Issue 312, 11 August 2014

Know Thyself
I’m being a little philosophical today and have borrowed from Plato but in these difficult investment
times it’s more important than ever to “know thyself” because it’s only then that you can know how
to invest properly.
Paul Rickard has followed the same theme today in his article How much cash is enough?. You
can only really answer that question if you understand what split between income and growth
assets is right for you.
Companies need to know who they are too, nobody likes a surprise in earnings season, least of all the
company involved. Today, James Dunn takes us through the good and the bad for last week and
previews what’s ahead this week.
In Buy, Sell, Hold – what the brokers say, James Hardie and Tabcorp get upgrades and in Shortlisted
we wonder if Ardent Leisure is getting expensive and whether Oz Minerals is worth a look.
Sincerely,

Peter Switzer
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Know who you are and invest accordingly
by Peter Switzer
Last Friday at a cake ceremony for a number of my
staff I received some great advice that I’d like to
share with you. It came from one of my financial
advisors and the best bit was he gave my own advice
back to me!
You see, in writing for all of our subscribers I
sometimes have to do a Russell Crowe – become a
method actor – and put myself into the shoes of our
many varied readers. And many are not like me.
Ultimately it depends on who you think you are that
will determine how you play the market right now. To
explain my point, let’s profile two different types of
readers.
The first is in accumulation mode, while the second is
in pension mode and doesn’t pay capital gains tax if
he or she sells stocks.
Let’s look at the latter investor and contemplate
possible short-term strategies. Why short term? Well,
I’m certain that stocks will continue to rise over 2015
but it’s the time between now and December I’m
most worried about and this is primarily for
geopolitical reasons.
A black swan, or X-factor event, could come along
and create the overdue correction. If you want proof
of how events can move markets, just look at the
185-point gain on the Dow on Friday, when it was
reported that Russian troops wound up their war
games near the Ukraine border.
If Russia rolls into Ukraine, stocks will sink. I know
exactly who I am so I’ll be a buyer of stocks, not a
seller. The only problem will be when I buy but history
suggests that earlier is usually better with geopolitical
spook events.
Anyway, that might be analysis for another day. I truly
hope that day never comes. Putin could not be that

stupid. Surely?
For pension phase
So, how could our pension person play the market?
One, do nothing and maybe buy on the dips. Two,
he/she could totally cash up and wait for the
correction and get back in again but there are timing
risks, the risk of no correction and the risk of selling
stocks, such as CBA stocks, which might have been
bought at $45 and are yielding over 10%.
This suggests that if you are going to cash up, then
just do it on stocks that you’re sorry you hold and
then gamble that a correction will give you a chance
to buy the good ones you hold at lower prices.
But as you can see, this is a very tricky play and rests
on so many ‘ifs’ and ‘buts’. There’s an old
financial planning saying that it’s time in the market,
not timing the market, that counts.
I always add that if you can time the get-in well, such
as February 2009 (when I was telling my TV audience
and we were telling our financial planning clients it
was the right time to get in), then you can get the best
of both worlds.
Of course, we are further into the bull market cycle so
the upside windfall years are reducing the longer we
go on. But I’m bullish at least for one year, though I
suspect I’ll add another year on to my positivity as
2015 unfolds.
For accumulation phase
And what about the reader who’s in accumulation
mode?
Well, you’re basically stuck unless you want to play
trader, which is a tough game to always get right and
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you will pay capital gains tax when you sell previous
winners. Analysis of those who try to time the market
shows that good sense keeps you out of the market.
For example, last Friday on Wall Street, after stock
markets like ours lost 73 points, many American
investors could have missed out on the 185-point
gain, which was not expected.
Timers often miss the big comeback days and are
often caught in the huge surprise sell-off days. That’s
why I like to go back to my favourite chart, which I’ll
force down your throats in case you need to work out
exactly who you are. Here it is:

The only real challenge is for you to work out who you
are and invest accordingly.
By the way, a recent Goldman Sachs report says
stocks are set to outperform bonds in coming years! I
like the word “years”, which adds to my optimism
that being placed for a rising stock market in 2015,
and probably 2016, is not pie in the sky stuff.
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.

It shows what happens to $10,000 from 1970 to 2009
and the fact that it rolls over into $453,166 tells you
that all you need is a good collection of
income-paying stocks held over a long time, which
will defy five market crashes and countless
corrections over 30 years.
For everyone
Thinking through how we should play the next few
months Stuart, one of our financial planners, said
“really given your advice to be holding quality
income-paying stocks, even in a crash, the dividends
will come through and time will repair the capital, so
why do anything?”
He is right if your portfolio of stocks is good and you
don’t have to eat into your capital. That’s the benefit
of a good strategy – it can stand the test of time and
the ups and downs of markets.
It also shows the need to build a cash buffer in good
market times to withstand those times when markets
slide, which is about three years in ten.
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How much cash is enough?
by Paul Rickard
I get to answer many subscribers’ questions, and
apart from the usual suspects such as: Should I sell
stock A or purchase stock B?, another very popular
question is: ‘‘How much cash should I have?”.

Models are produced based on how different assets
are expected to move together in value (in fact, they
look for negative correlations), and target allocations
are established.

This is usually accompanied by a description of the
major assets in the super fund, meaning that the
question is really about whether “I have too much
invested in the share market” or “should I have more
invested in the share market”.

The table below shows six standard asset allocations
– with growth assets starting at 0% in the most
‘secure’ portfolio, and moving progressively to an
almost pure growth allocation of 99%, which is
labelled ‘high growth’.

As I say to subscribers who pose this question, there
is no right or wrong answer. It depends on a number
of factors that are particular to your fund and your
members. With share markets sitting at high levels
globally, it is probably timely to review the factors
behind this decision.

