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“The ‘Top 200’ index is not
the top 200 stocks?”!
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Candlestick .
Charts Introduction

About this presentation

This presentation expands on
an information graphic | have had for a
long time that depicts
how the stocks in each market index
correspond to the other indexes.
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Candlestick .
Charts Introduction

Index constituents

Does it surprise you to hear that the
200 stocks in our XJO* “Top 200” index
are NOT
literally the top 200 stocks
in our market by market cap?

(they are selected from the top 349)
Stay tuned — We will reveal all...
* XJO index — aka S&P/ASX 200, or “Top 200” index
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Index constituents

Does it surprise you to hear that the
200 stocks in our XJO* “Top 200” index
are NOT oy
literally the top 200 stoeks Securities
in our market by market cap?

(they are selected from the top 349)

Stay tuned — We will reveal all...

* XJO index — aka S&P/ASX 200, or “Top 200” index
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Canslestick Introduction

Today’s agenda

¢ What are the top 5 securities on ASX market?

* What is today’s market capitalisation
of these securities?

» Brief look at “the list of stocks by market cap”

e Inthe Top 20 index (XTL) — are these securities
literally the top 20 in the market?

* What about the XJO Top 200 index?
* If not, why not??
¢ Does this matter to you?
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About... Robert Brain

Nimble Short term Investor
consultant, educator and part-time* share trader
web-based sharemarket-support business

® lMany years experience ® Engineering Degree
as trainer, presenter, {structured thinking with an
conference facilitator (Scouts) eye for charls and diagrams)

® Share Market—active 15++ years™ __— @ 30+ years —professional experience
{slowiy at first) o~ | (IT and management)

® Chartist ie_ technical analyst illaTaA| o NoAFS license!
(ATAA member and ex-national director) {Can't give advice)

.

Provide support and tuition ® BullCharts software
1o traders and investors. &
Brainy's Share Market Toolbox |~

Member Mensa

- - -
*- Not yet enough capital to live off the proceeds of rading Conflict of |nteres_t.

fter tradi habby until h in 2008 =]
L T,

(convenor Australian BullCharts
User Group and authorised reseller
with special pricing)
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IMPORTANT NOTICE - AUSTRALIAN TECHNICAL ANALYSTS
ASSOCIATION

Please note that the views expressed at this meeting are the view of the speakers and
members only. They do not represent or reflect the views of the ATAA. The ATAA
conducts this meeting as a forum to provide an opportunity for its members to hear the
view of speakers and other members.

Under no circumstances are attendees at this meeting to infer that by allowing speakers
and members to speak at this meeting that the ATAA endorses, approves, agrees or
promotes the views of such speakers or members. The ATAA does not provide any
advice whatsoever regarding any investment in any financial products within the meaning
of Section 766B of the Corporations Act or otherwise.

It is further essential to note that speakers prepare their presentations without taking into

account or any consideration to the objective: ancial situation or needs of any
attendee at this meeting. Therefore, the views and opinions essed by the speakers
ot be considered personal advice relevant to any specific person’s financial
n or situation.

Speakers and members present their views for purposes of education and exchange of
views and discussions only. Therefore it follows that the views expressed must notbe
acted upon as investment or financial advice or as any advice.

Attendees must consider the appropriateness of the views expressed in the light of their
own objectives financial situation, needs, position and seek professional advice from
person(s) who are licensed to give financial, legal and tax advice only.

By attending this meeting you release and discharge the ATAA from all liability loss or
damage that you may suffer or sustain (the Loss) and indemnify the ATAA against the
loss.

=, Brainy's Share Market Toolbox

- Important Notice — No Advice!

(1) This presentation does not include any advice.

(2) For proper advice, your personal financial
situation needs to be considered.

(3) This presentation is pure education,
only for your general awareness.

(4) There are no recommendations to take any
action, or to invest any money in any way.

