to a cleaner energy
economy will probably take longer
than policymakers expect, and com-
panies with existing gas assets which

Rising interest rate cycles are historically good for banks because their profit margins get fatter. PHOTO: PAUL ROVERE

are well-managed, should be able to
deliver strong returns.

Argo also believes that while both
BHP and Rio Tinto should be strong
performers over the next few years, it is
hard to see the shares rally much more
from current levels. Even so, the invest-
ment company stands ready to top up
its holdings in both miners should
there be a short-term sell-off.

Argo trimmed back its holding in
liquor store retailer Endeavour Group,
the owner of Dan Murphy’s and BWS,
during the half and made an exit from
its stake in packaging company Pact
Group. “Pact was disappointing. It was
too small and had no pricing power”,
Mr Beddow said.

From page 13

Adamantem swoops
on juicy burger deal

group of customers,” she said. “I look
forward to continuing on the board of
Retail Zoo to share my retail and gen-
eral business expertise to help guide
Boost, Betty’s and the other brands for-
ward in their next phase of growth.”

Retail Zoo operates about 750
company-owned and franchised stores
worldwide under the Boost, Betty’s
Burgers, Salsa’s Fresh Mex and CIBO
Espresso brands.

Bain Capital —which is mulling a pos-
sible ASX listing of Virgin Airlines —
bought a major stake in Retail Zoo in
2014, when it operated just under 300
stores in Australia, for about $185 mil-
lion from The Riverside Company,
another US PE firm. Riverside bought a
65 per cent stake for an estimated $65
million in 2010.

Bain tried to sell or float the business
at various points over late 2019 and
2022 for about $400 million, but pulled
the float to await improved capital mar-
ket conditions and business perform-
ance.

Adamantem managing director
Georgina Varley said the firm backed
current management and was keen on
the business due to its strong platform
in the food retail sector and the
strength of its franchisee partners.

“We see this as a fantastic platform
for growth. The business has been
growing really well, and we're really
excited to be supporting the manage-
ment team in their next phase of
growth, which involves continuing to
roll out new stores each year in both
Boost and Betty’s in Australia and off-
shore,” she told The Australian Finan-
cial Review. She said additional brands
could easily be added over the invest-
ment period.

Ms Varley said Adamantem was a
responsible investment fund manager,
and considers three key areas of sus-
tainability, participation and transpar-
ency when buying a business. A typical
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Retail Zoo CEO Nishad Alani. PHOTO: LOUISE KENNERLEY

priority focus within the first six
months of owning a business is meas-
uring the greenhouse gas emissions.

“Then there is an opportunity on a
sustainable packaging front for busi-
nesses already on its sustainable pack-
aging journey. Another area of
opportunity is in waste management,”
she said.

Retail Zoo boss Nishad Alani said the
business was well on track to hit
double-digit sales, revenue and profit
growth this year, after a bumper
December.

Last financial year, net profit
climbed to $14.6 million in the 12
months to June 30, up from $14.1 mil-
lion in 2021, according to accounts filed
by Retail Zoo Holding Company Ltd.
Profits had slumped to just $2.8 million
in 2020 due to forced store closures and
brand impairments and costs associ-
ated with a proposed initial public
offering.

Sales from company-owned stores,
royalties, franchisees fees and supplier
rebates rose 24.3 per cent to $178.2 mil-
lion. Total network sales reached $455
million, with Betty’'s Burgers the
standout after revenue jumped 36.4
per cent. Betty’s has 54 shops in Austra-
lia, having opened four stores in
December. There were just eight
Betty’s shops five years ago. Mr Alani
said sales at Betty’s in December surged
20 per cent, and the momentum con-
tinued strongly into January.

The Boost Juice brand is the largest
player in the Australian juice and

smoothie bar category, and is sup-
ported by almost 2 million loyalty
members.

“We feel like we're in a really good
place, and we think the strong sales will
continue despite the uncertainties in
the macroeconomic situation,” Mr
Alani said.

He plans to open 20 to 30 new Boost
stores a year overseas. Retail Zoo oper-
ates in 14 countries, and recently
opened in Cambodia and the United
Arab Emirates.

“The Boost brand will resonate the
South-East Asia,” he said. “We still have
our eyes open towards north Asia,
Japan, Korea, but we haven’t specific
plans to go into those markets just yet.”

Mr Alani said Betty’s also had “tre-
mendous opportunity internationally”
but, for now, was focused on the vast
Australian market.

Adamantem manages about $1.6 bil-
lion of assets across both private equity
and public market strategies with
investments in a range of companies,
including horse feed business Hygain,
processed meat producer Hellers, hair
products group Nak Hair and aged care
group Heritage Lifecare.

Retail Zoo is the fifth investment in
the Sydney-based buyout firm’s $800
million second fund.

Investment banks Goldman Sachs
and UBS acted as joint lead managers
to the vendor Bain, which declined to
comment. Adamantem was advised by
Morgan Stanley, Allens, EY, Skye Cap-
ital and L.E.K. Consulting.

From page 13

East Timor in fresh
play for Sunrise plant

In December, chief executive Meg
O'Neill surprised the market by saying
the company would reassess its long-
held view that piping gas from the field
— which lies 150 kilometres from East
Timor and 450 kilometres from Dar-
win - to the undeveloped south coast of
East Timor was not viable.

Delivering on that commitment, the
joint venture partners — which include
Osaka Gas and Timor Gap —will use the
study to seek revised cost estimates and
understand how new technologies
may be supplied in the project, which
has been on the drawing board for
more than 15 years.

The work will consider aspects
around delivering the gas to East
Timor, processing it there, and LNG
sales, comparing all those aspects with
the option of delivering and processing
the gas in Australia. While the Sunrise
joint venture at one stage selected float-
ing LNG as the preferred option for
development, that idea was abandoned
several years ago.

The partners would also evaluate
socio-economic impacts such as envir-
onmental, strategic and security bene-
fits of the various options, and consider
which option “provides the most
meaningful benefit for the people of
Timor-Leste”, they said in a joint state-
ment on Monday.

Ms O'Neill said the development of
new technologies and growing
demand for safe and reliable LNG
meant the time was right for the study.

“It is important we continue to look
at ways to develop the Greater Sunrise
fields using the latest technologies by
evaluating, for example, modular LNG,
that did not exist in the past,” she said.

“Against a backdrop of global geo-
political instability and constrained
energy supply chains, there is an
opportunity for the Sunrise Joint Ven-
ture to significantly advance this
regionally important project.”

O'Neill. PHOTO: DOMINIC LORRIMER

Osaka Gas' head in Australia, Yo
Otsuka, said it was important to assess
and compare the development concept
for Sunrise from technical and com-
mercial viewpoints, and to select the
best option for the project’s success.

East Timor has a 56.56 per cent stake
in the Greater Sunrise field - after buy-
ing out Shell and ConocoPhillips.
Woodside owns 33.44 per cent and
Osaka Gas has the balance 10 per cent.

Discussions on how and when to tap
into the resource wealth of Greater
Sunrise, which some estimates say
could be worth $US50 billion ($73 bil-
lion), were revived after a long-running
maritime border dispute between the
two nations was resolved with a treaty
in 2018.

However, the production-sharing
contract stipulated by that treaty is still
to be finalised. East Timor believes the
development could proceed in parallel
with those negotiations.

The International Monetary Fund
has warned East Timor faces a “fiscal
cliff” if Greater Sunrise, which also
includes 226 million barrels of con-
densate, or light oil, is not developed
soon.

Dili has signalled it would reject any
option that waters down its stake.
Timor Gap, the state-owned company
charged with developing East Timor’s
oil and gas resources, has indicated
other parties are interested in Greater
Sunrise, but it would not compromise
any future revenues. East Timor is
entitled to atleast 70 per cent of Greater
Sunrise royalties.
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‘More niche options’ for non-bank lenders

James Eyers

Non-bank lenders will struggle to com-
pete with major banks’ access to cheap
deposits as a funding source for chas-
ing safe housing borrowers, according
to the head of Perpetual Corporate
Trust, the biggest trustee in securitisa-
tion markets.

This will force them to compete in
more niche lending categories, includ-
ing providing mortgages for small busi-
ness loans and lending to self-managed
super funds, says Richard McCarthy,
the trust’s group executive.

The failure of Nano, a fintech mort-
gage lender, points to the pressure on
new competitors in mortgages, while
the collapse of buy now, pay later lag-
gard Openpay shows those without a
securitisation track record in personal
loans are also finding it tougher to raise
funding in wholesale markets.

Non-bank housing lenders would be
forced to target niche segments such as
lending to SMSFs and SMEs along with
the self-employed, Mr McCarthy said,
as banks focused on borrowers with
large deposits. This lets banks operate
with lower levels of regulatory capital,
boosting profits.

This means non-banks will struggle
to win refinancing flow, as $350 billion
of fixed rate mortgages reset over the
coming months.

“Refinancing fixed loans is a really
hotly competed area where the banks
are primed to win, given their retail
deposit cost of funds,” he said. “But this
enables non-banks to do what they
have always done - which is look out-
side that, to see where to win.”

Perpetual Corporate Trust will
present a new report on the non-bank
sector to 100 members of the Austra-
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Non-bank lenders will need to fight harder for non-prime borrowers as interest rates rise. PHOTO: NATALIE BOOG

lian Securitisation Forum today, fol-
lowing a survey of sentiment among 31
executives and investors.

Investors will get a read on margin
pressures among public-market play-
ers including Pepper, Resimac and
Liberty in the upcoming interim results
season, after all non-bank lenders
delivered negative shareholder returns
in 2022 on concerns around higher
funding costs and credit quality as
rates rise.

There is also an array of private non-

bank lenders, including Firstmac,
LaTrobe and Columbus Capital. Out-
side mortgages, non-banks include
ASX-listed Latitude and Plenti, and
private player Angle Finance, which
are growing strongly in auto loans after
major banks stepped away from the
category.

Perpetual found only 4 per cent of
mortgage borrowers with non-banks
are on fixed rate loans (non-banks
could not use the Reserve Bank of
Australia’s’s term funding facility that

provided banks with cheap funding
during the pandemic).

It also found non-banks have
increased the equity in loans at origina-
tion, with only 11 per cent of new loans
being at a loan-to-value (LVR) ratio
above 80 per cent, compared with one-
third before the financial crisis.

But in a briefing last week, S&P
Global Ratings Mortgage said arrears
have started to rise for residential
mortgage backed securities: prime
RMBS arrears increased in October

and non-conforming arrears have been
increasing since July.

Mr McCarthy said non-bank arrears
(those more than 90 days past due) were
tracking at 0.37 percentage points of
loans, the lowest in 15 years, which
would help non-banks deal with rising
bad debts. With the Reserve Bank expec-
ted to lift the cash rate again today, this
level would inevitably rise.

As one non-bank lender told Per-
petual for the report: “You certainly
have to acknowledge that the easy,
breezy days of doing deals are just not
there, it’s certainly a lot harder.”

Nano suspended home loan applica-
tions in October as funding costs
soared, scuppering its growth plan; last
week, customers were shifted to AMP
Bank, which took over the back book,
The Australian Financial Review
revealed.

Macquarie said in a report on Friday
that the downside risks for non-banks,
including tighter margins from higher
funding costs, were reflected in current
discounted valuations.

Still, “we expect non-bank lenders to
underperform banks on margins given
lack of deposit funding and persistent
competitive pressures as banks con-
tinue to reinvest some of their margin
tailwinds into mortgage pricing”, the
investment bank said.

S&P Global Ratings said in a market
briefing last week that prepayment
activity would ramp up across the
prime RMBS sector as borrowers
shopped around for better mortgage
deals.

“New issuance activity is likely to tail
off in the second half of the year, partic-
ularly for RMBS, as lending volumes
decline, given the slowdown in prop-
erty markets,” S&P said.

ING under fire for dropping open
banking consents in tech upgrade

James Eyers

Data recipients under the federal gov-
ernment’s open banking regime have
called on the competition regulator to
stop ING Bank cancelling existing cus-
tomer consents during an upcoming
technology upgrade, alleging that this
action may be a breach of consumer
data right rules.

FDATA and Fintech Australia, lobby
groups representing start-ups seeking
to use banking data to offer customers
better deals, say ING’s planned upgrade
this week will reduce “trust in the CDR
regime at a time when adoption is crit-
ical”. They say it would create a “dan-
gerous precedent” for future upgrades
at other banks, which are required to
provide customers with access to data
that can be shared with alternative ser-
vice providers.

The government says the CDR is a
core policy to lift banking competition.
But the proposed action by ING will
require customers who have already
told the bank to provide their data to an
accredited recipient to go through the
process again. Users of the data fear
some customers will fail to reauthorise
the sharing, blocking the competitive
services they are seeking to provide.

FDATA and FinTech Australia say
their members have “serious con-
cerns” about ING’s conduct as it trans-
itions to a new “consent solution” that
will tomorrow invalidate existing “data
sharing arrangements”.

The withdrawal of valid consents
from thousands of ING customers war-
rants enforcement action from the
Australian Competition and Consumer
Commission, which regulates the data
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ING is upgrading its data sharing
technology, angering data users who
say customers will have to provide
consent all over again.
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sharing regime, the groups allege. They
say communication about the change
has been poor, with several data recipi-
ents hearing about the cancellations
second hand. The groups believe ING
should run two parallel systems until
existing consents can transition to the
new system.

“Maintaining backwards compatib-
ility is just general good practice in
these types of system changes. But this
is not the path ING has taken, which
sets a very dangerous precedent for
CDR as an emerging ecosystem should
this planned approach not be stopped
immediately,” the joint statement says.

Data recipients are also concerned
they will bear the cost of reintegration
and any damage to their business.

In a letter to FDATA members sent
yesterday and obtained by The Austra-
lian Financial Review, its regional dir-

ector Mathew Mytka called on the
ACCC to “issue an immediate stop
order to ING given the timeline of their
plans”.

“Australians are in the middle of one
of the deepest cost of living crises in
recent history,” he said in a subsequent
statement. “While many banks are
doing the right thing, we do need to see
a firm response from the regulator to
ensure this does not set a precedent.”

ING was fined $53,280 for four
infringements relating to CDR data
after the ACCC alleged it failed to meet
obligations last year. Users of data say
the fine, which is set by the legislation,
was too low to force compliance.

An ING spokesperson said the bank
was “committed to building a safe and
secure open banking experience for
our customers that has the potential to
offer more functionality in the future”
and it was working with data recipients
to “make the process as seamless as
possible”.

But Rehan D’Almeida, general man-
ager of FinTech Australia, said the
move from ING “sets a dangerous pre-
cedent for the consumer data right rol-
lout and endangers the benefits it is
bringing to consumers”.

“It’'s perplexing that ING, a bank with
consistently high customer satisfaction
ratings, would not prioritise the con-
sumer data right,” he said.

“This is a transformational reform
and the banks have had years to estab-
lish the systems they will need to be
compliant.”

The Financial Review reported last
week that users of the open banking
regime say ING has been providing
low-quality data under the regime.

Star casinos hit with third
class action over shares fall

Elouise Fowler

Star Entertainment will fight a third
class action in the Victorian Supreme
Court with solicitors from Phi Finney
McDonald filing a claim on behalf of
shareholders against the casino giant.

It follows class action firms Slater &
Gordon and Maurice Blackburn, which
filed separate yet similar class actions
last year that alleged the company
misled the market, breached continu-
ous obligation laws and wiped billions
of dollars from the company’s value.

Phi Finney McDonald claims are
similar, relating to representations
made by the company between March
29 and June 13, 2016, that the firm
alleges were misleading or deceptive.

The claim alleges that during that
period the Star made misleading repre-
sentations, including about its systems
and processes for compliance with
anti-money laundering and counter-
terrorism financing obligations.

The claims also state Star failed to
disclose relevant information it had
about those matters to the market, and
conducted its affairs contrary to the
interests of the members of The Star.

Star said in a statement to the ASX it
intends to defend the proceeding.

The Star added the claim was “sub-
stantially similar” to the separate
securities class actions filed by Slater &
Gordon announced on March 30 and
Maurice Blackburn announced on
November 7 last year

The Maurice Blackburn statement of
claim highlights, in particular, the fall
in Star’s share price from $4.58 on
October 6, 2021 - the day before a series
of reports in The Sydney Morning
Herald, The Age and 60 Minutes alleged

the company had ignored and down-
played money laundering risks — to
$3.21 just six days later.

All three class action law firms are
seeking orders that force Star to pay
compensation to class action members.

Last year, a NSW inquiry found Star
unfit to run the Sydney casino because it
had allowed itself to be infiltrated by
organised crime gangs, side-stepped
regulatory rules and deliberately misled
the regulator and its bankers over the
“inherently deceptive and unethical pro-
cess” of the China UnionPay card.

The NSW Independent Casino Com-
mission (NICC) has since suspended the
company’s Sydney casino licence and
appointed Nick Weeks, a special mon-
itor to run the casino. Mr Weeks was
initially installed for 90 days from Octo-
ber 17 but his tenure was extended for 12
months to January 19, 2024.

The Queensland government fol-
lowed the NICC’s lead, but didn’t sus-
pend Star’s other casino licences in
Brisbane and the Gold Coast, instead opt-
ing to levy a $100 million fine and
appoint a second monitor to assist Mr
Weeks oversee Star’s casinos in the state.

Star’s shares have traded down 33 per
cent to $1.92 since December 16, after the
NSW government declared it would slap
a tax on the state’s two casinos - includ-
ing Crown Sydney - to raise an addi-
tional $364 million over three years.

Star also faces massive fines if the
Federal Court upholds AUSTRAC's
allegations of widespread money laun-
dering against the company.

Last year, ASIC launched a landmark
case against 11 current and former Star
officials for breach of director duties,
alleging money laundering and criminal
ties at its casinos.
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Al pioneer’s
warning amid
ChatGPT wave

Yolanda Redrup

An Australian-born Stanford Uni-
versity professor whose work was
foundational in the creation of generat-
ive Al - popularised by ChatGPT - has
warned that it will inevitably lead to a
boom in misinformation, but cau-
tioned regulators against acting too
early and stifling innovation.

Queensland-born Christopher Man-
ning is one of the world’s most highly
regarded natural language processing
experts and is part of a group of aca-
demics from Stanford who are con-
sidered among the foremost experts in
the field (a branch of artificial intelli-
gence centred on giving computers the
ability to understand text and spoken
words in a similar way to humans).

The most cited person in the field
globally, with more than 200,000 cita-
tions according to Google Scholar,
Manning is a household name in the
world of artificial intelligence.

Speaking to The Australian Financial
Review, he says people will need to
adapt to a world in which misinforma-
tion and false images are rife.

“There are a lot of concerns and wor-
ries, and people should be thinking
about these things. It doesn’t cost a lot
of money for someone to put together a
story and distribute it with disinforma-
tion ... a state actor or someone with a
reasonable amount of money can
already have a substantial impact,” he
says.

“But with these new technologies, itis
easy to produce plausible, good-
sounding text ... and we can only expect
that there will be an expansion of falsely
generated images of people, or audio of
people saying things they didn’t.

“There will be a premium for reput-
able [news] outlets you can trust, but
also more will need to be done in track-
ing provenance, so you can be sure that
[what youTre reading] is something
someone actually wrote.”

Generative Al is a type of artificial
intelligence that involves creating ori-
ginal content, be it text, images, audio
or data, with remarkable accuracy.

The spotlight is now firmly on this
field thanks to OpenATIs launch of
ChatGPT, DALL-E and GPT-3.

ChatGPT, which is accessible to the
public, is a chatbot created by Silicon
Valley company OpenAl and launched
in November last year. It can explain in
simple or complex terms what
quantum computing is, suggest catchy
headlines for a news article, or give you
advice on running a business.

Manning says the recent advances
shocked even those working in the
field.

“There was a convergence of things
thatall came together in a way that was
surprising. There might have been a
few true believers, but most people
didn't really think this would come
together and go places,” he says.

“In the 2000s, you could count on
your fingers the number of people
doing stuff in neural networks, includ-
ing the three people who just won the
Turing Award [considered the Nobel
Prize of computing], Geoffrey Hinton,
Yann LeCun and Yoshua Bengio.

“For a long time people thought this
neural network stuff was a shonky area
of Al and preferred statistically rigor-
ous methods.”

The recent advances have sparked
investor fervour. According to CB
Insights, generative AI companies
raised $US2.7 billion in funding in 110
deals last year. This year, Microsoft has

Stanford Professor Christopher Manning has become one of the most respected
experts in the world in artificial intelligence. PHOTO: NORBERT VON DER GROEBEN

already tipped in $USIO billion to
OpenAl

The factors that converged to make
these advances in Al possible, Manning
says, include the explosion of data, a
huge increase in computing power and
genuine technical advances in how to
build Al algorithms. The latter includes
a critical invention by Google in 2017
that enabled neural networks to better
comprehend context and meaning by
altering the way they tracked relation-
ships in data sequences.

Manning, who is also a partner at
US-based Al venture capital fund AIX
Ventures, alongside fellow Aussie
Anthony Goldbloom, says generative
AT will have implications on myriad
industries, and the way people work.

“It's a massive opportunity to rein-

vent all sorts of industries and compan-
ies. It's still the early days of figuring out
whatis and isn't possible,” he says.

“There are clearly enormous oppor-
tunities in the visual space with images
and video ... now, we can automatically
manipulate photos. The costs of doing
things with computer graphics for
movies is many millions of dollars, but
that will come down substantially.

“On the language side, this is such an
upheaval. So much of civilisation [has
been centred around] the ability to
write well, which has been so connec-
ted with human accomplishment and
professionalism. What ChatGPT can
produce might be like a first-year uni-
versity student, but it's competent
prose.”

Continued p22

Ex-Young Rich Lister Bates’ online network crumbles

Jessica Sier

The online wellness empire of belea-
guered former Young Rich Lister
Robert Bates has begun to disappear.

Mr Bates’ Aquamamma and Aurum
+ websites have been disabled and
supermarket giant Woolworths is
denying any relationship with the
products, after an investigation by The
Australian Financial Review revealed
the entrepreneur had failed to issue
investors any shares in the businesses
for which he may have raised up to
$15 million.

In the past week, the Aquamamma.
com.au and Aurum.Plus websites have
both been pulled offline, but the social
media pages for both wellness brands
are still plagued with hundreds of cus-
tomers demanding delivery or refunds
for products they had purchased as

long as six months ago.
AFRGAT A020

Mr Bates faces allegations from a
growing number of angry investors
demanding their investments back —
ranging from $50,000 to $USL.65 mil-
lion ($2.4 million) — after discovering
they did not legally own their shares,
despite having been issued with what
appeared to be shareholder certificates.

Mr Bates is understood to be in Lon-
don and denies the allegations.

Aquamamma, which manufactures
a hydration formula for pregnant
women, has failed to deliver some of its
orders for several months, following a
wave of employees quitting the busi-
ness due to the non-payment of super-
annuation and persistent requests
from contractors who are owed mil-
lions in outstanding invoices.

Mr Bates has said Aquamamma has
entered into a repayment plan with the
Australian Taxation Office and into a
“super guarantee” for staff entitlements.

Hundreds of Aquamamma sachets
are understood to still be stored at the

Troubled businessman Robert Bates.
PHOTO: PAUL HARRIS

port of Melbourne and in the ware-
houses of New Zealand-based contract-
ors that are awaiting payment.
Aquamamma products were sold on
the now defunct website, as well as
through a supplier called First Class
Consulting, which directs products
through Healthylife, a seller on the

Woolworths Everyday Market website.
Woolworths has asserted it has no
relationship with Mr Bates but has also
confirmed neither it, nor Healthylife,
have received any customer com-
plaints regarding Aquamamma.

The disappearance of the Aurum+
website comes after repeated requests
by UK-based scientists to have their
images and information removed from
the web pages and other marketing
material used by Mr Bates to raise
money from investors.

Aurum+ is marketed as an anti-
stress supplement developed from the
research of UK-based scientist, Dr
Charles Akle.

Emails seen by the Financial Review
revealed last week that two other UK-
based scientists have repeatedly
requested the removal of their inform-
ation on the grounds they have nothing
to do with the Aurum+ business and
are no longer strategic advisers and
were never directors.

Nitro battle
plays up PE
bargain hunt

What'’s the deal

Adir Shiffman

Shareholders in ASX-listed Nitro last
week delivered a widely anticipated
smack down to potential acquirer
Alludo that was like watching an
unavoidable car crash in slow motion.

In bidding for Nitro, Ottawa-based
Alludo had managed to outmanoeuvre
acompeting admirer and secure the
board’s unanimous recommendation,
including that of the founder. But
despite this public display of affection,
the deal was comprehensively rebuffed
by shareholders.

This shocked no one. The scheme of
arrangement structure required at
least 50 per cent of eligible
shareholders to vote, and 75 per cent to
vote in favour. That was always a tall
order at Nitro.

For a start, Alludo was precluded
from voting its own 12 per cent and the
competing bidder, Potentia, could just
aboutblock the scheme alone with the
19.8 per cent stake it already held. To
add insult to injury, institutional
shareholder Spheria also voted its 6 per
cent against, and the final tally was just
68 per cent in favour.

You cannot really blame Nitro
shareholders for their ambivalence
about the $2.15 offer. Although the
share price was languishing at $1.13 just
six months ago, itis still along way
from the not-yet-forgotten $4 briefly
reached in November 2021.

Nitro was co-founded by CEO Sam
Chandler in 2005 and began life as an
alternative to Adobe’s PDF software.

In 2016, it began switching over toa
subscription model. Then, in late 2021,
Nitro closed a big deal by acquiring
European eSigning start-up Connective
for $110 million to cement its place in
the $USI17 billion eSign market.

Alludo (pronounced “Allyou do”) is
even older than Nitro and until recently
was called Corel. Their eponymous
Corel Draw software is well-known to
any PCnutover 40, and indeed Alludo
islike a1980s clearing house for tech
nostalgia.

Its other brands include the once-
dominant Word Perfect,and MS-DOS
compression pioneer PK Zip now
known as WinZip. Wholly owned by
KKR since 2019, Alludo is busy rolling
up various software applications into a
comprehensive suite.

However, it was Potentia that first
putNitro into play. Their initial $1.80
offer began a game of pricing ping
pong, and Alludo returned serve at $2.
Potentia then matched that price,
before Alludo finished with a final 15¢
smash.

Potentia suddenly found itself shut
out of due diligence and facing a Nitro
board recommending Alludo’s offer.

Ithit back by dragging everyone to
the Takeovers Panel, where
chairwoman Yasmin Allen’s three-
person committee declined to
intervene. Regardless, Alludo’s scheme
failed anyway and Potentia further
demands due diligence access.

