Issue 209, 5 August 2013

Full steam ahead
Prime Minister Kevin Rudd has finally ended speculation and called an election for September 7. The
obvious question that needs to be answered for you, our readers, is which side will deliver the best
outcome for investments and the stock market. Read my answer below.
We bring you Charlie Aitken's words of wisdom today, instead of our usual Thursday, as he has a very
special prediction of 6,000 on the anniversary of his 'end of the bull market' call 12 months ago.
Charlie's big bets are the Big Four and four other financials.
Also in the Switzer Super Report today, our Stock in Focus, courtesy of Greg Fraser, is Amcor - their
split could augur well for investors - and Paul Rickard provides a monthly update on our Switzer Super
Report portfolios. We continue to outperform the index in both our portfolios!
Sincerely,

Peter Switzer
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Will the election be good for stocks?
by Peter Switzer
Leaving aside your political leanings, the crucial
question for a newsletter like this is – what election
outcome is best for your super fund? I will narrow it
down to the stock market effect of a Rudd or Abbott
victory, leaving out the alternative inflation
consequences of either government, and therefore
the interest rate effect.
A look back
Let me start with what I finished with in my Saturday
morning contribution: “Big hope for the week – the
election called and maybe, just maybe, we could get
some positive vibes happening before the silly
season, which might mean we could see an
economic kick up in the first half of 2014. A late
election will mean a longer time is needed for the
economic recovery to show up.”
So PM Rudd has done the right thing for the economy
and, ultimately, stocks!
But now let me remind you of how the UK’s Financial
Times saw our Economic Statement on Friday:
“Australia – Canberra just cut its GDP forecast,
added two thirds to its budget deficit forecast and put
a levy on the banks. The Aussie dollar meanwhile is
at three-year lows and falling. Time to get out of Oz?”
This “time to get out of Oz?” could be taken from two
points of view – get out of the dollar or get out of
everything Aussie – but the latter is senseless as a
low dollar is actually good for a whole pile of
companies.
Also the high dollar, along with the stupidity of the
RBA’s interest rate policy as the mining boom
petered out to something less than a boom, along
with the Gillard Government’s fixation with a budget
surplus, actually has added to the negativity of a less
robust Chinese customer for our exports to weaken

our overall economy.
Dollar dazzler
Therefore, a lower dollar will be a big help for the
economy and many stocks.
But this should not be news to you, as I have been
talking about this for nearly two years. No use
whining about spilt milk, so let’s deal with what might
happen after 33 sleeps and the next PM is selected
by the voters of this great country!
Let’s focus on an Abbott victory first. Bank shares
would be better served, unless Tony signs up for
Labor’s bank bailout levy. And with talk about slugs
on insurance companies, you’d expect diversified
financials to be stronger after a Coalition-win.
McMillan Shakespeare would also spike. It is
currently a $9.00 stock but Roger Montgomery values
it at $14. That’s a punt for the brave who believe
TattsBet, which has the Coalition as $1.28 favourite
and Labor as the $3.60 outsider!
On the other hand, if you can believe the FT view,
then a Rudd victory should weaken the dollar, while
an Abbott victory could shore it up a tad. So overseas
holidaymakers will find the exercise more expensive
with a Rudd Government but the likes of education
business like Navitas, and low cost miners, such as
BHP-Billiton and Rio, could see their export earnings
more valuable in Aussie dollar terms.
The likes of QBE, Resmed, CSL and even
Macquarie, which earn a lot of their income overseas,
could be beneficiaries of an even lower dollar.
A Rudd win could lead to an exit of some money from
foreign investors but the new and improved PM has
tried to be more business-supportive, for example, by
KO’ing the carbon tax – but there would still be some
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Labor Party suspicions from six years of the
Rudd-Gillard-Rudd musical chairs show.
The best outcome
If I put my dispassionate economist’s hat on, I would
argue that the best long-term outcome for the
economy and stocks would be a Coalition win. It
would lead to foreign investment inflows and the
dollar would be more supported, but I suspect we’d
see business confidence rebound and then a
business investment comeback.
This will help growth in 2014 and would coincide with
a stronger China — its non-manufacturing or services
purchasing managers’ index (PMI) picked up to 54.1
in July from June’s 53.9. Anything over 50
represents an expanding sector and I think news on
China will improve over the rest of this year.
One last point for market investors – I have been
trying to work out why our stock market is still 34%
below its all-time high of 6,828.7 reached on 2
November, while the Yanks are in all-time high
territory?
There are many answers, ranging from the RBA’s
rate policy, the once low US dollar and the once high
Aussie dollar, and the China slowdown. You’d also
have to throw in government policy over the past few
years in particular, especially when you think back on
the hung parliament, a carbon tax, a mining tax, a
budget surplus goal as the economy was slowing and
the fact that the NAB business confidence readings
have spent so much time in negative territory.
Throw in the unbelievably weak retail figures and the
low level of consumer confidence and anyone who
thinks company profits are important for share prices
would have to be thinking a political change is a good
as a holiday, if only for money purposes!
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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ASX 200 to hit 6,000
by Charlie Aitken
I believe over the next two years we will see a wall of
individual investor money come back into Australian
equities from cash and fixed interest. Australians are
currently holding record cash levels right as the return
from cash is crunched in nominal and real terms. This
is exactly what happened in the USA and it’s coming
to Australia as we join the ultra-low, extended period,
cash rate club.
Equity fund managers reading this may doubt it, but
you all know how it works. You have outflows at the
bottom when there is obvious value and inflows into
the recovery when value is harder to find. You are
forced to sell CBA at $30.00 on redemptions and buy
them back at $80.00 on inflows. Money comes in
when you don’t want it and goes out when you do. It
happens every cycle and it will happen again this
cycle, leading to P/E expansion as that asset
allocation inflow to equities is put to work.
The P/E expansion will be greatest in the sectors that
offer sustainable income streams. The great rotation I
see coming in Australia from cash and fixed interest
back to equities will be driven by a search for income.
Therefore I expect a disproportionate amount of the
flow to head towards income funds, buy/write funds,
pure industrial funds and individual stocks that have
income attributes. A wall of income seeking money
will be heading down a relatively narrow street, and
when that happens, you do get P/E expansion
beyond expectations.

