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Magnis accounts reveal debt danger

DAVID ROSS

The lasl minute filing of Magnis

The tenuous financial position
led Magnis auditors Hall Chad-
wick towarn the company’s future
is in doubt, noting its status as a

Enel "halfyearac-

nwas in jeopardy.

counts has revealed a pile of debts
andwarnings over the financial fu-
ture of the company, as questions
linger over the fate of the com-
pany’s battery gigafactory.

The accounts, covering the six
months to December, reveal Mag-
nis’s increasingly dire financial
situation, with $528,644 in cash in
the bank and facing upwards of
$16m in debts and trade payables.

Hall Chadwick director Anh
Nguyen said “that a material un-
certainty exists that may cast s
nificant” doubt on the groups
to continue as a going con-
ur conclusion is not modi-
fied concerning this matter”.

Mr Nguyen noted that al-
though the company recorded a
$14.4m paper profit over the six
month period, this was the result

cern.

of a derecognition of Magnis’s ex-
posuretoiM3NY and its $USI00m
($147m) debt pile.

Magnis, a former ASX small
cap darling, has seen its value
plunge from almost $700m mar-
ket cap to just $50m amid turmoil
around its major investments and
anexodus of directors.

The filing from Magnis follow-
ing the departure of director
Claire Bibby, a life coach and
lawyer.

It came on the same day the
ASX revealed weeks of mounting
frustration with Magnis over its

corporate conduct and market dis-
closures.

The ASX had taken Magnis to
task over its failures to reveal criti-
cal financial details, including its
$4.6m lifeline from a club of
wealthy investors, and it de-
manded the company detail the
terms ofits loan.

However, Magnis’s latest filing
reveals a previously undisclosed
loan.

The accounts reveal Magnis
tapped lenders for $2m in Septem-
berlastyearbefore refinancing the
debts toa $4.6m facility in Novem-

ber, secured against all its assels.
This $4.6m loan, originally set to
fall due on March 1 before being
extended to March 31, sees Magnis
face a mounting interest bill of 5
per cent a month and is likely to
leave the company facing a
$920,000 cash call in the coming
days.

Money is still flowing out the
door, despite Magnis’s earlier as-
surance that payments to chair
Frank Poullas and directors Peter
Tsegas, Fabrizio Pirelli, and Hoshi
Daruwalla had been suspended.

The accounts reveal Magnis

paid $324,822 in directors fees in
thesix monthsto December, up on
the $312,345 reported in the same
period ayear prior.

Magnis also paid $178980 in
consulting fees and I T services toa
company associated with Mr
Poullas, Strong Solutions, which
also employs his brother Emma-
nuel Poullas.

Magnis’s accounting treatment
of its subsidiary iM3NY has not
gone without criticism, with the
ASX compliance team warning it
would not tolerate the move to de-
consolidate the gigafactory and

‘Nvidia no bubble — and better than private equity’

PAULINA DURAN

Nvidia’s shares are notinabubble.
And Bradley Amoils — a growth-
obsessed investor whose fund re-
turned 47 per cent in the past year
— says that calculated bets in
Nvidia and other high-growth
megacap stocks are smarter than
investingin private equity.

New York-based Amoils is the
lead portfolio manager of Axiom
Investors’ global equity strategy
and first invested in what has be-
come the world’s hottest stock in
December2022.

The growing excitement sur-
roundingartificial intelligence has
made Nvidia's chips highly
sought-after, propelling it to be-
come the third most valuable US
company and sparking concerns
about a potential bubble.

But Amoils says the AT chip
maker, which accounts for about 6
per cent of the portfolio he over-
sees, has seen earnings grow much
faster than its valuation.

“Nvidias carnings have moved
up fivefold in terms of the expec-
tation of th lofearn-

agents, requiring even greater
adoption of powerful graphics
processing units (GPUs) from
Nvidia.

'Amoils says that in the current
bifurcated environment, growth
opportunities in public markets
arescarcebutvery attractive.

To illustrate, he highlights the
fact that S&P 500 companies grew
profits by 7 per cent in the fourth
quarter of 2023 compared to the
same period a year earlier, raking
in$US35bn more profit. But Nvid-
iaalone accounted for $US10bn of
that growth, or about a third of the
jump.

The top six earners — which
also include Amazon, Google’s
parent  Alphabet, ~Facebook’s
Meta, Apple and Microsoft — ac-
counted for 130 per cent, or 13
times the growth of the entire
market. Conversely, sales in the
bottom 15 companies — usually
cyclical names sensitive to higher
interest rates — went backwards by
$US35bn.

