Issue 129, 22 October 2012

The pull-back
I've been warning my regular readers of a pull-back and it appears it's here with the Australian market
down today following the 205 point drop in the Dow Jones index on Friday. But I'm not concerned, and
I tell you why in my note.
Also in the Switzer Super Report, the Federal Government today released their Mid-Year Economic
and Financial Outlook and it contained two changes that impact SMSF trustees; Paul Rickard explains
what these are. Plus, Rudi Filapek-Vandyck has written a special analysis on Newcrest. Is this gold
miner poised for a comeback? I hope you enjoy today's report.
Sincerely,

Peter Switzer
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The market pull-back we had to have
by Peter Switzer
The only worrying newsworthy aspect of the Dow’s
sell-off on Friday was the 205 points it gave up, but
that was only a 1.5% slump, which still left the index
up 0.1% for the week. Meanwhile, the S&P 500 shed
24.15 points or 1.7%, but it was up 0.3% for the week
and 14% for the year.
So, let’s keep all of this in perspective and let me
give you a little more to comprehend what’s likely to
happen over the next few weeks or even months.

revenue readings. Take GE for example – it met profit
expectations, but revenue was down. This suggests
profit was a result of cost-cutting, suggesting one of
the biggest companies in the world is finding the
global economic slowdown a challenge.
Where’s the surprise news there? Both the US
Federal Reserve and the European Central Bank
spun out their money supplies recently to help
growth, so you would expect global companies to
show they are having trouble with revenue.

A good sign
Before the worrying stuff, I did note that the materials
sector – that’s mining stocks and the like – did finish
up for the week and this could be a positive sign for
the future, especially given the preoccupation at
present is excessively with company results that hark
back to the September quarter.
You have to remember that we have had a great run
up in stocks since June 4. In Australia, we are up
14.7% and so a pullback has to be on the cards
unless the worst is behind us, and even this good old
optimist won’t go that far despite a lot of influential
experts and investment houses warming to the idea.
I think the worries around Spain, the China slowdown,
the US election and the ‘fiscal cliff’ are all brakes on
a big stock market surge, but by late December, a lot
of these concerns could be KO’d and that’s when
we could see some more nice action for share prices.
However, a lot of work involving politicians needs to
happen in Europe and the US first, and this has to be
a worry for investors.

Companies such as GE, IBM and Google have not
only had to deal with a slower world economy, but
had to cop a higher US dollar, and that has hurt sales
as well; but it was a lower dollar that helped them
over the past few years.
In general, profits are falling in the US and it’s only
logical that the stock market will respond. But
smarties look to the future and if the ‘fiscal cliff’ can
be beaten by the US president and Congress, then
these weaker profits will be ignored.
That said, this will be a huge week in the US with
some 150 companies set to report, including big
names such as Caterpillar, Boeing and the like,
capturing the key institutions that drive the markets.
There will also be a US economic growth reading for
the September quarter.
My outlook
I wouldn’t be surprised to see some more selling this
week because I can’t see that US economic number
being super positive given the economic data we saw
between July and September.

The sell-off
Friday’s sell-off in the US was related to a string of
relatively ordinary profit results, or more precisely,

The chartists are negative, though not excessively so,
but we will need to see some surprise good news to
stop gravity having its way with stocks in the
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short-term.
From my point of view, this will be an overdue buying
opportunity.
One final point worth thinking about: number
crunchers say fund managers in the USA are behind
compared with the index and that means they only
have about ten weeks to get into the money. If you
add this to the fact that many analysts believe in
Santa Claus and the rally he usually brings to town,
and you’ve got even more reasons to buy on the
dips.
This could just be the pull-back we had to have!
Important: This content has been prepared without
taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.
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Special report: Is Newcrest poised for a comeback?
by Rudi Filapek-Vandyck
Years ago, when Lihir Gold was still independent and
the second largest gold producer listed on the ASX,
analysts from Credit Suisse returned from a site trip
with nothing but admiration in their suitcase. They
decided to dedicate a whole research note to explain
exactly how challenging the gold mining operation on
Papua New Guinea’s Lihir Island turned out to be.
They’d never seen anything like it. Apart from being
on a tropical island, which has its challenges for
transporting people and equipment, the Lihir mine is
located inside a cooling volcano. Rocks mined and
crushed can be up to 70 degrees Celsius at the
source.
CS’s adventure story made for interesting reading,
but it also proved prescient for what shareholders in
Lihir Gold were yet to discover: mining gold on Lihir
Island is a big challenge, best not to be
underestimated and there’s no other mining
operation elsewhere that compares to it. Needless to
say, by the time Newcrest Mining (NCM) launched its
$9.5 billion takeover bid for Lihir in 2010, most
shareholders were all too happy to accept as the
share price had effectively gone nowhere for years on
the back of (predominantly) continuous
disappointments from the company’s key operation
on Lihir Island.
The Lihir Gold experience at the time provided
investors with one important message: seeking
leverage to the price of gold via the share market is
seldom a straightforward exercise (if it is, it usually
doesn’t last long). One has to also appreciate the
specific risks that come with buying equity in a gold
producer.