Domestic institutions are going to be experiencing
discretionary and compulsory super inflows and will
be buyers, not sellers.
Domestic individual investors will be buyers, not
sellers
The companies themselves, particularly the top 20,
will be buyers of shares, not sellers. Large-cap
corporate Australia is over-capitalised and likely to be
embarking on buybacks and further on-market
dividend reinvestment plan (DRP) neutralisations.
The demand for existing large cap industrial equity is
going to surprise us all.
I believe there’s every chance that my long-held
FY14, 5% fully-franked yield based share price
targets on the Big Four banks and Suncorp prove
conservative. I also believe the $6.00 price target on
Telstra could prove conservative.
Confidence boost
The macro settings are right and I think a decisive
Federal election result on September 7 will be the
trigger for the missing ingredient known as
confidence.
The single best ideas are stomach churning and you
almost need to look away from the screen when you
press the “send” button.

Too much demand, not enough supply
The question then becomes – where will the equity
supply come from to meet the demand for equity
income streams?
Foreign investors are underweight Australia due to
valid falling currency concerns. They are more likely
to be buyers when the Australian dollar finds a level.

The end of the five-year bear market in Australian
equities note from this day a year ago was one of
those moments. It was like lighting a match in a
fireworks factory in terms of the (negative) feedback
and debate it created. However, fast forward to today
and while some of the components of the note
weren’t accurate, the over-riding call of the end of
the five-year bear market was actually correct, almost
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to the day.
Now that the federal election has been called, I think
all the conditions are in place for the next leg of the
Australian equity bull market. I think it will be led by
big cap industrials and become self-sustaining, as the
RBA continues to drive cash rates and the Aussie
dollar down. It won’t be an earnings led bull market,
it will be a P/E expansion led bull market, as investors
bid up reliable equity income streams in household
names they know.

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.

The driver
I think financials are going to continue to lead this bull
market. I strongly believe the ASX Financials Index
(XFJ) will head back to all-time highs. That is why I
have ANZ, CBA, NAB, WBC, SUN, AMP, MQG and
QBE in my high conviction list. The XFJ has clearly
broken out of the post GFC trading range and those
eight high conviction financial stocks make up 77% of
the XFJ Index.