(5) Always consult a properly licensed advisor
before making investment decisions.
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Important Notice
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Top stocks and market cap

What are the top 5 securities
on our ASX? (by market cap)
and what are they
actually worth?

=
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Top stocks and market cap

Our top 5 stocks (by market cap)

Stock Code Shares on issue* Share Price™ =

(millions) (at 31 July)
BHP 5,062 $38.68
CBA 1,702 $100.77
csL 482 $280.84
NAB 3,175 $30.60
WBC 3,501 $21.51

Notes:

*

— Shares on issue in millions, rounded to the nearest million.
** — Share Price and other data here as at 31 July 2022.
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Top stocks and market cap

Our top 5 stocks and market cap
Stock Code  Shares onissue*  Share Price™  Market Cap™*

(millions) (at 31 July) $ billion
BHP 5,062 $38.68 $196
CBA 1,702 $100.77 $171
csL 482 $289.84 $140
NAB 3175 $30.60 s07
WBC 3,501 $21.51 §75

Notes:
* — Shares on issue in millions, rounded to the nearest million.
** — 8hare Price and other data here as at 31 July 2022.

*** — Market Cap in billions, rounded to the nearest $ billion,
as at 31 July 2022.

=
W
b i S s, O

(C) Copyright 2022, Robert B Brain




Index constituents - The Top 200 is not!!

Top stocks and market cap

Market capitalisation can change

Remember that the market capitalisation of
any listed company can change daily.

=

Formula:
(number of shares) * (today’s share price)
“Mister Market” has control over this!!

“Number of shares”:
refers to “common shares”, or “outstanding shares”.
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Top stocks and market cap

About market cap
Exactly what is “market cap™?

1. A measure of what a company is worth
on the open market, as if you were
to buy the entire company;

2. ltreflects the market's perception of its worth
today, plus its “future prospects”.
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P Top stocks and market cap

Lo
‘What about smaller stocks/securities?

Stock Code Shares on issue* Share Price** Market Cap*™™=
(millions) 3 million
BAS 240 3.7 cents $8.903
OEQ 15 23 cents $3.599
HXL 160 12 cents $1.917
IBUY 0115 $8.54 $0.982
uuv 121 0.2 cents $0.242
Notes:

*

— Shares on issue in millions, rounded to the nearest million.
** — 8hare Price and other data here as at 31 July 2022.

*** — Market Cap in millions, rounded to the nearest $ million.
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Top stocks and market cap

Reflect for a moment
Stock Code ~ Shares onissue*  Share Price™  Market Cap™*

(millions) (at 31 July) $ million
BHP 5,062 $38.68 $195,811
CBA 1,702 $100.77 $171,464
BAS 240 $0.037 $9
HXL 160 $0.012 $2

Consider and compare above:
= Shares on issue;
+ Share price;

* Market cap — could you afford to buy all, or part, of the company?

=
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Top stocks and market cap
=

AII ASX securities sorted by market cap

Mai Rel  Symbol Name

TOBHP  BHP Group Limited 1051 2357 CNL  CogageDOR Limiied
3 csA Commonwsallh Bank OF Australia 1714640 ZIGA TNTDA TROAQERDR mited Defared St 12
3 st iod LaokLF S 2360 YTMSGIEqUty Trustees XTB 363 3.30% M 1z
4 NAE nal Austraia Bank Limilod Hizaze 2370 QUE  Quoste Communications Limited 12
G WG Woslps Banking Cupoalion e FA71 YTMSGIFquiy Trisiees XTR SG7 450% N 17
6 MOQU Macouaic Croup Limited 100025 2372 GLOB  ©H Global Share TMF Units 11
7 AMZ N7 Danking Gp Lid 662411 7373 YTMAPI Cauity Trustess XTD Ap1 3.75% O 10
9. won Wotdskle Eveany Giop Lid o720 2374 |BUY  BelaOniine Retall E EXT NS 10
9 FMG  Forescue Mefas Group Ll 564502 e e Oakey i 5B
10 \.:JF': ‘Wesfarmiars Limited. SN 2376 LAM Laramide Resources Lid 06
1T e ‘:‘S:::‘[[Z“WS;‘:Q”I:‘T“’I:(‘ posinir] 27T B Auror GLE Trust Ordinary Units 06
it L il S Z378 FUTR  Ji GLE Sust Al EIf TME Units o
M ONC Counun COMTIOUISSUNES 05722l (Ll Loy e 114005 s
8Pl W Petoen L e T ano Nz AT s od
ool coksorapLimia Zmt DD ON U e
WAL i 25-334 M-CGL: Munfo Con CLEL CRWT H-‘IMI' un 01
S o i 7S YTMSCPFquiy Trisiees XTR SCP 180% .0 0.1
BN bt 2386 EMUCA DMUNL 3G PD 3C Unpd 09
2 QBE  QEE msurmce Croup Limited Lioze