The war for Nitro yet again
highlights private equity’s predilection
for beaten-down ASX-listed technology
businesses with subscription revenue,
Continued p22
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Start-up investors dig in as
valuations take 29pc knock

Yolanda Redrup

A new survey of Australian tech start-
up investors has found that company
valuations fell by an average of 29 per
cent last year, but investors are slowing
down rather than deserting the market.

Folklore Ventures and Cut Through
Venture’s State of Australian Startup
Funding report found that $7.4 billion
was raised across 712 deals, down from
more than $10 billion in 2021.

Despite the fall in dollars invested,
the study found that the number of act-
ive investors was up almost 80 per cent
on 2020’s numbers.

Six Aussie start-ups joined the $1 bil-
lion unicorn club last year and 34 per
cent of investors reported at least one
portfolio company collapsing.

At the same time, competition
between investors in late-stage deals
nose-dived.

There were 28 local capital raisings
above $50 million, generating $3.4 bil-
lion, but the report highlighted a 30 per
cent fall in the size of Series B or later
rounds from $80.2 million to $56.5 mil-
lion.

Although down from 202I's record
number of 899 start-up investors (ven-
ture capital funds are considered one
entity), 827 investors remained active

last year, the report revealed, up more
than 77 per cent from the 467 investors
in 2020.

Cut Through founder and Five V
Capital venture capitalist Chris Gillings
said this demonstrated that most
investors believed the correction was a
good thing for the ecosystem.

“The fact that Australian [funding]
only declined by 30 per centin an envir-
onment where the US and other larger,

Lots of investors
think last year
was a good thing
to happen.

Chris Gillings, venture capitalist

more established markets fell by more,
isa greatsign,” he said.

“People took a deep breath ... lots of
investors think last year was a good
thing to happen.”

The valuation drop was calculated
by Cut Through and Folklore by sur-
veying 116 venture capitalists about
their perceptions.

All but five investors put forward a
negative number, with the weighted
average being a 29 per cent decline.

Folklore Ventures managing partner
Alister Coleman said capitalism with-

out loss would be “like religion without
hell”.

“We have seen valuations pull back,
but only to the equivalence of one to
two years ago, much like the public
market. And the hope is that with the
patience that's entered the market ...
valuations don’t start levitating above
what might be rational over the longer
term,” he said.

“For the type of returns that VCs at
early and late stage want to get, there
has to be an acceptance of risk and fail-
ure.”

Of the founders surveyed, 60 per cent
said they planned to raise their next
round this year.

Although later-stage deals fell off a
cliff in the second half of the year, 2022
proved to be a bumper one for early-
stage funding.

Deals under $5 million jumped 13 per
cent to 428, making up more than 7 per
cent of the total capital raised; funding
rounds between $5 million and
$20 million remained steady at 158
deals.

Mr Gillings tipped the jump in early-
stage activity to continue this year.

Mr Gillings said early-stage funding
would remain hot, and he also expec-
ted the number of Series B-plus rais-
ings to rise this year.

He said two tiers of companies
would emerge - those that had grown

Funding tumbles
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into their valuations, and those that
had not.

Alongside the boom in seed-stage
deals, the report pointed to a record
number of start-ups raising capital
with a female founder or co-founder.

About 33 per cent of angel and seed-
stage funding flowed to start-ups with

female founders, including the likes of
retail visitor experience software plat-
form Nola, social cooking platform
ReciMe and game studio Lumi Interact-
ive. Across all deals, 23 per cent of start-
ups funded last year had at least one
female founder. However, the share of
overall capital raised fell to 10 per cent.
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Gambling regulator moved to stall reform

Mark Di Stefano

Australia’s de-facto gambling regulator
privately lobbied the government to
stall a major policy to help problem
gamblers on behalf of foreign-owned
online bookmakers.

The Northern Territory Racing Com-
mission (NTRC) sent correspondence
to the government last month, laying
out apparent concerns that online
bookmakers had with the soon-to-be-
released self-exclusion register for
problem gamblers, called BetStop.

All major online bookmakers, many
foreign-owned, are based in the North-
ern Territory for tax reasons, which
means the NTRC acts as the main cop
on the beat for regulating Australian
gambling on the internet.

But according to the letter sent to the
Department of Social Services and seen
by The Australian Financial Review, the

NTRC's chairman, Alastair Shields,
asked the secretary of the department
to stall the rollout of BetStop.

Mr Shields said the online gambling
industry had objections to how the
register would work, imploring the
senior government official to step in
and address the concerns, which may
require a legislative amendment.

A spokeswoman for Minister for
Communications Michelle Rowland
said the government was pushing
ahead with BetStop, which was in its
final testing phases.

“The BetStop system has been sub-
ject to extensive final testing and trial-
ling, including with industry,” the
spokeswoman said. “This has been
necessary to provide a secure and trus-
ted protection for at-risk gamblers.

The incident highlights the power
the online gaming operators have over
the NTRC.

ASX-listed Tabcorp recently called
for a single national gambling regu-

Communications Minister Michelle
Rowland. PHOTO: ALEX ELLINGHAUSEN

lator, slamming the way foreign-
owned online gaming giants have used
the “patchwork” of laws to station
themselves in the Top End, paying less
tax than physical operators.

The likes of SportsBet, bet365 and
Ladbrokes, which operate easy-to-use
apps, have surged in popularity, repla-
cing more traditional forms of
gambling. Some estimates put the
online wagering industry in Australia
ataround $6 billion a year.

The idea of a national register for
problem gamblers to self-exclude
stemmed from a review into illegal off-
shore gambling from former NSW
premier Barry O’Farrell in 2016.

The Australian Communications
and Media Authority has been tasked
with overseeing the register, which
would give problem gamblers the
chance to enter their details into an
online portal and all online book-
makers would be required to block
them when they try to sign up to ser-
vices. A similar register already oper-
ates in the UK.

Despite praising the register in pub-
lic, industry opposition to how BetStop
works came to a head during a private
meeting of the NTRC, senior ACMA
official Jeremy Fenton and online
bookmakers on November 28.

According to the subsequent letter
from the NTRC's Mr Shields, online
bookmakers believed there were pri-
vacy concerns with keeping all the per-

sonal details of problem gamblers in
one place. The letter also suggested
bookmakers believed problem gam-
blers could get around the register, by
opening accounts using different
names or addresses.

The existing self-exclusion register
for problem gamblers involves them
printing out a PDF form, filling out
their details and then scanning and
sending the form to the NTRC.

Despite efforts to slow the rollout, Mr
Shields sent a statement to the Financial
Review on Monday saying the NTRC was
an “enthusiastic supporter of an effect-
ive national self-exclusion register”.

“The commission would like to see
the rollout of an effective and robust
self-exclusion system taking into
account real-life scenarios such that
the potential harms arising from
gambling, including those individuals
who, because of their addiction, seek to
deliberately circumvent processes/sys-
tems, are further reduced.”

Biologist uses
family skill to
rebuild reefs

Tess Bennett

As a marine biologist, Taryn Foster
never expected her career to lead her
back home to her family’s masonry
factory in Geraldton, 400 kilometres
north of Perth, but that is exactly where
she has been figuring out how robotics
and automation can restore coral reefs.

In between her studies, Dr Foster
worked on and off at the family busi-
ness The Blockmakers, which manu-
factures stone products such as
limestone blocks and pavers.

The family’s machines are now also
being used to mass-produce limestone
coral skeletons, using traditional dry-
cast masonry manufacturing.

Dr Foster founded her company,
Coral Maker, in 2019, and it has set
itself the ambitious goal of restoring a
million corals a year.

The start-up, in the process of raising
its first seed funding round, is also test-
ing how robotic arms can be used to
insert seed plugs with coral fragments
into the man-made skeletons.

“Coral reef restoration has been hap-
pening around the world for the last
few decades, but it’s mostly been NGOs
doing iton a very small scale, and doing
everything manually,” Dr Foster told
The Australian Financial Review.

“I've got a really unique perspective
because I've seen how you can scale

Taryn Foster has a goal of restoring 1 million corals a year using mass production and robotics. PHOTO: TIM CAMPBELL

things in the manufacturing industry,
and I can see that we're not using any of
those techniques in reef restoration.”
Coral Maker has partnered with a
local commercial coral grower, Abrol-
hos Coral and Live Rock, and has
begun placing its seedlings and coral
skeletons at the Abrolhos Islands.
Traditionally, propagating new coral
involves taking a live cutting from a
colony, and then grafting it and allow-
ing that piece to grow its own skeleton.
Coral Maker aims to scale the restor-
ation process, making it possible to
repair reefs that have suffered bleach-
ing events more quickly, and even
move coral colonies to locations better
placed to withstand climate change.
The process could shave years off the
time it takes for new coral to reach

maturity. Dr Foster said that, depending
on the species, the coral took three to 10
years to reach adult size when starting
with a small fragment. By putting a
group of the same coral together on a
skeleton, they will fuse to cover the base
structure, which could take 18 months
to a few years to reach maturity.

Dr Fostere was inspired to start the
business following major coral bleach-
ing events while she was researching
her PhD on how climate change affects
coral reefs.

She moved to San Francisco to study
at the California Academy of Sciences,
to learn how technology such as robot-
ics, 3D design and engineering could be
adapted for coral. She had planned to
use 3D printers to recreate the “com-
plex, beautiful” shape of coral, but

found the machines were too slow to
produce enough structures to acceler-
ate the process of reef restoration.

That led her back to her roots and
she began working out how traditional
brick-making machines could be adap-
ted to produce thousands of less-
complex shapes each day that could
house the coral seed plugs.

While studying in the US, Dr Foster
joined the Autodesk Technology
Centres’ Outsight Network residency,
which gave her access to pro bono sup-
port from the Autodesk Foundation.

Autodesk makes 3D design, engin-
eering and construction software, and
its employees across North America
and England assisted Coral Maker in its
use and advanced manufacturing and
robotic automation.
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Al pioneer’s warning
amid ChatGPT wave

Although he thinks it is rash for com-
panies to be sacking marketing staff,
Manning predicts that in industries
where competent prose is sufficient,
such as copywriting for advertise-
ments, generative Al will replace work
done by humans.

“There’s no doubt at all that we’re in
a world where if you want to do out-
reach to different companies or cus-
tomers, you can get computer-
generated customised emails,” he says.

“Or for government reports, there’s a
lot of text being put together regularly
and so much of that can be automated.”

Manning’s interest in computer sci-
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ence and linguistics began early. He
recalls in high school being more inter-
ested in the structure of language than
creative writing or literature.

As an undergraduate at the Austra-
lian National University, where he
majored in mathematics, computer
science and linguistics, he became
interested in natural language pro-
cessing and the concept that you could
examine human language scientifically
and “computerise” that.

He moved to the US in the 1990s to
study further because there was little
scope to learn more about the field in
Australia.

In the late '90s he gained global
prominence in the field for writing the
book Foundations of Statistical Natural
Language Processing. This work laid the
foundations of the first generation of
language translation technologies,
such as Google Translate.

But, he says, they only “half worked”.

Simultaneously, a small group of
people had continued working on
neutral networks. In the second half of
the 2000s, there were breakthroughs in
neural networking capabilities, but few
people noticed.

One who did, Manning says, was his
then-colleague at Stanford, Andrew
Ng, who in 2013 was named one of
Time magazine’s top 100 most influen-
tial people. It was Ng who got both
Manning and Google interested in
neural networking.

“Between 2010 and 2012, there was
still no one noticing the exciting things
that were happening, so it was effect-
ively me, a few of my students and
Andrew doing work with natural lan-
guage processing in neural networks.

“It worked out great for me because,
basically, I got in on the ground floor.”

With the explosion of generative Al

catching even scientists in the field by
surprise, Manning says regulators
globally have found themselves on the
back foot.

Last week, Australia’s chief scientist,
Cathy Foley, said she anticipated that
her office might be asked to prepare a
Rapid Research Information report on
the implications of the new Al tech.

Although Manning says there are
clear examples of where more regula-
tion in Al is needed, such as autonom-
ous vehicles, policymakers should
tread carefully.

“We're getting to a point where there
should be regulation ... but it’s difficult
to do when things are moving fast, peo-
ple often don’t understand it well, and
there’s a huge danger of premature reg-
ulation,” he says.

“But I think the right approach is to
be slow to regulate — you want to see
what the real problems are.”
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Nitro battle plays up
PE bargain hunt

decent growth, and a global footprint -
butstill losing money (or at best
marginal).

Local investors have abandoned these
burners, but the buyout specialists fixate
on their proximity to material free cash
flow and smell a bargain.

Nitro’s FY22 update emphasises how
differently the various parties can view
performance.

Revenue rose an impressive 31 per
cent to $US69 million ($99.6 million) in
the year ended December 31, while
annual recurring revenue firmed 27 per
cent to $US59 million, endorsing the
switch to subscription.

This growth would have pleased
most investors, but the $US15 million
cash outflow was more divisive. Those
now allergic to cash burn considered it
abigred flag, while others noted that
operating outflow had improved
steadily to almost breakeven in the
December quarter.

Potentia and Alludo likely view Nitro
through this latter prism, with a clear if
painful path to $US100 million of
revenue, $USI5 million or more of free
cash, and sustainable revenue growth
of atleast 20 per cent.

Hitting these numbers is no sure
thing but if Nitro could do it soon, the
current $US360 million price tag
would be a veritable bargain when the
next IPO window eventually opens.

Doing deals is like a messy blend of
chess, poker, diplomacy and mixed
martial arts. Right now, Alludoisin the
diplomacy phase as its tries to convince
more shareholders to sell. If successful,
it will then face the next problem of
what to do with a 50 per cent stake,
particularly if Potentia is still in there
and seeks to maximise disruption.

In the meantime, though, Potentia
will keep playing poker with Nitro.

The board must now decide whether
to capitulate and grant due diligence or
refuse and risk the total loss of
competitive tension. These are big
decisions with big financial
consequences.

Meanwhile, retail shareholders are
stuck playing a game of chicken.

Powerless to affect the process, they
can still sell for $2.15. That will be great
for some, but not for those who bought
shares at $3.43 in the Connective
placement 14 months ago.

Soit’s probably only half-time in the
Nitro takeover game.

