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1. Background

In December 2017 ASIC published Regulatory Guide 264 Sell-side research (RG 264),
which (amongst other things) provides guidance for Australian financial services (AFS) on
how to manage inside information and conflicts in the context of research and corporate
advisory activities. RG 264 took effect from 1 July 2018.

Canaccord Genuity (Australia) Limited ACN 075 071 466 (Canaccord) was one of four
subjects selected to be part of a review to ascertain how AFS licensees of various sizes are

meeting the guidance in RG 264 following its publication (Post RG 264 Review!).

As part of this Post RG 264 Review, on 7 August 2019 ASIC issued Canaccord a notice
under s33 of the Australian Securities and Investments Commission Act 2001 (the Notice).

ASIC held a telephone discussion with Canaccord on 9 March 2021 and subsequent
correspondence via email to determine if the policies and procedures have been updated
since the merger with Patersons Securities Limited (Patersons) in late 2019.

2. Analysis

The Notice issued to Canaccord required production of the following material:

! For further background information on the Post RG 264 Review, please see the project plan.
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e Sell side research in relation to Bellevue Gold Limited ACN 110 439 686
(BGL) and Audinate Group Limited ACN 618 616 916 (AGL) (together, the
Relevant Companies)

Research analyst declarations for the Relevant Companies

Following the telephone discussion with Canaccord on 9 March 2021, Canaccord provided
the Managing Conflicts of Interest — Research Policy to ASIC, which was last updated on
10 July 2020.

The complete review of the books produced in response to the Notice can be accessed here
Canaccord work program.

A summary of the key findings from our review is set out below:

A. Sell side research
e Within all research reports provided, Canaccord’s role in recent corporate work
for AGL and BGL is disclosed on the front page. There is also disclosure at the
back of the BGL research reports that ‘Canaccord Genuity or its affiliated
companies, in the aggregate, beneficially owned 1% or more of BGL.

ASIC review finding

e We consider clarification is required to enquire about the share ownerships of
BGL by Canaccord and relevant staff of Canaccord (Research Analyst, ECM
staff etc) in relation to companies which research is undertaken.
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F. Research analyst declaration

e We note that an extract of the research analyst declaration was provided in the
cover letter to the production rather than in the production as requested. From
this extract it appears that the content requirements of the research analyst
declaration could be enhanced to ensure consistency with the guidance in RG
264. The Canaccord production cover letter notes that the declaration was
arrived at having regard to the requirements of the US Research settlement and
was in discussions with Compliance to amend the declaration to incorporate
RG 264.50 (a).

e The research analyst declaration provided in the updated Managing Conflicts of
Interest — Research Policy remained unchanged.

ASIC review finding

e We consider a review of the research analyst declaration is required to ensure
consistency with RG 264, specifically RG 264.50 (a).
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3. RECOMMENDATION

On the basis of our review of the production made in response to the Notice, we have
identified material findings which require further enquiry with Canaccord. We therefore
recommend that the following actions be taken prior to consideration of closure of the
matter:
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a) Issuing of a letter to Canaccord’s Head of Compliance. This letter should set out
the findings, queries and recommendations arising from the review (summarised
in section 2). The matter raised in the letter need to be adequately addressed by
Canaccord prior to the closing of the matter.