In January, I wrote it’s going to be a very good year
to be a real estate agent. That is proving correct.
From this point though, I think it’s going to be even
better to be an Australian equity fund manager or
dare I say, a lowly stockbroker.
I am going to continue to keep the bullish Australian
equity strategy pedal flat to the floor. I forecast that
within 12 to 18 months, the ASX200 will recover to
6,000, led by large cap financials as Australians buy
shares for income.
Again, let’s judge this call in 12 months’ time.
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All eyes on earnings
by James Dunn
It will be a nervous earnings season this year. The
way the Australian stockmarket generally rises is that
the price/earnings (P/E) ratios of stocks expand, and
the improved earnings rise to justify the higher
multiples. If the earnings don’t support the higher
P/Es, the market comes back down.
In 2013, the first part of that bargain has been
supplied: this P/E expansion has taken the S&P/ASX
200 Index’s constituent companies from an average
P/E ratio of 12.1 times expected earnings (over the
next 12 months) a year ago, to 14.7 times expected
earnings going into the reporting season. Given an
average multiple for the ASX 200 in the past decade
of 14.1 times, that tells you that it’s time for earnings
to do their share of the lifting.
Confidence is weak
The problem is that the Australian market is still
nervous about potential weakness in China and the
US, as well as the softening Australian economy. A
rash of profit downgrades from companies – even as
recently as last week, witness Oroton and Suncorp –
has leached away at sentiment, to the point where
confidence in FY 13 results has evaporated.
Earlier this year, analysts’ consensus estimates for
earnings growth for the S&P/ASX 200 Index for
2012-13 were running at about 12%, led by the
financials and industrials, with the resources stocks
acting as a drag on the market, as they did in FY12.
The December 2012 half-year half profit reporting
season saw a fall in overall profits of about 9% on the
December 2011 half, due mainly to a 35% slump in
resources profits. With revenue growth across the
market virtually non-existent, it was up to cost control
and productivity gains to hold up earnings.
On the other hand, dividend growth was pretty good:

53% of ASX 200 stocks lifted their dividends, against
only 22% that cut them – and 40% of companies paid
a higher dividend than analysts expected. Also, the
closely watched “outlook” statements were
considered fairly positive overall.
However, the wave of profit downgrades has
disappointed the market, and FY13 earnings are now
expected to show a fall, of about 1%. Without
resources, the market’s earnings would be up by
about 5% – but the resources stocks are going to
detract from the overall earnings result. About the
best that can be hoped for is a flat outcome.
Aussie dollar reprieve
That may change, with the late improvement in one of
the headwinds that was holding back profits for many
companies, namely the high Aussie dollar against the
US dollar. But the Australian currency only started to
come off in mid-May – the fall won’t be enough on its
own to boost profits.
Revenue is expected to remain flat in FY13, with
revenue growth of less than 2% expected across the
ASX 200.
Analysts do expect profit growth in the 2013-14
financial year: at present, the ASX 200 stocks are
projected to lift their earnings by about 6% to 9%,
excluding the resources stocks. That could be
improved by the weaker $A, which has begun to
spark upgraded expectations for some of the
Australian market’s biggest foreign earners – as well
as helping the FY13 downgrades to be not as bad as
they could have been.
The companies that benefit most from a lower A$ are
those that report their financial results in US$,
including BHP Billiton, Rio Tinto, Fortescue Metals
Group, CSL, Woodside Petroleum, News
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Corporation, QBE Insurance, Oil Search, Brambles,
Computershare, James Hardie and ResMed. The
weaker A$ helps boost their earnings.
Also benefiting from the A$’s slide are companies
with significant percentages of their revenue coming
from overseas, such as Amcor, CSR, Cochlear,
Treasury Wine Estates, ‘New’ News Corporation,
21st Century Fox , Sims Metal Management, Mayne
Pharma, Westfield Group, Sonic Healthcare,
Henderson Group, Ansell, Adelaide Brighton, GWA,
SDI, Navitas, Bega Cheese, Macquarie Atlas Roads,
Incitec Pivot and Orica.
Great expectations
But investment bank UBS summed up the market
mood late in July when it said it expected surprises to
the downside coming out of the August reporting
season to out-number positive surprises by a ratio of
three to one.
UBS says the standouts could include stocks such as
Fairfax and Nufarm, while Brambles, Coca-Cola
Amatil, Sonic Healthcare, Computershare and
Treasury Wine Estates could lead the
disappointments.
Broker Ord Minnett has also looked at stocks that
could surprise the consensus – on both the upside
and the downside. It says positive surprises could
come from the likes of Goodman Group, Ramsay
Health Care, Telstra, Westfield Group, Dexus
Property Group, Commonwealth Property Office
Fund, Iluka Resources, Amcor, Flight Centre, GPT,
Sydney Airport, Crown, Federation Centres, CSL,
Aurizon, Coca-Cola Amatil and Asciano.
But the broker says stocks that could disappoint
include Ansell, Toll Holdings, Computershare,
Woolworths, Leighton Holdings, Monadelphous,
Wesfarmers, Challenger, Sonic Healthcare, CFS
Retail Property Trust, Insurance Australia Group,
Tatts Group, Echo Entertainment and Treasury Wine
Estates.