Since the absorption of the Lihir mine, however,
Newcrest shareholders have not experienced much
joy. The share price tumbled from above $40 a few
months after the ‘merger’ to near $21 earlier this
year – at a time when gold went from US$1300/oz to
US$1700/oz – and the reasons are partially related to
the tough operating environment on Lihir Island,
which to date has proven to be too unreliable and too
unpredictable just as it had for the previous owners.
At the same time, Newcrest management embarked
on a multi-billion dollar production expansion strategy
and, similar as to what has happened to oil and gas
producers with comparable heavy investment
programs (see: Santos (STO), Origin (ORG),
Woodside (WPL)), the delays, funding requirements,
technical issues and cost overruns tend to exert
downward pressure on the share price as not every
shareholder is patient enough to stick around while
management builds on its vision for the future.
Equally important, the gold sector has gone through
some key changes in years past and both miners and
investors have been slow in catching up. Gold
miners’ equity used to trade at a premium to other
miners, but that changed about two years ago when
investors woke up to the fact that the industry,
worldwide, had developed a habit for paying little
attention to costs and shareholder value, probably
thinking that a continuously appreciating gold price
would overpower everything else. That was a serious
error of judgment and it has taken this long, and a
sector-wide de-rating along the way, for gold miners
to finally changing their focus. This is why some of
the overseas producers have turned themselves into
high yielding dividend payers today.

A pot of gold?
What’s next for Newcrest?
One producer whose share price had done well since
the turn of the millennium was Newcrest Mining
(NCM). This facilitated the acquisition of Lihir Gold.

For loyal Newcrest shareholders, the combination of
all three factors has been quite devastating. From the
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peak of $42.66 in April 2011, the share price tanked
to $21.15 by July this year (less than half) and it has
now settled around $27-28.

What now?
While it is likely that the chequered share price legacy
since April last year might deter many an investor to
jump back onto Newcrest Mining’s share price
anytime soon, the odds now seem to have turned
towards a much more favourable environment for the
company in the years ahead.
One reason is because Newcrest has by now spent
the bulk of $3.6 billion spread over two investment
programs to start producing at Cadia East near
Orange in NSW (total capex $1.9 billion) and to
increase and improve production on Lihir Island (total
capex $1.7 billion). Production at the first project is
expected to start within weeks, with a further ramp-up
throughout calendar 2013, while production at the
Lihir mine should reach 1 million ounces (annualised
capacity) by June next year.
If everything goes according to plan, Newcrest’s
annual gold production volume should increase by up
to 50% over the next five years. As things stand right
now, production and profits should make a step-jump
higher in the 2014 financial year and then again in
2016. Taking guidance from the old Wall Street
saying “as go profits, so goes the share price,” this
should lead to a much higher share price.
Note that Newcrest also produces some 800,000
tonnes of copper each year, but current projections
are for a stable production outlook.
Change in fortunes