Adir Shiffman is executive chairman of
Catapult Sports and a serial investor and
entrepreneur.
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ASX EXCHANGE TRADED PRODUCTS (ETPS)
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52-Week Days  ASX Last Vol Value Quotes  Face (%) Mat. eel or ol v t eel st or o v r
High  Low _High P low Cote Security Description Sale  00s  '000s  Buy Sell Value pa. Date High __Low Company Name o 100s VYid% % High Ww_Company Name Sale -  100s Vid% %
. . ctivex ArdeaReal .. . - g -1, . . iShares . + | -8.
2650 2306 ActivexArdeaReal 14 460 743 78 | 10872 8938 iShares Glb 100. 9816 +139 255 200 -86
Corporate Bonds 36 296 AiieAustShFd. Y S 85 350 35 | 10015 9245 iSharesGlbAgg. %19 +8 2142 -
10080 9105 9400 9400 MVTHA MERCINVBVMBWU .........oovvvvevvveveevveversinnns 900 9 88472 9400 9405 100 480sa 10/07/26 608 422 Antipodes Global ! - 300 1675 157 9124 79.05 iSharesGlb Con: 8620 +100 A48 187 29
. 47 38 ApostIeDundasGIb. y 6 679 30 -50 | 12889 10802 iShares Gl Health: 12003 +%5 249 115 13
Plaatingato otes B omEmmL G 1 o o) BB MR me g
10200 96.00 10005 10005 AYUHC ~ AUSUNITY SFYM3WU... 10005 0 4402 100.03 10086 100 535q 151224 : .76 BetaS| : - 20 -1 : 55 iShares m Mkt 15 - 13 14
10100 88.00 99.30 AYUHD  AUSUNITY SFYM3WU, 9930 13 130226 9945 100 550q 15/12/%6 42 549 Betad 82 9072 146 161 9136 7457 iShares MSCl Japan. 8350 13 38 81 76
10450 9501 01 50 101.00 C2FHA  CENTCAP2FYM3W 10100 6 87313 101 20 10139 100 7529 20004126 1228 10657 Beted a0 B I b0 83 e s ‘gpafesggggggm e o3 e 1w el
10400 10005 10250 10250 QUBHA QUBEHYM3QU 10250 1 8918 10196 10250 100 7.19q  5/10/23 280 2544 Bat T %0 19 b Wi 1Y e S G 6o D
Convertible Notes 4976 4238 Beta 83 19 116 - 101 ! 80 431 45131 58
100 097 098 098 CAMG CLIMECAPCOVMWU.. 098 100 981 098 099 1 52 3015 B0 NN et gk 2o 3 3B A% XL @ 1%
10170 9600 10000 10000 CVCG  CVCLTDCOYM3WU, 10000 8 119748 10010 10140 100 7.000  22/06/23 210 1735 Beta 97 14 93 300 ’ : ’ 2 8 5% 39
147 146 147 147 ECPGA ECPEMERGECOVM3QUT. 147 18 2712 - 148 143 550q  11/04/27 1836 4020 Bt B 30 133 245 -1 10643 ' ‘Sharesm,asu,y 0 33 57 80 -67
! i i i . i i : ! 7 5.50q 5021 5006 BetaS ) 2 a8 139 1 320 228 LoftusPeakGlb. ; ] 510 - 37
300 250 250 250 FSIGA  FLAGSHIPCOVM3WUT 250 300 75000 250 264 27 550q 11026 i Gl
331 300 300 300 GFLGA GBLMASTERCOVMAQET. 300 100 30000 286 - 31 5500 24/11/26 10.15 52 Beta . A 167 315 - 248 192 Loomis Sayles Gib. 209 - 780 - 65
115 089 100 100 MOZG  MOSAICCOVMSQET ... 100 23 2217 100 140 1 800q  30/09/24 910 .06 Betal | 6 1360 1358 6. 369 282 MagelanGloEqHd 315 2 78 242 -151
10120 8360 8700 8690 NCCGA NAOSEMERGCOVMBWU . 8700 18 152893 8670 8750 100 450sa 30/09/28 417 11 Betal ! 5 156 577 -10. 271 219 Magelan GloOpen 239 43 13720 436 -105
9498 8200 9498 9354 NFNG  NUFARMFINCOYR6QU.... 9498 2 130567 9300 9498 100 7.37sa 15/04/2100 25.%3 1oV Betashares AuSre ) th 43%[11 gg; -23.2 1.36;2 %%? Mageuan‘H\fCon % %3 m 132
N .| X N U OUS| E - . =J. X . lagellan Infra. . - 3 =3
Hybrid Securities 25 683 Betadhares AuTopl 78 o 209 894 38 | 1045 .85 MonashAbsActve 5 -5 191 576 -115
10601 9749 10403 10402 AMPPB AMPNYR3QUT 104.02 5 47850 104.03 104.21 121 .32 BetaShares Climate. 1037 -5 46 217 -117 37 241 MontakaGlb .. 287 . 73 454 212
10343 10140 10300 10280 AN3PF  ANZBANKGRPN 10280 49 503757 10280 102.99 }g gg taShares ‘O'édo 10-% hi zﬁg jgg ;{2 ggg gﬁg MStaf'g“‘SthC g?g ; 132 35% g.;
10555 10412 10459 10435 AN3PG  ANZBANKGRPNYR3QU 10457 58 610.831 10440 10460 48 438 BetaBnares Qe S v R & 848 Muoblmate.. b A S &
10599 10431 10529 10506 AN3PH ~ANZBANKGRPNYR3QU 10509 84 880.626 10497 105.09 200 2517 Badae R %% +10 P8 398 3 (5 1405 NamoeNewworid” 1605 1841 ona
10360 10262 10300 10270 AN3PI  ANZBANKGRPNYR3QU 10289 137 1408203 10280 10300 i 1 poanarss ¢ ’ Iy ; ; ; i
110 749 Elec Veh 88 177 50 -151 341 273 Perpetual Ethical 310 1 49 1088 52
10232 10150 10199 10154 AN3RJ  ANZBANKGRPNYR3QU 10170 93 944922 10170 10200 . - s
X 772 BetaShares Energy .. 75 -6 63 295 188 Perpetual Global 234 434 152 196
10298 8000 8953 8950 AYUPA  AUSUNITYNRGQU... 8953 3 2443 8952 90.00 11.0 63 BetaShares FTSE 1 1030  +14 463 32 54 499 344 Platinum AsiaFund 437 8 9% 318 -105
10575 9825 10338 10320 BENPG BENADEBKLPYR3U 108.30 21 211720 10325 103.31 16.1 1320 Betal 15.14 3 96 749 47 549 424 Platinum Intl Fund . 498 45 492 1053 -79
10598 9793 10498 10450 BENPH BENADEBKNYR3QU 10450 17 182723 10450 10479 1847 1549 Beta 1699 48 0 - 212 143 ResolutionCapGl. 166 15  13%7 379 -
10444 9938 10220 10207 BOQPE BANKQLDNYR3QUT 10220 14 141.807 10207 10220 3008 1877 Beta 2673 -20 8% 1147 62 2112 1805 RussellAuGovBd. 1928 -2 0 164 91
10620 99.32 10370 10331 BOQPF BANKQLDNYR3QUT 10333 22 222346 10335 10350 355 1721 Beta 2336 -46 78 546 -334 2045 1873  Russell AuSel Corp 1962 -4 17439 20
10355 100.25 10355 10310 BOQPG BANKQLDNYR3QUT 10340 49 506229 10312 10340 2 490 07 28 454 - 379 344 SchroderReal Ret. 357 o376 63
£2 2R L M GE oo e g mn e o 2% o a8 L g oo
E E etac X - : =10, . A + . -l
10430  97.80 10389 10365 CBAPI  CWLTHBANKNYR3QUT 10380 111 1147.756 10360 103.80 1064 751 BetaShares Gib Cyb 16 - 1701 868 -168 7079 6302 -23 52 640 35
10300 9608 10264 10236 CBAPJ CWLTHBANKNYR3QUT 10255 208 2136090 10245 10260 688 523 BetaSharesGibEne. 18 - 683 295 144 ggog 21;7 2-7 I 353 34
10276 9340 10266 10225 CBAPK CWLTHBANKNYR3QUT 10266 60 609567 10230 10266 S0 4% Betas A S AT 1382 )R T S o
10395 10009 10320 10261 CBAPL CWLTHBANKNYR3QUT 10285 169 1733695 10288 10293 an iz ne B e 14 22 o Baou i Un 2
10370 9990 10254 10219 CGFPB CHALLENGERNYR3QUT 10220 24 245501 102.18 10249 i 2 o ¢ o ; : SRR
1305 8455 Beta 1061+ 385 79 -155 4420 ! 3570 +24 831312 19
10735 101.00 10519 10496 CGFPC CHALLENGERNVHSOUT 10518 25 260630 10498 10520 o " y
96 753 Betal 928 +11 35 2950 02 SPDRS&PW ex Autidg. 2917 15 37 2872 2.
1090 850 891 891 GCIPA GLENNONCPVMSQU 891 15 13686 901 975 K _
1294 1001 Beta 57 +5 3306 267 90 3298 2568 VanEckAuBanks.. 342 49 50 397 7.
10467 10001 10345 10225 IAGPD  INSURAUSTNYRSQUT . 10254 32 328645 10254 10338 131 9.89  BetaShares Glb Sust H: 1168 -8 133 25 9. 1790 1550 VanEckAuCorpBd 1637 -6 63 29 -8
10300 10110 10257 10225 |AGPE INSURAUSTNYRSQUT 10249 56 569.963 102.35 102.50 18.22 1410 taShares Gol 1617  -32 349 - K 3519 2961 VanEckAuEqWi 3486 17 306 348 6.
10190 9260 9380 9305 LFSPA  LATGROUPNYR3QUT. 9380 19 177.184 9350 9380 1092 850 BetaSharesIndia Gual . 95 49 183 54 B 2585 2457 VanEckAuFloat 2477 4 KPR N
10029 10206 10760 107.18 MBLPC MACQINCOMENYR3QUT . 10721 21 228895 107.20 107.57 1575 1280 BetaShares Japan... 1419 411 19 865 -1 2500 1843 VanEckAuProp 247 -30 179 501 -5
10390 9600 10250 10190 MBLPD MACQINCOMENYR3QUT . 10190 107 1088673 10185 102.00 6.9 490 BetaShares MC Em it 566 -4 24 - A7) 3980 2838 VanEckAuRes.. 3826 +16 A3 475 17,
10597 9970 10488 10444 MQGPC MACQGROUPNYR3QU 10460 73 759529 10460 10469 89 753 CEqglnc. 847 3 93 543 | 2515 2424 VanEck AuSub Deb 267 42 798 28 -
R e g a R e e 'l B FEEEIEET . EEEE
| X . . 1 dl 3 i 3 . . i 3 - 3 . 3 E o + . -19.
10555 100.00 105.34 105.0(5) M8GPF MACgGROUPNYRSgU 105.02 70 732.2;52 105.02 105‘32 33.5 2455  BetaShares Nasdaq 100 2192 +29 2288 329 -15. 10.67 .55 VanEck Em Inc Opp 10.00 +1 463 547 6.
10260 9851 10120 10092 NABPE  NAT.BANKNYM3QUT 10095 34 346081 10094 10149 ﬁg gg{g cta w==§ggd5 oOEUW iggi -13 ?g; 3510 "g-z gggg ;‘ggg vanéctggé‘()?ma gggg 3 egg 135‘6 -‘g-o
10840 10050 10679 10650 NABPF  NATBANKNYR3QUT 10655 65 668975 10650 1063 2180 163 BaSaesSEPIOOYM L. 1043 9 168 7% 4100 | 2150 1425 VanEekFTSEIni i 84 28 151 409 176
10650 9806 10513 10480 NABPH NAT.BANKNYR3QUT 10480 121 1266.784 10466 105.00 0% 1370 33P AU Tedl e s 69 94 %30 1908 VanEckol Qarbon 221 +40 9 ..
10440 9801 10408 10390 NABPI  NAT.BANKNYR3QUT 10408 75 778200 10401 10408 006 286 BetaShares St ALD n 5 P S ) 037 3 S0 1 B 5 145
10700  97.00 10543 10535 RHCPA  RAMSAYKPYRGQT .. 10543 10 101492 10530 10543 Dt 98 BotaSharesSirU Rt S8 746 - 55,60 ¢ ‘0 58 w5
10745 99.97 10433 10307 SUNPG SUNCORPNYR3QUT 10317 43 442189 10316 104.33 240! 1998 BetaShares Sust 2085 -18 157 280 -13: 29.36 15 217 24
10510 9571 10300 10263 SUNPH SUNCORPNYR3QUT 102.63 12 121911 10265 103.22 15.4 1257 BetaShares US Dollar 1399  +22 1051 -4 22.99 . . - 40 415 -135
10320 9427 10250 10220 SUNPI  SUNCORPNYR3QUT 102.20 36 366.228 10220 102.80 13.7 821 BetaShares US StrBear 915  +20 5847 1199 - 41.44 . 3 +40 1307 109 73
10550 9856 10399 10368 WBCPH WESTPACNYR3QUT 10369 169 1758500 10369 103.85 2575 2266 BetaShares WAAuBd . 2385 -11 1 A7 7 4036 } . -7 312 107 114
10600 99.99 10452 10396 WBCPI WESTPACNYR3QUT 10401 93 972043 10400 10434 600 425 elnvestBetterFut.... 486 -2 4 436 -131 2259 i 31 419 13108 8
10614 9750 10479 10440 WBCPJ WESTPACNYR3QUT 10475 128 1335431 10474 10475 411 337 elnvestincome Gen. 385 +1 78907 8 241 9. 54 416 86 207 -53
BB g R m e emeim we g gmome s R RN B
X . -/ i+ X + A =117 K . . - X =J.
’ y y 3 Y ' 94 670 ETF Hydrogen 808 -9 53 08 -49 114 743 80 3 37 557 -189
Awoz.tool 96.(4;0 97.29 :7;0 (VIVHFPB WHITEFIELD CPVM6QU . 9710 7 68069 9714 9825 22 38 %ééﬁ E}E Et{"" (;‘?Ig/%uh 28 _13 ; 438 - %? 32'24 : (1) 5% ; 18? o
ustralian Government Bonds X } ar Glb Tecl A - 54 -13, i ! . 85 58 7.
10783 7713 8708 6708 GSBE4T AUSGOVIBGVMGWU.. g708 1 525 @555 8919 100 300sa 21/0347 % oo87 ETFRobodl. w2 LB 1B ee | i 468 WndiustCapFiiox. p O T S <
1100 10110 10214 10214 GSBG23 AUSGOVTBGVMEWU 10214 10 98565 10211 10600 100 550sa 21/04/23 ; : - ! iy ¢ : Y nox
1016 797 ETFSAP/ASK300H 84 -1 5 577 114 49 4389 Vngd Aust Gov Bon 4664 27 8 21 62
10437 9930 10033 10033 GSBG24 AUSGOVTBGVMEWU 10033 10 101534 9995 10055 100 275sa  21/04/24 1090 73 ETF Semiconductor % w2 sl 86 414 7 5956 Vngd Aust High Ve 08 o S5 504 74
106.66  99.07 10121 101.21 GSBG25 AUSGOVTBGVMEWU 101.21 10 101.211 10095 101. 40 100 3.25sa  21/04/25 11.80 408 ETF UL Nasdag 100, 78 -9 2972 74 484 94, 6830 Vngd Aust Property. 8403 -347 53 471 75
11186 101.60 104.63 104.63 GSBG26 AUSGOVTBGVMBWU 104.63 1 9.208 104.00 100 4.25sa  21/04/26 04 348 ETFUS Nasdaq 100. 97 +8 23195 - 79 97, 79.60 Vnqd AustShridx . 317 -2 2366 688 23
116.82 10251 108.30 107.62 GSBG27 AUSGOVTBGVMEWU 107.62 1 7220 106.25 100 4.75sa  21/04/27 1047 921 ETFUS Treasury. 60 -1 500 - - 54, 46.65 VngdDivBal .. 5072  -19 16 303 -7.0
12640 10295 11100 11100 GSBG33 AUSGOVTBGVMEWU 00 4 40071 10970 11220 100 450sa  21/04/33 16 518 Fidelty GloEmerg 06 -1 50 160 -134 57 4855 Vngd Div Growth 5380 -0 142 364 59
12063 9261 10197 10117 GSBG37 AUSGOVTBGVMEWU L7 2 2043 10150 - 100 375sa  21/04/37 1198 1007 GiobalX Gopper 152 46 151 - 61 5029 VngdDiv High G 5676 -8 315 469 53
8532 7692 8344 8344 GSBIZ2 AUSGOVIBGVMEWU 8344 5 64601 100 1.26sa  21/05/32 1119 973 GlobalXGreen 107 +13 100 - 61 4958 VngdEthic Au 5819 -9 8 472 21
B gnEs M e Maman A RIS L Rl B FLIE EI . EIES
} ! } ) 5 X 5 . I 20 100 275sa 5 : .68 IntellInv Au . + 43 ! ngd Ethic In 18+ 5
9729 9288 9501 9501 GSBU24 AUSGOVTBGVMEWU 95.01 1 6.366 9450 9528 100 0.25sa 21/11/24 .30 2,60 IntellInv Au EIF. .06 -2 539 1232 23 78. 5810V dFTSEAsIaExJp 6772 -H 47 235 121
909 8910 9255 9236 GSBU25 AUSGOVTBGVMBWU 92.36 1 13505 9200 - 100 025sa 21/11/25 1 -72 2.89 IELEIIIHVAma .1; 2—3 ;42 1; 70 117 Xgég gggg gn gggﬁgmseé ing . g?% \]58 ggg 1322 132
10599 8000 9874 9862 GSBU27 AUSGOVTBGVMEWU 9862 1 6411 - 10000 100 275sa 21A1/27 Qa0 Bnarespsiadd., geo® 2Bl toar 872 \nudGbigo o’ a1 08
10648 9329 9893 9824 (GSBU2B AUSGOVTBGVMOWU B4 a0 950 - 100 275 2111128 10077 10021 [SharesCorsCath . 0065 +4 s 120 4 659 3357 VnsdGloValEaic 615 411 129 305 14
10730 9290 9685 9682 GSBU29 AUSGOVTBGVMEWU %8 1 53% - 100 275sa  21/11/29 - 2 iy - ; q S Ry
10887 9657 iShares Core CompBd. 10154 -44 3 147 69 4334 3585 VngdIntCrSecH. 3824 -6 8l 231 -118
965 8262 8572 8572 GSBU32 AUSGOVTBGVMBWU 872 6 49375 - 100 17558 21/11/32 _ . ; :
10652 8576 iShares Core GlbBd Au 92370 83 8 212 111 43 3733 VngdIntlFlIdx Hdg 3865 -7 7 18 -103
10094 8988 9668 9668 GSBU33 AUSGOVTBGVMEWU 968 4 39543 9639 100 300sa  21/11/33 : ; .
27.08 2260 iShares Core MSCIAu . 26.56 18 70 248 46 73. 56.61  Vngd MSCI Au Small Co . 65.14 43 129 554 -51
uE AL =8 S8 S Asomone BE 1A o0 EE O GR BHEmEMGMCT B 4 9 08 ) ap By MR B 4 & T on
1314 - X ! ! . . 9911956 1. 59 3378 iSharesCore d 3925 - 00 72 -108 | 104 y ntiSh. : 7 o
g Toa nm 1m5 &% ARSARa AT a1 T A v S-S i e B8 i
118, E . . . - 115! .75q ¥ 18 iShares Europe. E + . -4. A .21 -16.
[ ]
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i utures and Options
ENERGY FUTURES & OPTIONS INTEREST RATE FUTURES & OPTIONS
Prev  Opening SETTLEMENT Prev  Opening SETTLEMENT Prev Prev  Opening SETTLEMENT Prev
Price  Trade High Low i Change Price  Trade High Low Price  Change Volume O/P Price  Trade High Low Price  Change Volume o/P
NSW Base-load Electricity Future (BN) VIC Base-load Electricity Strip Call Options (HV) 30 Day Interbank Cash Rate Future (IB
Mar 111.00 113.00 114.00 113.00 114.00 3.00 2 1977 May 24 6.33 - - 6.91 0.58 25 130 Feb Y 23 96.760 : ) 96.750 -0.01 3638 45461
Jun 5100 15000 15000 15000  150.00 100 2 1884 May 24 088 097 0.09 2% 20 M 3 96600 %575 0025 210 2115
Sep 14825 14400 14800 14350  148.00 025 2 713 May 24 1561 1724 163 80 0 . Pt 55520 i 005 P s
Dec 97.33 6.50 96.50 96.50 99.00 1.67 12 1695 Nov 2% 388 438 0.50 25 150 pr : g b
Mar 11950 12000 12000 12000 12200 25 15 1254 Nov 24 35 397 045 % o My 2 96435 9380 -0.05 180 2524
Jun 4 12950 12800 13200 12800 13200 25 19 03 Noy 24 1041 2089 148 o s B 96.400 96.330 -0.07 16 523
Sep 24 13000 12850 13300 12850 13250 25 8 55 pov o 105 e bysd % o 2 96.370 9285  -0.085 1 935
Dec 4‘109 B0 %600 O/P 1151196,00 10028 22 8 65 N o 8% i _ 016 088 » %5 Ag 2 96.380 96.280 01 15 1574
ola oume: revious Total Volume: 412 Previous O/P: 7510 Sep 96.375 96.295 -0.08 1%0 610
QLD Base-load Electrlclty Fu!ure (BQ) Oct 28 96.415 96.320 -0.095 150 150
Mar 118.00 121.75 118.00 121.75 6.2 2 5713 VIC Base-load Electricity Strlp Put Opimns (HV) Dec 2 96,500 96375 0125 200 351
& 1?888 e WS W% Tm o df bR e b oo @ W o W BH 0P B 0B 0w
Deg 9700 9728 py 9728 0778 o7 9 800 Total Volume: 157 “Previous O/P: 5294 Total Volume: 4690 Previous O/P: 80329
Mar 12000 11500 12050 11500 12050 05 40 3772 90 Day Bank Acc Bill Future (IR)
éun 4 ggg 8888 gggg 5888 gggl 8} z gg;s Mar 23 9460 96460 96460 96450  96.460 001 19132 231025
ep ! ! ! ! 0. Jn 28 96220 96220 96220 96210 96220 001 21208 192584
Dec 24 800 800 8600 8500 8585  -01 % 212 EQUITY FUTURES & OPTIONS Sep 2 %170 9170 9170 96160 9470 001 1210 154038
Total Volume: 255 Previous O/P: 36531 P CRe SETTLEMENT Py Dec 23 %200 %200 9200 9190 9620  -001 10408 157364
VIC Base-load Electricity Future (BV) Pri Trad High 5 Prce  Ch Vol op Mar 2 9310 96310 96310 96300 96310 001 11262 121600
Mar 2 K S 081 3 D ASK 200 AREITT d"°:‘ '?A:) 9 W roe Thange  Toume Jn 24 6460 96450 96450 96440 96460 002 7% 107674
: : ' : - - ndex Future % 571 7 571 ! 571 -0.01 24 217
moB R MR RS OWR Bn o R W BT e e w0 om0 e 2 IR OED EM o oS om ow o
Dec 2 58.5 58.00 58.00 58.00 60.00 1.50 5 1612 Tota\ Volume: 2 Previous O/P: 4262 . - . g .
Mar 24 1.2 71.00 73.00 71.00 73.27 207 11 1397 Mar 25 96.810 - - %6690 -0.12 1 464
Jn 2 83, 8500 8500 8500 8524 224 10 1492 “‘;r"/“sga""‘"'e““’) 80 7508 00 : , gm0 9.810 96.690 012 4 28
BoA O GmoEe sm @ B A T A
Mar 25 6000 6000 6000  60.00 6000 0,00 10 545 ASX Mini SPI 200 Index future (AM) Mar 2% 96.780 96.640 014 3 4
Jin 25 7525 7650 7650 7650 7650 125 1 51 Feb 23 75120 724200 724200  7242.00 7544 2800 3 B gn 26 96.760 96620 014 6 7
Dec 25 43.76 - - - 43.76 0.00 5 282 Total Volume: 3 Previous O/P: 35 Se % 96.760 96‘620 _0'1 4 4 30
Total Volume: 102 Previous O/P: 13859 ASX SPI 200 Index future (AP] De?: % 96.480 R R R 96.340 014 15 80
NSW Base-load Quarterly $300 Cap (GN) Feb 23 7572 . - 7544 2800 2 39 TotalVolume: 94538 Previous O/P: 1052038
Mar 23 100 1200 1200 1200 12.00 1.00 1 1054 Mar 23 74710 T46T00 747300 746700 7 1,00 31136 293659 :
Jun 23 29.00 29.00 29.00 29.00 31.75 2.75 3 924 Jun 23 7531.0 7502 -29.00 4 1127 20 Year Treasury Bond Future (LT)
gep gg I A ) R 0 kg L8 2 1o Total Volume: 31461 Previous O/P: 204825 Mar 23 96.180 - - %135 0045 100 16606
ec . | . I . Total Volume: 100 Previous O/P: 16606
Mar 24 %5 2600 2600 2600 2753 103 1 58 NSXSPI200 Indexfuture Call Options (AP} 95 3200 4
Jun 24 850 2225 2850 2225 2440 090 12 8 w3 365 _ 385 800 2 pearTreasury Bond Future (VT)
Sep 2% 23.88 - - - 2388 0.00 1 306 Mar 2 2950 R 200 5500 96.875 - - 96.770 -0.105 665 21787
Dec 24 1835 1835 1835 1835 1835 0.00 2 % yar 3 1850 : 155 5350 Toel Volume: 665 Previous O/P; 21787
Total Volume: 84 Previous O/P: 5184 Mar 23 1260 - 106 2000 10-Year T-Bond Future (XT)
QLD Base-load Quarterly $300 Cap (GQ) Mar 23 1000 - 8 1800 Mar 23 9535 96530 96530 96520  965% 0015 70004 994246
Mar 23 28.00 20.00 20.00 20.00 20.00 8.00 2 739 Mar 23 715 - 615 -16.00 1 Total Volume: 70204 Previous O/P: 994246
Jin 28 2300 2400 2400 2300 2300 0.00 2 47 Mar 28 430 - - - 25 -1050 1
Sep 28 2050 205 2050 2050 2050 0.00 7 490  Mar 28 310 6.00 6.00 6.00 25 -850 1 1 3Year1'sondrutuu(m
Dec 23 20 2% 20 2% 22,00 050 12 58 Jun 23 3170 - - - 205 2200 Mar 23 B0 60 B0 9659 96900 001 7420 733567
Mar 24 3800 3400 3700 3400 3799 -0.01 20 456 Jdin B 510 25 -850 Jin 28 96.990 96.900 -0.09 - 4
Total Volume: 75 Previous O/P: 3772 jun gg 3?8 26@ ggg Total Volume: 72420 Previous O/P 733614
. un A - - 5.
xnlc Basez:!oad Quarterly 5300 Cap (GV) . N 6.00 0.00 1 567 Total Volume: 44 Previous O/P: 65
B B i s s ouf B OB | § gepeeepeen 5 g M AGRICULTURAL FUTURES
ar A A . . A ar . .
Total Volume: 50 Previous O/P: 2147 Mar 23 10 05 -0.50 1 Prev  Opening SETTLEMENT Prev
nsw Baszi -load Electricity Sgnp Call Options (HN) 51 0 % - mg: gg % g ; 888 Price  Trade High Low Price  Change  Volume oP
oV . . g
Nov 24 e 3397 210 % 5  Mar 23 05 2 150 12 EASTERN AUSTRALIA FEED BARLEY (UB)
TotlVolume: 193 Previous O/P: 8371 m:: gg ?8 Q-g ggg 12 | Mar 23 315 330 15.00 2 185
NSW Base-load Electricity Strip Put Optmns (HN) Mar 23 15 4 250 7 Tota\ Volume: 25 Prewous of P 18
My 4 30 B0 10 % @2 a2 20 ¢ 20 WA WHERT (WK) 5 ws o 10 841
3 : - - - - ar - - I
Totgl Volume: 178 “Previous O/P: 5029 mg: %g g 8 31,00 31.00 31,00 6_? %gg Total Volume: 10 Previous O/P: 841
QLD Base-load Electricity Strip Call Options (HQ) Mar 23 55 - - - 7 1.50 Eastern Australia Whea (WM)
ay 24 6326 - - 6327 001 375 Mar 23 60 75 150 6 12 Mar 28 381 382 100 310 6269
ay 24 6226 - 6227 001 350  Mar 23 70 8 100 2 9 Jan 2% 390 - - 398 800 50 1115
lay 4 58.53 - 58.52 -0.01 - 275 Mar 23 8.0 8.5 0.50 3 20 Total Volume: 360 Previous O/P: 7384
ay 24 3683 - - - 36.80 0.03 10 300 Mar 23 105 105 0.00 3 9
S A LA L
oV ¥ - - - Y . - ar X -U.
ov 24 5737 - - 573 006 - 30 Mar 23 165 165 000 6 6 NEW ZEALAND FUTURES & OPTIONS
ov 2% 2189 380 380 380 2187 0.02 % B Mar 23 185 185 0.00 2 9 -
Total Volume: 238 Previous O/P: 11873 Mar 23 240 245 050 2 7 'f"f.ev Oq_;rgng P P?"E'TL%":'FNT - %’fg
QLD Base-load Electru:lty Strlp Put Options (HQ) m:-lr gg 183 g 1:1332 ;88 g g ce € 9 oW fice ange olme:
May 24 1700700 17.00 2971 018 % s Mar o B %2 % b 3 5 NZ90 Day BankBill
May 24 001 - 001 0.00 - 250 g “orevious O/p- - Mar 23 9483 9483 9483 9480 9483 003 4508 40966
ay 2 0.0 009 -001 45 TotalVolume: 104 Previous O/P: 159 Jn 23 o067 9468 9468 9465 9467 006 4569 70459
ay 24 002 001 -0.01 300 S&P/ASXZOOResourcesIndex(AR) Sep 23 9485 9484 9484 9484 9485 005 3590 39733
ov 4 0.01 0.01 0.00 20 Mar 23 6277.0 - - 6200 -77.00 2 1 Dec 23 95.12 95.06 95.06 95.06 95.12 -0.06 691 27339
ov 4 0.02 0.02 0.00 250 Tota\ Volume: 2 Previous O/P: 11 - - -
Mar 24 9538 9544 006 o7 1311
Nov 24 067 0.66 -0.01 - 350 S&P/ASX 200 TR Index (AT) Jun 24 95.74 95.84 0.1 26 14
Noy =24 853 e s O 341 006 % 6 % - - 968 2000 17 1500 Sep 2 9.95 - - 96.05 01 % %
Total Volume: 213 Previous O/P: 8547 Tota\ Volume: 17 Previous O/P: 1500 Total Volume: 13436 Previous O/P: 179974
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+ Div Div + Div Div
52-Week Day's ASX or Vol Quotes ¢ per Yield EPS PIE 52-Week Day's ASX Last or Vol Quotes ¢ per Yield EPS PIE
High Low High = Low Code  CompanyName Sale - 1 Buy Sell  Share NTA (%) (¢)  Ratio High Low High = Low Code  CompanyName Sale - 100s  Buy Sell  Share NTA (%) (¢)  Ratio
8.88 6.315 777 7.5 AGL AGL Energy. 7.75 +8 15462 7.75 7.76 50.00 4.85 339  131.30 58 3.785 273 297 293 MPL  Medibank Private . 297 +3 62354 297 2.98 13.00 .59 4.56 1430 206
16.75 8.64 1321 1290 AKE  Allkem. 13.00 -13 21348 1299 13.01 - 5.61 - 5134 183 6.12 452 589 570 MCY  MercuryNZ..... 5.72 -18 19 572 5.89 18.34 2.98 3.06 3432 189
13.76 9.96 1320 1294 ALQ  ALS. 12.95 -24 9048 1294  13.00 32.80 -15 2.83 5435 243 5.03 3.90 499 484 MEZ  Meridian Energy. 4.84 -2 44 4.84 4.96 16.59 1.90 3.14 17.50 305
4000A 2432 40.00 39.16 ALU  Altium. 39.33 -53 2100 39.32 39.35 30.39 2.55 1.18 4206 67.6 96.97 42.75 88.94 8712 MIN  MineralRes.. 88.60 -19 4221 8840 8860 175.00 16.92 113 18487 481
215 1.21 1.705 1.665 AWC  Alumina 1.69 -2 69945 1685 1.695 6.19 .80 5.86 980 125 2.67 1.865 243 2395 MGR  MirvacGp.... 241 -3 158175 241 242 10.20 2.80 422 23.01 10.6
19.03 14.63 17.38  17.20 AMC Arnccr 17.30 -1 1476 1729 17.31 47.38 -2.79 4.06 5530 224 33.75 25.43 31.98 31.64 NAB  National Aust Bank. 31.88 -2 25376 31.86 31.89  140.00 - 473 21050 152
37.55 26.50 31.13  30.53 ALD 31.05 +9 6300 31.03 31.06 93.00 10.78 520  381.40 8.1 7.465 2.38 596 571 NHC  NewHope Corp... 5.94 +15 41179 5.93 5.94 24.00 2.70 829  106.00 5.5
28106  20.784 2576 2542 ANZ 25.58 -17 40845 2557 2558  142.86 - 565 23380 11.0 28.96 16.72 25.68 2419 NCM  Newcrest Mining.. 2453  +208 144033 2453 2454 47.73 17.75 176 10310 156
12.25 9.03 1087 10.75 APA  APAGp.......... 10.87 - 11857 1085 10.87 53.00 -1.29 4.97 19.60 556 13.20 6.60 12.86 1245 NST  Northern Star 12.58 -1 99299 1258 12.62 19.50 6.98 1.69 36.80 345
41.68 30.36 36.41 36.05 ALL 36.38 -7 10150 3626 36.45 52.00 323 143 14230 256 17.22 12.35 15.16  14.80 ORI  Orica..... 15.16 +19 5041 15615 1517 29.50 5.62 2.34 3467 431
90.61 65.25 7128 70.05 ASX  ASX........ 7.1 +39 3474 7106 7114 227.60 6.03 334 26270 270 8.15 513 721 712 ORG  Origin Energy 7.1 +6 27153 7.20 7.21 20.00 4.35 406 -138.34  98.0
7.803 5.812 7.05 695 ALX  AtlasArteria . 6.96 -14 13498 6.96 6.99 33.64 144 5.51 2046 347 28.025 15.82 2797 2793 0ZL  OZMinerals.... 27.95 -1 9681 27.93 27.96 26.00 1118 93 11120 251
794A 624 794 779 AA  Auckland Intl Airport. 7.82 -7 4861 7.81 7.83 - 4.99 144 13.01  66.7 5.66 1.975 487 4745PLS  Pilbara Minerals . 477 -12 146752 477 4.78 - 43 - 1847 265
4245 343 375 369 AZJ  Aurizon Hldgs.. 3.74 +2 371583 3.73 3.74 24.90 228 5.75 2780 134 6821A 3654 6821 67.14 PME  ProMedicus. 6719  -145 1360 67.16  67.56 18.00 .76 32 4250 161.3
10.83 7.71 10.05 992 BEN  Bendigo & Adel 9.96 -10 14859 9.96 9.97 53.00 - 527 7760 13.0 6.62 421 650 6.37 QAN 6.49 +7 49573 6.48 6.50 - -52 309  -45.60 71
53.72 35.83 4870 48.08 BHP  BHPGp.. 48.20 +29 61672 4813 4820 347.39 12.50 967  399.20 8.6 13.95 10.00 13.33  13.07 QBE 13.28 +8 22836 1328 13.29 21.67 6.00 212 3114 303
2243 14745 19.18 18.99 BSL  BlueSco| 19.12 +13 12834 19.09  19.12 31.00 15.26 263 49536 34 3.16 243 3075  3.04 QUB 3.05 -3 26709 3.04 3.0 6.50 1.19 2.05 710 433
13.13 9.32 12.30 12.165 BXB  Brambles . 12.27 +1 17435 1226  12.28 21.51 231 2.64 4018 218 84.58 55.73 67.01 66.15 RHC 66.47 -69 2265 6647 6648 151.50 -8.15 144 11610 57.8
111.38A 8698 111.38 110.39 CBA  C'wlthBa 110.75 -40 13254 110.62 110.75  375.00 - 346 54150 205 144.50 93.77 12649 124.12 REA 12445  -222 2255 12443 12535  147.00 348 129 29130 435
2347 16, 2340 23.00 CAR  Carsales.com 23.02 -39 4818 2298  23.02 46.88 144 211 56.80 412 20.94 12.93 17.23  16.95 REH 17.14 -18 3467 1710 17.14 19.50 219 1.30 61.00 284
7.83 . 7.355  7.18 CGF Challen?_?r 7.32 +12 14913 7.31 7.33 22.00 5.00 3.19 3310 217 36.10 21.37 32.33 32.02 RMD 32.03 -28 6945  32.03  32.04 17.20 1.07 7 5490 420
17.19 10.50 15.17 14.805 CHC Charter 14.81 -48 21597 14.81  14.92 40.13 6.62 270 191.00 8.0 128.78 87.60 12517 12323 RIO 12401 +107 11615 124.00 124.03  804.02 40.61 7.81  1085.80 8.1
3.31 2.51 276 272 CIeanawayWas 2.75 -1 15625 2.74 2.75 4.80 -22 1.78 380 725 8.855 6.77 7.05 697 STO 7.01 +2 96419 7.01 7.02 14.09 4.94 325 4810 104
23643 18462  221.69 219.51 COH Cochlear.. 220.28 168 882 219.61 22042  295.00 19.66 135 43960 505 3.24 242 310  3.06 SCG 3.07 -3 101298 3.07 3.09 14.25 3.66 476 1859  16.7
19.65 15.97 18.15 17.98 COL  ColesGp.. 18.14 -1 17252 1814 1815 61.00 .95 347 7870  23.0 31.78 18.78 25.64 25.08 SEK 25,57 -6 12616 2545 2559 43.00 91 1.72 66.66 385
28.34 19.46 2471 24.04 CPU  Computersl 24.59 +568 22000 2457 24.60 34.01 -3.23 225 3762 457 23.285 15.82 22.94 2240 SV\W 22.44 =27 2207 2244 2248 46.00 3.64 203 10812 210
7.99 6.18 741 | Contact Energy 7.04 -5 3 7.06 7.40 33.34 2.80 4.36 2340 332 39.00 29.34  31.605 30.96 SHL 31.14 -70 8329 3113 3117 95.00 -19 314 30250 105
31421 A 240.10 . CSL 311.92  -189 6093 311.83 311.98 218.10 35.98 1.01 48000 46.7 5.44 3.40 468 458 S32 461 -7 79889 4.60 4.61 12.37 3.32 7.32 57.00 59
11.30 7.375 . 8.37 -21 35452 8.37 8.41 53.20 12.16 620 148.36 58 5.095 4,045 483 478 SPK 4.82 - 3745 481 4.83 27.31 31 512 2190 242
107.11 49.83 . 7224 -70 2666 7218 7228  173.50 -5.94 215 18300 398 5.59 427 536  5.22 SDF 5.36 +1 23085 532 5.36 12.20 -.08 248 17.85 294
43.00 31.10 . 40.04 -15 82 39.88 4095 83.35 -.62 192 12695 347 4.37 3.16 414 4,075 SGP 4.08 -11 79057 4.07 4.08 26.60 4.31 6.30 59.79 7.0
8.40 6.19 . 6.93 +12 56277 6.90 6.93 19.50 -18 297 2760 247 12.915 9.85 1236 12.19 SUN  SuncorpGp . 12.36 +3 20444 1235 12.37 63.00 592 3.24 5132 240
4.75 1.80 . ? 3.23 -2 139349 3.23 3.24 8.00 1.78 1.85 17.70 183 15.14 9.55 1481 1445TNE  Technology 14.65 +2 5418 1464 1470 14.29 16 1.03 27.38 535
28.89 16.11 ¥ Fisher & Paykel 24.27 -7 2366 2424 2429 41.09 2.56 1.51 4320 617 417 3.615 417 411 TS  TelstraCorp ....... 4.14 -1 175974 414 415 11.00 .62 3.25 1430  29.0
22.99 14.50 . . Fortescue Metals Gp 21.96 +1 50365 2195 21.96 21558 8.05 943  201.00 78 7.10 3.90 6.95 6.85 A2M 6.87 -5 10695 6.87 6.89 - 1.30 - 1649 461
2524 15.57 2081 20.39 GMG GoodmanGp.. 2043 -52 31250 2041 2049 30.00 8.37 143 17880 117 4935A 3905 4935 4875 TLC 493 +3 44770 4.92 493 - -1.23 - 1560 314
5.27 3.68 473 4655 GPT GF‘TG 4.66 -10 55042 4.66 4.69 23.20 6.09 525 62.30 76 6.75 4495 484 464 TPG 4.80 +12 19008 479 4.80 16.50 -7 3.74 11.00 426
5.74 3.53 440 418 HVN 4.21 -20 49927 420 422 35.00 3.37 8.50 65.04 6.8 14.93 12.25 1414 13.905 TCL  TransurbanGp . 14.03 -15 356362  14.02  14.04 41.00 -2.21 3.70 .64 2000.0
32.14 20.53 32.02 31.31 IEL 31.46 -66 5132 3145 3150 13.50 15 84 3679  87.0 14.84 10.38  14.805 14.52 TWE  Treasury Wine... 14.72 -7 22066 1470 1473 28.00 3.30 210 36.30 408
17.32 9.23 1467 14.44 1GO 14.44 -20 24950 1444 1445 10.00 454 68 10944 134 2.15 1.615 210 2,065 VCX  Vicinity Centres.. 2.07 -1 88987 2.07 2.08 4.70 2.36 5.00 26.64 7.8
12.236 7.706 1138 11.09 ILU 11.14 -1 10398 1113 11.15 24.00 3.76 329 12217 9.2 55.19 40.03 50.74 50.20 WES ~ Wesfarmers ... 50.55 -13 11053 5052 50.55  170.00 2.94 355 20760 244
417 2.90 353 3425 IPL 3.53 +11 128300 352 3.53 18.30 1.55 7.89 52.10 6.6 24.67 18.80 23.96 23.675 WBC West ac Banking . 23.85 -7 36857 2382 2386 121.00 - 523 15240 157
8.64 6.63 825 819IFT 8.19 +2 1 8.10 8.18 18.41 229 2.09 -4.05 1408 29.17 22.52 28.85 28.54 SOL H Soul Pattinson 28.68 -15 3075 2868 28.72 65.00 23.00 250 -2580 235
5.10 4.02 469 454 IAG P 4.60 -13 137622 4.60 4.61 19.00 112 2.33 1333 355 11.04 2.79 848  8.07 WHC Whltehaven Coal.. 8.46 +24 73234 8.45 8.46 8.00 4.39 584 19510 4.2
50.98 25.84 34.38 33.62 JHX  James Hardie Ind 33.63 -93 16154 33.58 33.82 40.00 291 211 11600 213 63.37 3411 61.925 60.19 WTIC  WiseTechGlb... 60.19  -181 6097 60.14  60.19 8.60 1.08 18 59.70 104.2
5165  30.995 4234 4137 JHG  JanusHenderson. 221 +75 959 4148 4243  156.03 6.00 546 26300 133 39.58 26.30 36.19 35.69 WDS  Woodside Energy . 36.05 +42 30639 36.04 3607 134.92 19.11 859  314.80 8.1
56.85 36.69 48.04 4724 JBH  JBHi-Fi......... 47.81 -29 6372 47.78 47.83  270.00 2.28 6.57 47745 101 39.63 31.67 36.59 36.26 WOW  Woolworths Gp 36.54 +3 10592 3653  36.55 94.00 .58 252 12573 291
12.29 711 890 8585LLC Lendleaser 8.67 -30 24463 8.67 8.68 17.00 8.30 178 -1845 344 16.06 11.33 15.18  14.81 WOR  Worley. 15.18 +8 12825 1518 1519 50.00 -91 3.31 3260 463
11.59 7.28 943 928 LYC  LynasRareEarths. 9.28 -12 21539 9.28 9.34 - 1.82 - 59.70 157 120.00 62.85 81.98 80.365 XRO ero.. 8083 -116 4668 80.62 80.86 - 46 - -11.45 12500
21146 14951  190.64 188.02 MQG acquarie Gp ... 18897  -146 6203 188.94 189.03  622.00 67.26 341 127030 150 715 2.76 6.005 583 YAL Yancoal 5.98 +7 18096 5.95 5.99 50.00 455 1738 200.70 29

