
Perth broking firm Hartleys took
out the Corporate Deal of the Year
award with a bit of help from the
strong gold price.

Hartleys won for its placement
of shares in West Australian gold
explorer Gascoyne Resources at
9c each in October last year. By the
time the award was judged in
March this year, the shares were

sitting at 57c, for a gain of 533 per
cent.

Hartleys raised the $2.5 million
for Gascoyne to fund drilling and
feasibility studies on its two pro-
jects and it attracted very strong
support from both Australian and
Asian institutional investors, says
Dale Bryan, head of corporate fi-
nance at the firm.

A successful study at Gas-
coyne’s Dalgaranga project gave
the share price a boost, and Har-

tleys raised a further $15m at 32c a
share to enable further drilling.

“A large part of the success of
the company was the success of
that initial raising which allowed
them to complete the studies on
their project, do a bit of explo-
ration drilling and that enabled
them to raise further money,”
Bryan says.

Hartleys also won the Corpor-
ate Deal of the Year in 2013 for a
capital raising for Sirius Resour-

ces, which was subsequently taken
over for $2 billion.

“At the time we raised money it
was an exploration company; now
it is a mine,” says Bryan. “We see
Gascoyne as a gold producer in the
coming couple of years and that’s
what’s exciting for us, funding an
explorer into production.”

Bryan says the end of the min-
ing boom hasn’t had too much im-
pact on capital raisings in the
resources sector in Perth.

has been the other hot commodity
over here in Perth.”

The current half year has been
particularly strong, he says. “We
are in a bit of a gold boom at the
moment, because what you’re see-
ing is the Aussie dollar gold price is
performing really strongly and the
margins for a lot of these gold com-
panies are actually very strong at
the moment,” he says.

Mining services have also been
strong, he says.

The Gascoyne placement was
one of the 82 initial public offer-
ings and the 208 placements that
occurred between July 1 and
March 31 that raised a minimum of
$3 million.

A placement is the off-market
sale of shares to a small number of
institutional investors, instead of
to the general investing public.
The shares are newly issued, but
do not require a prospectus like an
initial public offering does.

Aside from the Gascoyne deal,
the other top-performing place-
ments were also of resources
stocks, with Jett Capital’s place-
ment of Pilbara Mining up 477 per
cent and Canaccord’s placement
of General Mining Corp up 342 per
cent.

The best performing Initial
Public Offering was Bell Potter’s
float of body, hair and skin care
company BWX, which is up 228
per cent.
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Nimble brokerage surprises the market

Sales of large parcels of shares are
becoming increasingly common
on the Australian share market as
private-equity firms sell down
their investments and algorithmic
trading increases, says Dan Ritch-
ie, Australian Head of Equities at
Macquarie Group.

Macquarie won Block Trade
Deal of the Year for its $1.6 billion
sale of a majority stake in Contact
Energy. 

Block trades are sales of large
parcels of shares, usually direct to
institutional investors instead of
the open market and the sales are
generally launched and executed
in a 24 hour period.

The brokerage surprised many
in the market with the speed with
which it was able to sell Origin En-
ergy’s 53 per cent stake in New
Zealand’s Contact Energy in Au-
gust last year.

Ritchie says the Contact sale
wasn’t easy because it was such a

high percentage of the company,
rather than the usual 5, 10 or 20
per cent, and this was several
months of usual market turnover
which had to be digested by the
market in a short time.

Nonetheless, they found
strong demand from Australian
and New Zealand institutions, as
well as some in Asia, the US and
Britain.

Ritchie says block trades have
picked up in the past few years as
private-equity firms have floated
investments on the stock market
but held on to a portion of their in-
vestment. When these share par-
cels come out of escrow, they’re
usually sold via block trade.

Algorithmic trading and the
way it slices up an order to buy
shares into many small parcels
means there’s less depth in the
market. 

That makes it harder to offload
a large parcel of shares, so institu-
tions are increasingly using block
trades to sell parcels to other insti-
tutions.