It goes without saying that as the 2014 financial year
draws closer and closer, investors will seek to
increasingly start pricing in the favourable prospects
for that year. As a matter of fact, one could argue this
process has already begun. Newcrest’s Price to
Earnings Ratio (PE) for fiscal 2013 is currently above
20 and management will likely have little to show for it
in August next year (during reporting season in
Australia) with market consensus anticipating yet
another year of negative earnings growth. On current
estimates, earnings per share could jump by some
55% in fiscal 2014, which offers the potential for a
much higher share price, in particular if the price of
gold and/or copper were to positively surprise in the
year ahead.
PE ratios are not necessarily the best way to value
resources companies. Most analysts at
stockbrokerages prefer to calculate the Net Present
Value (NPV), which takes into account long-term
pricing and production volumes for operational
assets. Right now, most NPVs for Newcrest shares
are situated between $23-$30, with more value to be
added as production at Cadia East and Lihir
increases.
A lot of the future potential is aligned with how
successful management can execute production
plans at the two key expansions. For example, the
Lihir gold mine currently represents close to half of
Newcrest’s total NPV, again highlighting the
importance of making production on the island more
reliable and predictable (so that forecasts can be
met). Given the long legacy of disappointments at the
mine, investors and analysts are rightly sceptical.
However, earlier this month Newcrest organised site
trips to both Cadia East and to Lihir Island and most
analysts have returned with more confidence and
optimism.
Feedback from both trips is that the operational crew
at Newcrest has a lot of experience with difficult
mining conditions. Not only does it appear Cadia East
will come on-line on schedule, but analysts are
confident Newcrest is doing a better job at Lihir than
the previous owners, leading some to suggest
production at Lihir is already more reliable than in the
past and it only will become more reliable as the $1.3
billion expansion and the $400 million upgrade of old
facilities is put into place.
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Risk vs Reward
Investors should note that investing in resources
companies comes with higher risks attached than
your standard industrial company. No matter how
much expertise is present at the various operations,
there’s always some chance for unforeseen
obstacles lurking around the corner; just ask former
shareholders of Lihir Gold. Above all, management at
Newcrest has no control over the price for its two key
products and not everyone is equally convinced today
that prices for gold and copper will be higher in two
years’ time, let alone in five years from today.
Offsetting any concerns about future price weakness
is Newcrest’s strong production growth outlook, in
particular for the 2014 and 2016 financial years. But
can the Newcrest team deliver on its promise?
Investors should never judge an investment
opportunity solely on past performances, but I do
believe there are always valuable lessons to be
drawn from the past. This is why I believe taking a
peak at the past is never time lost. Below I have lined
up the financial performance of Newcrest in the past
eight years. Note that two consecutive years of
negative growth is rather rare for Newcrest.

The second table shows consensus estimates for the
present year and in fiscal 2014. As things stand right
now, 2015 is shaping up as a negative year for
Newcrest, but then 2016 should see another step-up.
This could mean that investors won’t fully price in the
big jumps in profitability during the run ups to 2014
and 2016, but they may also not let the share price
drop too low in between.
Probably best not to expect to see the share price
back at $21 any time soon, unless the gold price
collapses.

