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Paul Rickard: 

Hello, and welcome to February Switzer Report Webinar. I'm Paul Rickard. Joining me today is, first of 
all, Peter Switzer. Peter, welcome to program. 

Peter Switzer: 

Thanks for inviting me along, Paul. 

Paul Rickard: 

Could not have the program without you. I get to host, but I get to grill Peter, which is also fun. And our 
special guest for this month, of course, is Michael Wayne. Michael's the managing director and founder 
of Medallion Financial Group. A regular of these webinars and on Switzer TV. Michael, great to you have 
you onboard. 

Michael Wayne: 

Yeah, it's good to be here, fresh 2021. 

Paul Rickard: 

Fresh 2021, interesting market isn't it? I mean, it's a bull market, but we were talking off air a bit about 
the change between some of the momentum swings, you're a bit more worried about value stocks 
coming back into vogue, or? 

Michael Wayne: 

It's been well documented now, the divergence in the performance of growth stocks relative to value, 
and it's got to very extreme levels. And now as we're coming out of a recession, globally history suggests 
that it's the value stocks that perform a lot better than the growth stocks. So for us personally at 
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Medallion, we've had a very good run in a lot of those growth companies in the IT space, healthcare 
space, and even we're now starting to have to question do we still want to maintain that overweight or 
that extreme overweight to those high PE high growth names or do want to start looking at some of 
value parts of the market? Whether that be commodities, whether it be the bank stocks which we 
picked up for the first time really ever, probably three, four months ago, even looking at resources and 
energy companies. Things that we wouldn't normally look at, we're starting to having to focus our 
attention there because we do think there's potentially some value to be unlocked. 

Paul Rickard: 

Okay, let's get back to that. I probably missed a couple of things at the outset. So first of all, the 
obligatory disclaimer. Now this is really important because what it says is we're going to give you 
general advice, but we don't know anything about your individual circumstances, particular needs, or 
investment objectives. So before acting on anything we say, we always encourage you to make sure you 
get the appropriate personal advice. So warning about anything today, this is general advice only, and if 
any questions, you should always go and get the appropriate advice from the right person. 

Paul Rickard: 

Okay, just a few other things, a few housekeeping matters. The webinar controls are at the bottom of 
your screen. Two ways to ask a question, or three ways. One, we've already got a lot of questions in 
from people already, which is great, so we'll get to those first. Secondly, the other way is click on the 
raise your hand button and then we'll come to you, you will just make sure you need to be unmuted at 
your end, but we'll make sure that you can talk. So I'll say this is Jane or someone and Jane we're going 
to get you to ask the question. Or if you don't want to state the question across your microphone or 
computer, you can just type it in and we'll come to those questions as well. Our preference is to get you 
to talk because we can understand the question a bit better and it makes it a bit more interactive for our 
other participants. So that's the preference, so just to see how it's going. 
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Paul Rickard: 

Now just to start off, like to just talk about January, 0.3%, market's rallied a bit, about 2.5% this week, so 
some of this is out of date. Only comment from me on those data, Michael, was that the big caps are 
doing better, and it's the mid and small caps that are underperforming, and I think that trend's almost 
continued this week, hasn't it? 

Michael Wayne: 

Yeah. I think we've seen that the banks performed pretty well and that's obviously some of the bigger 
constituents there. I'm not sure exactly what's driving that, it does bounce around every now and then, 
but you've got to look into things like the currency changes for that particular month, that often has a 
bigger impact on certain businesses and a smaller impact on others. So all those things need to be taken 
in account when looking at those figures. 

 

 

Paul Rickard: 

When we come to the sectors, Peter, look, very much ... Again, this is January, but I think what the clear 
take for me is the consumer focused sectors, which I think is consistent of what's going on in the 
economy, are doing pretty well. 

Peter Switzer: 

Look, Paul, if the whole world was as successful as Australia in coping with coronavirus and vaccinations 
were out there working as quickly as people hoped, the reopening trade and the stocks associated 
would all be doing very well. But in a sense, people are still working from home, and so a lot of the 
working from home stocks are still doing really well. You're a great fan of Wesfarmers and Woolies, was- 

Paul Rickard: 
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Yeah, all the consumer stocks, right? 

Peter Switzer: 

Yeah, and that is something we learned last year when the coronavirus hit. Now, stocks like Webjet have 
been bought on the anticipation one day we'll get back to normal and the reopening trade, but we're in 
that kind of... I don't know if I'd call it Twilight Zone. 

Paul Rickard: 

Was the reopening trade over hyped? 

Peter Switzer: 

Well, look, for example, I'm a person who really liked Webjet when it was two dollars-something, but I 
always said I'm waiting for a year before it come... I think the people who bought early though they 
were going to do better. And they did, it actually ... What is it now? About five bucks or something, isn't 
it? 

Michael Wayne: 

It was killing it. Even if you managed to get it around March, April last year, you've done extremely well, 
even at these prices despite it pulling back. 

Peter Switzer: 

So I think the market is not completely... not one camp or the other, and I think the residual is, we know 
people are still going to Harvey Norman, JB Hi-Fi, and they're buying stuff, because they can't fly 
overseas. We couldn't even get to Queensland if you were living in New South Wales a couple of weeks 
ago. So I think it all makes sense, but one day when normalcy is closer, services are going to go through 
the roof. People are going to go traveling, people are going to get massaged, people are going to go to 
beauty shops, all that sort of stuff, and that's when I think the shift will happen, and some stocks will 
start doing better than others. 

Paul Rickard: 

Okay, let me just go on to the next thing, so it's, I think, about reporting season, and just maybe any big 
themes you're looking for. Also, what are your stocks you're looking for to do well in reporting season 
Michael? We're about, really, that kicks off next week. 

Michael Wayne: 

Well the reporting season should be quite good. We've seen analyst's expectations be revised up over 
the last couple of months as we've come into the reporting season. So we'll be expecting many 
businesses to do quite well. And in the US, their reporting season which is a little bit before ours has 
been very very good with the real numbers exceeding expectations significantly. The question is going to 
be about the outlook. Will companies be confident enough to provide guidance, and any sort of outlook, 
given that COVID is still uncertain, and given that the distribution of vaccines is still uncertain in terms of 
the timeline. 

Michael Wayne: 
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So I think a lot of companies will probably hide behind that, and just give themself that flexibility to 
guide the market in the months after reporting rather than going too hard too early, and having too 
much confidence in how things are going to play out. So we think that definitely there's going to be 
certain sectors that do better than others. I think you'll find that the mining companies, materials, their 
earnings growth is going to be very very good, their dividends per share numbers are going to be very 
very good because of all these very high price, they've been spitting out enormous cash flow numbers. 
So that's nearing the mark that I think will do quite well. Specific business that we quite like, Credit Corp 
has already reported, that was one that we like for clients. 

Michael Wayne: 

IDP Education is an interesting one as well. They've suffered a lot from the lack of international students 
coming into Australia, but they've shown in their last report in August of last year that they've pivoted to 
the digital space very very well, so they've actually improved their margins. So that's a business that we 
think is one to look out for. Companies like Altium, I think, is offering some decent value. We think that 
businesses like CSL will be interesting to watch. 