Money, Overseas & Commodities Markets
I ~ el lbroker

AUSTRALIAN DOLLAR

EXCHANGE RATES "
sell/buy sell/buy TREASURY TENDERS WHOLEsALE MARKET ) Semi-Government Bonds
US, dollar .. 0.6946/0.6946 Norway, krone ........ 7.0872/7.0910 :'::z:':f ::::r I‘e“:lﬁ: 1B 1422 - 3 February 2023 ggé%a;‘nvlgrgéfggtﬁsofselededAustrahaﬂ Cpn State Matuity  Yield Chg%  Cpn State Matuity  Yield Chg%  Cpn State Matuity  Yield Chg%
gllfr'o%zugﬂr'o g.gzgg;g.gzgz :::.usmérﬁ:: ;9401.3!13;;9512.411; Serles Offered: 3.25% 21 Apr 2029, Amount offered $500 min. Amount allotted  Treasury Bonds 100 ACT 17/04/23 32671 00397 200 NT 21/04/31 4.1422 0.0907 225 TAS 22/01/32 4.1675 0.0915
Brunei, dollar 0.9064/0.9386 Philinpines. peso. . 37.785/37.701  $500 min. Weighted average bid: 3.2042%. Worst bid-Best bid: 3.23-3.185 (%). Yield pay 400 ACT 22/05/24 3.5829 01045 250 NT  21/05/32 4.2558 0.0868 ~ 2.50 TAS 21/01/33 4.2790 0.0730
Canads, dollar . 0.9305/0.9310 Sa g’&rab!apr‘ . 2.6055/2.6076  Number of bids allocated in full: 6. Coverage ratio: 3.78. Coupon Maturity %pa  Chg% 125 ACT 22/05/25 3.4611 0.0696  3.75 NT  21/04/33 4.3802 0.0872 175 TAS 22/01/36 45636 0.0771
Car B e T10e S e iono.91os  Results of Tender Number TB 1421 - 1 February 2023 550%  21/04/23 33242 00465 250 ACT 21/05/26 35176 0.0871 410 NT =~ 21/11/42 48958 00720 235 TAS 23/08/41 4.9511 0.0726
ina, yuan enminbi 4. s ingapore, dollar ... y Series Offered: 3.75% 21 May 2034. Amount offered $700 min. Amount allotted  2.75% 21/04/24 32618 00800 300 ACT 18/04/28 3.6540 0.0956 425 QLD 21/07/23 3.4850 0.0800 435 1A 02/05/46 5.0976 0.0692
gi;"mf”':rkmne' ------ jzgg;mgfgg gg'&g‘:?ﬂ';dg'ﬁé 12511632‘}?12133‘2‘ $700 min. Weighted average bid: 3.6072%. Worst bid-Best bid: 3.645-359 (%).  0.25%  21/11/24 3.1271 00558 225 ACT 22/05/29 3.7947 0.0035 300 QLD 22/03/24 35289 0.0874 109 yic 20/11/23 3.5851 0.0807
’ P : ' A g Number of bids allocated in full: 1. Coverage ratio: 5.1171. 3.95% 21/04/25 3.0671 00797 175 ACT 17/05/30 39360 0.0869 ~ 575 QLD 22/07/24 3.4899 0.0681 55y o 17/19/24 35000 0.1074
French Pacific, franc .~ 75.97/76.32 SriLanka, rupee ......254.650/259.166  Results of Tender Number TB 1420 - 30 January 2023 .y 175 ACT 23/10/31 40737 0.0831  4.75 QLD 21/07/25 3.4490 0.0860 > /12/24 3. g
HongKong, dollar .... 5.4510/5.4517 Sweden, kiona........ 7.3255/7.3294  Series offered: 2.75% 21 May 2041. Amount offered $300 min. Amount allotted o200 2/11/25 30720 00865 o0 e 5010732 41463 00855 325 QLD 21/07/26 34767 0002 080 VIO 20/11/25 34686 0.0876
) ; 425%  21/04/26 30978 00913 550 VIC 17/11/26 35114 0.0950
IRt i 1 1048191104580 Thama berr. 22 ¢otarb0 o006 (sg?on In. Weighted average bid: 3.9474%. Worst bid-Best bid: 4007589275 gsox 210926 3194 o0sss 400 NSW 20/04/23 3.3699 00563 275 QLD 20/08/27 3.5482 00953 (e 19?11?27 36067 0.0927
ndonesia, rupial : .0 Thailand, baht.........22. : 5). Number of bids allocated in full: 18. Coverage ratio: 2.95. iy : ’ 6.00 NSW 01/05/23 3.4150 00205 325 QLD 21/07/28 36301 0.0974 1. : :
Japan, yen ... 91.47/91.48 Tonga, pa'anga 1.5820/1.6600  Results of Tender Number TB 1419 - 9 December 2022 475% - 21/04/27 31461 0.0921 oo o 0dh0on 35300 00679 250 OLD 06/03/29 37150 00995 300 VIC 20/10/28 3.7031 0.1011
Malaysia, ringgit ...... 2.9448/2.9482 Gold-1oz,............. 2703.70/2704.26  Series Offered: 0.25% 21 Nov 2025. Amount offered $700 min. Amount allotted g;gz %égg; g%gg ggggg 500 NSW Qofogfm 35082 00922 325 SLD zlfogfzg 37447 00097 250 VIC 22/10/29 3.8248 0.0948
New Zealand, dollar .. 1.0969/1.0970 $700 min. Weighted average bid: 3.0602%. Worst bid-Best bid: 3.085-3.045 ) . ’ 1.25 NSW 20/03/25 3.4106 0.0851  3.50 QLD 21/08/30 3.8498 0.0953 150 VIC 20/11/30 3.9708 0.1001
(%). Number of bids allocated in full: 1. Coverage ratio: 4.9729. 2.75%  21/11/28 3.2339  0.0900
(76). Number of bids allocatod in k. 1. jooverade ratio % 305% 2104720 3265 00ssa 400 NSW 20/05/26 34615 00920 125 QLD 10/03/31 3.9501 00864 475 VIC 20/11/30 3.9948 00835
WHOLESALE MARKET Serls Offered: 3.00% 21 Nov 2033, Amount offered $900 min. Amount allotied ~ 2.75%  21/11/20 33088 00858 300 N SVOVAL 30800 00008 15 M3 BUOME 3RS BOR8 150 WO 10/09/%1 40629 00939
CROSS RATES - MAJOR CURRENCIES $900 min. Weighted average bid: 3.3%6%. Worst bid-Best bid: 3.4126-3.3875 e 3 OE% 300 NsW 15/11/28 36698 0.1033 150 QLD 20/08/32 41031 00926 225 vig 15?()9;33 43199 00889
N NZD  USD  £8tg  Euwo Sfanc  Yen (T:). um erl od |sda ;caed \: ud. . Coverage ratio: 2.7778. e 21%6;31 3203 00ses 300 NSW 20/04/20 37373 01018 650 QLD 14/03/33 4.1295 00973 535 vic 20/11/34 44225 0.0890
1 06331 05247 05864 05858 83.375 ‘easury Indexe ond Tender 3.00 NSW 20/02/30 3.8348 0.0913 2.00 QLD 22/08/33 4.2080 0.0932 200 VIC 17/09/35 4.5062 0.0847
15790 108267 09262 09248 131603 e Of Tem ot e o aa7. ot oot 2022 o min. Of 10 o1oial sass Oorss 600 NSW 0L/05/30 37735 01058 175 QLD 20/07/34 43137 00844 y7e wiC 150036 45312 0.0867
19054 12065 1 14175 11160 158900  accepted $150 min. Weighted average offer 05016%. Worst ofier Best offer.  175%  21/11/32 34593 00785  3a0 Naw 20/03/91 3908 0oats 20 Sb 10/0ardy 4oeas osas 200 VIC 20/11/37 46697 0.0760
17047 1.0797  0.8947 1 09987 142197  0.595-0.47 (%). No. of offers allocated in full: 11. Total coverage ratio: 3.4333.  4.50% 21/04/33  3.4602 00794 'zy N 20/02/32 41205 00910 295 QD 20/11/41 47219 00563 200 VIC 20/11/40 47211 0.0541
17067 1.0809 08958  1.0012 1 142361 Treasury Note Tender ggg/ﬂ ﬁ/éé/gi ggﬁg gg;?g 250 NSW 22/11/32 4.1620 0.0913 420 QD 20/02/47 4.7471 00561 225 VIC 20/11/40 4.7872 0.0632
11980 75924 62730 7.0290  7.0238 1 Results of Tender Number TN 03/23 - 2 February 2023 5% /05/ - : 200 NSW 08/03/33 4.2288 0.0893 225 QLD 28/10/50 4.6896 0.0667 ~ 225 VIC 20/11/41 48031 0.0563
’ ' " ' ' Maturity Date Allocated ($m)  Yield (%) Yield Range (%) ~ 279%  21/06/35 36042 00786 175 Nsw 20/03/34 4.3172 0.0844  4.25 SA 20/11/23 36150 0.1000 2.25 VIC 20/11/42 4.8253 0.0615
12 May 2023 1000 3.4357 3633 >/%%  21/04/37 37037 00707 350 Nsw 20/03/34 4.2773 0.0863  2.25 SA 15/08/24 35219 0.0919 400 VIC 06/11/47 4.7854 0.0554
INTEREST RATES 09 June 2023 1000 35039 36533 325%  21/06/30 37990 0.0615 275 NsW 20/02/35 4.3857 00825 275 SA 16/04/25 3.4437 00812 240 VIC 18/08/50 4.7919 0.0520
Jan 30 Febg 07 July2023 500 3.5539 3.7-3.495 gvégz‘] 51/82/3% 3'3(% g-gggg 350 NSW 20/11/37 45649 0.0810 300 SA 20/07/26 34987 0.0935 600 WA 16/10/23 3.6050 0.1100
Cash Rate Results of Tender Number TN 02/23 - 19 January 2023 300 2&06;51 39000 00563 ggg mngv é(;/éé/tlo 47388 00594 300 SA 20/09/27 35845 0.0908 250 WA 23/07/24 3.4954 0.0799
; Maturity Date Allocated ($m)  Yield (%) Yield Range (%) 3| ; ' : /05/41 4.7566 0.0582  3.00 SA  24/05/28 36750 0.0938 500 WA 23/07/25 34359 0.0904
Overnight, average 11amrate ..................... 3.10pc 3.10pc 3.00%  20/09/25 -0.1262 00700 225 NSW 20/05/42 4.7710 0.0623 275 SA  24/05/30 3.8940 0.0940 300 WA 21/10/26 3.4795 0.0953
Exchange Traded Bonds 24 March 2023 1000 3.2496 3.34-3.17 0.75% 21/11/21 04752 00777 245 NSW 24/08/50 4.7404 0.0502 175 SA  24/05/32 4.1439 0.0849 3'00 WA 21§10;27 3.5465 0'0980
3year (2026) close price 104.54 10400 28 May2023 1000 3.3809 349852 250%  20/09/30 07776 00743 600 NT 15/03/24 35695 0.0724 175 SA 24/05/34 43750 0.0825 3oz wn 20/07/28 36090 00952
; 23 June 2023 1000 3.4349 3.55-3.39  026%  21/11/32 09931 00762 275 NT 21/10/24 37095 0.0688 200 SA 23/05/36 4.5890 0.0835 /07/28 3/ g
5 year (2028) close price .. 94.77 96.58 /10/ /05/ 275 WA 24/07/29 3.7485 0.0993
10year (2033) close price 11096 10970 Restlts of Tender Number TN 01/23 - 12 January 2023 200%  21/08/35 11425 00831 600 N 15/03/26 35025 0.0812 225 SA 24/05/40 48772 00922 7.0 b ohnihel sl
¥ 2051) cl p‘ : : 7 2' Maturity Date Allocated ($m)  Yield (%) Yield Range (%) 1.25% 21/08/40  1.3075 0.0845 275 NT 21/04/27 3.5995 0.0876 400 TAS 11/06/24 3.5614 0.0846 s /10/ - -
30year (2051) close price ... 635 6250 24 March 2023 1000 32307 335516 100%  21/02/5 13625 00800 350 NT 21/04/28 36893 00937 325 TS 19/02/26 34950 00890 175 WA 22/10/31 39861 0.0844
International 26 May 2023 1000 3.3881 3.55-3.29  Alyieldsinthis table are closing rates. 200 NT 21/05/29 3.8523 0.1000 3.25 TAS 24/01/28 3.6510 0.0830  2:00 WA  24/10/34 4.2625 0.0775
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EU pushes back
against green
tech poaching

Sarah White and Guy Chazan

Paris | Berlin | France and Germany’s
economy ministers will ask the US to
lay off making “aggressive” overtures
to European companies in a bid to lure
their green investments across the
Atlantic, French officials said ahead of
a visit to Washington this week.

France’s Bruno Le Maire and Ger-
many’s Robert Habeck are due to hold
talks with White House officials on
Tuesday (Wednesday AEDT) to under-
score European Union concerns about
President Joe Biden's landmark cli-
mate legislation, the Inflation Reduc-
tion Act, and push for better co-
operation.

The $US370 billion ($533 billion) US
package, which contains hundreds of
billions of dollars in subsidies for green
tech, aims to bolster investment in
everything from electric carmakers to
renewable energy producers.

The bill, originally intended to chal-
lenge China’s dominance of green tech,
is conditioned on manufacturing being
local, which has sparked fears that a
growing number of businesses consid-
ering investments in Europe would
pivot to the US instead.

Mr Le Maire and Mr Habeck will ask
the US not to go above and beyond that
framework by actively trying to poach
EU businesses, the French officials
said. Representatives of economic bod-
ies from several US states, including
Michigan and Ohio, toured Europe in
recent months to tout the incentives.

“What we're looking for are not only
exemptions, but also to have a mutual
understanding to avoid a subsidies race

and also to avoid aggressive tactics
involving the US administration going
to see European companies to ask
them if they want to move their factor-
ies to the US,” one of the French offi-
cials said. “You don’t do that among
friends.”

There was “enough room for every-
one”, the second official said.

During their joint trip to Washing-
ton, Mr Habeck and Mr Le Maire will
meet US Treasury Secretary Janet
Yellen, Trade Representative Katherine
Tai and Commerce Secretary Gina
Raimondo.

The EU has repeatedly pressed for
exemptions to the US climate package
to help some European businesses
benefit from the subsidies without
uprooting their production.

Lower energy costs in the US, which
is less directly exposed to the impact of
Russia’s invasion of Ukraine on global
markets for oil and gas, are also making
that market more attractive for some
manufacturers.

The Le Maire and Habeck visit, billed
in part as a show of unity between
France and Germany at a time when
relations have been strained by the
energy crisis in Europe and the fallout
from the Ukraine war, is unlikely to
yield much in terms of room to move,
the officials said.

The main exemption obtained so far
allows electric cars built outside North
America to qualify for some tax credits
offered to US drivers, a shift that could
benefit German auto manufacturers in
particular. German officials have
expressed concern that some in the US
Congress want to revisit the comprom-

ise on electric cars. “There have been
efforts made by some to reopen it, and
we want to signal how important it is
for us that this agreement is pre-
served,” said one.

Mr Habeck and Mr Le Maire also

hope to persuade the US to show more
flexibility when it comes to local pro-
duction requirements contained in the
IRA for critical materials used in elec-
tric car batteries, German and French
officials said — one area where there are

You don’t do that
among friends.

French official

already co-operation treaties between
the EU and the US.

They will also press for transparency
on the level of US subsidies handed out
to businesses, which could allow the
EU to match some of the incentives.

The European Commission is gener-
ally in charge of trade policy for the
bloc. However, a German official said it
was “very important that [France and
Germany] explain [to the US] from a
national perspective what kind of effect
the IRA could have on us, and the chal-
lenge that it presents”.

The EU is preparing its own
response to the US climate program,
which includes loosening restrictions
on subsidies in Europe and extra fund-
ing for green tech businesses.

How a spy balloon popped the warming of US-China ties

Opinion

Gideon Rachman

For some time, American officials have
talked about the need to “puta floor”
under the sharp deterioration in US-
Chinarelations.

But the controversy surrounding the
Chinese spy balloon (which Beijing
insists was a “civilian” vessel blown
accidentally into US airspace) has
dashed efforts to gradually improve
relations between the two countries. A
visit to Beijing by Secretary of State
Antony Blinken was cancelled.

Even before the current crisis, there
was very little trust or warmth left
between Washington and Beijing. Both
sides understand that tensions are
dangerously high. General Mike
Minihan, head of the US Air Mobility
Command, recently predictedina
leaked internal memorandum that the
USand China “will fightin 2025”-asa
resultof a Chinese attack on Taiwan.

While Minihan’s views do not
represent a settled consensus within
the US government, they do reflect the
fevered nature of the debate between
Western officials about China’s
intentions towards Taiwan.

Therise in military tensions has also
led to a much more determined
American effort to restrict the supply

A

of cutting-edge technology to China.
New restrictions on the export of
semiconductors and related equipment
to the country have been announced,
threatening its high-tech sector and
some leading Chinese and Western
companies. Talk of the two economies
“decoupling” is now routine - although
the reality is that the volume of trade
between the countries further increases.
Itishardly arevelation that China
and the US are spying on each other.
But the progress of the balloon from
Alaska through Canada and down past

Montana has a certain Hollywood
quality that has fascinated television
audiences and politicians across the US
—increasing pressure on the Biden
administration to respond.

By historic standards, the episode
looks like a relatively minor infraction.
Between 2010 and 2012, China is
believed to have dismantled CIA
operations within its borders—
executing atleasta dozen US sources.

In 2015, it was announced that China
had successfully hacked the US Office
of Personnel Management, gaining

High stakes: Xi
. Jinping and Joe
. Bidenat the G20
5 summit in Bali last
. year. PHOTO: AP

access to the personal data of more
than 4 million current and former
federal government employees.

The US has intensified its own
intelligence-gathering efforts aimed at
China. In 2021, the CIA announced the
formation of a new China mission
centre to “address the global challenge
posed by the People’s Republic of
China”.

The increased surveillance
capabilities of the Chinese state, linked
to the rise of the smartphone, have
made it increasingly difficult for

Western intelligence agencies to run
agents within China.

But the technological surveillance
capacities of both Washington and
Beijing further expand. One oddity
about the Chinese spy balloon is that, in
the age of spy satellites, it sounds like a
technological solution from a previous
era. Spy balloons were employed as long
ago as the French revolutionary wars.

The currentincident is, however,
particularly inflammatory given the
already-heated US political debate
about China.

Leading Republican politicians used
the balloon’s journey across the
country to accuse the Biden
administration of weakness towards
Beijing. The White House’s decision to
shoot the balloon down just off the
Atlantic coast may have reflected
domestic political imperatives, as
much as national security ones.

China has its own nationalists and
hawks to satisfy. They, too, may
demand aresponse to the US attack on
the balloon, which the Chinese
government has called a serious
violation of international conventions.

Inrecent weeks, more moderate
voices in both capitals had been
cautiously trying to restart dialogue
between the two countries. Those
efforts are over - for now. But
eventually, the stakes are too high for
diplomacy between China and the US
to fall victim to a spy balloon.
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Newcrest up on Newmont bid; ASX falls 0.3pc

Vesna Poljak

Newcrest shares rallied 9.3 per cent
after the world’s biggest gold miner,
Newmont, proposed a share-based
merger with the ASX’s largest gold
company.

The all-scrip deal would give New-
crest shareholders 0.38 shares in
Newmont for each Newcrest share
they own, and paves the way for secur-
ities in the enlarged Newmont to trade
in Australia via Chess Depositary
Interests, or CDIs, in the same way that
former Afterpay shareholders now
own Block.

Newcrest was revealed as a takeover
target by The Australian Financial
Review’s Street Talk on Sunday.

The shares closed at $24.53.

Barrenjoey speculated that Newcrest
could defend itself from Newmont with
a strategic break-up of the business to
ascribe improved value. The board

We think its [Lihir’s]
position in the
portfolio might be a
driver of the
valuation discount.

Daniel Morgan, analyst.

may evaluate a spin-off of Lihir “as we
think its position in the portfolio might
be a driver of the valuation discount we
observe in the share price”, said analyst
Daniel Morgan. He values Newcrest at
$24.43 a share assuming a long-term
gold price of $2400 an ounce.

The S&P/ASX 200 Index dropped 0.3
per cent or 19.1 points to 7539 points;
the All Ordinaries fell by the same mar-
gin to 7745.9.

BHP Group rallied 0.6 per cent to
$48.20 and Rio Tinto firmed 0.9 per
cent to $124.0L Iron ore traded in the
spot market fell 29 per cent to
$USI121.30 a tonne in Singapore on the
March futures contract. In energy,
West Texas Intermediate rose 0.2 per
cent to $US73.54 a barrel on the March
contract and April Brent crude added
0.3 per cent to $US80.18.

Beach Energy added 3.7 per cent to
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$1.54; its Waitsia gas project was
unlikely to produce LNG before 2023,
and it would cost an extra $50 million
to develop after the collapse of Clough.
It now expects the Waitsia gas develop-
ment to cost between $400 million and
$450 million, having previously fore-
cast the build at between $350 million
and $400 million.

In the All Ords, Nick Scali fell 13 per
cent to $10.80 on evidence of a weaker
order book after its first-half profit,
delivering an 80 per cent increase to
$60.6 million. Nick Scali lifted its first
half dividend to 40¢ a share from 35¢.