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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Stock in Focus - Amcor
by Greg Fraser
Last week, Amcor announced it would demerge its
Australasian packaging business from its global
packaging business by December this year.
The company believes the move will release value for
shareholders, but it looks more like a case of
untethering the high-growth international business
from the more mature Australasian business.
The company’s explanation is that its Australasia
and Packaging Distribution (AAPD) business is
fundamentally different to the rest of the group. Its
main product groups are fibre, glass and beverage
can packaging across Australia and New Zealand.
The Amcor international business is flexible and rigid
plastic packaging for the health, food and tobacco
industries. Its biggest growth markets are in Asia,
where the rapid improvement in per capita wealth is
driving the demand for more sophisticated packaging
solutions.
Show me the money
The big hint about where the most value lies in this
demerger is that Amcor chief executive Ken
MacKenzie has pegged his slate to the global
business and retained his chairman Graeme Liebelt.
The AAPD business, which will be renamed once it is
separately listed on the ASX, will be steered by its
current President Nigel Garrard and will be chaired by
Chris Roberts.
There is nothing particularly wrong with that allocation
of responsibilities, but it will allow Amcor to pursue
the next leg of its growth strategy unencumbered by
the AAPD business.
Amcor’s track record over the last four years has
been very good, mainly due to its brave decision in

February 2010 to fork out US$1.95 billion to buy the
Alcan Packaging business from Rio Tinto.
At a multiple of 5.1 times operating earnings, Amcor
scored a bargain and at exactly the right time. The
synergies between the businesses were large, and
Amcor had the expertise to extract the benefits and
make the combined businesses better.
Amcor has made more acquisitions since and has
repeated the exercise with similar success.
The detraction
The one factor holding it back in recent years has
been the rising level of the Australian dollar. For a
business that earns most of its profits in US dollars,
translating those profits back into Australian dollars
was hurting the bottom line. Now that the US dollar is
lifting again, those translations will begin to put some
icing back on Amcor’s earnings cake.
The global packaging industry has undergone a
period of consolidation over the last few years, with
Amcor playing its part as the big guys get bigger.
The demerger details will not be known until the
Scheme Booklet is released later this year, so crucial
elements, such as the capital structure of each
company, remain under wraps.
For now, investors have exposure to a relatively
defensive business with leading global positions in
some very resilient industries.
Asian opportunities
However, investors should not assume the word
‘defensive’ implies the company is devoid of growth
opportunities. In fact, the opposite seems to be true,
as Asia marches towards more consumer-oriented
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economies and the US economy regains its mojo.
Europe is another matter, but at some point it must
also recover.

increasing exposure to high growth Asian markets.

Packaging has become a quite sophisticated
business with the complexity and compliance levels
requiring substantial research and development.
Having core skills in new product development is
important to winning new business and Amcor has a
good track record in this regard.

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.

Either way, Amcor looks like a good portfolio stock.

In June 2009, Amcor’s share price was sagging at
$4.67 but the progress in acquisitions and execution
since that time has seen the price steadily lift to the
current $10.85 per share. That’s a ‘lazy’ 23% per
annum return excluding dividends.

We are expecting FY13 EBITDA for AAPD of
approximately $290 million. Placing a 7 times multiple
(the average packaging company acquisition multiple
over the last three years) on AAPD’s earnings values
it at about $2.0 billion.
The amount of debt to be included is not yet known,
but Amcor’s group net debt of $3.7 billion is not
excessive and represents 2.2 times net debt to
EBITDA.
The demerged AAPD business could potentially be
seen as a mature dividend-paying business
depending on its capital structure and strategy.
The remaining Amcor business could be seen as a
more concentrated global growth business with an