Only about 15 per cent of com-
panies in the US market index
have sales growth expectations
y above mid-to-high

ings in the last year. However, the
stock has only moved up about
fourfold,” he tells The Australian
during an annual  roadshow
amund the country.
xiom  manages  over
$U§20bn for investors and part-
ners with Sydney-based Pengana
Capital.
Amoils says Axlom is actually

single digils

“Because of this ice and fire en-
vironment, the top growers are
disproportionately  entrenching
their position. They are able to
grow, enhance their technologies
and ... outpace competitors,” he
says.

In Axiom’s framework for
categorising four “D” trends —

sensitive to d doesn’t
like paying “glamorous valuations
for glamorous growth”, in the
words of the value-driven co-
founder of distressed debt fund
Oaktree Capital, Howard Marks.

Instead, the fund looks for op-
portunities that rank high on its
proprietary scorecard, which uses
over a million data points from
about 6000 companies to provide
real-time scores to potential
investments.

Inthe case of Nvidia, its invest-
ment team noted that of the 12
million servers that were sold in
2023, only about 18 per cent had
Nvidia’s parallel processors which
power generative Al

The forecast for 2024 is for a
doubling of that proportion to 35
per cent, and potentially 5.3 per
centby 2026.

“So a very small fraction of the
servers are being enabled for Al ...
(but) this is really only the begin-
ning,” hesays.

Thatisbecause generative ATis
currently being used primarily in
chatbots but the technology is ex-
pected to evolve into “action”

debt,
tion and disruption — the first two
are dubbed “ice”, representing the
effect that trends such as an age-
ing population, declining birth
rates and high debt levels can have
oneconomicactivity.

The other two are in the “fire”
category, including trends like
changing trade patterns, near-
shoring or offshoring of supply
chains and rapidly advancing dis-
ruptive technologies that are cata-
lysts for new growth
opportunities.

“Growth is very scarce,” Am-
oils says. “But we're really at a
good time for both public equities
and active growth equities.

“The universe is really ripe for
folks that are able to cherry-pick a
couple dozen stocks and really
benefit from some fundamental
truths that are here to stay in
terms of capital markets and the
global economy.”

Amoils also argues that, due to
the opacity of the $5 trillion pri-
vate equity industry, combined
with rising interest rates, high
leverage and concerns about valu-
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Axiom Investors portfolio manager Bradley Amoils says Nvidia’s profit is growing faster than its valuation

ations, investors should recon-
sider their “overallocations” to PE
inthis environment.

“Many investors are dispropor-
tionately over-invested in alterna-
tivesand private equity ... and over
the last year or somany of the con-
cerns that were front and centre
for public assets after the financial
crisis are now becoming questions
for many of the private markets,”
hes:

“That is, the obscurity of pric-
ing, the opportunity for unexpec-
ted surprises and the over-
allocation to the asset class as
opposed to public debt and equity
that are much more transparent
and much moreliquid.”

His comments come as con-
cerns mount over potentially in-
flated valuations of private equity

Support for negative gearing change

BEN WILMOT

Most Australians are open to
winding back tax handouts for
property investors, with less than a
quarter supporting the status quo,
according to a new poll commis-
sioned by Everybody’s Home.

The poll by the organisation,
which is backed by a coalition of
housing, homelessness and wel-
fare organisations, comes amid a
growing rental and housing crisis,
which has prompted a push for
changesto policy settings.

Rental affordability in Austra-
lia is now at its worst level in at
least 17 years, according to re-
search house PropTrack, as there
has been a surge in rents after the

pandemic, with supply failures
being blamed for the problems.
The RedBridge poll of more than
1500 Australian voters found 58
per cent supported limiting or
abolishing negative gearing and
the capital gains tax discount.

Voters who don’t own an in-
vestment property are more open
to reform, with 62 per cent sup-
portive of changes. But there is
also some resistance, with one in
five voters unsure about a policy
switch and 22 per cent against al-
tering policies.

The poll found nearly half of
voters—47 per cent - were in hous-
ing stress and spending at least 30
per cent of their income on hous-
ing. About 32 per cent were spend-
ing 40 per cent or more. Younger

votersinthe18-34 year old bracket
were hit the hardest, with half of
that cohort spending 40 per cent
or more of their income on hous-
ing, compared with just 9 per cent
of those aged 65 and older.