Citi analyst Sam Teeger said cus-
tomer orders in January for future

delivery of Nick Scali brand sofas were
down 12 per cent on the same time a
year ago, a sign of slowing demand.

Endeavour Group rose 1.8 per cent to
$6.93 after NSW Premier Dominic
Perrottet said all gambling on poker
machines would be cashless in five
years’ time, with self-determined lim-
its, if he were to win re-election on
March 25.

According to broker E&P, a 10 per
cent reduction in Endeavour’s NSW
gaming revenue would result in a 1 per
cent decline in group net profit. That is
based on NSW representing 16 per cent
of Endeavour’s electronic gaming
machine revenue.
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Magellan was flat at $9.23 after
reporting an increase in funds under
management in January marred by net
outflows of $500 million, including
$300 million of retail money and $200
million pulled from institutions.

Total funds under management
(FUM) still climbed to $46.2 billion at
January 31from $45.3 billion at Decem-
ber 30.

ARB dropped 0.2 per cent to $33.32
after reporting a 30 per cent decline in
interim net profit. Its bottom line was
within the range of $64.0 million to
$64.6 million, a decline of 29.7 per cent
from a year earlier. The profit result
reflected the lower sales and the infla-

Credit Corp Group
SOURCE: BLOOMBERG

tionary impact on the company’s cost
base, ARB said.

Downer EDI has been selected as the
preferred applicant to deliver the
Queensland Train Manufacturing Pro-
gram (QTMP). The QTMP will support
rail manufacturing in Queensland, as
well as the Cross River Rail project and
the 2032 Brisbane Olympic and
Paralympic Games. The stock added 1.8
per cent to $3.92.

Revenue to Downer will be com-
pleted at contract execution, which is
expected to occur in the coming
months. Openpay was suspended from
trading while receivers determine who
will get paid back their money.

AVZ Minerals’ licence revoked, stuck in Congo impasse

Tom Richardson

Suspended lithium explorer AVZ Min-
erals faces a potential hammer blow
after the Democratic Republic of
Congo’s mining minister revoked an
April 2022 decree that granted AVZ'’s
operating partner, Dathcom, a mining
licence for its Manono lithium project.

The explorer, which boasted about
owning the world’s richest lithium
deposit, last traded on a sharemarket
value about $2.7 billion when it reques-
ted a trading halt last May 9, related to
its mining and exploration rights for
the Manono Project.

The January 28 decree from DRC
Mining Minister Antoinette N'Samba
Kalaymbayi, blames disagreements
between Manono JV shareholders and
the taking hostage of the project for the
ministry’s decision to revoke decree
00145 that awarded a mining licence to
Dathcom Mining, in which AVZ claims
a 75 per cent ownership interest.

The decree says persistent conflicts
between joint venture shareholders,
which include AVZ, Cominiere and

Dathomir, were likely to paralyse the
AFRGAT A028

lithium operations at a time of urgency.

Yesterday morning, AVZ told the
market that it had received of addi-
tional ministerial decrees dated Janu-
ary 28 concerning the Manono mining
licence. It omitted to say the decrees
were sent by The Australian Financial
Review to the Perth-headquartered
miner at the weekend.

AVZ said the DRCs minister of
mines had cancelled a prior decree,
which converted an exploration
licence into a mining licence, and can-
celled a ministerial decree acknowl-
edging a partial renunciation of
another part of Manono by Dathcom.

AVZ is now seeking legal advice
regarding the decrees and also discus-
sions with the relevant DRC authorit-
ies. In another twist, the Financial
Review can report that Nigel Ferguson,
the CEO of AVZ Minerals, and Congo’s
Ms N'Samba Kalaymbayi are both
scheduled to be in Cape Town on Feb-
ruary 6 to attend mining conferences.

AVZ did not respond to a request for
comment whether the two would meet
in Cape Town to discuss the legal issues
around Manono. AVZ did not respond
to a request for comment on the last
date Mr Ferguson visited the DRC.

Bombshell order

Minister of Mines decree
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The January 28 order says the
secretary-general of mines and
director-general of the Mining
Cadastre are responsible for the execu-
tion of the order that revokes the oper-
ating permit for Dathcom under
mining licence 13359.

Chinese mining group Zijin Mining,
which claims a 15 per cent ownership

Fait & Kinshasa, b: ? ] JA L]

interest in Dathcom, has also not
immediately responded to a request for
comment. Zijin is in a legal dispute at
the ICC International Court of Arbitra-
tion with AVZ over ownership rights to
the Dathcom stake.

AVZ is also in a separate ICC legal
dispute with another joint venture
partner named Dathomir over 15 per

cent of the ownership rights to Manono
under the Dathcom agreement.

Amid mounting legal disputes, AVZ
also faces a class action funded by Aus-
tralian law firm Omni Bridgeway for
allegedly breaching its continuous dis-
closure obligations and misleading
investors over its rights to Manono.

Omni Bridgeway’s claim, to be run
by lawyers Johnson Winter Slattery,
alleges AVZ failed to adequately dis-
close information when making posit-
ive statements about its ownership or
ownership rights of the Manono Pro-
ject, and accordingly engaged in con-
duct that was misleading or deceptive,
or likely to mislead or deceive, or was
false or misleading.

The potential class action claim rep-
resents AVZ investors who bought
shares between May 17, 2021, and May
6, 2022, when the miner went into a
trading halt more than eight months
ago.

The shares hit a peak $4.6 billion
valuation at $1.33 per share last April.

And then on May 4, AVZ said the
mines minister had awarded the
licence, but that first Cadastre Minier
had to sign off on surface rights fees
before it would be officially issued.
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Improved fiscal
picture to make
RBA’s life easier

Cecile Lefort

The Reserve Bank’s inflation fighting
agenda has been bolstered by the gov-
ernment’s promise to minimise budget
handouts to Australians, before a
widely expected ninth consecutive
cash rate increase today.

The central bank is considered a cer-
tainty to lift the policy rate by 0.25 per-
centage points to 3.35 per cent from 3.1
per cent at its February meeting.

Treasurer Jim Chalmers dashed
hopes of handouts in the coming May
federal budget, amid signs of a return
to surplus, arguing cost of living
counter-measures must not further
exacerbate inflation and interest rates.
The treasurer said in Canberra that he
did not want to make the central bank’s
job harder, or make life more difficult
for households, by exacerbating con-
sumer price pressures with subsidies.

“It's simple: if the government banks
the bulk of the [large] revenue windfall
to the budget bottom line, then it will
make the RBA’s job easier,” AMP chief
economist Shane Oliver said.

“Fortunately, the treasurer appears
to be well aware of this. Any cost of liv-
ing support is likely to be minor.”

Dr Oliver said stronger than forecast
commodity prices, notably for iron ore,
coal and gas, were the main drivers of
the improved fiscal position.

He estimates the 2022-23 deficit to be
about $17 billion, down from the Octo-
ber budget expectation of $36.9 billion.
For 2023-24, he projects $35 billion,
down from the October budget expect-
ation of $44 billion.

Queensland Investment Corporation
(QIC) is also optimistic about the gov-
ernment’s finances.

“We now expect a small budget sur-
plus after the treasurer’s comments
that there won't be any handouts to
ease the cost of living pressures,” said
Matthew Peter, chief economist at QIC,
citing a stronger than anticipated jobs
market, terms of trade and a resilient
economy.

The annual inflation figure jumped
to a near 33-year high of 7.8 per cent in
the December quarter, just below the
RBA'’s 8 per cent forecast.

Headline CPI rose 1.9 per cent over
the December quarter, largely due to
significant price rises in travel, accom-
modation and a long-flagged increase
in electricity bills. More worryingly, the
RBA’s preferred measure of underlying
inflation came in well above its last
forecast, issued in November.

The RBA will update its projections
on Friday in the statement on monet-
ary policy, where it is expected to con-
firm that inflation peaked in the
December quarter, and price pressures
will ease this year.

“We expect the RBA will lower their
CPI forecasts by 25 basis points to 50
basis points with a return to the top of
the target band in Q4 2024 at 3 per
cent,” said George Tharenou, chief eco-
nomist for Australia at UBS.

Australian inflationary forces have
lagged behind other developed mar-
kets because they started from a lower
point, particularly wages growth.
Moreover, energy prices only rose late
last year, while flooding in eastern Aus-
tralia added pressure to food prices.

The median expectation among eco-
nomists is for two rate increases this

year and a terminal rate of 3.6 per cent.
Bond futures indicate a slightly higher
peak rate of 3.7 per cent, which means
at least two more increases. The ter-
minal rate has swung between 3.5 per
cent and 4 per cent since January.

CBA and NAB forecast the central
bank to lift the cash rate in February
and again in March. Westpac and ANZ,
however, pencil in a third and final
move in May to 3.85 per cent before a
long pause.

Retail sales volumes data, released
yesterday by the Australian Bureau of
Statistics, will reassure the central bank
that its policy tightening is succeeding
as itaims to return inflation to the 2 per
cent to 3 per cent band. Real retail sales
dipped 0.2 per cent in the December
quarter, the first fall in a year, as con-
sumers started to reduce spending
because of higher borrowing costs and
inflation.

The outcome was better than market
forecasts for a 0.6 per cent drop, and is
expected to dent economic growth only
slightly.

Rates relief from the RBA is unlikely
to arrive this year.

We now expecta
small budget surplus
after the treasurer’s

comments.
Matthew Peter, QIC

“We expect the RBA to be relatively
dovish, and signal a pause at 3.35 per
cent, by softening their ‘tightening bias’
to something like expecting an increase
in interest rates may still be necessary
over the period ahead, but the lower
CPI outlook provides scope to consider
a period of steady rates,” Mr Tharenou
said.

He argued that global inflation was
cooling, and central banks have slowed
their monetary tightening to smaller
increments. The Bank of Canada is the
first central bank to explicitly signal a
pause.

UBS said a looming household cash
flow crunch would sharply slow spend-
ing from mid-year. Australia has one of
the highest household debt-to-income
ratios in the developed world; UBS fore-
casts the central bank to start cutting
the cash rate late in 2023 by a total of
0.75 percentage points in the next eas-
ing cycle.

The Australian dollar dropped
sharply after a monster US jobs report
lifted the greenback on speculation the
Federal Reserve will raise interest rates
higher for longer to secure its own
inflation victory. Fed futures are now
implying that the policy rate will peak
above 5 per cent, and scaled back the
chance of rate cuts this year.

The local currency broke below
US69¢, from an eight-month high of
US71.57¢ last week. It steadied at
US69.57¢ yesterday.

Investors were forced to unwind
bearish US dollar positions after US
jobs surged by 517,000 last month, well
above forecasts of 185,000.

Westpac senior currency strategist
Sean Callow said he expected the local
currency to stabilise after the RBA’s
policy decision. He forecast the Austra-
lian dollar to bounce back to US70¢, but
not until the next set of US inflation fig-
ures on February 14.

The stocks Goldman thinks could
surprise and disappoint the Street

Emma Rapaport

Qantas, Coles and Telstra are on Gold-
man Sachs’ list of stocks most likely to
surprise the market this earnings sea-
son, as the pandemic hangover lingers
within Australian corporate profit and
loss statements, and companies adjust
to softer economic conditions.

Analysts have highlighted 17 ASX-
listed stocks they believe could ambush
the Street — delivering an earnings beat
or miss, a guidance surprise, or capital
management.

On the negative side of the ledger are
diagnostics company Sonic Health-
care, dairy groups Bega Cheese and a2
Milk, and wagering giant Tabcorp.

Goldman analysts are upbeat about
QBE Insurance, SME lender Judo Cap-
ital and appliance maker Breville
Group.

At Sonic, healthcare analyst Chris
Cooper warns that the market is
underappreciating the degree of mar-
gin pressure since most costs are fixed
but input inflation is running high.

He says the company trades at
21 times estimated financial 2024 earn-
ings, or between 10 to 50 per cent above
domestic peers facing similar industry
headwinds.

“At the last earnings update, Sonic
Healthcare stated that it expected
COVID PCR volumes to sustainably
settle at 10 to 20 per cent of peak, ie
materially above current levels in key
geographies,” Mr Cooper said.

“Meanwhile, various pressures
across the referral pathway are con-
tributing to a base business recovery
that is well below the level required to
compensate for this decline in COVID
PCR.”

Consumer analyst Lisa Deng is posit-
ive on volumes in the supermarket sec-
tor, given the strong Christmas trading,
but expects Coles’ value-focused
strategy — as compared with Wool-
worths’ targeted promotions strategy —
to result in lower comparable sales.

She also believes first-half margins
will disappoint because of lower gross
profit margins and higher implementa-
tion costs for supply chain facilities
undergoing a transformation.

First-half earnings across ASX 200
companies are expected to hold up in
the face of deteriorating economic con-
ditions, with consensus earnings per
share growth of 7 per cent.

Companies were in an upgrade
mode across last month, including dis-
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cretionary retailers JB Hi-Fi and Super
Retail Group, as consumers spent big
before Christmas despite sentiment
weakening under the weight of higher
interest rates.

Citi expects bank sector earnings to
remain buoyant, with a 22.7 per cent
growth forecast thanks to net interest
margin expansion and benign asset
quality. Resources sector earnings are
expected to decline by 2.8 per cent.

“Surprisingly, earnings in the rest of
the market have held up well over
recent months, with 1.9 per cent
growth  expectations for FY23
unchanged,” Citi Australian equity
strategist Liz Dinh said.

Goldman analyst Niraj Shah says
Qantas has the capacity to surprise
even after upgrading its first-half profit
expectations on higher than expected
travel demand in the months leading
up to Christmas, as consumers priorit-
ised travel spending and domestic
ticket prices rocketed.

“With the market capitalisation 8 per
cent above pre-COVID levels and EV
(based on last reported net debt) 10 per
cent below pre-COVID, we believe the
stock is not appropriately pricing
Qantas’ improved earnings capacity,”
Mr Shah said.

Sticking with travel stocks, analyst
Darshana Nair Syama has a buy rating

Dec Jan23 Feb

SOURCE: REFINITIV, FINANCIAL REVIEW

on Corporate Travel Management, and
says negative earnings and valuation
revisions are “unwarranted given
ongoing strength in travel data points”.

“We believe that the market has
extrapolated the seasonal weakness
over November/December for business
travel as weakening indicators,
because of which we expect upside sur-
prise in both first half 2023 earnings
versus the Street as well as outlook
statements,” she said.

Ms Deng says Breville is set to benefit
from the “global upward secular trend
of coffee consumption”, evidenced by
“better-than-expected [fourth-quarter]
results for key industry peer De’Longhi,
with coffee machines called out as a
more resilient growth category versus
other small kitchen appliances”.

She notes that Breville is one of the
most shorted names on the ASX, with
about 6 per cent of its stock in the
hands of short-sellers, and expects a
positive earnings surprise to drive the
price higher.

“We expect the company to guide for
financial year 2023 earnings before
interest and taxes growth close to con-
sensus/Goldman Sachs estimates at
approximately 9 per cent respectively
offering greater certainty on short-
term earnings amid concerns of
weaker industry trading,” she said.

US shares pricing in a soft landing

Alex Gluyas

The new year rally on Wall Street is
running out of steam, Goldman Sachs
warned, with elevated valuations pri-
cing in a softlanding in the world’s No. 1
economy.

China’s faster-than-expected eco-
nomic reopening, and a warmer
European winter, made the investment
bank more confident the the global
economy will avoid a severe downturn.

This prompted Goldman Sachs to
raise its three-month price target on
the S&P 500 to 4000 points, from 3600.
The index closed on Friday at 4136.48
points.

However, the broker warned that the
upside for US equities remains limited,

predicting that the S&P 500 is unlikely
to end this year above its target of 4000
points.

Goldman said that stock valuations
are already elevated compared to his-
tory — the S&P 500 trades at 18.4 times
forward earnings — and will be con-
strained by an eventual rise in interest
rates.

The broker added that earnings of
companies on the S&P 500 are unlikely
toincrease much this year or next, even
in the event of a soft landing.

Goldman Sachs’ baseline forecast is
for O per cent earnings per share
growth in 2023 and 5 per cent in 2024.
That compares with consensus of 1 per
cent in 2023 and 12 per cent in 2024.

“Based on our conversations, equity
investors are largely aware that con-
sensus estimates are too high,” said

Goldman Sachs equity strategist David
Kostin.

Goldman added that the October-
December quarter reporting season in
the US had been “unspectacular” so far.

The broker observed that slightly
fewer companies have beaten earnings
expectations than average, and more
firms have missed. Goldman estimated
that the S&P 500 would plunge to 3150
points in a recession scenario, driven
by a combination of falling earnings
estimates and a much lower price-to-
earnings multiple.

The broker said another downside
riskis that inflation would further slow,
but fail to approach the Federal
Reserve’s target.

“This dynamic could lead to even
tighter monetary policy and higher
interest rates,” Mr Kostin said.
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Bond sale setback amid
Adani stock meltdown

Ishika Mookerjee

The stock rout in Gautam Adani’s
indebted conglomerate entered a third
week as its flagship firm suffered a
fresh fundraising setback and a major
credit rating agency downgraded the
outlook on two of its companies.

All 10 of the group’s stocks fell in
early Mumbeai trading yesterday. Flag-
ship Adani Enterprises slumped as
much as 9.7 per cent. The meltdown
since US short-seller Hindenburg
Research made fraud allegations
against the group in a January 24
report has wiped out $USII8 billion
($170 billion), or more than half of the
market value of its companies. Adani
has repeatedly denied the claims.

Ramifications of the relentless sell-
off are spreading far and wide as con-
cerns grow about the exposure that fin-
ancial institutions and investors have
to the conglomerate.

The tumult has disrupted parlia-
ment and India’s main opposition
party is ramping up the pressure on
Prime Minister Narendra Modi over
his silence on the issue. A nationwide
protest planned for yesterday was
intended to highlight the risk to small
investors.

Meanwhile, worries about the con-
glomerate’s access to funding are also

rising. Adani Enterprises has shelved a
key bond sale, Bloomberg News repor-
ted on Saturday, less than a week after it
abruptly abandoned a record domestic
stock offering. S&P Global Ratings cut
its outlook on Adani Ports & Special
Economic Zone and Adani Electricity
Mumbeai to negative on Friday.

“Adani did have a lot of debt, so in
terms of the corporate governance there
are always question marks around
them,” Catherine Yeung, an investment
director at Fidelity International, told
Bloomberg Television yesterday.

“This really reiterates how, espe-
cially in emerging markets, you really
have to have an understanding of com-
panies, really going to fine detail about
their balance sheet.”

The Adani Group’s aggregate debt is
“just about $US30 billion”, chief finan-
cial officer Jugeshinder Singh told
news channel CNBC TV-18 in an inter-
view aired on January 30.

Adani’s bondholders are consulting
financial advisers and lawyers to weigh
their options, seeking guidance on how
the group’s debt structure would be
affected under various scenarios,
including the prospect of regulatory
and legal redress.

Nine of the conglomerate’s 15 dollar
bonds fell by early yesterday afternoon
in Hong Kong.

Indian authorities stepped in over
the weekend to calm frayed nerves over

Gautam Adani said Hindenburg's conduct was “nothing short of a calculated
securities fraud under applicable law". PHOTO: BLOOMBERG

concerns about the turmoil, saying reg-
ulators are competent enough to deal
with the fallout and banks’ exposure to
the group is within limits.

Hindenburg Research accused the
group of “brazen” market manipula-
tion and accounting fraud, claiming
that a web of Adani-family controlled
offshore shell entities in tax havens
were used to facilitate corruption,
money laundering and taxpayer theft.

The conglomerate has called the
report “bogus” and threatened legal
action. Mr Adani gave a video speech
last week stating that the group’s bal-
ance sheet is healthy.

The stock rout has cost India its place
among the world’s five biggest share-
markets, while the rupee is the worst-
performing emerging Asian currency

this year. Foreigners have pulled out
$US3.8 billion from the nation’s equit-
ies in 2023, the most among emerging
Asian markets, excluding China.

A slew of quarterly earnings for the
group will emerge in days, led by Adani
Transmission’s scheduled release last
night, offering investors more oppor-
tunity to scrutinise its financial health.

“This week turns the focus to Adani
Group companies reporting earnings —
and their comments on the debt sus-
tainability,” said Charu Chanana, a
strategist at Saxo Capital Markets.

“It is still necessary for Adani Group
to coherently respond to the fraud
allegations, and emphasise its sound
financial position to restore investor
confidence.”

BLOOMBERG

Apple bites on
China discount

Apple’s latest iPhones are selling at dis-
counts of more than $USI00 ($144) in
China, an unusually steep price cut just
months after launch that suggests
dwindling demand for even its highest-
end devices.

JD.com and state carrier China
Mobile are among the retailers taking
800 yuan ($175) off the iPhone 14 Pro
range over 11 days. Retailers in the
southern electronics hub of Shenzhen
have also cut prices for the same
handsets by 700 yuan, the official China
Securities Journal reported after visit-
ing outlets around the city.

Although it's unclear how long the
cuts may persist, they point to weak
demand in the world’s largest smart-
phone arena just as Apple is counting
on a recovery in China.“The discount
seems bigger than what we found in
January, which was 3 per cent to 4 per
cent,” Jefferies analysts led by Edison
Lee wrote in a Sunday research note.
“We see that as a sign of weak demand.”

Apple last week reported its first
quarterly revenue decline since 2019,
blaming output disruptions at its
biggest manufacturing partner in
China as well as sputtering global
demand.

Smartphone sales are likely to con-
tract again in 2023 after a decline last
year, companies including Samsung
have warned.

BLOOMBERG NEWS
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One of the trickier questions facing the
teal independents this year will be
whether to throw their weight behind
the Labor government’s move to
impose a cap on how much money
people can hold in their super funds.

Now, it’s clear that for thousands of
affluent individuals, superannuation
has turned out to be an extremely
generous savings scheme.

Roughly 11,000 people have more
than $5 million in their
superannuation. At present, retirees
with more than $1.7 million in super
(this will rise to $1.9 million on July 1)
can leave their excess funds in their
accumulation account and enjoy a
generous concessional tax rate of 15 per
cent—which is well below the top
marginal tax rate of 45 per cent.

Now with Treasurer Jim Chalmers
continuing to emphasise the
importance of budgetary discipline, the
Labor government is anxious to find
ways to boost tax revenues.

And one relatively easy solution is to
limit the generous tax concessions on
super, which favour the wealthy.

According to some estimates,
putting a $5 million limit on the
amount of money people can hold in
super would raise some $1.5 billion in
extra tax revenue.

Indeed, it’s clear the government’s
strategy is to use the debate over the
purpose of super as a way of building
some sort of consensus for curtailing
tax concessions.

Now this represents a problem for
the teal independents who largely
represent prosperous electorates—
such as Wentworth which covers
Sydney’s eastern suburbs, and
Melbourne’s blue-blood seat of
Kooyong —where thereisamuch
higher concentration of people with
large super nest eggs.

It's unlikely that very many people
with $5 million or more in
superannuation are Labor voters.
Indeed, it's more likely that most voted
either for the Coalition or the teal
independents at the May 2022 federal
election.

This puts the teal independents in an
invidious position. On the one hand,
they’ll be reluctant to antagonise their
wealthy supporters. But on the other,

The teals, representing Australia’s six richest electorates, have good reason to steer clear of the super debate. PHOTO: JAMES BRICKWOOD

it's difficult to mount much of a case for
retaining such generous tax
concessions.

Those opposed to imposing a cap on
super tax concessions tend to argue
thatitwill erode faith in the super
system, and that it’s unfair to change
the rules now given that people have
organised their financial affairs
assuming that the concessions would
remain.

Butit’s difficult to have too much
sympathy for these arguments. After
all, it’s not as if people incurred huge
costs in organising their affairs to take
advantage of the ultra-generous tax
concessions from super.

For most people, their extra costs
would have been limited to seeking
advice from a financial adviser or tax
accountant.

What's more, these people have
already reaped substantial financial
benefits because they've enjoyed years

It’s unlikely many
people with $5 million
or more in super are
Labor voters.

of paying a low tax rate on their large
super balances.

It’s certainly true that many people
chose to take advantage of the
generous super tax concessions by
channelling any surplus funds they had
into super instead of, for instance,
paying off their home loans.

Buteven this financial strategy will
have paid off for them, given the
widespread rise in asset prices.

Asaresult, we're likely to see the teal
independents try to steer well clear of
the looming super debate.

Are zero-day options
driving share rally?

There’s no shortage of theories being
advanced to explain the extraordinary
“dash for trash” rally in the US
sharemarket, which has had the tech-
heavy Nasdaq shrugging off the
unimpressive earnings reports from
big tech firms to climb 10.6 per cent so
far this year.

Some analysts believe the risk-on
rally reflects growing optimism that US
inflation is now cooling, which suggests
that the Federal Reserve could be close
to the end of its tightening cycle.

Others say US investors dumped
their under-water stock positions late
lastyear to crystallise tax losses, and
this cleared the way for them to start
buying early this year.

Buta third reason is now being put
forward to explain the outburst of
market optimism this year: the
explosion in the popularity of Zero Days

to Expiration options (known by the
acronym ODTE).

In essence, these are very cheap, very
short-term call and put options that
allow speculative traders to place big
bets on market moves.

Because of their short duration,
ODTE options are far cheaper than
traditional, longer-dated options and
this has made them extremely popular
among speculative traders looking to
leverage their portfolios.

The trading volume of these short-
term options has risen so exponentially
thatit now greatly exceeds the turnover
in the underlying securities.

Indeed, last Thursday, there was a
record volume of call option trading,
with the vast majority of expirations on
February2and 3.

Butnotall traders are using short-
term options to gamble on market
moves. Some investors have switched
to using short-term options after
suffering heavy losses from the steep
slide in tech stocks last year.

To reduce risk, they keep the bulk of
their funds in money market funds,
where they can now earn an interest
rate of more than 4 per centas aresult
of the US Federal Reserve’s rate
increases.

Buttheyre also using a small
percentage of their funds to play the
market by buying ODTE options, where
they risk losing only the low price
they've paid for the option.

Most traders using very short-term
options focus on the SPDR S&P 500
exchange-traded fund, although there’s
also heavy trading in Tesla options.

Butindividual traders aren’t the only
ones enthusiastically trading these
short-dated options. Institutional
investors, including hedge funds, have
moved their money from more
expensive options to cheaper ones.

And itappears likely that the surge in
demand for short-dated call options is
leading to greater market volatility.

That'’s because the sellers of the
options typically hedge their risk either
by buying longer-dated calls on the
stock or exchange traded fund, or by
purchasing the stock itself. And this
amplifies the upward pressure on the
stock price.

Of course, heavy trading in short-
term put options is likely to exacerbate
any downward move in the
sharemarket. And that could
exaggerate the market’s response to
signs of a sharp slowing in US economic
activity.