23 ASX ASXLimitcd L0867

24 RCA RCAGOND LT 165926

25 [N Sonk lesthcws | imited 16857.0

76 WIC  Wisefech Giohal | imitert 183570
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Top stocks and market cap

XTL index = “Top 2077

For the XTL* index
are these 20 stocks
literally the largest 20 stocks
in the ASX?

=> Yes, no problem.

* — XTL = S&P/ASX20 aka “Top 20"

e SR . B =
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Top stocks and market cap

XJO index = “Top 200™?
* The 40 largest stocks are in the XJO
* From then on, many are missing from the index!!

* How many? ...

=
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Top stocks and market cap

XJO index = “Top 200"?? — NO!
* The 40 largest stocks are in the XJO;
* From then on, many are missing;
* The last few stocks in the XJO:-

XJo No. Stock Stock Market (

seq Code {millions]
195 299 RMS Ramelius Resources Limited $936.8
196 301 cuv Clinuvel Pharmaceuticals Limited $927.4
197 303 SBM St Barbara Limited $017.7
198 314 360 Life360 Inc. £840.0
199 2 7P 7IP Co Limited. $780.9
200 349 JHG Janus Henderson Group PLC $670.5

That is, 149 large-cap stocks missing!

N Top stocks and market cap

e
The “Top 200” index is NOT the top 200

* You can see that the current list of XJO index
constituents are NOT the “top 200" stocks;

* The XJO index constituents are selected
from the top 349* stocks by market cap;

« That is, 149* stocks (or securities?) have been
overlooked for inclusion in the XJO.

* This might change at the next index rebalance.
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Top stocks and market cap

Why is it so?

Why are the 200 stocks in
the S&P/ASX 200 XJO index
not the same 200 stocks
as the top 200 in our market
by market cap?

© G 12 P 5 S — Snars Seans Ml Teoibes — s san

About the Indexes

Index Methodology

* Everything to do with the ASX indexes
is governed and controlled by a
committee of the Standard & Poor’s
company and the ASX;

g

» Refer to the 29 page document:
“S&P/ASX Australian Indices
Methodology — June 2022”7

hips: com/spdii australian-indices pdf

« Just Google search for:
S&P ASX index methodology

% .
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About the Indexes

The index family — p1

* All Ordinaries (XAO)— “The index measures the performance of the .
500 largest securities . no liquidity screen or minimum IWF*
requirement... not weighted by FAMC* *

« S&P/ASX 20 (XTL) —*“ . 20 actively-traded, highly liquid . by FAMC*"

+ S&P/ASX 50 (XFL) — “... 50 of the largest and most liquid index-eligible
stocks.. by FAMC*”

* S&P/ASX 100 (XTO) — ._the 100 largest stocks... by FAMC* ...
represents both the LargeCap and MidCap components...”

* S&P/ASX 200 (XJO)—“ . the 200 largest and most liquid stocks. .. by
FAMC."