Paul Rickard: 

That's a really good one, we're going to talk about CSL later, but the market's quite down on CSL at the 
moment. All the analysts are worried about plasma collection being disrupted in the US. But the history 
of CSL is that it's always reported within guidance. We know what guidance is. Sales is between 3% to 
8% and constant currency. I did a video on this the other day, so I know this... And also profit growth... 
Sorry, sales growth is 6 to 10, and profit growth is 3 to 8. And also has a tendency to surprise on the 
upside. So they're all bearish, is that one that could do well, a lot better? Or am I just talking my own 
book here? 

Michael Wayne: 

I think so. No, I think so. That's one we've actually been buying for clients who don't own it, because it 
obviously doesn't give you a chance too often. But few feel as thought the pullback from 330, I think it 
got to at one point, to 270 odd, is a decent opportunity from a long term perspective. CSL reported very 
well in August of last year despite everyone being concerned about blood collection in the US, but the 
thing with CSL you have to understand is that they're rolling out more and more collection centers 
around the world. 

Michael Wayne: 

So although they might be losing capacity in some of their existing stores, or some of their existing 
collection centers, they're actually rolling out and increasing the sheer number of collection centers, 
which can more than potentially offset the clients elsewhere. So for us, we're confident that they're 
going to deliver a strong result within guidance, and probably give some decent outlook on how they 
see things bouncing back. Because you have to remember that blood collection is probably the only part 
of their business that's struggling, and that really is transitory. I think the Aussie dollar rallying hasn't 
helped them either, but- 

Paul Rickard: 

Sure, they've been impacted by the currency... 

Michael Wayne: 
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But I think from a long term perspective they've done nothing wrong, they've hit... actually exceeded 
guidance in August last year. I wouldn't put it past them to exceed it- 

Paul Rickard: 

They've never disappointed, so every report I read about it is from another analyst talking about how 
collections are down. And they say... Well under continuous disclosure, they would have had to tell us if 
they're not going to be in guidance. And they have a habit of over surprising. So maybe it's the low end 
of guidance, I don't know, but anyway. 

Michael Wayne: 

I agree. We've been using this opportunity as an accumulate for new clients who haven't had it in their 
portfolios previously. 

Paul Rickard: 

Okay, one that you're looking out for Peter? 

Peter Switzer: 

Xero. 

Paul Rickard: 

Xero? 

Peter Switzer: 

Yeah. What was it? It's down to... what's it down to now? 

Paul Rickard: 

About $130 it was yesterday, I just haven't checked- 

Peter Switzer: 

And they analysts think it's going to go to $110. I tell you what, if it goes to $110, I will be buying a lot of 
Xero. We got in below $100- 

Paul Rickard: 

$127.89 right now. It's underperformed this month, it was $150 at the end of December, though they 
haven't got there. 

Peter Switzer: 

But it would have a currency effect as well, wouldn't they? 

Michael Wayne: 

With these days, I think they're generating almost as much revenue if not more overseas. I know it was 
getting close to 50-50, but that could definitely be a factor. So we've talked about Xero a lot over the 
last couple years, and we like it too, and continue to like it, and we think they've got a very good 
business model. The growth numbers will probably start to slow out of the UK, obviously as they get 
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scale and size. But great business, they recently increased their fees. I saw, I use Xero myself, I got the 
email coming through, and they've increased their- 

Peter Switzer: 

I bet you thought, "Gee, I'm going to drop that." 

Michael Wayne: 

Exactly right. So it just shows you, I haven't even look twice, and it only caught my eye because you're an 
investor. 

Paul Rickard: 

Is there any reason why it's down from where it was at the end December? It's just got over hyped in 
December? 

Michael Wayne: 

It was up at what? $150. 

Paul Rickard: 

$150 it got to, yeah. 

Peter Switzer: 

Okay, let's remember this. If I'm a fund manager who's liked Xero from say $60 right to $150, why 
wouldn't I take profit and do the rotation trade, and wait for it to get down to $110, and go in there 
again? I'd do that if I was a fund manager. 

Michael Wayne: 

There's a few names in tech. Everyone, again, has been scared of this rotation out of high PE, high 
growth, should I maybe lock some of those in the tech space, move to some more value stocks? So 
we've seen that from things like Pushpay as well, and Xero, and a lot of other tech stocks have seen 
some similar pullbacks. But I don't know, I think there's a lot of merit in Xero from a longterm 
perspective and in the scheme of its rally in the last 12 months, the pullback's not that significant. 

Paul Rickard: 

Okay, so let's go to some questions. We'll go through some. I've got some in already, but let me just go 
to some of the ones we already had, just as fairness to the... the first come first serve type basis. I've just 
lost another page here. So we'll just go to the first lot. 

Peter Switzer: 

Jason's the first one, which ETFs do you like for 2021? 

Paul Rickard: 

I'm going to write about that on Monday, Jason, for out review. So I'll do that in the Switzer Report for 
Monday. Okay, the outlook for the share market 2021 guys? This is the second question from Xin. 
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Paul Rickard: 

So this is a question from Xin, is it? What's the outlook for the 2021 share market and house prices? 
That's a good question, I'll start with you Peter. 

Peter Switzer: 

Look, I would say stock market, minimum, 10% plus dividends, 14% plus franking credits, 16%. So to me 
that's minimum, I think it'll be bigger. I think that the second half, we'll see the whole world getting 
much better growth results, and so I'm really expecting a huge year, but I'm happy to be conservative 
and say 10% gain on the index, plus dividends, plus franking. House prices, at least a 10% gain, but I 
think APRA will eventually get involved, maybe next year or the year after, to slow the house price 
bubble down. But I'm all the way with Phil Lowe, I'm going high with Phil Lowe. 

Paul Rickard: 

I have to say I found Doctor Phil's response to that question on Wednesday, whether he should be 
worried about the bubble, was being a bit... okay. "The market's not higher," he said, "The houses aren't 
higher." Okay. 

Peter Switzer: 

Well remember this, he knows the more valuable our homes, the more confident we spend. He wants 
spending. 

Paul Rickard: 

Okay, and your view on markets for this year? 

Michael Wayne: 

It's always hard to predict with any certainty, you would have to think- 

Paul Rickard: 

We'd like to know your upfront at the start of the year, we'll replay it at the end of the year, see 
whether you get right or wrong. 

Michael Wayne: 

You have to think with the amount of stimulus in the system, the fact that central banks are saying that 
they're not going to even consider slowing down any time soon should be beneficial. Low interest rates 
obviously as well. It does always concern me a little bit when everyone's feeling so optimistic at the 
same time. But you'd have to think that given the situation, really given that we're emerging from a 
recession, the markets should be 10%, 15% higher at least, and could even exceed that if we get a bit of 
a momentum build up. And as for house prices, over the last three years, and looking at Sydney house 
prices primarily, things have really gone sideways. So potentially there's a bit of catch up to be done 
there, again off the back of low interest rates and the fact that you can't really do a lot more with your 
money other than put it in houses or the stock market at the moment. 

Paul Rickard: 

Okay, a resource stocks question from Peter, future resource stocks in China. Are we worried about 
China? Peter? 
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Peter Switzer: 

Just a little bit. 