09

As BHP and RIO bounce back, SSR portfolios
outperform
by Paul Rickard
A great start to the financial year saw the Australian
share market put on 5.2% in July. This was led by a
healthy 9.3% gain for the ‘materials’ sector
(dominated by stocks such as BHP and RIO),
followed by ‘financials’ with a rise of 6.4%. In this
environment, our portfolios continued to perform well,
largely maintaining their relative outperformance.
Portfolio recap
In January, we made some adjustments to our
Australian share ‘Income Portfolio’, and introduced
a ‘Growth Oriented Portfolio’.
The income portfolio is forecast to generate a yield of
5.23% in 2013, franked to 98.3%.

that favour the sectors that we judge to have the best
medium-term growth prospects. Critically, it also
confines the stock universe to the ASX 100 (there are
many great growth companies outside the top 100).
Performance
The income-oriented portfolio to 31 July is up by
13.81% and the growth-oriented portfolio is up by
13.38% (see tables below). Compared to the
benchmark S&P/ASX 200 Accumulation Index (which
adds back income from dividends), the income
portfolio has outperformed by 2.9% and the
growth-oriented portfolio has outperformed by 2.4%.

To construct the income portfolio, the processes we
applied included:
Using a ‘top down approach’ and introducing
biases that favour lower PE, higher yielding
industry sectors;
To minimise the market tracking risk, adopting
a rule that says our sector biases in the major
sectors (financials, materials and consumer
staples) will not be more than 33% away from
index;
Identifying 15 to 20 stocks (less than 10 is
insufficient diversification, over 25 is too hard
to monitor), with a stock universe confined to
the ASX 100;
Within a sector, weighting the stocks broadly
to their respective index weights, although
there are some biases; and
Of course, we looked for companies that pay
franked dividends and have a consistent
earnings record.

Most sectors up in July
Only the IT and property trust sectors finished in the
red in July. Surprisingly, one of the sectors that you
might expect to benefit from a weaker Aussie dollar,
the industrials sector, made heavy weather of it, and
is the second weakest sector on a year-to-date basis
with a gain of only 2.4%.

The growth-oriented portfolio takes a very different
approach to the sectors in that it introduces biases
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Growth-oriented portfolio
The growth-oriented portfolio is overweight stocks in
the materials, energy and healthcare sectors,
underweight financials and consumer staples, and
broadly index weight the other sectors. Stock
selection in the financials (strong bias towards NAB
and the selection of a regional in BOQ), as well as in
the health care and industrials sectors, is offsetting
the underperformance of the material stocks. Orica, in
particular has disappointed, with a shock profit
downgrade in July. Current sector weights are within
the parameters of the portfolio construction rules. The
portfolio is listed on the following page.

Income portfolio

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.

The income portfolio is overweight financials,
consumer staples and telco, and underweight
materials. It also has some stock biases – in
particular, underweight CBA and overweight NAB.
With the relative outperformance of financials in July,
the portfolio’s weighting (by market value) to this
sector is now 48.8%. This is still within one of our
major portfolio construction rules, that states that our
biases in the major sectors will not be more than 33%
away from index. As there is no immediate need to
rebalance the portfolio, we have deferred this again.
On the stock selection side, while we obviously got
the call wrong to include UGL, at around $7.28, we
feel it is too cheap to sell.
For income, the portfolio has returned 2.68%, franked
to 96.6%. As dividends are traditionally a little higher
in the second half, the portfolio should exceed the
forecast 5.23% per annum. Details of the portfolio
and its performance are listed on page 12.
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Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
Changes in stockbroker ratings for individually listed
stocks in Australia continue to be dominated by
downgrades. The general theme amongst the
upgrades seems to be relative underpricing for
certain stocks. This time most downgrades are
caused by non-exciting prospects (say the analysts)
and recovering share prices, which may give
investors an indication about the risks that are still
very much present in this part of the share market.

Telstra (TLS) was upgraded to Neutral from
Underperform by CIMB. CIMB’s upgrade looks a bit
contradictory, as the stockbroker used the opportunity
to emphasise the risks have actually increased, due
to more expected delays for the NBN-roll out. But
better industry dynamics for the mobile operations are
currently providing enough offset, argues CIMB. The
stockbroker has penciled in dividend increases to 29
cents next year, and further to 30 cents in FY15.

In the good books

Treasury Wine Estates (TWE) was upgraded to
Neutral from Sell by Citi. The broker suggests
investors may have overlooked the benefits the
Americas business will receive from a growing
shortage of US wine grapes.