*FAMC = Float-adjusted market cap — Refers to shares that are available for
public trading. It excludes: privately held shares, shares that are not available for
public trading.

® IWF = Investable Weight Factor.

i i B i, T
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About the Indexes

The index family — p2

S&P/ASX 300 (XKO)—*“__ the 300 largest, highly liquid securities.._ by
FAMC*__. includes LargeCap, MidCap and SmallCap..."

S&P/ASX Small Ordinaries (XSO) —“... companies included in the
S&P/ASX 300 but not in the S&P/ASX 100"

S&P/ASX Mid-Small (??7?)— “.._ companies included in the S&P/ASX
300, but not in the S&P/ASX 50... A combination of MidCap 50 and
Small Ords.”

.

S&P/ASX All Australian 50 (XAF) — “... 50 of the largest by float-
adjusted market cap, highly-liquid... defined as ‘domestic’ or
‘Australian’._.”

S&P/ASX All Australian 200 (XAT) — “._. 200 of the largest by float-
adjusted market cap, highly-liquid... defined as ‘domestic’ or
‘Australian’_."

Source. “S&P/ASX Australian Indices Methodology”, June 2022, pp4-5

About the Indexes

Index eligibility

“All common and equity preferred stocks (which are not
of a fixed income nature) are eligible for inclusion in the
indices.”

Not eligible:

(1) Hybrid stocks such as convertible stock, bonds,
warrants, and preferred stock that provide a
guaranteed fixed return.

(2) Listed Investment Companies (LICs) that invest in a
portfolio of securities.

(3) Companies that are currently the target of an
acquisition.

.
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About the Indexes

Market cap eligibility

“The S&P/ASX indices only include securities that are
considered to be institutionally investable, and market
capitalisation is a key criterion for stock selection, based upon
the daily average market capitalisation of a security over the
last six months.”

Relevant variables for the calculation include:
+ ASX stock price history

(last six months, adjusted for price-adjusting corporate actions),
« Latest available shares on issue, and
+ The Investable Weight Factor (IWF).

Source: “S&P/ASX Australian Indices Methodology”, June 2022, p8

.
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About the Indexes
Liquidity eligibility
“Only securities that are regularly traded are eligible for
inclusion in any S&P/ASX index. A stock’s liquidity is

measured relative to its peers (using only ASX value traded
data).” (ie. it excludes Cboe/Chi-X data).

Relative Liquidity* thresholds are as follows, for example:

S&P/ASX 200 — Stocks require a minimum Relative Liquidity
of 50% for inclusion in the S&P/ASX 200 and higher
hierarchical indices. Any stock’s Relative Liquidity that drops
below half of the 50% threshold becomes ineligible and is
removed at the next rebalancing.

*— Calculation formula is in the reference document.
Source: “S&P/ASX Australian Indices Methodology”, June 2022, p8.

.

IWF eligibility

Companies in the S&P/ASX indices are assigned an
Investable Weight Factor (IWF). Except for the All
Ordinaries index, a company must have a minimum IWF
of 0.3 to be eligible for index inclusion.

More information about IWF is in other
S&P Dow Jones Indices documents.

.

About the Indexes

Index eligibility — Summary

The index methodology rules
mean that some companies
do not qualify to be included
in a particular index.

2

So, when we talk about the “top 200" stocks,
we are not actually referring to the
200 largest “stocks” in our ASX market.

(C) Copyright 2022, Robert B Brain
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About the Indexes

Subtle difference

Throughout the S&P/ASX rules
there is a distinction between:
stocks and securities.

Stocks ~ companies with shares

Securities ~ stocks, bonds, ETFs, currencies, etc.

"

Is this important?

But does
this matter
to you?

.

Is this important?

Which securities are omitted?