Paul Rickard: 

It seems to have toned down just a fraction, the market's concern list. 

Peter Switzer: 

I think the fact that Donald Trump's gone means that the public aggression between China and the US, it 
has been hosed down. Biden will play a tough-ish game, because the Democrats are actually more 
opposed to China than the Republicans. But I just think the Chinese prefer negotiations behind closed 
doors, and I think that will probably eventually help us. Iron ore is going to be in big demand. Brazil had 
got lots of problems, Brazil could be the last country to cope with coronavirus. So I think the iron ore 
situation, at least for a year, is good. 

Michael Wayne: 

I think Vale missed their production numbers this week or last week, so the issues that they're having 
over there don't seem to be passing. Commodities... Look, it tends to be more beneficial to be counter 
cyclical when it comes to commodities. At the moment they've been roaring along, but there's still 
potentially a lot more upside, not just in iron ore, but some of the other commodities which have been 
lagging, such as copper for instance. We've obviously seen the lithium price pick itself up the floor as 
well, so we think that there's more upside in commodities. But you can't ever be sure with the cycles in 
commodities, they can be pretty unpredictable. 

Paul Rickard: 

I think your first statement, you've got to buy them when no one loves them, and when they're rallying 
like this just hang on, go with the flow, and not... I just hang on to my BHP shares and just... okay. I think 
iron ore is way over valued, but what would you sell what is going up still? 

Peter Switzer: 

But three months ago we were asked- 

Paul Rickard: 

Would I buy anymore now? No. 

Peter Switzer: 

We were asked that three months ago, and we said no, we wouldn't buy anymore. And it's kept going 
up, hasn't it? 

Michael Wayne: 

I did say no, because it was $25. 

Paul Rickard: 

But we were right, $14, $15, $16. 
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Peter Switzer: 

And we are holding for the dividend, which we know is going to be bloody good. 

Paul Rickard: 

Okay, just quick one. I wrote a brilliant piece, I thought, yesterday about could Reddit happen in 
Australia, or would a GameStop and Reddit happen in Australia? And I said no. But just your take on... it 
seems to have blown over a bit. The market's better today, GameStop's down below $60. Just your take, 
are you worried about that sort of thing in Australia? 

Michael Wayne: 

I think look, you can have a short term impact where you can manipulate the price as a group of people 
on a forum, but once you get a disconnect between reality and a lofty inflated price, at some point 
there's going to be pushback. You've got to anchor it to something based on fundamentals. So I think it 
just shows that yeah, you might be able to get a bit of a move here and there in the very short term, but 
the weight of money will start to come back the other way pretty quickly if that price becomes too 
artificially inflated. So I wouldn't be too concerned about it. I think it could potentially could happen 
here, but I don't think it's as big an issue as it's being made out to be. 

Peter Switzer: 

My biggest concern, and I'd be interested to hear what you and Paul say to this, that if a big hedge fund 
got into trouble because of this, and then they were forced to sell a lot of their other stock, it could lead 
to other... for example Tesla could have been dumped by a hedge fund manager who was holding that 
and shorting everything else. We haven't seen any evidence of that so far, but that was the fear, wasn't 
it? 

Michael Wayne: 

Yeah. I think in Australia we don't have the hedge funds that are leveraging themselves as much as in 
the US. The fund over there that got themselves into trouble, Melvin, had 50% loss in one month. They 
were 200% short sold... the number of shares short sold was 200% of what was on issue. So I don't know 
if there's many funds in Australia doing that. 

Peter Switzer: 

How do you do that? 

Michael Wayne: 

Yeah, how do you- 

Paul Rickard: 

Read my brilliant piece in Switzer Daily yesterday as to why it couldn't happen here, the answer is- 

Peter Switzer: 

Paul, you've been badly influenced by me, now you're just talking yourself up all the time all the time. 

Paul Rickard: 
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No, no, no. Well, I've addressed the question. Okay, so that was a question from Glen and Bruce. Okay, 
Kathleen, Lester, and Alan asked questions on CSL, I think we've done CSL. 

Peter Switzer: 

I just want to throw in a couple of things Paul. The analysts thing that... 

Paul Rickard: 

I've got a lot of questions Peter, so- 

Peter Switzer: 

They think it's 11.8%, 11.6% up. So $306 is their target, and let me tell you, I'm going to write something 
on Monday where I actually show how CSL and currency actually has a relationship for a short time. 
Maybe a year, a year and a half, and we're in that currency phase. But boy, it takes off after that. 

Paul Rickard: 

Okay, so CSL I think, reports on Wednesday the 18th or something, Thursday the 18th. 

Peter Switzer: 

I want to see $160, I'll buy a heap. 

Paul Rickard: 

Okay. So we're all saying this is still... CSL, to me, it remains in buy territory, right? That's your view? 

Michael Wayne: 

That's my view, and if you look back through the last 20 years or 30 years, CSL might have a year or two 
where it goes sideways, not much happens, but you stay patient, the tide tends to turn. 

Paul Rickard: 

Okay. Questions on how to deal with the recovery stocks, particularly the... we sort of touched on this 
earlier with the question from Chris, Anil, and Sharad about some of the Flight Centre, Webjet, Qantas, 
Corporate Travel Management. They've come off a bit, time to jump back on yet? 

Michael Wayne: 

We have tempted some clients into Webjet, but our way of playing the recovery trade so far has just 
been through the big airports. So Sydney Airport, Auckland International Airport, it's a slightly lower risk 
way of playing that reopening trade. They've also still got some flights going on, they've still got freight 
and cargo, et cetera, so they still have a bit of cash flow. The issue for the likes of Flight Centre, and 
Webjet to an extent is, they could easily run out of money if this persisted too long. I think Flight 
Centre's now got enough cash after dilutive raising, and after a convertible note that they issued. 
They've for enough cash till April 2022, so you would think they would be able to get through, but it is 
slightly a higher risk proposition than some of the infrastructure monopoly assets such as the airports. 

Peter Switzer: 
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And Qantas, analysts think, has gone 11.6% up, so Paul and I both like Qantas. But you might not get the 
return in six months, but in a year or two, with Virgin being less attractive compared to Qantas than say 
a year ago, Qantas is in the box seat. 

Paul Rickard: 

But are you buying them right now? 

Peter Switzer: 

Not really, I've already bought Webjet at nothing, and Flight Centre at nothing, and I think we have to 
wait for the next leg up. And there will be next legs up, what is Webjet now? 

Michael Wayne: 

I think it was $5.50 maybe, I can't remember. 

Peter Switzer: 

It was $12 something going up, going into the... 

Michael Wayne: 

$5.06 

Paul Rickard: 

$5.06, yeah. 

Peter Switzer: 

So I would have thought, the next leg up, they'll probably go to about $7.50. But that won't be till the 
end of this year. 

Michael Wayne: 

It just might not be three months, it might be six, and that's the whole thing. If you take a medium 
longer term view and you're happy to hold, you don't overextend yourself, then I think we should be 
okay with some of these names, particularly Webjet is our preferred of that bunch there. 

Paul Rickard: 

Okay, let's go to lithium, lot of questions on lithium. So question from Jasbir, and then from Mahmoud, 
and then also a question here from Alex, which I'll come to. So, "Will Joe Biden's push for more EVs 
impact the lithium and graphite stocks?" I guess it will longer term. 