Interestingly, this surge in short-
dated option trading isn’t reflected in
the VIX volatility index. That's because
the VIX calculation includes only S&P
500 options with more than 23 days and
fewer than 37 days to expiry.

Asaresult, VIX, which is also known
asthe fear gauge, has fallen below 20,
signalling a relatively tranquil market,
despite the frenetic trading in short-
term options.

Inside ANZ’s contrarian
housing market bet

Atfirst glance, it seems as though ANZ
has gotits timing all wrong with its
$50 million investment in View Media
Group, the property technology and
media group established by veteran
media executive Antony Catalano and
billionaire investor Alex Waislitz.

As the Melbourne-based bank would
know only too well, the bulk of the pain
for Australian mortgage holders liesin
front of them —so far, only about a third
of the 3 per cent of interest rate rises
delivered by the Reserve Bank have
flowed through to mortgage rates.

And asaresult, the great Australian
house price slide that has taken the
national median down 9 per cent from
lastyear’s record looks set to continue.

Morgan Stanley analysts still expect
peak-to-trough falls of up to 20 per

James
Thomson
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cent, with higher immigration likely to
provide only a small amount of relief
from the slide.

in VGM, which means it will become a
shareholder alongside Seven West
Media, has a distinctly contrarian feel
toit.

and far more about how the mortgage

! industry has been transformed over
: thepastdecade.

Mortgage profitability has been

deteriorating for more than 10 years,

: partly because of along period of

i fallinginterestrates and partly because
i ofthe changing ways people secure

: mortgages.

Obviously the biggest change is
borrowers using mortgage brokers; for
most banks, as much as 60 per cent of
their home loans are now sold through
this channel.

Butincreasingly, borrowers are
finding mortgages through digital

i channels. This includes online-only

i banks and other non-banklenders, but

i italsoincludes mortgages sold at

i different points of what those in the

i sectorlike to call “the home-buying

: experience”.

Through thislens, ANZ’s investment §

i offered via property search portals—a

; borrower searching for ahomeis

i almostlikea pre-qualifiedlead toa

i mortgage provider, so there’sbeena
But for ANZ, this dealis far lessabout :

what house prices do over the nextyear

A good example of this is loans

natural move by classifieds sites to do
deals with lenders.
Tobe clear, ANZ does not have such

i adeal with VMG at this point. But the

: $50 million investment in the business
i and acommitment to “work with VMG
i toestablish a proposed exclusive

: financial services partnership on key

i products” givesyou an idea of where

i thetwo parties are heading.

If this partnership develops as

planned, VMG websites such as
realestateview.com.au might offer

i ANZloansand other financial

i products to users. Sorather than

i passively waiting for borrowers to

i cometothem, ANZ getsa chance to
engage at or close to the point of sale.

Itshould also be noted that Catalano,

! whohasagood track record of building
i real estate media businesses, intends to
i form partnershipsand ventures

i aroundvarious parts of the home-

: buyingjourney, including deals with

i utility providers that make it easy for

i borrowers to move into their new

; place.Ifyou think about whatelseis

i involved when a borrower buys or

i rents, it's not hard to imagine tie-ups

i with moving companies, furniture

i retailersand insurers.

ANZ believes some of these service

providers could come from within its
institutional banking book, where ANZ
isamarketleader. Giving insto
customers exposure to an ecosystem
such as property could be a way for
ANZto protect its market share in this
part of the banking market.

Indeed, ANZ has deployed this insto
cross-sell strategy through its
subsidiary Cashrewards, which it
acquired in 2021; the venture generates
leads for merchants by making cash-
back offers to its database of
customers.

The VMG investment is another
example of the banking sector’s
embrace of what consultants and
bankers like to call “ecosystem plays”.

By interesting themselves in
common customer activities that
require financial products—
particularly buying or renting a home
and starting or developing a business —
the banks hope they can drive growth
by being in the right place when a
customer actually needs them.

Finding a way to wrestle a little
power back from the mortgage brokers

probably doesn’t hurt, either.
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Blackstone, the world’s largest man-
ager of privately held real estate with
$470 billion on its platform, will step up
its investment in build-to-rent in Aus-
tralia, as it looks to increase its expos-
ure to sources of inflation-beating
growth in rental income, according to
the global co-head of Blackstone Real
Estate, Kathleen McCarthy.

Inflation and interest rate increases
deployed by central banks to combat it
have been the scourge of the property
sector for more than a year; investors
stripped more than 20 per cent from
the local REIT sector alone last year.

The interest rates thematic has
punctuated Ms McCarthy’s trip to Aus-
tralia. Last week, US Federal Reserve
chairman Jerome Powell signalled
inflation was easing, and today the
Reserve Bank of Australia is expected
to hand down what might be one of its
final rate rises in the current cycle.

For Blackstone’s real estate arm, gen-
erating rental income growth that can
stay ahead of rising costs is paramount.

“Just about everywhere we invest
and through the data - not only in our
real estate portfolio but of course to our
whole Blackstone ecosystem - we do
see inflation metrics rolling over, com-
ing down, which we think is a positive
sign,” Ms McCarthy said.

“But the great news for us is that we
have been preparing for a higher
interest rate, higher inflation environ-
ment for a very long time.”

As a result, Blackstone has directed
its real estate investment into ware-
houses, rental housing, hospitality and
life sciences accommodation. Those
areas constitute about 80 per cent of its
real estate portfolio.

“These are all asset classes where we
are able to drive strong cash flow
growth, which is really helping to mit-
igate an environment where there’s
downward pressure on valuation mul-

Kathleen McCarthy, global co-head of Blackstone Real Estate. PHOTO: DYLAN COKER
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tiples,” Ms McCarthy said, speaking
from Blackstone’s new Sydney office at
Deutsche Bank Place.

Australia figures prominently in the
global real estate portfolio managed by

Blackstone, which is one of this coun-
try’s most active foreign investors in
commercial property. It has about
$23 billion under management and an
expanding head count, now 55 strong,
to manage that pool.

So far, Blackstone has investment in
just two build-to-rent projects — one in
Melbourne’s south-east and the other
at Brisbane’s Kangaroo Point — despite
holding a large portfolio of rental hous-
ing in the US, UK and Europe. That
gives it good reason to develop its BTR
portfolio further in Australia where,
similar to other markets, the supply of
housing is not keeping up with
demand, according to Ms McCarthy.

“We would love to find opportunities
to do more if we can,” she said.

Also high on the list for Blackstone is
logistics investment. Although the US
giant famously set a direct property
sales record two years ago when it
divested its Milestone logistics for
$3.8 billion, only to quickly resume
investing in the sector.

Far less convincing for Blackstone are
the traditional areas of commercial
property investment: shopping centres
and CBD office towers. The proportion
of its global portfolio devoted to office
towers is in the “low single digits”, while
the investment house has not bought a
US mall in more than a decade.

One of Blackstone’s best-known
moves in Australia is its $8.9 billion
takeover of Crown last year, prompting
speculation it might one day engineer a
spin-off of the casino giant’s property
assets. But Ms McCarthy said it was too
soon to even consider such an option
while Blackstone focused on reviving
the Crown properties as hospitality
destinations.

“It’'s early to talk about something
Continued p33
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Prized CBD Value Add Opportunity

__. 99 Frome Street, Adelaide, SA
r' For Sale by Expressions of Interest closing Thursday 9 March at 3pm {ACDT)

- Pl B O W

3.432m** of Met SE* secure on
site car parks

lettable area

THW* occupancy
with value add
potential

Estimated fully
leased income
of $1.28 milllon*

0

4 Star MABERS 400m* to Lot
rating Fourteen

%4 Frome Street is offered for sale for the first time since being constructed, Perfectly position in Adelaide’s
popular East End, the building is well positioned to benefit from the world leading $672 million® Lot Fourteen

project on Morth Terrace.

Underpinned by its strategic location and establish tenant profile, 9 Frome is designed around a dual lift
central core, offering excellent natural light and efficient floor plates.

Currently 79%* occupled the bullding offers fantastic value add potentlal for astute investors looking for
opportunity to create real value, or owner occupiers looking to establish their business within the CBD.

=~ Constructed in 1988 the building has been well maintained and presents in a very professional condition,
¢ enjoying a 4 star NABERS rating and valuable on site car parking for 56* vehicles.

Colliers

Alistair Mackie
0412817977

Rhys Newman
0477 881 265

colliers.com.aw/p-ALS660195456

Paul van Reesema
0412 B06 994
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Mermaid Beach
knock-down draws
$2.7m surprise

Michael Bleby

We speak to the team behind last week’s
most intriguing property sale.

The property: A four-bedroom house
on 405 square metres at 28 Arthur
Street, Mermaid Beach, Queensland.
Sold atauction $2.7 million.
Who was the agent/agency? Conner
Malan, Ray White Burleigh Group.
How long was this on the market?
Four weeks.
Why did this one sell? [Malan] Itwas a
deceased estate. The lady who used to
own it passed away and leftit to the
RSPCA.
Was it overpriced? It was a big price. It
should really be sitting at $2.2 million-
$2.3 million, but there’s limited supply
in this sweet spot and suddenly it went
for $2.7 million, which is very, very high
for whatitis.
What did you think it would go for?
thought it would go for between $2.4
and $2.5 million.
What was surprising about it?
Asthatmarket’s turned, supply has
dropped. Demand hasn’tchanged. The
doom and gloom is the reason there is
limited supply. But demand hasn’t
slowed down. The people we're dealing
with are oblivious, barely affected or
less affected by interest rate rises.
Why aren’t they affected by rising
rates?
They’re mostly downsizers. They've
sold, they're mostly paying cash.
They’re coming out of Melbourne or
Sydney, making a lifestyle move or
coming from acreage or bigger blocks.
They might have one kid left at home,
but they’re mostly couples.

We're finding that middle ground.

i Subscriptions

[In Gold Coast] you go from units,
everyday beachside units under
$1 million, to housing stock that is
$4 million-plus. The demand’s really
strong for that middle ground.
Everyone wants to make a move, live
by the beach and live a simpler
travelling life. We've got people trying
toshopina price point and strong
competition in price point thatis
limited.

Everyone’s shopping
for stock in that
$2-$3 million
middle ground.

Agent Conner Malan

Why is this suburb different?

We're low density there [in Mermaid
Beach]. Height restrictions are low —it
keeps thatvillage lifestyle. There’s a
suburban feel next door. But because
many people don’t have the budget for
a $4 million-plus house, everyone’s
shopping for stock in that $2-$3 million
middle ground, where you either
already have a shack or aduplex.
We've gota lot of people happy to do
little builds but they aren’tin a position
to be shopping for the big $4 million,
$5 million-plus stock of houses.

Most blocks are 405 square metres.
Zoning allows between 12-15 metres for
height, which allows you to do three or
four whole-floor apartments on that
block, all priced in at $2-$3 million. The
demand for that type of product is
through the roof.

How did the auction play out?
Itstarted quite aggressively. There
were four bidders engaged early. It

For new subscriptions, including newspaper home delivery & unlimited digital
access (including iPad app), visit afr.com/subscribe or call us 13 66 66
For current subscriptions & customer

service inquiries call 1800 646 990

Mermaid Beach's lower-density zoning creates a suburban feel that attracts many
downsizers. The four-bedroom house at 28 Arthur Street (below) sold for $2.7m.

went $1.8,$2, $2.1, $2.2, $2.3 million
with four bidders. There were two
locals left—everyone else bowed out
from $2.3 to $2.7 million. Both locals
lived in surrounding streets. The locals
see the most value in this product.
Were the bidders in a similar age
range? They were. They were
everything between 50 to early 60s.
What are the buyer’s intentions?
Street frontages in Mermaid Beach are
either 10 metres, 12.6 metres or

14.6 metres. This is only 10 metres.

They're weighing up renovating the

existing home and flipping it, or doing a
duplex-one unit on top of the other. It
would have ground-level parking, a
first-level unit and another level on top
with a rooftop.

How much would that cost? Build
costs are changing, butit would be
about $2.5 million.

Do you reckon we'll see another result
like this: a) next week b) next year c)
next cycled) never?

a) Next week. We're taking on a listing
thatis very similar stock, and I've gota
buyer for it. It’s as good as sold.

A Melbourne-based investor has
bought the 64-room Mercure
Pakenham hotel in the city’s outer
south-east for $15.8 million on a yield of
5 per cent. The hotel, which opened last
September next door to the Cardinia
Club, was sold by Traralgon-based BFN
Developments headed by Brett Neilson.
Stonebridge’s Rorey James and Kevin
Tong in conjunction with Wilson
Property’s Ben Wilson and Emma
Dunne negotiated the sale. LARRY
SCHLESINGER

Sequoia appointment

ASX-listed Sequoia Financial Group
has appointed Winston Sammut to the
role of investment manager at Sequoia
Asset Management. Mr Sammut
brings to the role over 40 years of
investment knowledge including 20
years in specialised listed property
securities experience. Mr. Sammut was
head oflisted securities with the ASX-
listed property fund manager Charter
Hall Group and before thathe was at
ASX-listed Folkestone Ltd and Ausbil.
NICK LENAGHAN

From page 32

Blackstone chases
bigger slice of BTR

like that. We've certainly seen else-
where in the world that kind of split has
created an opportunity to unlock value
beyond just the operational improve-
ments that we make as value creation
initiatives,” she said.

Less well-known but just as active is
Blackstone’s lending business, where
dislocation in the debt markets has also
created opportunity to finance other
property players. At the same time, a
market where access to finance was
limited played to the strength of
cashed-up players such as Blackstone,
according to Ms McCarthy.

“You're in an environment where
debt capital may be more constrained,
maybe more expensive. That tends to
create opportunities for us because it
favours people who are well-
capitalised,” she said.

Accelerating success.

World-Class Hotel Development

Opportunity
For Sale

34 Brecon Street, Queenstown, NZ
For Sale by Deadline Private Treaty closing
Thurs 9 March at 4pm (NZDT) unless sold prior

@

colliers.co.nz/67021961

b

For Sale

Oulipes indicativeonly

Accelerating success.

Major New Hervey Bay CBD Staged
Development Opportunity

o SU00AA Hervwy dwy Library & Courdl e

WARISES impre;si

Central to Main Street & Torquay Road, Pialba

Hunter Higgins

(Hervey Bay), QLD
For Sale by Expressions of Interest closing 9 March at 4pm (AEST)

N
¢
Expansive

1.48 ha* CBD
development

colliers.com.au/p-AUS66018575

Prime city
centre retail
& commercial

CBD defining
mixed use
approvals

Y
Anchored by

$100m* Council
Admin Library

Philip O'Dwyer
0451 419 885

==l

Uses: Residential,
retail, commercial
& hospitality

AFRGA1 A033
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Bought for $300m, sold for $180m:
AMP’s mall pain over discounts

Nick Lenaghan

AMP Capital, the fund management
arm of AMP, is selling shopping mall
stakes at steep discounts worth hun-
dreds of millions of dollars to meet
investor redemptions, as it prepares to
quit the investment platform.

In one recent deal, the AMP-owned
fund manager sold a half-stake in a
Perth mall for about $180 million late
last year, after acquiring it six years
earlier for about $300 million.

It is also looking to sell a 50 per cent
stake in Stockland Townsville — the
ASX-listed Stockland owns the other
half - for about $150 million, its current
book value. The fund manager pur-
chased its half stake nine years ago for
nearly $230 million.

This is the second time for the
Townsville opportunity, which AMP
Capital initially moved to sell in late
2021, without success.

Both mall stakes are held in the AMP
Capital Shopping Centre Fund, one of a
group of real estate and local infra-
structure funds with assets totalling
about $18 billion and whose manage-
ment is being sold to ASX-listed Dexus.

The value of that deal to AMP has
steadily been eroded after it was signed
with Dexus last April when the plat-
form had about $28 billion in property
and local infrastructure assets under
management. Since then, investors in
several funds opted to shift their busi-
ness to another fund manager, dimin-
ishing the total pool of funds under
management. That leakage, combined
with delays in finalising the transac-
tion, will reduce the total payment
AMP receives, which is now down to
$225 million with no earn-out fee, as
initially agreed.

The mall sales have been prompted
by AMP Capital’s need to fund more
than $600 million in redemption
requests from about two-thirds of the
nearly 30 institutional investors in the
$3.5 billion wholesale shopping centre
fund. Those requests were lodged as
part of a “liquidity window”, through
which investors can withdraw a max-
imum of 25 per cent of their units every
five years.

A rival proposal from ASX-listed
GPT Group to prise the shopping mall

e [

AMP’s half-stake mall sales ($m)

Rockingham Stockland
Shopping Centre Townsville

300 |

On the
market

Sold
2022

Bought
2014

SOURCE: FINANCIAL REVIEW

Bought
2017

fund loose from the AMP Capital plat-
form and merge it with one of its own
unlisted funds ran out of puff last
month after a quarter of the investors
in the GPT-run fund rejected the plan.
“Accordingly, as there is not a high
degree level of conviction that the mer-
ger is achievable, at this stage, the mer-
ger discussions are not continuing,”

T

GPT said in a letter to investors last
week.

Although AMP Capital is a motivated
seller, the sale of the Perth mall and the
Townsville offering send a strong sig-
nal on pricing for the retail property
market, which was showing signs of
recovering from the turmoil of the
lockdowns. A fresh jolt of uncertainty
hit the market last week, with the
release of retail figures showing a sur-
prise slump in retail spending in
December.

AMP Capital struck a deal in late
December, brokered by CBRE’s Simon
Rooney, to sell the Rockingham shop-
ping mall, in Perth'’s south, to boutique
fund manager IPG Generation for
about $180 million, with the net deal
price likely to end up at about $170 mil-
lion. The mooted sale represents an ini-
tial yield of more than 8.5 per cent for a
mall that is virtually fully occupied and
recording strong sales growth. CBRE
said the deal was struck on a core capit-
alisation rate of 7 per cent.

Also up for grabs is a half-stake in the
45,000 sq m Stockland Townsville. In

AMP Capital struck a deal in late December to sell Perth’s Rockingham shopping mall for about $180 million.

its favour, the offering is coming into
one of the strongest corners of the
national market, with Queensland’s
share of retail deals accounting for
more than 40 per cent of total sales
volumes in 2022.

Only one deal was struck among
regional malls over the past year — for
$280 million — well short of the average
tally over the past decade of $1.2 billion
worth of regional centres trading
annually.

“The offering comes as investment
into regional centres reaches record
low levels off the back of a resurgence
in activity in the latter end of 2021,” said
JLL’s Nick Willis, who is the broker for
the Townsville stake along with his col-
league Sam Hatcher.

Meanwhile, family development
group Horwell Property Investments
has bought Westpoint Shopping
Centre in Browns Plains, about 20 kilo-
metres south of the Brisbane CBD, for
$46.5 million from an NSW-based
private investor. CBRE’s Joe Tynan and
Michael Hedger brokered the deal,
achieving a yield of 5.44 per cent.

FOR SALE

Ultra Convenient
Retail Centre

Midland Central Shopping Centre,
Great Eastern Hwy, Midland WA

Offers to purchase close
4pm (AWST) 8 March 2023

Fully leased
to three 'daily
needs’ tenants

WALE of 5.4 years
by income as
of March 2023

AFRGAT A034

2
©,

City
Centre
location

$1,237,525 pa
current net
income*

*approx

i, “.'_:%1'.-'_.__
Outlinesareindicative only.

Wayne Lawrence Tim Scott
0434 650 853

0434 659 825

cygnetwest.com

Residential
and retail to
gain as China
opens again

Michael Bleby

Residential development will get a lift
from China’s reopening but the return
of visitors from the world’s second-
largest economy will not be sufficient
to offset domestic weakness dogging
retail property, says a new UBS report
naming Stockland, Goodman, GPT and
Lendlease as stocks to benefit.

Atatime of little new apartment sup-
ply, Australia’s residential developers
will benefit from returning demand
from migrants and logistics developers
will also get a boost, the investment
bank report says.

“We maintain a favourable view on
diversified/residential developers with
a preference for Stockland over Mirvac
(FY23 earnings uncertainty and capital
required for developments),” the 2023
Asia Pacific Real Estate Outlook says.

“We have moderated our view on
retail relative to 2022 (Scentre Group
Neutral, Vicinity Centres Sell) as we
head into a more difficult retail sales
growth environment after a strong
period of outperformance. We con-
tinue to take a cautious stance on office
markets but increasingly this is reflec-
ted in share prices.”

Interest rates are rising globally and
these still make the
environment
tough for listed
property  stocks
but the stocks that
had higher growth
and lower gearing
would be more
resilient to higher
borrowing  costs,

the report says.

Australia is "
lower downthelist Lendlease’s One
of countries to dir- Sydney Harbour
ectly benefit from residences.

China’s reopening,
below Singapore, South Korea, Hong
Kong, Japan and Thailand.

In any event, short-term headwinds
such as restrictions on Chinese travel-
lers and airport capacity shortages
could slow the pick-up in overseas
travel growth, with traffic from China
only exceeding its pre-pandemic level
in 2025, the report says.

Federal government agency Aus-
trade predicts Chinese tourism to Aus-
tralia will not return to pre-pandemic
levels until 2026.

Nonetheless, Lendlease was likely to
benefit from sales to China-based buy-
ers of luxury apartments in its One
Sydney Harbour and One Circular
Quay developments in Sydney, and
from selling down its China-based
retirement stock, which UBS valued at
$300 million-$400 million.

Further, its holding in the $S3.6 bil-
lion ($3.9 billion) Singapore-listed
Lendlease Global Commercial REIT
further exposed the Australia-based
company to a pickup in the perform-
ance of Singapore retail property from
Chinese visitors, the report says.

Mirvac was likely to benefit from
premium apartment sales to China-
based purchasers in projects such as
Willoughby and Green Square in
Sydney, it says. CBD shopping centres
owned by Vicinity and Scentre Group
would benefit from a rise in Chinese
visitors, but “we believe this will not be
enough to offset the weakness of the
domestic consumer on the back of
materially higher mortgage rate (post
resets) in 2023.”

The bank said logistics property
would benefit from “excess” rent
growth, good for companies including
Goodman and ESR, but was cautious
on office —and stocks such as Dexus.
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Mistaken objections to Voice

Asa former student of James Allan, I
have learnt to respect his opinions
while usually disagreeing with them.
“Thisisa terrible way to change
Australia’s Constitution” (January 29)
was different. This piece was culturally
insensitive and factually inaccurate. It
was an unhelpful contribution to the
debate about the Voice to parliament,
replete with wild assertions and false
analogies. Asan academic with along

career in public and constitutional law, :

Professor Allan can, and should, do
better.

Totake one example, he claims:
“This Voice will turn into a de facto
third legislative body.” He is not alone
in this mistaken view. He is joined by a

right-wing commentators who have all
made similar dog whistles about the
dangers of creating a third chamber. I
would be more inclined to listen to the
views of constitutional law experts.
Ask professors George Williams,
Anne Twomey, Cheryl Saunders and
Gabrielle Appleby. They will all tell you
that the Voice will not have legislative
powers, veto over legislation or formal
powers to participate in the decision-
making processes of parliament. It is
proposed to be an advisory body.
Professor Allan would do better to
listen to his colleagues rather than the
political right, or read the proposals
himself. If he did, he would see very
quickly how baseless his assertion is.
Jane Hall
Manly, Qld

Blundering through
a cultural minefield

Sometimes I wonder whether
Alexander Downer is for real or merely
Sir Les Patterson in a clean suit.
Dismissing the proposal for an
Indigenous Voice (“Indigenous Voice
won't close the remote cultural gap”,
February1) he blunders breezily
through a cultural minefield, detonating

¢ Pat Dodson and Anthony Albanese at

: the PM's meeting with the referendum
i working group. PHOTO: JAMES BRICKWOOD
line of former Liberal Party leadersand :
: sensitivities with every step. “The great

¢ itis built on the principle that every

i person is of equal value and that we give
i nospecial privileges to people on the

¢ basisof theirrace.”

Unfortunately, Australia was built

¢ on quite the opposite principle. At

i Federation, the Constitution

¢ empowered white people. In August

: 1901, introducing the law that

: mandated White Australia, Alfred

i Deakin proposed that “unity of race is
i anabsolute essential to the unity of

¢ Australia”. He hoped the Indigenous

: people would “in their lasthours... be
: abletorecognise not just the justice but
i the generosity of the treatment which
: thewhiterace, who are dispossessing
: them and entering into their heritage,
i areaccording them”.

The Voice, according to Downer,

: would be the start of a slippery slope.

: Thenextstep would be “to negotiate a
¢ treaty and set up a truth-telling

¢ process”.Iguess if your signature

: achievements as a minister were to

i invadeIraqand Afghanistan, truth-

i telling processes may not figure highly
i onyour bucketlist.

;. Jon Stanford
¢ Sandringham, Victoria

. Downer’s prediction
. offers some hope

: Alexander Downer’s contribution to

i the Voice debate is nothing if not

i predictable. In fact, those supporting

: the Voice referendum should feel more
i confident of its being passed now that

i hehas predicted its failure. This is the

¢ same Downer who confidently

: predicted Donald Trump would win

: the 2020 election, that Vladimir Putin

¢ would notinvade Ukraine and that we

¢ should “expect [Boris] Johnson to

i remain PM of the UK for some time to

i come”. It makes one wonder just what

i ittakes to be so confident but so wrong
¢ sooften on so many issues, and still

: : have his opinion sought-on anything.

: glory of Australia,” he advises us, “isthat :
¢ Ralph McHenry

: Brighton East, Vic

. There are many voices
. our legislators ignore

¢ Weappear to have reversed the

: relationship between voters and their
: elected representatives. It is not for

i parliamentarians to rule over us while
i we clammer for an opportunity to be

¢ heard by some Voice. Itis for

: parliamentarians to listen to their

: voters and act to provide what they

: want.

The Australian people love and

i respect our Indigenous communities

i and want them to prosper. Voters will

i nottolerate legislators persistently

: ignoring them. Simply take alook at the
i Closing the Gap reports. Whata

: disgrace. Nothing closing there after

¢ years of no meaningful action.