Ritchie says a successful block
trade is about who the stock is sold
to. “The art of a good block trade is
identifying the natural owners of
the stock — it’s what we call
‘sticky money’: who will buy the
position and hold on to it,” he says.

“When you find a big set of
these block trades goes to fast
money and short-term trade, it’ll
just come straight out the next day
or the next week, and that will

clearly impact the performance of
the stock after the block.”

This Block Trade award com-
menced a couple of years ago in
recognition of the fierce competit-
ion between the domestic insti-
tutional broking houses for sell-
downs of strategic blocks of
shares.

Macquarie’s Contact Energy
sale was the largest block trade of
the year, but the other large trades
included the $945 million sell-
down of 20 per cent of Health-
scope by UBS, as private-equity
firms TPB and The Carlyle Group
sold some of their holdings in the
company last September.

The two private-equity firms
sold the remainder of the shares in
the private healthcare provider
two months later, this time engag-
ing Goldman Sachs for the $854
million sale.

The Dealing Desk of the Year
award went to UBS, which broke
Goldman Sachs’ stranglehold on
the award, having won five out of
the last six years.
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Macquarie’s Dan Ritchie

For analysts, the key is to keep it simple

APP Securities, a firm with just a
handful of analysts, has edged out
larger brokerages for the Re-
search Award.

APP started the financial year
with four analysts and ended with
three, but still got more stock picks
right than brokerages with 10
times that number of research an-
alysts, says Brett Le Mesurier,
head of research at the firm.

Le Mesurier says the key is in
keeping things simple.

“I think the larger houses go
into irrelevant amount of detail,
whereas we’re focused on an out-
come,” he says. “We don’t try to
write a piece of research just for
the sake of filling in a space. We
have a different focus to a large
firm, which would have a certain
quota of reports that they would
need to write.”

APP’s small size is one of the
reasons the firm does well at re-
search, says Le Mesurier, because

analysts get a view across sectors
rather than being too specialised.

For example, Le Mesurier says
that by covering both banks and
insurers he gets a better idea of the
relative values of stocks in both
sectors and which stocks should
be better performing.

“When you look at insurers
they’re struggling for growth and
margins are under pressure; banks
have got small growth, margins
are pretty stable but they’ve got
capital challenges; and of course
bad debts come up from time to
time, so you can understand
where the value lies by looking at
the comparisons between them.”

The award was determined by
looking at two factors: first, what
analysts were recommending at
the time of an earnings down-
grade by a company, and second,
what they were recommending
on the 10 best and 10 worst per-
forming shares in the ASX200 in
the financial year to date.

Of the 16 earnings downgrades
examined, APP was the best per-

former with six negative recom-
mendations at the time of the
announcement. 

Every broker picked at least
one winner of the best 10 perform-
ers, which included Pacific
Brands, Blackmores and APN
Outdoor Group, along with four
gold stocks. 

Among the worst were Orica,
Spotless Group, almond producer
Select Harvests and law firm Slat-

er & Gordon. The analysts at APP
pick stocks by looking at which as-
sumptions have been included in
the price and how their view
might differ.

“I think we’re fairly disciplined
in understanding how to value a 
stock, whereas there’s a lot of con-
fusion at other places as to what’s 
important,” Le Mesurier says. 

“It’s understanding what’s in-
cluded in the share price and 
therefore the extent to which you 
take a different view, and why the 
view is different and how likely is 
that to be like.”

Le Mesurier says he can’t name
any of the firm’s best stock picks;
instead he focuses on how happy
the firm’s clients are. “That is
measured very tangibly by the
business they do with us,” he says.

The analyst who left APP and
reduced the research team to
three was Le Mesurier’s daughter,
Kristen. “We were the only father-
daughter team in the market and
unfortunately she was too good
and AMP poached her,” he says.
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APP’s Brett Le Mesurier

“There’s always something
that’s getting people interested,”
he says. “This year we’re raised a
bunch of money for a bunch of dif-
ferent companies, primarily
around gold and lithium, which

‘We are in a bit of
a gold boom’

DALE BRYAN
HARTLEYS

Thrill of turning explorers into producers

Gold has outperformed
while traditional resources
have come under pressure
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