Michael Wayne: 

Yeah, I think it will longer term. But I think ultimately it's all driven by supply and demand. If they can get 
electric vehicles that are as efficient or as useful as cars are at the moment, then demand will pick up. 

Paul Rickard: 

So let me relate that to the question from Alex, maybe we can have a look at Galaxy, so his question is, 
"Any comments on why lithium stocks, Galaxy and Orocobre, are dropping?" 
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Peter Switzer: 

They've been over bought, that's why. 

Paul Rickard: 

The price of lithium... I forget what they call... not what they call the ore, but the thing, is it has risen, 
right? 

Michael Wayne: 

Yes. 

Paul Rickard: 

In the last couple of months. 

Michael Wayne: 

Absolutely. 

Paul Rickard: 

And that's behind the increase in the stock prices. But is Orocobre a better example of that, as to why 
it's dropped, just the last couple of days? It just got over hyped... 

Michael Wayne: 

If you look at where they've come from, Galaxy was $1.30, $1.40 there not that long ago, and it's really 
rocketed up off what has been a pickup in the lithium price, but hasn't been as big a lift in the lithium 
price as the shares responded. So potentially it's just an over bought situation, but you're not 
complaining if you bought it 2, 3 months ago. 

Peter Switzer: 

Electric cars and all the stuff that supplies them is the theme for the future. Now buying at the right time 
is going to be important for anyone, but over time the really good companies are going to do well. I 
wrote a piece about a couple of months ago about GM getting into electronic vehicles, and it's just 
spiked ever since, everyone's realising this is where it's going to be. What I really like it, I think it's 
Novonix, but if it's not Novonix, I think there's a really good Australian company in the space. But I think 
it may well be Magnus, and what was the other one Paul? 

Paul Rickard: 

So James Dunn wrote it, we had it in yesterday's report, James Dunn wrote an article. Novonix, he 
tipped that, that was back about a month ago, it's gone for the run. And then Magnus, and I forget the 
third. 

Peter Switzer: 

It could be a third one. One of them is working on a battery charge of 85% in six minutes. Now when 
that happens, that would be like just going to a service station. And so I think that's the stuff that's going 
to turn this thing around, and the numbers, I think, for electronic vehicles, of GM or something like that, 
I think it was 10 million by 2030, and 30 million by 2035 or something, it's just unbelievable. 
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Michael Wayne: 

I think even Ferrari might be moving into it. 

Peter Switzer: 

I think they all, well Merc's doing it. 

Paul Rickard: 

I keep warning people, don't buy a diesel car now, a new diesel car. And if you're buying a normal car, 
probably you've got three to five years. The price of all these second hand cars, not now but in a couple 
of years time, no one will want to touch them. 

Peter Switzer: 

And I think a well known US analyst put Tesla's latest forecast, $1,200. $800 to $1,200. 

Paul Rickard: 

But I think we've got to caution, in all of these things, everyone is talking about it, it's overhyped to 
buggery, and you've got to buy at the right time, and you've got to be patient, and you've got to be 
cautious. And again, I guess the other problem you have is that the lesson for me... lithium is like any 
other commodity, the price goes up, they'll find more. 

Michael Wayne: 

That's right, you take the price of Galaxy back three, four years, Galaxy was $4, went all the way to 
$1.20, $1.30, for months and months, and even a couple of years, and now it's starting on the recovery 
path again. So you're 100% right. 

Paul Rickard: 

And the lesson from other resource companies is stick to the best. Lowest cost, best ore deposits will 
win in the long term, but you've got to buy them when they're a bit on the nose, and/or when they're 
pulling back, because they're over hyped. 

Peter Switzer: 

Being greedy when others are fearful. 

Paul Rickard: 

The supply will come. 

Michael Wayne: 

That's right. 

Paul Rickard: 

It always does. 

Peter Switzer: 

You're starting to sound like Kevin Costner. From Field of Dreams. 
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Paul Rickard: 

No, but you're right. If you go back up for Galaxy, you're right, it was $4 stock. Just go back, get a five 
year on Galaxy, just for those of you who are getting it now. You can just see, this is not new, the hype 
here for electric cars. Have we got five years? The $4 stock in mid 2017. 

Peter Switzer: 

But that actually proves your point Paul, that when prices get really high, they go looking for it. They 
found the light, and the price fell. 

Paul Rickard: 

Okay, all right. I think we've done that... We're not going to talk about lithium again. I think we've done 
that. Let's go to a couple of questions we've got here. So the first one I want to just address is Amcor. So 
a question from Shabir, "Outstanding results from Amcor." Which, they were good results. "Why did the 
shares go up 7% and come down the next couple of days? Is it a buy at current levels?" This is not on 
your sheet, this is... Sorry, and were looking at Amcor. 

Peter Switzer: 

The analysts think Amcor has 15.2% upside Paul. So that's the starting point, and I think Amcor's a great 
company, and if the market's selling it off, it's probably a good time to buy. 

Michael Wayne: 

I don't mind Amcor as a business, they're definitely best of breed, good quality. The whole thing though 
is the industry after going through a bit of a transition over the last five years. It's now quite mature, a 
lot of the packaging, and all the materials, the technology that helped improve all of that stuff really was 
a game changer there for a while. But I think Amcor, like Orora at the moment, will struggle for much 
growth across their industry. But definitely a good company, and best of breed in the mainstream. 

Peter Switzer: 

But the fact that we're more online buyers, isn't that going to help a company like Amcor? 

Michael Wayne: 

Yeah, definitely. That's definitely... 

Paul Rickard: 

I think it is also suffering from the whole currency thing. But it thought it was a great report, but it's just 
a stock to hang onto I think. 

Michael Wayne: 

It's not the most exciting, it's not going to double in the next six months or twelve months. 

Paul Rickard: 

Okay. I'll come to a couple of questions here in a moment, but a couple first of all from Sarah. Sarah's 
question is about Telstra, "Has Telstra got potential to hit at least the $4 mark?" Now Telstra's report is 
coming up very quickly, I'm tipping that we might get a bit of a surprise, where- 
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Peter Switzer: 

A good sign? You think that's- 

Paul Rickard: 

Well maybe. We haven't heard about anything from Telstra for some months, any thoughts on Telstra? 

Michael Wayne: 

I have never been a big lover of Telstra, and I'm still not. 

Paul Rickard: 

And there's good reason for that. 

Michael Wayne: 

Even if it might well get to $4, it's not too far away. 

Peter Switzer: 

What are we, about $3.60 now. 

Michael Wayne: 

The big hurdles from the last few years with regards to NBN, and big cash hold and all that stuff, I think 
are probably now behind the company. And the outlook is improving in that they don't have to worry 
about those things as much anymore. So for them it's about maintaining market share in the mobiles 
business, that's really their most profitable business. If they can continue to deliver good numbers in 
that part, I think then they could certainly hit $4. But you wouldn't hold out too much hope for Telstra 
turning around the business too much. The fact is they are a massive incumbent, they've got a lot of 
emerging businesses nipping at their heels, putting pressure on margins, they've had to cut the dividend 
now a couple of times. So there's a lot of negativity embedded in the price, which means that is they can 
start to show some positivity, $4 is certainly possible. But I wouldn't necessarily guarantee it or hope to- 

Paul Rickard: 

So they've had a good couple of reports, good 12 months, you could see $3.50 maybe? 