Everybody’s Home  spokes-
woman Maiy Azize said housing
stress was rife and many voters
could see that investor tax hand-
outs were unfair and made the
housing crisis worse. “Most voters
support the federal government
limiting or abolishing tax hand-
outs for investors. Less than a
quarter want to stick to the status
quo. The appetite for change is
here, and it’s happening in the ab-
sence of leadership from the major
parties who are afraid to champion
tax reform,” Ms Azize said.

and other private assets, coupled
with a growing debate on whether
expensive PE allocations truly
outperform public equities, out-
side those made by superannu-
ation funds that can use their size
tobring costs and fees down.

Axiom’s global equity fund in-
vests in almost 50 companies and
has outperformed its MSCI index
over most time periods except the
three-year horizon, when it un-
derperformed its benchmark by
1.8 percentage points.

About 43 per cent of the fund
was allocated to the top 10 posi-
tions as of December 31. Besides
Nvidia, that included blockbuster
drug makers Eli Lilly and Novo
Nordisk, Amazon, Microsoft, Ser-
viceNow, Alphabet, Visa, Taiwan

Company and Adobe. Late last
year, the company sold out of car
maker Tesla, previously one of its
top 10 holdings, due to a more
challenging earnings outlook and
governance concerns.

The decision came when
Axiom’s real-time data scoring
system showed that weaker pric-
ing trends, a slowdown in the EV
market and delays in new prod-

ucts such as full-self driving cars
meant Tesla’s operational “dyna-
mism” was slowing.

Factors around management
responsibility and  governance
were also part of the decision, Am-
oils says.

“The governance, the ques-
tions around the founder as to
whether (Elon Musk) is acting in

the most way and best

interests of outside investors, do
influence our score, and is a really
key real-time risk control par-
ameter that makes sure we're
being prudent in how we allocate
capital,”hesays.

Tesla’s fourth-quarter earn-
ings disappointed investors in
January, driving most of this
year’s 27 per cent plunge in its
Shares, after gaining 102 per cent
in 2023. Musk also is fighting a
shareholder lawsuit over a
$US55bn remuneration package
they say is excessive.

“We clearly like these compan-
ies that have very long-tailed con-
ceptual opportunities with very
large market share. “However, the
short term and medium term in-
formation flow has to validate the
thesis” Amoils says.

taking aim at the company’s re-
peated disclosure failures.

Magnis is now seeking to recast
itself as a graphite miner, with its
Tanzanian mine Nachu now
pitched as the future of the 16-
year-old listed company.

Despite Magnis’s attempts to
suggest it has extracted itself from
iM3NY, the company has left the
door open to regaining its interest
inthe gigafactory.

Magnis notes in its accounts
that it is working with PwC to refi-
nance its $USI00m loan, but cau-
tioned that despite meetings with

potential investors “there can be
no assurance that the refinancing
efforts will be successful”.

Magnis is also still exposed to
the fortunes of the battery factory,
with the company noting in its ac-
counts it had provided a $4.82m
trade payable guarantee on debts
incurred by a subsidiary in the six
months to December.

Charge CCCV, Magnis's ven-
ture partner in iM3NY, is also at-
tempting to carry on with the
factory despite the total break-
down in the relationship between
thetwo.

Pressure on RBA’s
new team to perform

JAMES GLYNN

This week’s board meeting at the
Reserve Bank marks the start of a
new era for the central bank. It
will be the first fully staffed gath-
ering since September last year,
when former governor Philip
Lowe ended his seven-year run at
thehelm ofthe RBA.

Abig hole on the bank’s board
was filled in recent weeks with
Andrew Hauser’s arrival from the
Bank of England to take up the
posltlon of deputy governoratthe

The RBA also has a new chief
economist, Sarah Hunter, who
Jjoined the central bank from the
Department of Treasury at the
start of the year, and already has
one policy meeting under her
belt.

The bank’s return to full staff-
ing will come as a great relief to
governor Michele Bullock, who
has had to shoulder many ad-
ditional responsibilities over re-
cent months, not least of which
was starting to implement the
recommendations of the govern-
ment’srecent review.

The policy meeting, which
starts Monday and ends Tuesday
with Bullock fronting a press con-
ference, marks a new phase for a
central bank that is still trying to
repair its reputation after interest
rates rose at an unexpected pace,
while also attempting to deliver a
softlanding for the economy.

What's clear is that the new
team driving policy decisions at
the RBA is vastly different from
what wentbefore.

‘With the economy growing at
its slowest pacein 30 years and in-
flation putting up dogged resist-
ance, it might be worrying that
the RBA’s top ranks seem to be
somewhat lacking in experience,
and won't grasp the peculiarities
ofthe Australian economy.