Strengths vs Weaknesses
Finally, I advocate investors always find out about
both the strengths and the weaknesses of any
potential investment opportunity. In the case of
Newcrest, I believe these are:
Potential weaknesses
Likely start up problems at Cadia East and
Lihir (especially since Lihir has proved a tough
challenge in the past);
No control over future prices for copper and
gold;
The strong Aussie dollar is a negative as
customers pay in US dollars and most costs
are in Australian dollars;
The company is poised to announce further
expansion plans in coming years that will
require funding and bring along additional
risks;
Takeover appeal has virtually disappeared as
the traditional discount vis-a-vis North
American peers has vanished.
Potential strengths:
Current plans should see gold production
volumes increase by up to 50% over the next
five years;
More quantitative easing by central banks is
widely seen as positive for the price of gold;
Commodity analysts have turned positive
again on price outlook for copper;
Newcrest management prides itself for
in-house expertise to deal with difficult mining
conditions.
Keep in mind though that if you are seeking gold
exposure because you believe the world is going to
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hell in a handcart at some point in the not too distant
future, then direct exposure is your only logical option
as the end of the world will impact on financial
markets and thus also on the Newcrest share price.
Trivia: UBS analysts estimate every member of the
adult workforce on Lihir Island is working for the Lihir
mine, either directly or via a contractor.
Recent research updates post the company’s
September quarter production update confirm most
analysts have now positioned themselves on the
cautious side, while acknowledging that if Newcrest
manages to execute its plans successfully, the shares
are likely to be re-rated. The next six to nine months
will be crucial.
The bottom line
Newcrest is for patient investors with a higher risk
profile.
Important: This content has been prepared without
taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.
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Swan slugs SMSFs with fee hike
by Paul Rickard
Today’s Mid Year Economic and Financial Outlook
(MYEFO) statement didn’t contain any significant
changes to the super laws – however Treasurer
Wayne Swan was still able to slug SMSFs. The
ATO’s Supervisory Levy will rise from $200 to $259
and together with changes in how the levy is
collected, the Government will net an additional $319
million from SMSFs over the next four years.
The Government will bring forward the payment of the
levy so that it is collected in the same year of income.
Currently, SMSFs pay the levy when they lodge their
annual return – so that funds lodging their Annual
Return for the 2011/12 year now are paying the
2011/12 levy of $180. In future, you will pay the levy
during the actual tax year.
The Government says that it will implement the
change in the timing of the collection of the levy over
two years to give SMSFs “time to adjust”. This
means that in the 2013/14 financial year, your fund
will pay the 2012/13 levy and potentially part of the
2013/14 levy.
The levy is also being increased – from a scheduled
$200 for the 2012/13 year to $259 for the 2013/14
year.
One other slug that might affect some funds is the
value of a Commonwealth Penalty Unit, which is
being increased from $110 to $170 per unit. This
means, making a material administrative error or
breaching the Act is going to become more
expensive.

pensions to continue following the death of a fund
member in the pension phase until the deceased
member’s benefits have been paid out of the fund.
This will ensure that super fund trustees can dispose
of pension assets on a tax-free basis to fund the
payment of death benefits. This change will take
effect from 1 July 2012.
This change addresses a problem that was raised in
a draft ATO Tax Ruling (TR 2011/D3) that dealt with
the stopping of a pension following the death of a
member, unless a dependent beneficiary of the
deceased was automatically entitled under the
Fund’s trust deed to receive the pension.
Potentially, some funds may have seen the tax status
on the assets supporting the pension change from tax
free to taxable on the member’s death, which would
also have meant that the fund was liable for capital
gains tax (CGT) from the date of the member’s
death. This problem is now resolved – the Treasurer
deserves credit for fixing this issue.
Trustees will still need to pay out the benefits on a
timely basis, as superannuation law requires the
benefits of a deceased member to be paid out of the
fund as soon as practicable following the member’s
death.
Important: This content has been prepared without
taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.

Potential CGT impost on deceased estates
eliminated
On a positive note, the Government announced that it
will amend the law to allow the tax exemption for
earnings on assets supporting superannuation
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The price levels to watch on gold
by Lance Lai
In accordance with my article last week, again, not
much has changed and patience remains the order
of the day.
You should recall that on October 8 we exited gold at
$1,773 for a 9% profit over about four months and it
was thought that one could look to re-enter at the
identified support levels. The first re-enter level was
$1,708, for a 30% buy back. Overnight, the gold price
fell as low as $1,714, not quite low enough to make
the order.
I’ve now reset those re-enter levels lower in this
report and patience is again needed.
The short-term outlook for gold indicates that the
price ought to fall further. I’ve revised the buy-back
levels to the following:
1. buy back 10% at $1,692
2. buy back 20% at $1,664
Gold reached an interim peak of $1,795 on 5
October, and now trades at $1,720. A drop of 4.3%.
The gold price now needs to retract back to break out
levels, or near there, to confirm or deny the longevity
of the breakout. This is the key question being asked
of the gold price moves.
Everything still going to plan. Gold at US$1,720,
pull-back in swing