Peter Switzer: 

Yeah, that's the sweet spot they'll be targeting, not $4. They might get to $4, but $3.50 is more likely. I 
think they will report better than expected, but they are a company that is an eternal disappointer. 

Michael Wayne: 

If they could stabilise the dividend and then start to show maybe a pathway to increasing it then I think 
that would entice a lot of people back to the business, but for now no. 

Paul Rickard: 

So just to now close one other discussion, this is a question from Steven. We were talking about Xero, 
and his question is, "What price does Xero become a buy again?" Are you a buyer of Xero at the 
moment? You want to see a bit more... 
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Michael Wayne: 

I want to see it flatten out first, but certainly anything back around $100. If it got there that would be 
very good buying, and $110 I think even start to look at it as well. 

Peter Switzer: 

That's where the analysts are, about $110. 

Paul Rickard: 

Clifford's asked a question on IOOF. I don't know why you'd even bother with IOOF. 

Peter Switzer: 

Maybe you're holding it. 

Paul Rickard: 

But anyhow, let's have a look at the graph, "What does the future for IOOF hold?" I think it's bought off 
more than it can chew, that's my view. 

Michael Wayne: 

It's such an enormous acquisition, it suffers from the same issues as well as AMP being an old fashioned 
incumbent who's business models are being disrupted. 

Paul Rickard: 

Peter, you would buy IOOF? Is it in your question of a value stock yet? 

Peter Switzer: 

No. Look, by the way, the analysts think there's 35% upside, but you and I know this industry Paul. I 
think smaller financial planning businesses are going to be continually competing away against IOOF's 
merry band of advisors. I just don't think it's going to work. 

Paul Rickard: 

I said the day they announced that the acquisition... it was a sell, it went down, or rallied a bit. It's still 
lower, and I cannot believe they made that acquisition. 

Michael Wayne: 

I think a lot of these, AMP, IOOF, they all had years and years of a dominant position in the market, but 
they used to have active funds masquerading... or they were basically passive finds masquerading as 
active finds, charging active fees. But the days of that happening, I think, are now over, and they're 
seeing a of fee compression across the board. 

Paul Rickard: 

Okay, question here from Morton on Aurizon. Now, great income, we like it, but it's not doing a lot. It's 
up a bit today, I didn't know why. But has that come on your radar, it's really an income stock. 

Michael Wayne: 
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It looks like a great dividend at the moment. The question always is, is it a yield trap? 

Paul Rickard: 

Is it a yield trap? 

Michael Wayne: 

They are very much aligned to the coal industry, and coal volumes- 

Peter Switzer: 

Which had a nice report. 

Michael Wayne: 

Which you could argue that are starting to pick up. So it could possibly be a value turn around play, but 
for us it's not a business that we like. We just think there're better alternatives out there. But it is 
definitely beaten up, paying a good yield, they've suggested they're going to be able to maintain that. So 
it could be a good buy. 

Peter Switzer: 

Analysts think 33% upside Paul, and one of the reports out today was despite China's picking on our coal 
miners, the coal sales have been really strong, really strong. They've found alternative buyers, so that's 
probably helped Aurizon today I would say. 

Paul Rickard: 

Let's go to a question here, we're going to hear from one of our regulars. Craig, are you going to do the 
unmute on that? Craig, do you want to go ahead? 

Craig: 

G'day fellas. The question for Michael, what's his thoughts on Weebit Nano, WBT? 

Michael Wayne: 

WBT, I think you've stumped me on that one unfortunately, I'm not across it. 

Peter Switzer: 

He's our young high tech guy, Craig you've stumped him. 

Michael Wayne: 

I think this one must be a bit of a smaller one that hasn't come across my desk. So unfortunately I can 
assist you with that. But if you- 

Peter Switzer: 

What's the ticker code again Craig? 

Michael Wayne: 

Ticket there is WBT. 
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Craig: 

WBT. 

Paul Rickard: 

We might have to take that one on notice. 

Peter Switzer: 

That's on Monday night's TV show. 

Michael Wayne: 

Have you got another question maybe about another stock? 

Paul Rickard: 

Well come back to us Craig, we'll have to take that on notice. 

Peter Switzer: 

While we've got Craig here. Craig, are you there? Are you there Craig? You are. 

Craig: 

Yeah Peter. 

Peter Switzer: 

You're often sifting through the many small caps. What's been your best small cap stock that you've 
come across? 

Craig: 

To be quite honest I would say WBT with the potential that it has with the embedded market, memory 
market, and the expectation of signing up a commercial deal half way through the year. That probably 
begs well... 

Peter Switzer: 

So at what price did you get in on it? 

Craig: 

32 cents. 

Peter Switzer: 

Wow. 

Michael Wayne: 

So what do they do exactly? 

Craig: 
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They're in the memory chip for the embedded market, for computers and all sorts of things for the 
future basically. 

Paul Rickard: 

All right, thanks Craig. We'll take that on, and Michael has got a bit of homework. 

Michael Wayne: 

I'll have to go away and do a bit of research. 

Peter Switzer: 

Have a look at that. 

Paul Rickard: 

Okay, let's go to the other Craig. Craig, you should be okay. 

Craig: 

Yeah, g'day fellas. I just would like to get your thoughts on the pullback in Magellan, do you see that as a 
buy? Thanks a lot, ta. 

Michael Wayne: 

Magellan is a business that we have liked a lot in the past, and they've done an incredible job of 
embedding themselves really as the leader in Australia when it comes to funds management. The issue 
for Magellan is they've now got to a very large size, and it's become harder for them to perform, or 
outperform, or perform as well as they have in the past when it comes to their funds. So look, I still think 
the business is in a very good position, it's a very scalable business, they've got a few things in the 
pipeline when it comes to entering the ETF market, and that sort of stuff. 

Michael Wayne: 

So for mine, I wouldn't be buying it now, but if it was to fall back to around the $40 mark I would 
certainly be looking at it. You've got to remember, it had a very enormous run up over the last couple 
years, so it's maybe taking a bit of a breather now. Equity markets as well are still a bit uncertain, and 
still some way off their high in some regions. But Magellan, I don't think you can go wrong from a long 
term perspective, I just think that the growth rates that we've become used to will be hard to replicate 
from here. 

Peter Switzer: 

Hamish was pretty long Tencent, and they've had a few government problems haven't they? And he also 
held a fair bit of cash at one stage. So I think the market's probably reacted that way. You can see it was 
a $60 stock. We like Magellan's products for our financial planning clients, and we mix them up with 
WCM, and we think both of those are very good players of the foreign market. But this is the actually 
company stock, isn't it? 

Paul Rickard: 
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Yeah, I think you've really nailed. There are two things happening. One is that their performance is 
coming off a little bit, as they get bigger and bigger we're seeing the same thing, they're not quite the 
outperformer they used to be. 

Peter Switzer: 

The nimble performer. 