Here are some of them:

REF  CODE NAME Mkt Cap REF  CODE NAME Mkt Cap
a VAS VNGO Aus Shares ENf Unis 10380 268 VUL Vulcan Energy Resources Limited Lue
6 AFl  Ausiralian Foundal 9,839 270 COF  Cemuria Offce Reit Ordinary Units 1114
55 CWN  Crown Resons Limited 8,864 214 PNV Palynovo Limited 1,085
B SPK  Spark New Zealand Limited 8497 280  GMA  Genworth Mortpage 1081
6 ARG Amo Investments Limited 7,021 281 TGR  Tassal Group Limied 1,087
0 YAL  Yancoal Australia Limied 6,602 288 KAR  Karoan Energy Lid 1038
0 WV lshares S&P 500 EXF EXf Linits 5048 291 MND  Monadelphous Group Limiied 87
153 PXA  Pexa Group Limited 2882 204 ASE  Austal Limited a70
178 A200 Betssustralia200EH Edf Units 2171 305 GEM  G8Education Limted %03
184 WAM  WAM Capital Limited 2007 310 ABB  Aussie Broadband Limhed 863
193 DDR  Dicker Duta Limiwd 1848 a2 VG VG Parners Limied 86
203 AIZ Al Now Zealand Limited 1,836 3z1 NCK  Nick Scall Limiod ™1
213 MXT  Matrics Mastar Ordinary Units 1,742 324 SWM  SevenWest Media Limied 785
a7 LFS  Latide Group Holdings Limiod 1,603 325 OML  OohiMedia Limited 48
229 RBD  Resmuant Brands New Zeaand Li 1,547 331 FPM Peppor Monay Limited 18
28 D0 Judo Capital Hoklings Limited 1,459 337 URW  Unibail Rodameo Westield 04
8 MAQ  Macquarie Telocom Group Limited 1,455 41 NEA  Noarmap Lid a5
263 VSL  Vudcan Stoal Limited 1,156 5 FRA Vaneck Infrastuct £t Units e84

WHY are these securities omitted?

.
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ﬁ r‘:: Is this important?
Omitted securities

The S&P/ASX rules for inclusion:

* Excludes ETFs

« Excludes hybrids

« Excludes listed investment companies.

Remember that the S&P/ASX reference document
defines the XJO index as:
“.. the 200 largest and most liquid stocks...”

. -
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ﬁ r‘:: Is this important?
- Should this affect your trading?

For many traders,
is there a reason to
exclude these missing “securities”
(ie. ETFs, etc)
from your Stock Universe??

If your stock universe is the XJO index,
then you might be missing out on some
fabulous opportunities!

. -
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Stocks in our indexes

We've looked at:

* Top 5 stocks on the ASX and their market cap;
+ List of “stocks by market cap”;

* Top 200 index (XJO) — is not the “top 200”!

“S&P/ASX Indices Methodology” document
so we can understand why it is so.

* Does this matter to you as a trader/investor?

(C) Copyright 2022, Robert B Brain
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S ‘“;1 Summary & Wrap up

=
- That Index Compositions graphic...

= Australian Waskst Fickces
= INDEX COMPOSITIONS

Market rankings, stocks and stock values as at 31 July 2022,

ttps,lﬁwmv,roberﬂ)raiﬁ,comlﬁIesIASX—index—composition,pdf

Fownload it from here:

§ . Bl

Summary & Wrap up

THE END — Thank you

These slides prepared by: Robert Brain
Brainy’s Share Market Toolbox
= g www.robertbrain.com
"-.i

BullCharts

All of Robert's charts prepared with:
BullCharts software www.bullcharts.com.au

Summary & Wrap up

Don't forget my Toolbox
= Brainy's Share Market Toolbox

*  www.robertbrain.com -
. Loads of eBook (PDF) Articles
. Info: share market, charting, BullCharts
*  Weekly Market Updates and Watch List

. monthly e-Newsletter topics

. See free stuff here: www.robertbrain.com/free

* Good charting software — BullCharts
www.robertbrain.com/bullcharts/

= My contact details:
web site above, or phone: 0438 355 910
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