Very little has changed in terms of what I like and
don’t like about the chart.
What I like about the chart?
1) The 200-day moving average pointing up (yellow
line).
2) The chart is still on track for a long-term target of
$2,085.
3) It looks like and feels like the run up we had from
September 2009, and then April 2010. In each case,
multiple upside targets were set, and all reached and
exceeded.
4) A retracement to $1,708 is almost a done deal
now. The lower initial buy level has been reset to
$1,692, shown as the yellow line in the diagram
above with Support indicated by an ‘S’.
5) A solid base has been confirmed as created now
since my articles of 14 June 2012 and 3 September
2012. A solid bottom has been established from 16
May to 30 August.
6) Same as in my last article, gold has broken out of
resistance at $1,660.
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7) I wrote previously: “Other indicators starting to
show we are on the cusp of a new uptrend.” Now I
confirm, the uptrend has begun, it is preferable, but
not absolutely necessary to see a nice retracement
now to consolidate that uptrend.
8) Target 1, has been reset higher at $1,851, the first
yellow line on right.
9) Target 2, of $1,901 has not been altered.

information needs to take into account the time frame
I set. The stocks recommended as ‘Steady as She
Goes’ may be held for the longer term, which for me
means months.
Important: This content has been prepared without
taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.

10) Target 3, of $1,974 has been newly projected.
11) The ‘Ultimate Target’ of $2,085 has also not
been altered.
What I don’t like or what worries me?
1) We are about to retest if point 7 above is valid.
Falls below $1,600 (7.5% lower) would invalidate the
up trend.
2) Falls below $1,620 would be of concern.
Meanwhile, global indices have reached an interim
peak as expected, and the awaited pull-back ought to
commence in the coming days to weeks.
I’ve maintained the downside levels expected in the
US S&P 500. Tops and bottoms are very hard to pick,
especially from a timing perspective and I generally
do not stipulate a time frame. However, in general,
indices and major instruments are expected to play
out within three to eight weeks from the time of my
analysis if the analysis is to be correct.
Despite the anticipated pull-back, I remain positive
because China has not fallen off the cliff. It has flirted
at the edge but now looks again like it is working very
hard to form a base. If China were unable to hold,
then all bets are off and one needs to reassess the
entire globe.
Please note: my views are not for the long term. My
method results in views expressed that relate to an
outlook that lasts weeks or at most, months. For
example, my view on Shanghai’s Index has for now
been met and completed since 22 March 2012, 11
days later. Currently regards Shanghai, I am in a
cautionary observant position. Your utilisation of this
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The broker wrap: TEN, STO and PRY
by Rudi Filapek-Vandyck
In line with a visible improvement in general market
sentiment, stockbrokers and investment bankers in
Australia zoomed in on all the market positives during
the week past. Some strategists retain a cautious
approach as earnings growth in Australia has not yet
appeared on their radar, while the local annual
general meeting (AGM) season might well deliver a
few booby traps, they warn.
With AGM season under way, the past week has
seen a number of updates with respect to outlook
commentary from companies, which have prompted
changes to ratings by the eight brokers in the
FNArena database. A total of eight stocks received
upgrades while 20 were downgraded, total Buy
ratings now standing at 43.63%.
Upgrades
Among those stocks upgraded was Bank of
Queensland (BOQ), RBS Australia moving to Buy
and Citi to Neutral after the bank’s full year profit
result. For Citi, the result offered some greater
comfort with respect to bad debts, while RBS expects
new management and strategy can boost revenue
growth and returns in the not too distant future.
UBS upgraded Billabong (BBG) to Buy believing the
market to be factoring in too pessimistic an outlook
for the company’s potential turnaround, as there is
upside if current turnaround plans can be executed
successfully.
Changes to stockbroker ratings in the past week