Paul Rickard: 

And planners are sort of... not taking funds away, but their allocations aren't what they were. And 
secondly, again, currency impact. It's mainly all offshore, and of course if people are worried about the 
currency, they're not putting as many dollars offshore now. So I think you're going to see a few... some 
of the flows are just starting to be a bit more challenging. 

Michael Wayne: 

And Magellan made their name really as being big tech investors as well, so you've got to always look at 
the underlying philosophy of the fund manager. And Magellan has definitely been a high growth tech 
high PE type of investor, whereas someone like a Platinum has traditionally been a more of a value 
investor. And value has struggled as a thematic relative to growth, so there might be a little bit of 
concern around that as well. Will Magellan still be able to maintain the same performance numbers if 
their thematic or their style is going against them? 

Paul Rickard: 

Okay, let's go to AGL, a question here from Alan. In the news, it's really almost hit an all time 52 week 
low yesterday. AGL... has that come on your radar yet? 

Michael Wayne: 

No. 

Paul Rickard: 

I might write about AGL, not next week I think, because people are giving questions about AGL. 

Michael Wayne: 

Look, it got enormously expensive a couple years ago at $26. 

Paul Rickard: 

Analysts loved it at $26. 

Michael Wayne: 

Loved it. Everyone was right on the bandwagon. 

Peter Switzer: 

And it was paying a bigger dividend at 26 bucks. 

Michael Wayne: 
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That's why everyone love it I think, everyone jumped on it purely because of the yield attractiveness of 
it. But then reality started to set in, we've seen collapsing energy prices across the board. They've 
obviously got an alignment to coal fire power. So look, for mine, I think it's starting to look quite 
attractive, because even thought they area best of breed, they're a very high quality company in that 
space when it comes to utilities, it's just that at the moment they're going through some tougher times. 
But you would think that eventually a base will be formed looking at that, and then they'll represent 
some value. 

Paul Rickard: 

I think there's going to some value in AGL. What they're fighting, of course, is the government has a 
policy to bring our power prices down. That's largely a function of AGL's own behaviour with Liddell 
power station. That really drove the government and the ACCC, and they're whacking them, and they're 
being affected. Power prices are coming down. The question is when is that going to turn around again? 
And remember, AGL makes its money out of selling wholesale electricity. That's what it is, it is the 
biggest owner of coal fire power stations in Australia, so despite what it tells you. And I was a bit 
surprised, I didn't realise the problems they had with their wind business. So my gut, it's not far off, I just 
don't know... 

Michael Wayne: 

It's just... Utilities have struggled, but you would think there would be just some yield support coming in 
eventually for a business that has had a decent track record over a long period of time, but in more 
recent times it's definitely struggled. 

Peter Switzer: 

Analysts say AGL down 3.5%. 

Paul Rickard: 

That's probably a buy signal, because I was so wrong at the top. 

Peter Switzer: 

But they also have Origin 21% upside. 

Paul Rickard: 

Let's talk about Origin, and again yesterday where we get some bad news on Origin. 

Michael Wayne: 

Origin has got two parts to their business, they've got the electricity generation, but then they've also 
got the LNG assets as well. So I think that the LNG outlook is actually quite good, and is probably what is 
propping up Origin and the expectations for Origin as opposed to AGL. 

Paul Rickard: 

I just don't get a sense that Origin's a greatly run company. 

Peter Switzer: 

Your story should be AGL and Origin, Paul, because a lot of people would like you to cover that. 
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Paul Rickard: 

I just have this thing about Origin. Anyhow, I don't know why, but again, Origin owns Eraring, which is 
the biggest coal fire power station in Australia. So there's all these companies that like to tell you, 
they're very green. Just be a bit careful because look where the money comes from. But Origin is just a 
bit disappointing. 

Peter Switzer: 

Breen, brown and green. 

Paul Rickard: 

Okay, while we stay in that other subject, some other questions. We didn't talk about Syrah Resources 
because that's a perennial SYR, this question came from John, and we probably should have a quick look 
at Lynas while we're here as well. Any of those companies comping on your radar? 

Michael Wayne: 

My preference is for Galaxy, I know they're all not exactly the same, but they are aligned to similar 
thematics. Syrah Resources is the rare earths play, and I think what you have to understand is that 
coming out of a recession globally, commodities tend to do well on this reflationary environment. But 
just do keep in mind that they are cyclical, and the time to be buying these companies is probably back 
in June-July last year rather than after the enormous run up at the moment. That's not to say that they 
haven't got more legs, but you want try and be counter cyclical, you want to try and get into these 
things when no one else likes them rather than jumping on the bandwagon after a 200%, 300% increase. 

Paul Rickard: 

What about Lynas? They're rare earths, you taking with that, or is it just too hard to follow Lynas, or... 

Peter Switzer: 

Because it's done well recently, and we did tip it on the TV show. 

Michael Wayne: 

That's done incredibly well as well. They've obviously got their situation that they've got to resolve in 
Malaysia. Whether or not that will ever be fully resolved remains to be seen. 

Peter Switzer: 

They've got Texas on side now, mate, Texas. 

Michael Wayne: 

And look, I think they're actually quite a well run business, but again, they're at the mercy of the 
underlying commodity prices, and at the moment it tends to be a more favourable environment for 
them. 

Paul Rickard: 

Okay, a couple of questions on... let's go to some growth companies. So two questions on Appen, one 
from Patricia, and the other from Robert. APX, Appen, we like Appen. But is that... 
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Michael Wayne: 

Well I think now Appen's starting to look a lot more attractive than when it was at $40. You have to 
remember with Appen, although it is a tech business, it's probably not as techy as some of the other 
tech companies out there, and that it requires a lot of man power. Essentially what they do is you have 
enormous numbers basically ticking off images as being a certain thing. So if you see a stop sign for 
instance, it needs to be a human being who programs the computer that this a stop sign. Red sign, this is 
a stop sign, the car needs to stop. So it's a lot more labour intensive, and for that reason probably 
shouldn't trade on the lofty multiples of many other tech businesses. So the fact that it's coma back this 
far, I think, is a good thing- 

Peter Switzer: 

Makes it a buy. 

Michael Wayne: 

And it's probably getting close to a buy. I wouldn't own it at the moment, but I'll probably start to look at 
it, probably wait for its report. And that's another thing, when you've got a company reporting within 
the next couple of weeks or so, it doesn't make sense to jump I right now. But off the back of a good 
report, even if it jumps 5%, 10% on the day, there's still a fair bit of upside there I think, because what 
they do is they provide all this data to big tech companies globally. Whether it's Google, whether it's 
Apple, any of these type of businesses, and they should do quite well long term, because that thirst for 
data, it's not going to go away. 

Paul Rickard: 

Okay, let me keep moving. A question from Hue on HUB24. Is that a stock that you... And his question is, 
"Is there any money left in the tank, or is the price earnings ratio fully priced?" In other words, it's pretty 
big multiple. 

Michael Wayne: 

We don't own HUB24, but we own Praemium, which has also been taking off for some reason. Because 
there's been no particular reason, obviously- 

Paul Rickard: 

That's a pretty good chart, right? 