Parliamentarians should listen to

: voices in every electorate. We do not
i need a special body, and we are not
going down the path of becoming a

: race-based society.

i Kevin John Connor
¢ Greensborough, Vic

We can'tafford to
neglect plastic waste

One of our “quiet achievers” has been
the growth of the waste stream of
single-use plastics, along with the
growth of new single-use plastics from
fossil fuels rather than recycled
plastics. Tom Mclllroy (“The globe has
more single-use plastic waste than
ever”, February 6) points out that
growth in new plastics is15 times the
rate of growth in recycled plastics.
Pressure to reduce fossil fuel use for
energy production and even transport
is building, but this quiet counterforce
isrequiring fossil fuels in increasing
amounts. Recycling is clearly not
working well, and our use is growing.
Thisisnotjustabout the appalling
waste pollution. It's an argument for
the fossil fuel industry to continue its
search for more oil, and it's based on
our demand. Single-use plastic should
be seen as the costly choice thatit s,
and beas much a part of the carbon
reduction plan as the energy and
transport sectors.
Carolyn Ingvarson
Canterbury, Vic

Carbon capture does
not look like a solution

The Australian Petroleum Production
and Exploration Association contends
that it will be “virtually impossible” to
achieve net zero emissions by 2050
without carbon capture and storage
(“‘Let market work’ to unlock more

gas, industry urges”, February 6). This
islikely to be true. To date, however, it
is difficult, if not impossible, to find an
example of CCS that has delivered the
promised carbon storage. The other
impossibility, according to the
International Energy Agency, is
holding warming to 1.5 degrees while
still adding new fossil fuel investment
to the mix. Unlocking more gas is not
compatible with a safe climate future.
CCSis APPEA’s favourite
greenwashing smoke and mirrors.
Amy Hiller

Kew, Vic

Sensible approach to
safeguard mechanism

Business is concerned about the lack of
i amarket-led economy, the US, with

i $20 million CEO pay chequesand

i worseinfrastructure, health,

i education, and a lower life expectancy?

Coalition support for the government’s
safeguard mechanism, especially the
possible removal of offsetting
(“Business dismay at Coalition retreat”,
February1). But Greens leader Adam
Bandtis not totally against “carbon
credit offsets”, which he would accept
“asalastresort”. Thisis a sensible path
forward and parliament should agree.
Barbara Fraser

Burwood, Vic

Market-led economy
doesn’t deliver for all

Jennifer Westacott provides zero
evidence a market-led economy has
furnished us “with almost three
decades of uninterrupted economic

i growth” (“Unleash the private sector:

i Business Council”, February1). We

: have had six decades of uninterrupted
i economic growth excepting1983,1991
i and 2020. The market-led economy

: mythalso conveniently neglects to

i mention that CEOs in Australia

i received pay rises nine times greater

; thanworkersin the pastyear, when

i alreadyreceiving 78 times the pay

i packetof the average worker.
Increasing inequality has never ended
i welleconomically.

Yet Westacott is worried about tax

i cutsforthese CEOs. According to the
i Australia Institute, the stage three tax
i cutswill cost more than $240 billion

i overlOyears, of which $117.6 billion

i will go to those earning more than

{ $180,000ayear.

Do we want to end up like the world
leader in the benefits of lower taxes and

i Nick Aurelius
i Bondi, NSW

Will ABC strike mean
t radio (and TV) silence?

i Ican’timagine what the ABC staff

i would be threatening to do (“More

i than1000 ABC stafffile for ‘circuit

: breaker’ strikeaction”, February 3). Go
i quiet, maybe? I'll risk that for an initial
i 10-year trial. Goforit, ABC.

i Wayne Williams
i Fremantle, WA
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professional life, bullshit wins the day?

Swinburne is a financial member of
The Conversation, whose tagline is
“academic rigour, journalistic flair”.
Curiously enough, Pollaers’ offending
bio has now disappeared from the site.
Thankfully, it was already captured by
the Wayback Machine, where you can
still view it.

Still no explanation from the
professor...

Odd alliances in No
campaign on Voice

Opposition to the Voice tends to bring
aboutunusual alliances. What other
issue could unite anti-woke Country
Liberal senator Jacinta Nampijinpa
Price with firebrand ex-Greens senator
Lidia Thorpe (the former wants to send
in the police, the latter would probably
like to defund them).

And then, there’s the joining of Price
with Gary Johns, a former Labor
politician appointed by the Coalition to
head the Australian Charities and Not-
for-profits Commission in a bid torein
in the political activism of charitable
groups such as GetUp!

Price and Johns are now both
founding members of Recognise A
Better Way, a new body formed to
campaign againsta constitutional
Indigenous Voice to parliament.
Funnily enough, in 2019, Johns was
head of the Charities Commission
when it revoked the charity status of
Yangapi Productions, of which Price
was the sole director.

John Pollaers at the AGL AGM in
November last year.

Yangapi produced Indigenous
children’s television programs, and
received government grants for this
purpose in 2015 and 2017. Yet by
August 2019, its charity status had been
revoked by the commission asa
“double defaulter”, for twice failing to
submit financial records.

We asked Price to explain the
circumstances of the revocation. Ina
response from her defamation lawyer,
we were told that by that stage, the
charity had been basically non-
operational. Nonetheless, accounts for
2017 and 2018 were completed and
signed. These weren'tlodged with the
Charities Commission because of an
“administrative error”, “primarily
because the company was in the
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process of deregistration”. Though it
seems the Charities Commission ended
up forcing the issue first.

As for Johns, he resigned his position
as charities tsar last June, a few months
before the end of his five-year term. It
marked an end to what Assistant
Minister for Charities Andrew Leigh
called “the Liberals’ nine-year war” on
the sector. Not that one should be too
dismissive of the need for not-for-
profits to submit their financial
accounts promptly.

Johns now finds himself on the other
side of the fence as a director of a
charitable campaigning organisation,
with Price, ALP president-turned-
Liberal Party candidate Nyunggai
Warren Mundine, former Nationals
leader John Anderson and other Voice
sceptics. And given his background, we
can surely expect its paperwork to be
prompt.

Consultant’s picnic at
Newcrest drawing
toaclose

Should Newcrest disappear as an
independent company, management
consultancy McKinsey could lose a lot
of work from an extremely valuable
client.

Monday’s revelation of an all-scrip
$24.45 billion approach by the world’s
biggest gold miner, Newmont, for the
ASX-listed Newcrest hasn’'t been
immediately dismissed by Newcrest's
board. And in considering how
Newcrest might change under new
ownership, some are pondering the
savings to be found in the strategy
budget.

Ahallmark of Newcrest’s
challenging management culture in
recentyears has been a marked
reliance on external consultants. Chief
among these was McKinsey, whose
wonks have lately been involved in
everything from mine operations to
data science initiatives, and whose
research is cited in Newcrest’s
sustainability and diversity reports as
well in the speeches of then-CEO
Sandeep Biswas to external bodies.

A Newcrest spokesman on Monday
defended its use of consultants, which
hesaid occurred “atappropriate
times”. He also dismissed claims of a
$500 million spend on external advice
over the course of Biswas’ nine-year
tenure at the company, callingita
“gross exaggeration” that is “orders of
magnitude wrong”. (Biswas abruptly
left the company last December -
search firm Russell Reynolds is
hunting for his replacement.)

This newspaper has previously
written that the company’s heavy use
of external consultants had left many
employees feeling “bypassed, not
trusted, undermined, superfluous and
ultimately insecure in their jobs”. It
also noted that the company uses the
McKinsey-owned and operated
Organisational Health Index to gauge
employee sentiment on its culture.
Which, if nothing else, is utterly ironic.
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6 Features

n a spring afternoon in
Canberra, a youngish
communications minis-
ter announced an ambi-
tious infrastructure
project that would
“bring major benefits to
millions of Australians”. The government
would create a state-of-the-art national net-
work to meet the country’s “burgeoning
demand for communications services”.

The project would stimulate innovations
across health, education, science, business
and more, and “encourage people to live
and work in remote areas”. It would be
developed and run by a new government-
owned enterprise, which was flagged for
later privatisation.

The cost would be huge, but the prime
minister and key government and industry
figures were convinced of the project’s
promise. Australians were “on the
threshold of a great new era”, the minister
pledged, for they were to “join in one of the
greatest technological innovations in com-
munications history”.

The media was mostly onside. A national
newspaper lauded the project’s “plain com-
mon sense” for “a land as vast as Australia”.
The opposition walked a fine line, targeting
the government on costs and planning defi-
ciencies while trying to avoid being cast as
anti-progress.

Later, a new government substantively
changed the project’s policy and operating
parameters. There were cost blowouts, rev-
enue shortfalls and rollout delays. As early
promises failed to eventuate, contention
grew. Fingers were pointed and conflicting
perspectives passionately debated. The ulti-
mate resolution satisfied no one.

This account may seem familiar, espe-
cially coming amid a renewed burst of
energy in Australia’s perpetual debate about
broadband politics after NBN Co’s pre-
Christmas decision to write off $31.5 billion
in network costs. Yet it refers not to the Rudd
government’s announcement of the NBN in
2009, but to the Fraser government’s deci-
sion to establish the National Communica-
tions Satellite System and Aussat in 1979, 30
years before. The youngish communications
minister in question was Liberal MP Tony
Staley, not Labor’s Stephen Conroy.

History reminds us that today’s NBN does
not represent some sort of technological
end of history. Rather, it sits on a continuum
of decisions, actions and institutional
arrangements. The Aussat story shares
striking parallels with that of NBN Co, and
offers some warnings about the path ahead.

The initial political momentum for a
national satellite system came from an
approach to Malcolm Fraser in mid-1977
from Kerry Packer. For Packer, satellite was
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TELECOMS
SORRY TALE
OF WASTAGE

Extract From Aussat’s birth 30 years ago to NBN’s huge
write-off last year, the sector has struggled to find a clear
path that benefits the entire nation, writes John Doyle.

the key to unlocking cricket broadcasting
beyond his metropolitan television net-
work. With his rural ties and sense of Aus-
tralia’s proper place in “the modern world”,
Fraser was receptive to Packer’s upbeat
account of Canada’s national satellite sys-
tem and its potential to close Australia’s
city-country gap.

The cabinet agreed that detailed investig-
ation was merited and established a task-
force to do the job. The Overseas
Telecommunications Commission’s
(OTC’s) redoubtable boss, Harold White, a
long-term satellite proponent and proven
campaigner, was put in charge. The govern-
ment’s deliberative process led inexorably
towards an affirmative recommendation. In
July 1978, the taskforce recommended that
the government proceed with planning for a
satellite system and that it establish a new
state enterprise to run it.

However, the responsible minister,
Staley, initially preferred Telecom - created
as an autonomous government enterprise
in 1975 by the Whitlam government - to set
up and operate the new system. He was
“desperate that we have a satellite” and con-
sidered that handing the project to Telecom

The NBN project has
frequently been
mired in controversy
and recrimination.

would be the fastest and simplest way for-
ward.

But there was a mismatch of perspectives
between Staley and Telecom’s managing
director, Jack Curtis. Staley’s presumption
that Telecom would comply with his wishes
sat uncomfortably with Curtis’ legitimate
focus on Telecom’s own strategic priorities,
which did not include a new domestic satel-
lite system, as well as a degree of institu-
tional hubris that led Telecom to mishandle
the politics.

Staley decided that if he could not work
with Telecom, then he would go around it.
In a move that shares strong similarities
with the Rudd government’s establishment
of NBN Co, Fraser’s government decided to
establish Aussat as a government-owned
company, with an aspiration to privatise up
to 49 per cent of it at some point.

The project’s economic viability was
questionable from the start. The cabinet
moved forward based on aspiration, not
hard numbers.

The establishment of Aussat inserted a
disruptive force into Australia’s telecom-
munications system. It meant that from the

The Aussat B-Series
Satellite X2 (top).
Tony Staley (above)
in 1976. Above right:
Bob Hawke and Kim
Beazley in 1988, just
two years before the
latter was tasked
with sorting out the
government's
Aussat problem.
PHOTOS: FAIRFAX
ARCHIVES, DAVID JAMES
BARTHO

Former Aussat boss
Graham
Gosewinckel (far
left) in 1986. Under
Sol Trujillo (left),
Telstra offered to
build a new
broadband network.
Right: Kevin Rudd
and Stephen Conroy
speak about the
NBN in 2009.
PHOTOS: DORIS
THOMAS, QUENTIN
JONES, GLEN
McCURTAYNE
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mid-1980s, when satellite came online,
there would be a standalone government
enterprise with the technical potential to
replicate hitherto Telecom-only services.
This had profound implications for the
structure and assumptions that had under-
pinned telecommunications provision.

Aussat became a lightning rod for parties
both for and against liberalisation, and
triggered defensive responses from Tele-
com, which accelerated the rollout of its
data networks and some rural programs.

A Labor factional deal by the Hawke gov-
ernment in 1983 jeopardised Aussat's com-
mercial viability. It enabled Telecom to take a
25 per cent stake in Aussat and two board
positions, which, combined with new restric-
tions on the scope of Aussat’s activities, put it
in the box seat to ensure that the satellite
company served Telecom’s own interests.

From 1987, national economic imperat-
ives drove the Hawke government's dra-
matic shift to an agenda of
telecommunications liberalisation in the
face of resistance from Labor’s caucus and
base and ambivalence from Telecom.

By the latter half of 1989, Aussat’s accu-
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mulated losses were more than $118 million.
As its once bullish managing director, Gra-
ham Gosewinckel, conceded, “Blind Freddy
can see we need a capital injection”.

Labor was re-elected to a fourth term in
March 1990. On his first day as the new com-
munications minister, Kim Beazley was
confronted with the looming catastrophe of
Aussat. Accumulated losses were forecast
to increase by almost 60 per cent for 1989-90
and its debt-to-equity ratio was 46:1.

Aussat’s underwriting banks feared the
company was on the precipice of “default”
and advised that it was “essential” the gov-
ernment and/or Telecom inject at least
$100 million by June 30.

The cabinet agreed to an injection of
$100 million, provided that it went to retir-
ing debt. Three months later, investment
bank CS First Boston forecast that, even if
Aussat gained full access to all markets, it
would still require another $400 million in
capital to “become viable”.

In September 1990, the cabinet agreed on
a new framework for Australian telecom-
munications that had been developed and
skilfully prosecuted by Beazley. It was based
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on a strengthened Telecom (merged with
OTC and soon to become Telstra) and a
privatised Aussat competing within a heav-
ily regulated duopoly.

Government officials feared that without
a duopoly in which Aussat, bundled
together with a mobile licence and other
inducements, formed the basis of a second
carrier, the financially distressed company
was “unlikely to attract any buyers”.

The government reacquired Telecom’s
25 per cent stake in Aussat for less than half
of Telecom’s valuation, but finance minister
Ralph Willis and Beazley deemed this “fair
and reasonable” given Aussat’s “accumu-
lated losses” and “dubious future pro-
spects”.

With remarkable irony given the catalytic
role Aussat’s financial plight had played in
stampeding the government’s second-wave
reforms, the government also assumed dir-
ect responsibility for the company’s
$798 million debt.

Two further steps were taken to fatten
Aussat for market. Beazley obtained the
cabinet’s reluctant assent to roll exclusive
satellite-based pay-television rights into the
deal. (He had reportedly been told by at least
one potential Aussat bidder, Hong Kong’s
Hutchison, that it would participate only
under these terms.)

The other step was to go slow on a third
mobile licence because it was soon obvious
that potential bidders were attracted to
mobile, not Aussat.

In November 1991, it was announced that
Optus Communications was the successful
bidder for Australia’s second carrier licence.
Any windfall the government hoped to gain
from the sale was cancelled out, however,
by the mountain of Aussat debt it had
assumed.

Optus paid $804 million, barely more
than the quantum of Aussat’s debts. The
politically explosive potential of this simple
calculation was anticipated in government
circles and there was some surprise when it
did not face detailed questions about it.

decade later, cheaper, faster

broadband services started

becoming more available and

market demand began expand-
ing beyond business and boffins.

Led by a newly arrived American chief
executive, Sol Trujillo, and with the Howard
government looking to sell its final stake in
the company, Telstra offered to build a new
broadband network if granted a regulatory
free hand, including relief from access rules
and the obligation to separate its wholesale
and retail divisions.

Such a model made commercial sense to
Telstra but ran counter to the pro-
competition direction of telecommunica-
tions policy since the 1980s.

Alarmed at the implications of Telstra’s
plans and fearing that its siren song would
seduce the Coalition, an alliance of smaller
competitors led by Optus developed an
alternative proposal: an open-access
national broadband network, owned by a
consortium of industry players and other
investors. To work, the plan needed regu-
lated access to key elements of Telstra’s net-
work infrastructure.

Notwithstanding moments of tempta-
tion, especially as political pressure for a
broadband solution intensified before the
2007 election, Telstra’s ask was too great for
the Coalition, as it would also have been for
Labor. The company’s bellicose approach
towards the government ultimately worked
against Telstra’s objectives.

One outcome, however, was the fortuit-
ous availability of competing broadband
models for new Labor leader Kevin Rudd.

He announced that a Rudd government
would spend up to $4.7 billion in partner-
ship with private-sector investors to build a
commercially viable, open-access national
broadband network covering 98 per cent of
Australia’s population.

Caught short, the Coalition launched its
own plan soon after, awarding $958 million
to a joint venture between Optus and
agribusiness company Elders to build a
rural broadband network.

By this stage, relations between Telstra
and senior Coalition figures were poison-
ous. Telstra openly barracked for a Labor
win, confident that it was the only company
able to bring about the mooted national
broadband network. For most of 2008, after
Labor’s victory, the assumption prevailed
that, one way or another, Telstra would
build and operate the network.

But in a confrontational and misjudged

game of brinkmanship, Telstra sought to
wrest sweeping regulatory concessions
from Labor. When that failed, it lodged a
blatantly non-compliant response to the
formal process seeking proposals from
parties interested in building the network.
This left the government with little choice
but to exclude Telstra from the process,
which collapsed shortly afterwards.

Telstra overreached, assuming Labor had
little choice other than to commission it to
take on the network. But the government
doubled down and, in April 2009, Rudd
announced the establishment of a new state-
owned company, NBN Co, to build “the most
ambitious, far-reaching and long-term
nation building infrastructure project ever
undertaken by an Australian government”.

One might consider the Rudd govern-
ment’s 2009 NBN policy Whitlamesque in
its audacity, but a closer parallel is the
Fraser government’s establishment of Aus-
sat.

In both cases, there was faith among deci-
sion makers about the transformative
potential of a new technological solution to
deliver benefits across the nation and bridge
Australia’s city-country divide.

IfNBN’s privatisation
ever kicks off, the
most likely scenario
is that Telstra will

be firstin line.

There was also an initial preference by
the government for Telecom/Telstra to run
the project. Its recalcitrance was followed
by political decisions to create new state-
owned enterprises to fulfil policy objectives.

As had the prospect of a national satellite
network in the late 1970s, the NBN’s
announcement during the still heady days
of Kevin07 — and a forecast cost now more
than $40 billion — excited the popular ima-
gination and was integral to the Rudd gov-
ernment projecting as the party to take
Australia to a technologically advanced,
innovative future.

But over the last decade, as prime minis-
ters, governments and NBN Co chief execut-
ives have come and gone, and as corporate
plans, technology choices and operational
priorities have significantly chopped and
changed, the project has frequently been
mired in controversy and recrimination.

Amid all the impassioned arguments on
both sides by politicians, industry players,
technology enthusiasts and the public, what
is striking is that, boiled down, the issues in
contention are precisely those that have
reverberated for more than half a century:
tensions between economic and social
policy, city and country interests and busi-
ness and households; debate over the sec-
tor’s governance arrangements; and the
effect of relentless disruption from techno-
logical developments.

NBN’s $3L5 billion write-off last year is
simply the latest issue to rekindle the flames
of debate. Most interesting is what it means
for the government-owned company’s
future saleability, notwithstanding the
Albanese government’s plan to retain NBN
Co in public ownership for the foreseeable
future.

If — or when - privatisation kicks off, the
most likely scenario is that Telstra will be
first in line. It makes no secret of wanting a
seatat that table, and has been progressively
splitting its vast portfolio of assets and oper-
ations into separate businesses. One of
these, InfraCo Fixed, is plainly primed for a
full or partial NBN sale.

The larger question is:
what it will take to make
NBN Co saleable, to Telstra

i‘iglsiisn or anyone else? Let’s hope
EaEERE..®  that when the time comes,
|  the government of the day

ham®  can exceed the bar set by

the Hawke government

with Aussat a little more

than 30 years ago.
This is an edited extract from Crossed Lines:
Disruption, Politics and Reshaping
Australian Telecommunications. John Doyle
is an adjunct research fellow at La Trobe
University. He held strategy and regulatory
roles at Optus and was a board director of the
telecommunication sector’s primary industry
body, Communications Alliance.

Balloon incident reveals
‘more than just spying

i David E. Sanger

i Itmay be months before US intelligence

i agencies can compare the audacious flight

i ofa Chinese surveillance balloon across the
country to other intrusions on America’s :
¢ national security systems, to determine how :
: itranks. After all, there is plenty of :
¢ competition.

There was the theft of the designs of the

i F-35, enabling the Chinese air force to

i develop its lookalike stealth fighter, with

i Chinese characteristics. There was the case
i of China’s premier hacking team lifting the
i security clearance files for 22 million

i Americans from the barely secured

: computers of the Office of Personnel

: Management. That, combined with stolen
¢ medical files from Anthem and travel

i records from Marriott hotels, has

i presumably helped the Chinese create a

i detailed blueprint of America’s national

i security infrastructure.

But for pure gall, there was something

i different about the balloon. It became the

i subject of public fascination as it floated

¢ over nuclear silos of Montana, then was

i spotted near Kansas City and met its

i cinematic end when a Sidewinder missile

: took it down over shallow waters off the

: coastof South Carolina. Not surprisingly,

¢ now itis coveted by military and intelligence
¢ officials who desperately want to reverse-

i engineer whatever remains the Coast Guard
i and the Navy canrecover.

Yet beyond the made-for-cable-news

i spectacle, the entire incident also speaks

: volumes about how little Washington and

: Beijing communicate, almost 22 years after
i the collision of an American spy planeand a
i Chinese fighter off the coast of Hainan

: Island led both sides to vow that they would
i improve their crisis management.

“We don’t know what the intelligence yield

¢ was for the Chinese,” says Evan Medeiros, a

i Georgetown professor who advised former

¢ president Barack Obama on China and Asia

i with the National Security Council. “But

i thereisno doubtit was a gross violation of

i sovereignty,” something the Chinese object

i tovociferously when the US flies over and

: sails through the islands China has built from
i sandbars in the South China Sea.

. There is the question of whether
: the US failed to set a red line

- years ago about balloon

i surveillance, encouraging

i China to grow bolder.

“And this made visceral the China

challenge.” Medeiros says. “To look up
i when you are out walking your dog,andyou :
see a Chinese spy balloon in the sky.”

Asitturns out, it was hardly the first time.

i Hours before the giant balloon met its

i deflated end, the Pentagon said there was

¢ another one in flight, over South America.

i Anditnoted along history of Chinese

i balloons flying over the US (which the

i Pentagon, somehow, never wanted to talk

i about before, until this incident forced it to).

“Instances of this kind of balloon activity

i have been observed previously over the past
¢ several years,” Pentagon spokesman

: Brigadier General Patrick Ryder said. One

i senior official said many of those werein the :
: Pacific, some near Hawaii, where the Indo-

i Pacific Command is based, along with much
¢ of the naval capability and surveillance gear
i of the Pacific Fleet.

His admission raises the question of

whether the US failed to seta red line years
: agoaboutballoon surveillance, essentially
: encouraging China to grow bolder.

“The fact that they have come into

i airspace before is not comforting,” says

i Amy Zegart, a senior fellow at the Hoover
: Institution and author of Spies, Lies and

i Algorithms, a study of new technologies in
¢ surveillance. “We should have had a

: strategy earlier,” she says, and “we should
i have signalled our limits much earlier.”

The Chinese balloon floating over Billings,
: Montana. PHOTO: AP

i spying on one another, even from balloons.

i authorised surveillance of the Soviet Union

i bylofting cameras on balloons in the mid-

: 19505, flying them “over Soviet bloc countries
: under the guise of meteorological research”,
i according toan article published by the

: National Archives in 2009. It “yielded more

i protests from the Kremlin than it did useful

. intelligence,” reported author David Haight,

: anarchivistat the Eisenhower Library.

: balloons appeared to become obsolete. Now
: theyare making a comeback, because while
¢ spy satellites can see almost everything,

: balloons equipped with high-tech sensors

i hover over a site far longer and can pick up

i radio, cellular and other transmissions that
i cannot be detected from space.

: balloon was critical; in recentyears, the US

: National Security Agency and US Strategic

¢ Command, which oversees the American

: nuclear arsenal, have been remaking

i communications with nuclear weapons

: sites. Thatwould be one, but only one, of the
: natural targets for China’s Ministry of State

i Security, which oversees many of its

: national security hacks.

: From the revelations of Edward Snowden,

¢ theformer contractor who revealed many

i oftheagency’s operations a decade ago, the
¢ world learned that the US broke into the

i networks of Huawei, the Chinese

: telecommunications firm, and also tracked
: the movements of Chinese leaders and

: soldiersresponsible for moving China’s

¢ nuclear weapons. Thatis only a small sliver
¢ of American surveillance in China.

. thateveryone does it. Because they are

¢ largely hidden - save for the occasional

: revelation of a big hack - they have rarely

: become wrapped in national politics. Thatis
i changing.

i Butthe fact Chinese officials, realising that
i the balloon had been spotted, did not call to
i work outaway to deal with it was revealing.

i resolved after the 2001 collision of an EP-3

: spy plane and a Chinese fighter that brought
i down both planes. For days after that

: incident, president George W. Bush could

i notget Chinese leaders on the phone.

i Efforts by the secretary of state at the time,

¢ Colin Powell, also failed. “It made you

: wonder what might happen in a deeper

: crisis,” Powell said later.

: promises made about better

i communications. Clearly, those failed this

: week. When the balloon was shot down,

¢ Chinaissued a statement saying “for the

: United States to insist on using armed forces
: isclearly an excessive reaction”.

. beenreversed, China would have used force
: —ithasthreatened to do so when it believed
: outsiders were entering disputed waters,

¢ much less established Chinese territory.

whomin China,” Zegart says. “This is clearly
. the greatest unforced error the Chinese

i have madein some time.”

i THENEW YORK TIMES
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There is nothing new about superpowers

US President Dwight Eisenhower

With the advent of the first spy satellites,

That is why the Montana sighting of the

The NSA also targets China, of course.

Such activities add to China’s argument

This was hardly a life-threatening crisis.

Thatkind of problem was supposed to be

Afterwards, hotlines were set up, and

Few experts doubt that had the situation

“It makes you wonder who was talking to
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[.abor must keep
the inflation task
sharply in focus

I THE AFR VIEW

tarting a new parliamentary year, Anthony Albanese

says that Labor’s prosecution of the case for

enshrining an Indigenous Voice in the Constitution

will not distract the government from tackling other

priorities, especially the cost-of-living crisis. The real

question there is whether Labor’s economic agenda
is up to the job of preventing above-target inflation from
becoming entrenched, while supporting a soft landing that
maintains the COVID-19 silver lining of a jobless rate of 4 per cent
or less, and progresses the productivity agenda needed to
generate the sustainable wage rises and higher living standards
that Labor promised before the 2022 election.

