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Why You Cana??t Always Trust Analyst Reports

Description

Can we really trust analyst reports when it comes to stock recommendations?

My answer is no. [a??ve never trusted analyst reports. While | do read them, | dona??t rely on them to
decide whether or not to buy a certain stock. Sometimes when the opportunity is right, 1&??Il even go in
the opposite direction of what these reports tell us to do. When theya??re all saying a??Buya?e, 1a??l|
sell. When they say a??Sella?e, 14?71l wait a few more weeks and then start buying in.

The sections | always have the biggest issue with are the valuations and target prices.

If youa??re one of those who have always taken analyst reports to be the gospel truth, perhaps this will
make you think twice.
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Citing what he had heard from Yeo, Ang then told Lee that the "deal had already been done”
By this, Ang mcant that the valuation report to be produced by NRA Capital was merely to
justify the UUS52 4 hallion waluation of PSOSL, which owns two drll ships = PetroSaudi
Discoverer and PetroSandi Samm

Ang then gave Lee 53,000 cazh, as an inducement, in an envelope.

Lee then gove his assurance that the report wnll be done in two weeks, The Bd-page report was
issued on Sept 16, 2011

The above screenshots are taken from The Edge.

In summary, what happened was:

e Former banker Yeo Jiawei asked his remisier friend Kelvin Ang Wee Keng to help find analysts
able to produce a report to justify the US$ 2.4 billion valuation of PetroSaudi Oil Services
(PSOSL).

e The clients (associated with 1IMBDB) were willing to pay up to US$ 300,00 for the report.

e Kelvin Ang turned to NRA Capital and confirmed that they could produce this report. For
producing this &??substantiala?e report, NRA Capital was paid US$ 300,000.

e Kelvin Ang received US$ 235,000 from NRA Capital in the form of a referral fee.

e Kelvin Ang pleaded guilty in“‘court on 24 May 2017 for bribing research analyst Jacky Lee Chee
Waiy with S$ 3,000 to speed up the preparation-of this valuation report.

¢ MAS has now publicly announced its intention to‘serve prohibition orders to Mr Kevin Scully,
Chief Executive Officer of NRA Capital, and its former Head, of Research, (Jacky) Lee Chee
Waliy.

You can read the original reports here, here and here.

Note that NRA Capital touts itself as an a??independent equity research houseéa?e (their words, not
mine). In case we differ in our understanding of the word a??independenta?e, Ia??ve turned to the
proper dictionary definition for the term.

independent
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an ona's own two foet; More

NRA Capital - Equity Research, Corporate Finance, Investor Relations

hitps:fiwww.nracapital.com/ =
Independent equity research house in Singapore and Malaysia. As our Market presence grew, we
expanded our business to include Corporate Finance and ...
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NRA Capital Pte. Lid ("NRA Capital’) has received compensation fior this valuation report. This publication is confidential and general
in nature. It was prepared from data which NRA Capital believes to be reliable, and does not have regard lo the specific inve stment
objectives, inancial situation and the particular needs of any specific person who may receive this report. Mo represantation, express
or implied, is made with respect lo the accuracy, completensss or reliability of the information or opinions in this publication,
Accordingly, neither we nor any of our affliates nor persons related to us accept any liability whatsoewver for any direct, indirect,
special or consequential damages or economic loss that may arise frormn the use of information or opinions in this publication. Opinions
exprassed are subject to change without notice.

Credits: NRA Capital, taken from their DeClout report

Please tell me 14??m not the only one who can see the huge irony here.

nra capital

DeClout Limited

Overweight Shocking S550m Windiall (f Spin ON Succeeds)
Curmant Price 40 188 = High retum Investment proposdiion. Wie sos DeClout ss an axoting high
retumdbigh fish et epseriurily, DaClout is sesking the apprrval of
Fair Valuo 5§0.320 its shanehoiders i sl s subsidary Procur and in e process mduce 23
Up /! (dowedda) B0.4% effeciive stake from B9% %o an assumed 0% . Besed on the assumptions in
tha clrcular to sharsholders, wa astimate fal DeClout may enjoy a windlal
hrmﬁgm of ot loast 5E848.6m - an impressive sum cguivalent to 42% of Delkals
g cumanl masrkel captaisahon!
A 80% upside? Seriously?/But DeClout has not done so well in the past one year, and neither was the
listing of
Procurri as successful as NRA Capital said it could,be.Take a look at its share price below:
Declout Ltd
S SUE -8 Jun, 214 PM SGT
0.15 3552 0.00 (0.00%)
1 day & diry 1 masth R 1 v | i Lt

Procurri Corporation Ltd
SEX: BV - 8 Jun, 2250 FM 5GT

0.26 sco +#0.02 (5.36%)

day 5 day 1 manth A menPa 1 yr e A

Not that 1a??m surpriseda?|, Remember
how | predicted that Procurria??s share price would tank in my INDEPENDENT analysis
two months after NRA Capital published theirs?

In MAS&?? announcement, they also had this to say:
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a??Mr Lee had been the primary person in NRA working on the valuation. Apart from
accepting the bribe, he was also found to have applied inappropriate methodology and
assumptions in the valuation of PSOSL. As CEO of NRA, Mr Scully had failed to ensure
that his analysta?}had exercised sufficient care, judgment and objectivity in the valuation of
PSOSL.a?« (The Monetary Authority of Singapore, 30 May 2017)

Now we know that not all analysts reports are as independent as they claim to be.

1a??ve always found it disturbing that so many retail investors depend on their brokers and analyst
reports for their investment decisions. XX just issued a &??Buya?e call on Stock A with Target Price of
$3.50? Okay, | better buy now then!

| owe a thank you to my friend TTI for first sounding the alert on this, and | hope that more people
become aware about this serious matter. Please, think critically the next time you read analyst reports.

of her broker.

_. Who is one of those typical nnt-sM@ﬁatﬁaf aunties, lost a fortune listening to these experts' opinions and the e
oker made a fortune while she lost hers. Wat @r A~

With love,
Budget Babe
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