Michael Wayne: 

That's a very good chart, and often I'd rather buy something that's running like that than if it's going the 
other way. But I think the whole thematic of platform providers still has a lot to run. We touched upon it 
earlier, independent financial planners, et cetera, are really starting to emerge as the planners and 
financial advisors leave... And they need to use these independent platforms, Netwealth, HUB24, 
Praemium, as well to some extent. So I do think there's still some legs there. They're good business 
models, the more funds and the management they've got on their platform the better the margins start 
to become because the fixed costs remain fixed. So I'm happy to buy HUB24, but our preference is for 
Praemium. 

Peter Switzer: 
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But at these levels- 

Paul Rickard: 

Praemium is PR... 

Michael Wayne: 

PPS. 

Peter Switzer: 

If you look at where HUB was before the crash and where it is now, it really has gone for a big ride, 
hasn't it? 

Michael Wayne: 

That's why I'd be cautious on it. 

Peter Switzer: 

More pullback. 

Paul Rickard: 

Okay, let's keep moving. So a question here on Mainstream. I've noticed looking at Mirrabooka, it's one 
of their biggest holdings is Mainstream. 

Peter Switzer: 

Mainstream? 

Paul Rickard: 

Not a company I know a lot about, MAI. And a question from David, "Can you please comment on 
Mainstream? It seems to be taking a dive." 

Michael Wayne: 

So Mainstream is not one we own or anything like that, but they're not too dissimilar from a HUB24 or a 
Praemium, but they're more of a managed fund administrator. So they'll help with the unit pricing, and 
some of the fund accounting, and that sort of stuff. Their biggest client is Magellan Financial, which is a 
good thing on one hand, but it's problematic on the other in that they're so reliant on one customer. 
They did recently at the back end of last year renegotiate a contract with Magellan over a five year 
period. And the way they work is that as they get more and more funds under management, their 
revenues, et cetera, increases as well on a tiered scale. So maybe the first few billion would be on a 
certain percentage, and then it will tier down after that. But they do have a good client in Magellan, it's 
just that the breadth of their customer base probably could be a little bit better... 

Peter Switzer: 

And the drops aren't really massive is it? 

Michael Wayne: 
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No, not at all. It's just sort of plateaued out but it's not a bad business model, it's just that I would a 
HUB24 or a Praemium over this sort of this thing which is in a similar space. 

Paul Rickard: 

Okay, question here about Tassal, which I know we were talking about earlier in the week Peter. The 
question here is that, "Tassal is the fourth most shoring stock on the ASX? Probably been lumped 
together with the China trade restrictions. Any thoughts on their upcoming earnings?" 

Michael Wayne: 

Look, Tassal- 

Paul Rickard: 

That was from Michael. 

Michael Wayne: 

Tassal, and there's another one like Huon, are basically involved in farm salmon production- 

Paul Rickard: 

Out of Tasmania. 

Michael Wayne: 

Out of Tasmania. And they are agricultural type businesses, so they can be very cyclical, and obviously 
the trade tensions with China is another issue that could rear its head. There's obviously disease issues 
as well, I think maybe a couple of years ago Huon might have had an issue with disease going into their 
fisheries or to their farming areas. So you've got to take into account there are a number of variables at 
play with this, currency being another one, China trade, the cycles of agriculture, input prices such as 
feed, all factors that make it a challenging investment case. 

Peter Switzer: 

Yeah, and look, on Monday night Julia said she actually likes Tassal. But on Tuesday a negative report 
was released by the company. So the analysts think there is about 27% upside, and I think Tassal is a 
reopening trade business just like Clean Seas as well. Clean Seas produces some of the best kingfish in 
the world, and international restaurants of the world are buying this stuff. But international restaurants 
of the world aren't doing well with all the closes. So I think Tassal and Clean Seas... and Clean Seas has 
done quite well since they presented at our small cap conference, but I know their bottom line is they 
need the world restaurants to be open up and buying their stuff, and Tassal would be the same. 

Paul Rickard: 

Okay. Question from both Ian and also from John about Whispir, which is WSP. 

Peter Switzer: 

Analysts think it's got 9.5% upside, Paul. 

Michael Wayne: 
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So Whispir has been... that was one of the stocks of the last couple years, it's sort of plateaued out a bit 
now, but it basically is what they call a low code no code platform which enables companies to 
communicate with their customers. So you don't need to be a genius IT guy to put together an email 
EDM, you can simply go onto a platform where you can easily drag and drop and create these lovely 
neat engaging emails to connect with your customers. So I think it's 15% owned by the founder, so that's 
always a good sign, we think, when you've got founder involvement. They've been delivering some very 
good cashflow numbers, winning on big customers. I think AGL is one of their customers, BHP, all the 
very large names. So they seem to be doing something right. It's not one that I've ever owned, I've just 
watched it with interest as it took off. 

Peter Switzer: 

Chart's okay. 

Michael Wayne: 

Yeah. But it's definitely one I think to keep on the radar as an interesting tech company. 

Peter Switzer: 

Yeah, the problem with Whispir is, and I may well not be their target audience, but I don't think they 
explain what they do all that well. And there's probably a lot of medium sized and small businesses that 
don't use them. But when you just described it, then you should get a job actually promoting them, 
because it's a good idea. 

Michael Wayne: 

Well because back in the day these things used to be quite difficult. You used to have an IT team who 
would then go and code these things. 

Peter Switzer: 

A designer as well. 

Michael Wayne: 

But this has already been done, and it makes it very easy to put together these things for the lay person, 
such as small-medium sized business operators. But also, large companies are now using it as everyone 
tries to save costs and reduce the burden of their IT teams, et cetera. 

Peter Switzer: 

I must get the CEO on the TV show. 

Paul Rickard: 

Okay, a couple of questions from Matthew and Matthew about 5GN. From Matthew here today, "Hi 
guys, was wondering if you've seen the 5GN results, and comment on it." They've got a great code, 
right? Everyone's talking about 5G. 

Michael Wayne: 

I'm not sure if it's got much to do with at this stage. 
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Paul Rickard: 

I don't know whether it's got much to do with it, I haven't seen the result. But is it- 

Michael Wayne: 

I haven't seen the result either. I think the big thing for 5GN at the moment is they're trying to finish off 
a take over of what was formerly known as Melbourne IT, and that's- 

Peter Switzer: 

Are they buying Melbourne IT? 

Michael Wayne: 

Well Melbourne IT has changed it's name to... what's it called? To Webcentral. And then Keybridge 
Capital is one of the big investors in formerly Melbourne IT. I think the takeover went though, but now 
Keybridge is challenging it saying that they induced shareholders incorrectly to take up the offer. So I 
think that could be weighing them a little bit, because we're just unsure at the moment whether that 
takeover is going to go through. But it's just internet services type businesses giving access to data, so 
it's not the most interesting company for mine, and I think there's better alternatives in the telco space. 

Paul Rickard: 

Okay. All right, I want to go to the education stocks, you mentioned upfront the one you were looking 
for a result was... 

Michael Wayne: 

IDP Education. 

Paul Rickard: 

IDP Education, right. I've got questions here about G8, which of course is GEM. You've probably got a 
view on that. And also a question about... well let's do G8 and the company you were talking about, IDP. 