Despite a weaker first quarter result, RBS has
upgraded Hills Industries (HIL) to Buy based on the
expectation the weak result will prompt a needed
restructuring of the business. As well, valuation is
considered undemanding at current levels while the
dividend yield seems attractive.
Changes to foreign exchange and commodity price
assumptions have generated an upgrade for
Newcrest (NCM) to Neutral by Credit Suisse,
supported by the broker increasing its price target for
the stock to $30.00 from $26.00. Revised oil price
assumptions saw the broker similarly upgrade
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Santos (STO), in this case to a Buy.
Primary Health Care (PRY) should be a beneficiary
of delays to pathology funding cuts and Deutsche
Bank has lifted earnings forecasts for the company in
response. The changes have meant an increase in
price target and with the stock trading at a discount
relative to peers, the broker upgraded it to Buy.
Downgrades
Among the downgrades, Stockland (SGP) was
downgraded by two brokers during the week. Credit
Suisse moved to Sell and Deutsche to Neutral, both
on the back of revised earnings guidance from
management.
ARB Corporation (ARP) has enjoyed a good share
price run in recent weeks and this has been enough
for Citi to downgrade it to Neutral on valuation
grounds. Citi similarly downgraded Challenger
Financial (CGF) to Neutral to reflect a lack of
potential positive catalysts for the stock, this following
a market update reiterating full-year sales guidance.
Changes to commodity price assumptions by Credit
Suisse have prompted the broker to downgrade a
number of stocks across resource companies under
coverage. In iron ore, Atlas Iron (AGO) has been
downgraded to Sell as revised earnings forecasts and
some uncertainty with respect to future growth
suggest limited scope for shorter-term
outperformance.
Cockatoo Coal (COK) has also been downgraded by
Credit Suisse to Neutral to reflect the possibility of a
capital raising and some development risks
associated with the company. Similar concerns with
respect to future growth have seen Credit Suisse
downgrade New Hope Coal (NHC) to Sell.

For both Evolution Mining (EVN) and PanAust
(PNA) recent share price strength has been sufficient
for Credit Suisse to downgrade them to Sell ratings
on valuation grounds, while Oil Search (OSH) has
been downgraded to Hold following Credit Suisse’s
changes to oil price expectations.
RBS Australia has downgraded Domino’s Pizza
(DMP) to Hold following a solid run in the stock of
late, though the broker continues to view long-term
fundamentals for the company as attractive. For Citi,
the recent run in the James Hardie (JHX) share price
has pushed the stock to a level seen as expensive
enough to justify a downgrade to Sell.
JP Morgan has lowered earnings forecasts for
Fleetwood (FWD) to reflect a faster than expected
decline in demand for modular buildings, the current
market headwinds enough for the broker to
downgrade to Neutral.
Imdex (IMD) delivered a disappointing quarterly
result and Deutsche Bank lowered its earnings
estimates and price target for the stock. With Imdex
now trading in line with sector peers, the broker
downgraded it to Hold.
Macquarie has reviewed the Australian TV sector
post Ten Network’s (TEN) profit result and the result
is a downgrade to both Ten and Seven West Media
(SWM), the former to Sell and the latter to Hold. In
Macquarie’s view, sector pressures suggest share
price outperformance is unlikely prior to any
improvement in conditions.
Changes to earnings forecasts (EF) in cents per
share

For Stanmore Coal (SMR) there is potential for the
Range project to be delayed and for further funding to
be required, causing Credit Suisse to downgrade it to
Neutral. Yancoal’s (YAL) valuation and price target
have been lowered and this has seen the rating
downgraded to Neutral. Tigers Realm Coal (TIG)
suffered a similar fate, the broker’s rating lowered to
Neutral to reflect concerns over a lack of reserves
and a significant funding gap.
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Note: FNArena monitors eight leading stockbrokers
on a daily basis. The eight experts are: BA-Merrill
Lynch, Citi, Credit Suisse, Deutsche Bank, JP
Morgan, Macquarie, RBS and UBS.
Important: This content has been prepared without
taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.
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Future investment trend: remote sensors
by Craig Rispin
View attached video »(This is an edited transcript of
the video.)
I’ve been covering the three Rs for the future:
Robotics, Remote sensors and Regenerative
medicine, and in this episode, we’re going to be
covering remote sensors.
You may have heard in the news that Felix
Baumgartner recently took a balloon up into the sky
and successfully jumped to Earth from the edge of
space. He wasn’t the firsts Felix to take a balloon up
into the sky with cameras; that was Felix Nadar. He
was the inspiration for Jules Vern’s Five weeks in a
balloon. He did the first remote sensing in 1853: a
sensor, a camera, remote, up into a balloon.
There’s another Felix that you’ve probably heard
about. He went up into a balloon just recently. Once
up into the balloon, the digital cameras, HD cameras
pointing down and the digital cameras on his body
filmed what was happening as he was falling back to
Earth. But do you know that they were also
monitoring him from the ground as well with remote
sensors?
You see, remote sensors have come a long way
since 1853. Felix Baumgartner … boy he went through
the sound barrier; it was an exciting ride. Did you get
a chance to see it? I’ve got a couple of clips here
(watch video).
This is a great example of looking into the future
using technology to go to the edge of space. How far
up was Felix Baumgartner? About 10 times higher
than your average jumper. People that go skydiving
go at about 12,000-13,000 feet; he was 120,000 feet.
So he was coming down and these sensors were
going like crazy. His health was being monitored from
the ground to make sure he was OK, and providing