When Lowe departed last year
amid a backlash over rapidly ris-
ing interest rates, he took with
him more than four decades of
top-flight central banking experi-
ence. Lovehim or hatehim, it’s in-
disputable that Lowe is a
respected central banker with an
international reputation for lead-
ership and policy implemen-

tation. The RBA was dealt a simi-
lar blow when Guy Debelle, an-
other highly respected economist
with vast experience, left the post
of deputy governorin early 2022.

Then in mid-2023, chief econ-
omist Luci Ellis walked away
from the central bank, depriving
it of decades of policy-making ex-
perience that helped shape the
country’s response to various up-
heavals.

By comparison, the new policy
team looks a little underprepared
in terms of hours spent grinding
away in economic research de-
partments tinkering with fore-
casting models.

On paper, that should matter.
Butinreality, it probably won't.

Bullock, who comes chiefly
from the side of the RBA that
keepsan eye on the stability of the
financial system, has sofar proved
to be a gifted communicator of
the central bank’s policy stance.

Her calm demeanour before
politicians and the media has
made her popular with financial
markets, while she’s also reaching
the suburbs where soaring mort-
gage interest rates are fanning
misery. Bullock is also popular
within the RBA, where she has
fostered a more inclusive internal
debate about the economy, which
is something that was lacking in
recent years. Meanwhile, it is ex-
pected that Hauser’s skill set will
bolster the bank’s oversight of fi-
nancial markets and readiness to
meet global shocks head on.

Hauser’s career in central
banking began amid a British cur-
rency crisis in the early 1990s. He
was present through the collapse
of Lehman Brothers, and helped
devise an economic response to
the pandemic. Hauser is a battle-
hardened central banker, who
‘most notably has the confidence
of his predecessor Debelle, who
has, according to reports, been in-
troducing the newcomer to Aus-
tralian Rules Football.

Meanwhile, Hunter spent
onlyayearin Canberraat the De-
partment of Treasury before ar-
riving in the hot seat of economic
forecasting at the RBA. But prior
tothatshe carved outaprofileasa
private sector economist, and has
academic credits from both Ox-
ford and Cambridge universities.

The new team is charged with
gelling the economy to a point
where fears about inflation can be
putaside, clearing a path to inter-
est-rate cuts. And quickly.

The pressureis on.

Stocks likely to drop as investors await bank’s rate call

ELI GREENBLAT

The attention of markets will turn
to the Reserve Bank of Australia
meeting to be held on Tuesday, as
investors adjust to the new regime
atthecentral bank.

The RBA dumped regular
meetings on the first Tuesday of
every month to only eight meet-
ings a year when assessing monet-
ary policy.

It comes as Wall Street closed
lower on Friday night, likely
pushing the Australian market
into the red when trading
begins on Monday with investors
unlikely to enjoy an interest rate
cutjustyet.

The RBA may use sticky US in-
flation as another reason for it to
remain cautious for now at its up-
coming meeting, according to
AMP chief economist Shane Oli-

ver.

“In Australia, the RBA is likely
to leave interest rates on hold at
435 per cent and retain a mild
tightening bias by repeating that
“afurther increase in interest rates
cannot be ruled out”,” Mr Oliver
said.

“Since the last meeting month-
ly inflation came in weaker than
expected but is yet to see updates
from key services prices, wages
growth came in slightly stronger
than expected, GDP growth has
slowed in line with RBA forecasts

although consumer spending is
weaker, and unemployment rose
more than expected although this
‘may be partly due to changing sea-
sonal patterns.

“Given the generally slowing
but somewhat mixed readings the
RBA islikely tosit on its hands still
waiting for more confidence” over
the RBA’s rhetoric that inflation is
moving sustainably towards the
targetrange.

Mr Oliver said he continues to
see the RBA gaining that confi-
dence by June and being able to
implement the first cut then but
conceded there was a high risk it
could bedelayed until August.

GSFM investment ~strategist
Stephen Miller said the circum-

Michele Bullock

stances facing the RBA as it pre-
pares for its board meeting this
week arealittle more challenging.

“Inflation is declining but is still
some way north of the target even
as economic activity languishes.
For a RBA charged with a dual
mandate on containing inflation
and minimising unemployment,
balancing those risks is a tricky
undertaking.

“Indeed, it makes the previous
governor’s ‘narrow path’ resemble
atightrope.”

Meanwhile on Wednesday in
the US, the Federal Reserve is ex-
pected to leave interest rates on
hold and continue to signal three
rate cuts this year.

The Bank of England on Thurs-
day is expected toleave its key pol-
icyrate on hold at’5.25 per centand
signal that it remains cautious.
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