Michael Wayne: 

So G8 education, that's the child care centre operator. It's been under a lot of pressure now for a 
number of years. This was a market darling up around $8 four or five years ago, and initially their model 
was to go around and acquire private child care centres on low multiples, four, five times earnings. And 
then what you do is you then incorporate it into your listed model, and all of a sudden you're getting 
recognised at the value of 15, 20 times earnings. The problem was, once the low hanging fruit went, 
they were forced to pay higher and higher multiples for each new addition, and the business struggled 
with a bit of a debt burden. So it's been under pressure ever since. I'm not sure if they've been able to 
really make a dent in that. So from mine, it's a no go. It appears attractive as a big turn around story 
relative to previous prices, but they're not the best business models, childcare centres. There's a lot of 
regulation, you need to have a certain number of staff per child headcount. So those things can be 
quite... 

Peter Switzer: 

And the coronavirus hasn't been great. 
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Paul Rickard: 

But you do like IDP, right? 

Michael Wayne: 

IDP Education, that's a different business, that's involved in basically student placements into 
universities as well as they have a big ownership stake in the english language testing system which is 
used to ensure that- 

Paul Rickard: 

So that's back to pre-COVID levels, right? 

Michael Wayne: 

Yeah, that's back at pre-COVID levels. Essentially they've been able to adapt their business quite 
successfully to account for the COVID issues. So obviously they don't have as many students being 
placed in universities or anything like that, but they're able to conduct English language testing, and 
they've been able to become more of a digital business rather than have the physical store presence. 
But I think in the long thematic, it's not going to change. Many of the emerging markets in Asia and 
South East Asia want to send their children to western universities, and IDP Education essentially 
facilitates that. And coming out of COVID, many unis are going to want to get students in straight away, 
because at the moment they're struggling. So there'll be a lot of pent up demand we're thinking. 

Peter Switzer: 

And Michael, there's two sides to that as well. A, when students come back, they still will be able to 
market to those Chinese families that can't afford to send their kids there, so they have an online 
business and a real world business. Plus, they've cut their costs over this whole period, and that's part of 
the reason why they're doing okay as well. 

Paul Rickard: 

Okay, let's quickly just go onto the views on the buy now pay later sector, Zip and Sezzle. Are you in this 
sector, you said you got out of Afterpay way too soon. I've been bearish on Afterpay, and I've been so 
wrong. 

Michael Wayne: 

I've been so wrong too for a long time. I held in Afterpay personally... I think there's no doubt that buy 
now pay later is a thing that's going to be here to stay, but I still maintain that the prices of some of 
these businesses are disconnected from reality. Afterpay's trading on 80 times revenue, or probably 
even more than that now. That's revenue, and there are competitors entering the market all the time, 
so I think at some point you're going to get a repricing of that entire space. You've got to remember, 
even something like Microsoft after the dot com boom took them 10, 15 years to get back to the dot 
com prices despite the fact that over that period they were growing earnings, they were improving their 
business immensely. So just because a company's doing well at the headline numbers doesn't mean you 
can't get a big repricing, but I might be wrong. 

Paul Rickard: 

Is there any by now pay later stock you... of those stocks, which one do you prefer? None of them, or... 
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Michael Wayne: 

I think none of them. None of them. Buy maybe Zip. Because on a relative basis, it's not as expensive, 
and they're also now entering the US with some very good numbers there. 

Paul Rickard: 

Peter are you still on the Zip bandwagon? 

Peter Switzer: 

Yeah, I like Zip. I think it's a good company. It does benefit from the halo effect every time Afterpay goes 
up. But Larry Diamond and Peter Gray, the founders, they're good operators. I think they're a good solid 
business, and their share price is not over the top I don't think. But the other company that... while 
we've got Michael, because we're running out of time is, he's the one that introduced me to ELO, and I 
like ELO, I've converted Paul, he likes ELO. Do you still like ELO? 

Michael Wayne: 

I like ELO. 

Paul Rickard: 

So ELO as in Elmo, or EML Payments? 

Michael Wayne: 

Elmo. 

Peter Switzer: 

Elmo Software, yup. 

Michael Wayne: 

Yeah, so Elmo. But they released a bit of an update the other day, and they've been bolting on 
acquisitions. It's frustrating because it's just been so range bound now for a couple of years, but- 

Peter Switzer: 

But the coronavirus hasn't helped it. 

Michael Wayne: 

I think one day they'll break that $7.50, $8 mark, and then they'll go onwards and upwards. So to put it 
in context, they trade on 10 times revenue relative to Xero that trades on 30 or 40 times revenue, and 
they're growing quicker than say a Xero. So I think people are starting to pick up on Elmo , and I think 
once the recognition and awareness builds, I think they can break through. But they're a business that 
has kind of benefited in some ways from COVID in that people have moved to the cloud quicker. But 
then they struggle because they haven't been able to get the sales people out there to keep... 

Paul Rickard: 

Okay, last question to Bart. I'm going to unmute you Bart. Are you there Bart? 
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Bart: 

Yeah. 

Paul Rickard: 

Quickly, have you got a question? 

Bart: 

I just wanted to know while you were on the BNPLs, what your views are on Openpay that's also entered 
the US market? 

Paul Rickard: 

Okay, question on Openpay, that was the final one. 

Michael Wayne: 

I think when you're seeing these sectors emerge, I think it pays to be in the leaders, and that's my view. 
They've got more money to spend on marketing, they've got better resources to spend on getting setup 
and entrenching themselves in newer markets, and they can also get access to funding from banks 
easier than the smaller ones. And that's ultimately what these companies need, they need to get access 
to bank funding so that they can then go and lend on credit, so to speak, or let people buy things on 
credit. So from mine, I prefer the incumbents over Openpay. 

Paul Rickard: 

Oka. We're out of time, we do like to keep these webinars to exactly an hour. It's just on 1:30, Michael 
Wayne the MD from Medallion Finance, thank you so much for being with us, great answers. 

Michael Wayne: 

And thank you for having me. 

Paul Rickard: 

Some good questions. Sorry we didn't get to all the questions. Peter, just to close tonight, we've got US 
employment data. You'll be writing about Wall Street tomorrow in our regular Saturday Switzer Report, 
anything you're looking for out of the US tonight? 

Peter Switzer: 

I don't think these employment numbers are as important as they will be when the vaccinations are in 
place, and the infection rates are coming down. That's when those numbers will become really 
important. At the moment the most important thing about now is our vaccinations and infections, and I 
think that's going to be incredibly important. Because I think you're going to see some bad news given 
where California is, and where New York is. But I think in the next month or two, maybe after two 
months, then I'll go back to these job numbers as being very very important. 

Paul Rickard: 

Okay, for subscribers tomorrow, of course, our regular Saturday Switzer Report. Peter will be up early 
doing all that as you do every morning Peter. 
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Peter Switzer: 

That's why I have black rings under my eyes all, all for you guys. 

Paul Rickard: 

I don't know how you do that, but anyway, you do. We'll be back of course with our regular Boom, 
Doom, and Zoom show next Thursday at 12:00pm, that's Eastern Standard Summer Time. Until then, 
and our next webinar, same time at the first Friday in March. Thank you so much for joining us, have a 
great afternoon. That's all from Switzer Report. 

 