With the Reserve Bank poised to raise its official cash rate today
for the ninth consecutive board meeting, Jim Chalmers’
declaration that the May budget will have little room for cost-of-
living handouts is welcome, along with Anthony Albanese’s
decree that new spending proposals must be offset by savings
elsewhere. As the treasurer says, anything that complicates the

job of returning the latest
. . 7.8 per cent inflation reading
Fiscal p oli ¢y needs to the central bank’s 2 per
to be in concert cent to 3 per cent target band
. , would also make life harder
with the RBA’s for households with
moneta ry p()l l Cy, mortgages by keeping interest

rates higher for longer. This

would, in turn, increase the
chances of a hard landing and a significant uptick in
unemployment. Fiscal policy needs to be in concert, not in
conflict, with the Reserve Bank’s low-inflation monetary policy.

The upside of the energy crisis for Australia is booming prices
for our iron ore, coal and gas exports. The short-term tax and
royalty windfall will likely produce a sharp improvement in the
budget deficit this financial year, even if officials downplay the
chances of a temporary surplus. Yet prudent fiscal management
must assume that the high tide of commodity export prices will
normalise in the not-too-distant future. When that tide comes in,
baked-in spending pressures will expose budget deficits well into
the 2030s.

Labor needs to anchor both inflation and budget expectations
by commiitting to fair dinkum fiscal repair. Hence, Dr Chalmers
must use the May budget to restore some sort of credible medium-
term budget framework, such as through rules to balance the
budget over the economic cycle or reduce the public debt. The
treasurer has flagged the budget’s long-term structural challenges
—due mainly to Labor’s spending monuments in health, aged care,
childcare, disability and education — and talked of conducting a
“conversation” about how to pay for social services. But that
sounds like code for further ratcheting up the size of government
and paying for it with inflationary tax rises — which would break
Mr Albanese’s election promise of no new taxes.

Labor promised to get wages moving again. But it has no real
plan to achieve wage rises that don't just add to inflation and get
eaten up by it. Instead of restoring Paul Keating’s enterprise
bargaining system that generated productivity and real wages
growth by allowing workers and employers to negotiate win-win
agreements, Labor’s retro industry-wide “pattern bargaining”
re-regulation has sent Australia’s workplace framework back to a
more inflexible, one-size-fits-all past. And Workplace Relations
Minister Tony Burke promises new laws this year that will target
the gig economy and crack down on labour hire firms in the
mining and construction sectors.

Meanwhile, the return of higher inflation has collided with the
global energy crisis exacerbated by the Russia-Ukraine war and
sent gas and electricity prices soaring. Labor’s “reasonable” gas
price cap intervention into the domestic energy market risks
making the problem worse by increasing demand while choking
off the investment in new supply that the Australian Competition
and Consumer Commission says is urgently needed to avoid
forecast shortfalls in the next several years.

The scale of the inflation challenge means that voters will be
doing well if they manage to break even by the time of the next
election. Hence, Labor’s policy priority for 2023 should be to bring
down inflation, including by ramping up immigration and
tapping the global talent pool to alleviate skilled worker shortages
—and to inject more enterprise and energy into the place.

AFRGAT A038

AT

=

Tuesday 7 February 2023 AFR

The Australian Financial Review | www.afr.com

» Read more opinion and letters, and see more of David Rowe's award-winning cartoons at afr.com/opinion Edited by Kevin Chinnery: kchinnery@afr.com

From the Gallery David Rowe

Lack of delivery

When the treasurer talks
about ‘partnering with
business’ and ‘making
markets better’, there is
simply scepticism and
nervousness among the
business community.

”Al]egra Spender

Iwelcome Jim Chalmers’ contribution to
Australia’s economic debate with his essay in
The Monthly. There are areas in which I agree
with him, and others in which Idon’t. But
borrowing from John F. Kennedy, I challenge
the treasurer to ask not just what business
can do for the government, but what he can
do for business —and then deliver on it.

Chalmers’ essay talks about the
government having a leadership role in
defining priorities, challenges and missions. I
agree with this and some of the priorities he
identifies, such as climate action, increasing
inclusion and opportunities for all, and
measuring more than just money.

But the role of government is more than
leadership, itis about delivery.

Although the treasurer focuses on market
failures, businesses focus on the government
failures of the past two decades and ask why
this government isn’t fully addressing those.

Few business people think that the
government is on top of tax. The Henry
review showed a burning need for genuine
reform, but the Rudd, Gillard, Abbott,
Turnbull and Morrison governments have
failed to deliver. Before Chalmers remakes
capitalism, business would like to see him
deliver tax reform.

Tax reform is not merely fiddling with the
stage three tax cuts but changing the tax mix
to ensure its long-term sustainability,
meeting the challenges of the
Intergenerational Report,introducing a
trusted resource tax framework, and
ensuring our people share in Australia’s
€conomic success.

Even fewer business people think the
government is on top of spending. In the past
five years, government spending is up
$166 billion a year. This is a contributor to our
inflation outbreak and the Reserve Bank’s
drastic action on interest rates. In three years
it'll be up another $85 billion —and that’s
before the government implements all of its
commitments in aged care, defence, health,
education, and social security. Budget deficits
are forecast in every one of those years.

Government spending must actually make
adifference, not just sound impressive. The
Productivity Commission’s recent review of
education demonstrated how critical this is;
billions more are being spent, with no real
educational improvements to show for it.
Any business unit with those sorts of results
would have a zero-based budget review.

We need to institute a rigorous and publicly
available analysis of government spending, a
process where all department spending is
evaluated to see whether the same money
could be spent for better outcomes.

And finally, the business community feels
the government is focused on what business
can do for them, but not focused on what they
can do to empower and unleash business.

The government is understandably
focused on implementing its agenda, but it
needs to listen to business as part of that
process. Industrial relations reformsare a
clear example.

Business went to the Jobs and Skills
Summitin good faith, butlastyear’sIR
legislation did not reflect that good faith. The
Council of Small Business Organisations
Australia naively said it was open to opt-in
multi-employer bargaining templates and
the government said it had a mandate for
mandatory multi-employer bargaining that
was opposed by every business group,
including COSBOA.

No wonder the business community has
grown sceptical, suspecting it will be
“consulted” but not actually listened to. And
that scepticism is contributing to reactions to
Chalmers’ essay and nervousness about what
“partnering with government” and “making
markets better” might mean in practice.

The problem is, the government does not
have a real agenda for enabling businesses to
thrive. Small organisations aren’t told until
the last minute whether their government
contractis being renewed.

Businesses around the country are
struggling with the complexity of the awards,
and face regulatory changes that happen all
atonce, without any sequencing.

Aswellas alackofaction, there is alack of
recognition of how much better government
should be. A sectoral level review of value-
destroying regulation, a sequencing of
regulatory reform, a wholesale review of the
awards and a commitment from government
to be agood contract partner to business
would show that the government is serious
about being a partner of business.

Things have to change. Although business
isn’t perfect, the business community I know
fully supports an agenda of making the
country better, making our workplaces more
inclusive, helping to share prosperity,
making a positive contribution to our
communities. This is demonstrated by the
community’s endorsement of paid domestic
violence leave and the Respect at Work bill.

Butif government won’t be a true partner
for business, that goodwill will dry up. Now is
the time for government to focus on fixing
itself and releasing the handbrake on
business, so we can all thrive.

Allegra Spender is the independent federal
member for Wentworth.
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Economy
Did the
pandemic
change
everything
about global
inflation?
Which of two
eminent
economists is
right on this
question will
decide the
future of
monetary
policy.

Holden

There are ethical ways of living with the thrill of gambling

Gaming

The fun of
betting on
uncertain
outcomes is
not a problem.
But addiction,
organised
crime and
ubiquity make
excessive
indulgence a
social ill that
requires a
policy fix.

Longstaff

! AstheReserve Bank ponders further

: interestrate rises to tame inflation, there are ;

i larger forces at work that will determine

! rates over the next decade. And those forces

i are the subject of a debate between two of
i theworld’s most distinguished economists.
i Forthreeyears, the Australian and world

{ economies have been defined by the COVID-

i 19 pandemic and the fight against inflation

that has followed. With determined central
i banksraising interest rates and supply

¢ chains unclogging, this fight looks set to be
i won. Perhaps this year.

! Thatraises the question of what our

i economy will look like afterwards. It's

i tempting to use phrases such as “return to

i normal”. But whatexactly was “normal”

i before the pandemic?

i Itiswidelyaccepted amongeconomists

i thatin the decade before the pandemic,

: advanced economies such as Australia and
i the USwere suffering from what American
i economist Alvin Hansen, in1938, called

: “secular stagnation”. Former US Treasury

i secretary and Harvard professor Larry

i Summersreinvigorated this phrase in 2013

i inthe modern era.

! Secular stagnation involves a protracted
i period of low economic growth

i accompanied by low inflation, despite

i extremelylow (perhaps zero) nominal

! interestrates. That's a pretty good

i description of the 2010s in most advanced

! banks pushed down interestrates to

: historically low levels and kept them there.
i Yeteconomic growth was sclerotic,and

i inflation was stuck below 2 per centamid

; fearsaround deflation. It was like a Japan-

i 1990sredux.

i Economists believe this was caused by a
i simultaneous decrease in the demand for

i investmentcapital and arise in savings,
caused by technological and demographic
; factors.

i Itoncetookamassiveamountof

i financial capital to build big companies.

i Thinkof big steel companies, railroads and
i large-scale industrial manufacturing. In the
! internetage, some of the most valuable

! companies in the world could be created

i withagreatideaand a $3000 laptop. And

i manyimportant capital goods gota lot

Debate about the regulation of gambling
has intensified to the point where the sound
and fury from all sides risks obscuring the
central issues that must be addressed. With
thatin mind, I would like to offer a
perspective on how the issue appears when
viewed through the lens of ethics—rather
than commerce or politics.

The essence of gambling is to take on risk
in anticipation of a hoped-for (but
uncertain) reward. In that sense,
pedestrians “gamble” when they try to save
time by dodging through traffic rather than
walking to a designated crossing.

The same goes for those who make an
“educated guess” when investing in equities.
Like the punter who puts down a “prudent
bet” - based on studying the form, visiting
the track and so on—an active investor who
takes into account “the fundamentals” is
gambling.

However, notall forms of gambling are
equal. Some are built around systems of
probability that are consciously tuned so as
to enable “the house” to win more
frequently than their customers over time.
Solong as everyone knows this, there is
nothing problematic about this form of
gambling. It's perfectly acceptable to choose
to spend money on entertainment.

So, if the practice of gambling is so
innocuous, why all the fuss?

The answer is to be found in three forms
of harm that, although external to the
practice of gambling, have become
intimately connected to it: addiction,
organised crime and ubiquity.

cheaper. Thanks to Moore’s law, an iPhone
i ismore powerful than the world’s faster
i supercomputer was two decades ago.

Atthe same time, as life expectancies —

i andhence the length of retirement -

! increased and populations aged, there was a
i largeincreasein savings. Therise of

i sovereign wealth funds and prevalence of
billionaires compounded this “savings glut”.

So, if these technological and

i demographic factors are still at work, then
i onceinflation is tamed - and nothing else

! important has changed —we will go back to
: thelow growth, low inflation, low interest

{ rateworld of the 2010s.

Butare these technologies and

demographic factors still present? And has
i nothing else meaningful changed?

First, the most serious harms caused by
gambling are to individuals who become
addicted to it. However, itis essential that
we note that the “evil” is addiction - not
gambling as such. Addiction to work or sex
or chocolate is all deeply problematic for
those who are afflicted. However, that does
not make work, sex or chocolate
intrinsically harmful.

Unfortunately, some parts of the
gambling industry seek to exploit the
addictive tendencies of some people. There
are wicked individuals and organisations

Let’s avoid ‘wowserism’
of a kind that presents
gambling as the
problem. It is not.

who seek out means to “hook” people on
their gaming product. They do this through
conscious design of machines, experiences,
incentives...almost anything. There is no
“accident” in this. The trap is deliberately set
and snares whoever it can catch.

Atthelower level of complicity are those
who do not deliberately aim to capture the
addict but, rather, fail to take adequate steps
to protect them from harm.

Itis perfectly acceptable to design for fun,
excitement, or enjoyment. However, people
in the gambling industry have a particular
obligation to use all effective means to

Editorial &Opinion

reat inflation debate shaping interest rate policy

-~

Larry Summers says everything changed with the huge US pandemic stimulus.
i todescribe the state of advanced economies  ;

L If Summers is right,

: then we are likely to see
: the RBA keep interest

i rates about 4 per cent.

i economies. After the financial crisis, central i

This is the subject of a recent debate
between Summers and another renowned

MIT professor Olivier Blanchard. Summers
gave a fascinating talk at the recent
American Economic Association meetings,
and Blanchard has a compelling new book
out, partly summarised in a recent Peterson
Institute post.

Summers essentially thinks that
everything changed with the pandemic.
Focusing on the US, he points out that
between the Trump and Biden
administrations, the stimulus was so big
thatthere hasn't been a “demand shortage”

all the structural forces he identified in his
2013 IMF speech are still there, but that big
government debtlevels and increased
defence and social expenditures will raise
realinterest rates.

He also makes an intriguing point about
the new need for increased investment
spending. He argues that building
redundant capacity for more just-in-case
(rather than just-in-time) supply chains,
plus investments in technology for the

minimise the risk of harm to those who are
susceptible to addiction. Failing to do so
leads to tragic outcomes —and there isno
way people in the industry can wash their
hands of blame for what might reasonably
have been prevented, if only a sincere effort
had been made to do so. Instead, some try to
block reforms, simply to advance their
commercial interests.

Second, as law enforcement agencies
have highlighted again and again, organised
crime has gotits hooks into the gaming
industry.

Criminals see their “regulated losses” as
an acceptable cost to bear for the
convenience of being able to launder vast
amounts of cash through gambling.

Once again, the “evil” of organised crime
is notintrinsic to the practice of gambling.
Crime is pernicious wherever it rearsits
ugly head. Itis simply an unfortunate fact of
history that, for selfish reasons, criminals
have developed a close association with the
gaming industry.

However, there is nothing necessary
about that connection —which can and
should be severed.

Finally, there is the problem of “ubiquity”.
One of my earliest published articles on this
topic noted that while there is nothing
intrinsically wrong with, say, church choirs,
itwould be unspeakably destructive of the
common good to place one on every street
corner. You can have too much of even the
best things (not sure that church choirs
count).

Gambling is everywhere! This is especially

! energy transition, will all boost demand for
: investment.

i bond ratesand points out that forward-

: lookingreal interest rates are still very low.

i Heseesnoreason thatreal interest rates

i (whichare what matter for investment)

i won'tstay low after the current inflation

¢ flightis over. Like Summers, he thinks that
the structural forces thatlead to secular

i stagnation have not changed post-COVID-19.

presumptuous of someone like me to
= : attempttoadjudicate this debate between
f : giants. Buthere goes anyway.

i whenitcomestothe USand perhaps

i Europe. Spending during the pandemic was
; i trulymassive, debtlevels were already high,

4 i andthedemographic forces of ageing

: populations remain powerful.

like Blanchard’s story. Our pandemic

: spending wasnotaslarge (asashare of the

i economy)asin the US. Our debtlevels were
i dramatically lower. And our population

i demographicsare less pronounced than the
i USorEurope. One mightsay “plus ca

i change’.

economist, former IMF chiefeconomistand
i redundant capacity could be verylarge. In

i particular, decarbonising Australia’s

! economy-given our economic geography—
i mightwell require much more capital

i investment than in other countries. This

i could make Summers rightabout Australia
i aswell.

i turnsoutto beright. If we return to secular

: stagnation, then central banks will end up

i cuttinginterestrates tolow levels,and

i governments will be called on to make large
economy ever since. He certainly thinks that ;
i demand. If Summersisright, then we are

i likelyto see the RBA keep interest rates about
4 per cent, and the concern will be too much,
i nottoolittle government spending.

the American Economic Association in
¢ early January, “time will tell”.

Richard Holden is professor of economics at
i UNSW Business School and president of the
i Academy of the Social Sciences in Australia.
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Blanchard disagrees. He looks at10-year

Itwould be more than a little

Ithink Summers has the better argument

But Australia may end up looking more

One caveat is that our building of

Much hinges on which side of this debate

investments to make up for the lack of private

As Summers concluded in his address to

so now that the “gambling bug” lives inside
our phones and other communication
devices.

What does all of this mean for the current
debate? First, let’s avoid “wowserism” of a
kind that presents gambling as the problem.
Itis not. However, if we wish to enjoy the fun
of ethical gaming, we must choose the
means, as a society, to eliminate (or at least
ameliorate) the evils of addiction, organised
crime and ubiquity.

Despite claims to the contrary, the
technology required for cashless gaming is
already developed. It should be used, with
default daily betting limits that apply across
all forms of gaming - on the track, in
casinos, in clubs, online ... wherever.

And while we're atit, can we regulate
gambling advertising so that it does not
invade every aspect of our lives —especially
thelives of children, who are at risk of being
convinced that betting on sport is better
than playing it?

Some people doubt it is possible to run
profitable gaming enterprises without
exploiting the deadly trio of addiction,
organised crime and ubiquity. I do not
agree. Difficult? Yes. Impossible? No. Given
that gambling can be a source of innocent
joy, I think the effort worth it.

Simon Longstaffis executive director of The
Ethics Centre. The centre works with
companies that either directly or incidentally
have a connection withgambling and are
committed to addressing the ethical dimension
of this aspect of their business.
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CEO woes behind $24b Newmont bid

t's telling that the $US40 billion

($57 billion) US gold mining giant

Newmontshouldloba

$24.45 billion bid at Newcrest

when the ASX miner is withouta

permanent chief executive.

For the past decade, Newcrest has
had a decidedly mixed record when it
comes to managementand culture.

Former chief executive Greg Robinson
left the miner in 2014 after $6 billion of
write-downs related to the group’s
acquisition of Lihir Gold. This deal, done in
2010 ata cost of $8.5 billion, was the
brainchild of then chief executive [an Smith,
who would later leave Orica following
criticism of his management style.

Robinson’s successor, Sandeep Biswas,
did an impressive job from an operational
and financial point of view, fixing the
company’s balance sheet, lifting its
operational performance (including at
Lihir) and setting up an impressive suite of
growth options. But questions remained
abouthis leadership style and the
company’s culture after he retired suddenly
in December.

Newcrest's chief financial officer, Sherry
Duhe, seemed a shoo-in for the top job when
chairman Peter Tomsett appointed her on
an interim basis in December, but while she
is well respected after stints at Woodside
and Shell, there are some investors who
question her limited experience in gold
mining.

By contrast Newmont, the world’s biggest
gold miner by market capitalisation, is
known for what might be described as
classic American mining industry
leadership —stable, sophisticated, calm and
long-term, arguably even to the point of
being a bit too thoughtful.

Its current chief executive, Tom Palmer,
is one of the global mining sector’s more
respected bosses —it’s not for nothing he
was mentioned in dispatches as a potential
chief executive of Rio Tinto when Jean-
Sebastien Jacques stepped down in 2020.

As one veteran gold sector observer noted
yesterday, the most obvious way to illustrate
the contrast between Newmontand
Newcrest's recent history is through their
share price performance over the pastyear,
taken in US dollar terms (the currency of the
gold sector).

Newmont shares are up 33 per cent over
that period, while Newcrest shares are
down 12 per cent, according to Bloomberg
data.

That comparison also explains why
Palmer believes he can swoop in and grab
Newcrest with an all-scrip bid.

Newmont's first offer, made in late
January atan exchange ratio of 0.363
Newmont shares for each Newcrest share,
was swiftly rejected by Tomsett. But Palmer
came back on Sunday with a second offer at
0.38 Newmont shares for each Newcrest
share; this latest offer was flushed out by
The Australian Financial Review's Street
Talk column on Sunday, forcing Newcrest
toreveal Newmont’s approach yesterday
morning.

The Newcrest board is now mulling the
offer. Although there is no indication of how
long this process takes, investors are likely
tolearn more next week when the ASX
group presentsiits first-half earnings.

Newcrest shares leapt10.4 per cent to
$24.78 yesterday morning, still well short of
the $27.40 for every Newcrest share implied
by Newmont's latest bid, a 22 per cent
premium to Newcrest's closing price on
Friday.

Whether that premium is enough to get
the deal done remains to be seen. Last week,
shareholders in Yamana Gold approved its
$US4.6 billion takeover by Pan American
Silver and Agnico Eagle Mines, which was
struck on a 23 per cent premium.

Newmont’s dividend yield of 3 per cent,
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For the past decade,
Newcrest has had a
decidedly mixed record
when it comes to
management and culture.

compared to 2 per cent at Newcrest, may be
a further attraction to investors.

There are other layers of history that
explain why Newmont has come knocking
atNewcrest's door.

The firstand most obvious is that
Newmont gave birth to Newcrest; the ASX-
listed group was created in 1966 as
Newmont’s Australian subsidiary and
subsequently changed its name to Newcrest
in the 1990s, following mergers with
Australmin and then BHP Gold.

The two companies have not had formal
links for many years, but have both been
participants in the wave of consolidation in
the gold sector that has been rolling for the
best part of 20 years. This is another
important point of history.

A fresh round of deals has long been
predicted; Yamana Gold’s executive
chairman, Peter Marrone, said last month
that chatter across the industry pointed toa
slew of potential tie-ups.

There are a few reasons for the
consolidation calls. The first issue is that for
all the deals, big and small, over the past
decade or so, the sector remains very
fragmented —bigger companies should be
able to extract bigger economies of scale, or
so the theory goes.

The second issue is that gold mining is
getting harder and more expensive. Getting
approvals for new mines is increasingly
difficult, while the gold itself is harder to get
at, requiring miners to spend more and
deploy innovative technology to extract the
precious metal.

Newcrest, which is seen as something of a
technological leader in the sector, knows
these challenges well. But it also offers
Newmont a good combination of existing
assets with reasonable growth profiles, plus
awell-developed suite of prospective gold
assets in Australia, Papua New Guinea and
Canada.

AsMacquarie analysts have noted,
developing these mines is not without
execution risk. Palmer is betting Newcrest
shareholders will welcome the opportunity
to throw their lot in with Newmont, which
can use its size and scale to de-risk the ASX
group’s growth plans.

Owning tier one mines in friendly
jurisdictions such as Australia and Canada

(and even PNG, given the long experience of
Australian miners there) will be important
to Newmont in a world of geopolitical
tension.

The cherry on top of this deal for Palmer
may well be Newcrest’s copper interests.

While Biswas left behind a mixed legacy,
one of the most positive aspects of his time
in charge was the work he did to spotlight
Newcrest’s growing exposure to copper,
primarily through its Cadia mine in NSW,
butalso (in much smaller amounts)
through its Red Chris mine in the Canadian
province of British Columbia and its Telfer
mine in Western Australia.

Biswas’ belief was that a strong gold
company had a solid copper business too
(the two metals are often found together)
and last financial year, copper accounted for
25 per cent of Newcrest revenue, up from 22
per centayear earlier.

Palmer has expressed similar sentiments,
declaring lastyear that he was on the hunt
for copper mega-projects.

“I'm pretty excited about having good
exposure to copper at that time when the
world is going through the energy
transition,” Palmer told Bloomberg TV last
year. “Copper’s got a pretty good story in
front of it.  think its day in the sun is more
towards the end of this decade.”

Newcrest certainly wouldn’t deliver
Newmont a copper mega-project, butit
would deliver another 25 million tonnes of
copper resources and expertise in this
metal.

One consideration that both sides of this
deal are likely to be weighing is the outlook
for the gold prices, which has leapt almost
15 per centsince last November on the
prospects of a boom in China as COVID-19
lockdowns ease and inflation starts to
retreat. The spot gold price hita nine-month
high of $US1927 an ounce in late January.

Signs that inflation is continuing to fall,
and central banks are close to ending their
run of interset rate rises should be good for
the gold price.

Last December, ANZ commodity analysts
Daniel Hynes and Soni Kumari were upbeat
on the outlook for the precious metal.

“Gold prices tend to come under pressure
ahead of recessions, but then outperform
other markets (such as equities) during
them ... as global growth slows through the
second quarter amid elevated geopolitical
risks, we expect safe haven buying to lift the
gold price.”

Palmer might have been keen to bid for
Newcrest before inflation really rolls over,
and gold prices rise further; Tomsett may be
keen to ensure this rosy outlook is
encapsulated in any further bids.

JAMES THOMSON

Jj.thomson@afr.com
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Turnaround legend John
Pollaers loses an alibi

We return now to the renowned CV
gymnastics of Swinburne University
chancellor and now AGL Energy director,
John Pollaers.

Readers may recall that in the feverish
lead-up to AGL’s annual meeting in
November, where 11 per cent shareholder
Mike Cannon-Brookes successfully
installed four hand-picked directors
(Pollaers included) on the company’s board,
questions were repeatedly raised about
Pollaers’ public statements regarding his
corporate turnaround experience.

According to The Australian, “Professor
Pollaers said he had carried out16 major
company transformations during his
career”. This would be impossible because
Professor Pollaers only ever worked for
three major companies.

Pollaers bears the title of “professor” and
he teaches at the University of Melbourne,
yet he doesn’t have a PhD and has not
written any peer-reviewed academic
research. In our day, such a person was
called a lecturer.

Precisely measuring the magnitude of
Pollaers’ exaggeration was assisted by his
biography, carried since October 2014 by
The Conversation, that claimed “John’s
career has been marked by repeated
turnaround performances in which he has
successfully led nine business
transformations, Pacific Brands’ being the
mostrecent”.

This would suggest that in the eight or so
years between being pushed out as CEO of
Pacific Brands (after less than two years in
the job) and running for the AGL board,
Pollaers was claiming to have led another
seven major company transformations.
This was a valiant narrative given that
during this period, Pollaers worked as a
university lecturer and sat on a bunch of
government taskforces and panels but
didn’t work for a single major company.

Amazingly, none of this grandiose
embellishment seemed to bother Double
Bay Jesus or his apostles at Grok Ventures. It
bothered the 38 per cent of AGL
shareholders who voted against Pollaers’
election to the board, but, incredibly, they
were outnumbered.

Pollaers was even asked by a shareholder
from the floor of the AGL AGM to list each
of the 16 company transformations he has
led, and he refused!

Pollaers has talked his way on to the
board of a public company by blatantly
misrepresenting his skills and experience,
but, much worse, he has done so while
serving as the chancellor of an Australian
university. Whatkind of message does his
conduct send to undergraduate students?
Why would they listen to teachers warning
them off submitting assignments generated
by ChatGPT, when the university’s most
senior officer shows them that actually, in
Continued p37
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