Dexus Property Group (DXS) was upgraded to Hold
from Sell by Deutsche Bank. Deutsche Bank can see
the benefits in the potential acquisition of
Commonwealth Property Office (CPA), but above all,
the share price has now retreated to near the
stockbroker’s valuation and price target of $1.06,
which triggered the upgrade to Hold.

Leighton Holdings (LEI) was upgraded to Hold from
Sell by Deutsche Bank. Deutsche Bank’s upgrade is
a valuation call. Expectations for the company in the
three years ahead remain low, but the stockbroker
believes this has now been all but priced in.
Stockland (SGP) was upgraded to Buy from Hold by
Deutsche Bank. Deutsche Bank believes Stockland
offers the most attractive growth profile in the sector
for the coming three years.

In the not-so-good books
Insurance Australia Group (IAG) was downgraded to
Sell from Hold. Deutsche Bank has spotted early
indications that the cycle for insurers is about to take
a turn for the worse. Insurers probably have another
good year in front of them, argues the stockbroker.
Deutsche Bank has no ambition to accurately time
the exact turning point and has simply decided to “act
ahead of anyone else”.
Newcrest Mining (NCM) was downgraded to Hold
from Buy by Deutsche Bank. Earnings prospects for
gold miners are not exactly improving,
notwithstanding a short-term bounce in the price of
bullion. In the case of Newcrest, there remains limited
visibility around implementation of the new strategy
through FY14.
Sigma Pharmaceutical (SIP) was downgraded to
Underperform from Neutral by Credit Suisse. Sigma
has effectively issued a profit warning, even though
FY14 is still expected to show some improvement on
FY13. Credit Suisse has chosen to adopt a more
cautious approach. In the absence of tangible signals
of a pick up in sales and profitability, the rating has
been pulled back to Underperform.
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Newcrest Mining (NCM) was downgraded to Hold
from Buy by Deutsche Bank. Earnings prospects for
gold miners are not exactly improving,
notwithstanding a short-term bounce in the price of
bullion. In the case of Newcrest, there remains limited
visibility around implementation of the new strategy
through FY14.
Sigma Pharmaceutical (SIP) was downgraded to
Underperform from Neutral by Credit Suisse. Sigma
has effectively issued a profit warning, even though
FY14 is still expected to show some improvement on
FY13. Credit Suisse has chosen to adopt a more
cautious approach. In the absence of tangible signals
of a pick up in sales and profitability, the rating has
been pulled back to Underperform.

Important: This content has been prepared without
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constitute formal advice. Consider the
appropriateness of the information in regards to your
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Whitehaven Coal (WHC) was downgraded to Neutral
from Buy by UBS. UBS sees yet another year of
losses ahead, on the back of softer coal price
projections. Combine this with recent share price
strength and it’s not difficult to see the reason behind
the downgrade.
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Real estate rebound spreads beyond Sydney
by Penny Pryor
The property market in Sydney has been lifting for
some time – the weekend was the fourth one in a row
where an 80% clearance rate was recorded – but that
trend is now starting to be picked up by other states,
with the weighted average of the combined capital
cities clearance rate edging up to almost 70%.

A year ago, Sydney had been starting to show some
improvement, with a clearance rate moving close to
65% but other states were still struggling (see table 3
below).

RP Data recorded a preliminary combined capital city
auction clearance rate of 69.6%, compared to the
previous weeks result of 65.3% (see graph 1 below).

In Sydney, APM recorded the auction clearance rate
at 81.3% and RP Data at 78.4%. Melbourne’s
clearance rate was 69% and 69.7% on the APM and
RP Data measures respectively (see table 1 below).

But of particular note were the 60% (APM) and 65.9%
(RP Data) rates recorded for Adelaide, where rates
had been languishing in the 40 to 50% ranges (see
table 2 below).

RP Data also calculates a ‘new listings’ lead
indicator. The property data provider says RP Data
customers account for 70% of all listings in the
Australian property market, which means the index
has a 75% correlation with the actual market. The
data for each state is shown in the table below and
highlights that increased activity in the property
market is spreading beyond Sydney, with a 4%
monthly increase in Victoria and a 3.2% increase in
South 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.
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Graph of the week - ASX 200: 5,047 Consolidating in range

On my Switzer TV show last week, Lance Lai was back with his favourite charts. He analysed gold, the
Shanghai Composite, S&P 500 and the ASX 200. After a rise of 21% in the six months to early May, the
Australian market retraced. It has bounced off the 200-day moving average. Bottom line from Lance consolidating at these levels.
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