great information to be used by astronauts from the
space station or from future space missions in case of
emergency – could humans survive? Could they
plummet to earth without a space craft and survive?
This is part of what this was to prove, the science of
it. He proved it could be done. Let’s see what
happens in the future.
So what’s this got to do with remote monitoring?
Well, Felix had strapped to his body a kit that was
underneath his space suit from Equivital. Now
Equivital makes a little strip that you wear against
your skin and it monitors your health signs. They use
it in sports, they use it for healthcare; it’s a tiny little
block that monitors all sorts of things and it’s signal
can be transferred remotely, and this is what Felix
was wearing.
This is a UK company, they’re private right now. I
suggest they will be going public sometime in the
near future. It’s a great invention; it’s going to be
used in the military, in research and science, in aged
care, out of hospital care – this is a big trend and
Equivital is on the leading edge of this. You should
check them out. Probably one of the best ways to do
this is just a few days ago, their CEO appeared on
the BBC news in a session called How did Felix
Baumgartner’s heart cope in record jump. It’s a great
story and it’s an example of remote monitoring and
health.
Changing health care
About 50% of all the hospital visits for health in
Australia are unnecessary. If doctors wanted to
monitor you, they could give you one of these little
boxes, send you home, and they would be alerted if
there was a problem, so this remote monitoring is
going to be a major initiative by the Federal
Government right here in Australia in the future, I can
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tell you that right now. It’s going to save us billions
and make our lives better.
One of my friends is a medical futurist at a company
called Care Innovations, a joint venture company (a
merger between Intel and GE health care), and he’s
advising the Government about using these
technologies and one of the first ways these
technologies is getting deployed right here in
Australia is in aged care facilities.
How do we monitor those needing aged care, make
sure that they’re healthy, but not invade their
privacy? This is one of the products that Care
Innovations came up with: QuietCare. It uses passive
infrared sensors and a computer system that
monitors the aged care person in their home or at
their facility, to make sure that they’re getting up at
their regular times, that they’re using the facilities,
that they’re feeding themselves, that they’re going to
the kitchen, their overall movement – are they sitting
in front of the TV or are they getting up and moving
around – those sorts of things. This is a very low-cost
device. They’re not video cameras, they just use
passive infrared technology, they map your body. And
there are alerts; if someone hasn’t moved in a set
period of time, you can alert an aged care provider.
This is going to be a major trend and there are some
companies on the leading edge of this.
What I’ve told you today is just scratching the
surface, but it is going to help our healthcare sector
tremendously.
That’s the second of our three Rs of future investing.
Next will be Regenerative Medicine; growing spare
body parts in the lab – it’s coming, it’s already
happening here in Australia.
Important: This content has been prepared without
taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.

15

The Week Ahead
Australia
Wednesday 24 October: Speech by Luci Ellis, Head of Financial Stability, RBA
Wednesday 24 October: Consumer Price Index (September quarter)
Overseas
Tuesday 23 October: US Richmond Fed survey (October)
Tuesday 23 October: Two-day US Federal Reserve meeting begins
Wednesday 24 October: US New home sales (September)
Wednesday 24 October: US FHFA home prices (August)
Wednesday 24 October: Flash manufacturing (October)
Thursday 25 October: US Durable goods orders (September)
Friday 26 October: US Economic growth (September quarter)

Did you know?
Concerns about the US economy and Europe's debt problems have eased, but they haven't dissipated
completely. Watch what George Boubouras from UBS has to say about how the US and Europe will impact our
markets in Is the Europe problem really over?
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