Target asset allocations

Income -v- growth assets
When subscribers talk about “how much cash?”,
they are usually looking at the distinction between
‘income’ assets and ‘growth’ assets. Cash is one
of the income assets – and every fund should have
enough of the folding stuff on hand to meet the next
three to six months’ liabilities of the fund (such as
paying a pension or paying tax). However, the income
assets also include term deposits, fixed income
securities, corporate bonds and hybrid securities.
With these assets, the primary return for the investor
is from income, such as interest – not price
appreciation.
On the other hand, growth assets provide most of
their return through price appreciation. Shares,
international shares, property, commodities and
collectables are the major asset classes.
Asset allocation is, at the top level, a division between
‘growth’ assets and ‘income’ assets, and at the
next level, a division between the asset classes.

Source: Switzer Financial Group
How do I know if my fund should have a
‘defensive’ or ‘growth’ orientation?
While there are obviously hundreds of permutations
of asset class combinations, let’s return to the
question about “cash”. What’s the right asset mix for
my fund, and what are the factors I should consider?
Firstly, let’s start with your investment objectives. If
the objective of your fund is, say, to ‘outperform
inflation by 5% over the long term’, then you are
going to need a fair mix of growth assets. On the
other hand, if your objective is to ‘keep pace with
inflation while avoiding a negative return in any one
year’, then you could probably achieve this largely
through income-based assets.
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Accumulation or pension? If you are in the
accumulation phase, then you probably want to grow
your super, won’t need to liquidate any assets in the
short term and are thinking a long way into the future.
These are strong arguments for a bias towards
growth assets. This doesn’t mean that if you are
drawing a pension that you should go all conservative
– one of the greatest mistakes we see in our financial
planning business are people retiring and
immediately going into capital preservation mode. As
a retiree, you might have to plan on your super lasting
for 30 plus years – which means some allocation to
growth assets.
Timeframe. If you are in your thirties, you won’t be
able to access your super until age 60 (more likely
not until age 65 or 70) and you should also be
thinking about making your super last for another 30
years after that. According to the ABS, a 65-year-old
male can expect to live for 19.1 years, a 65-year-old
woman 22.0 years. These are averages – increasing
all the time, and if you are in reasonable health, you
need to plan on quite a bit longer. There will be
several economic and market cycles over the next 60
years – time is on your side, implying a strong bias
towards growth-based assets.
What is your appetite for risk – or perhaps rephrased
more correctly, your risk tolerance? If you invest in
growth assets, the probability of having a year with a
negative investment return increases. Every share
market cycle produces years when the market goes
backwards, like 2008 and 2009. There is no point in
having a strong bias in growth assets if you are not
comfortable with this expectation. The table below
from Chant West is pretty conclusive – in the last 22
financial years, the median growth super fund has
witnessed a negative return on three occasions – and
two years of almost zero return – about a one in five
occurrence.
Median Return % for a Growth Super Fund

Taking more risk should be accompanied by the
prospect of a higher return – and the evidence for this
is fairly compelling. Chant West has recently
reviewed the performances of industry and corporate
super funds over one, three, five, seven and 10 years
– and as the data in the following table shows, as the
proportion of growth assets in the investment option
increases, the average return increases.
Interestingly, this is true of all measurement periods
except seven years (which incorporates the GFC
period of 2008 and 2009), however as the
measurement period gets out to 10 years, then the
pattern reverts to the expected case.
Super Fund Performance – % pa
And finally, your investment outlook, as well as not
investing in things you don’t understand or are not
comfortable with, will guide both your allocation and
investment timing.
Thinking about your investment objectives, fund
status, timeframe, risk tolerance and investment
outlook will help you decide on your allocation to
growth or income-based assets – and ultimately
formulate your individual answer to that question
“how much cash is enough?”.

Source: Chant West – Median Fund Performances to
30 June 2014
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.

Source: Chant West – Median Financial Year
Performance for Growth Fund
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Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
At face value, the story for the Australian share
market remains one of noticeably more downgrades
than upgrades. But look beyond the persistent
negative trend in stock ratings and a decidedly
supportive picture emerges. In terms of price targets,
increases were mostly significant with stocks like
Panoramic Resources, Ardent Leisure, Treasury
Wine Estates and Caltex all enjoying solid increases
in their broker price targets during the week of at least
5% (and as high as 10% for Panoramic).
Even the number eight on the list, Alacer Gold, still
enjoyed an increase of 1%. As a comparison,
Henderson Group tops the target list on the negative
side with a reduction of less than 2%.
In the good books
Alacer Gold (AQG) was upgraded to Overweight
from Neutral by JP Morgan. The broker believes
Alacer to be the standout in the Australian gold
sector, despite share price falls. Some risks remain
around the Copler sulphide project but this is partly
offset by corporate appeal and the long life of the
mine. Despite June quarterly production falling 6%,
management has reiterated full year guidance.

valuation – and has acquired a further eight clubs in
WA. The company has raised $50 million from an
institutional placement and could raise up to $15
million from a share purchase plan to fund the
purchase and roll out. Pre-released FY14 results are
above the broker’s forecasts.
Credit Corp (CCP) was upgraded to Overweight
from Neutral by JP Morgan. FY14 profit was broadly
in line with the broker’s forecast. JP Morgan expects
the company to maintain earnings growth in the
consumer lending business but envisages some
near-term risks to industry returns in the Pay Day
Loan (PDL) market.
James Hardie (JHX) was upgraded to Overweight
from Neutral by JP Morgan. JP Morgan has revised
US forecasts for the building materials sector to
account for an expected short-lived hiatus in activity.
The investment proposition is now, more than ever, a
play on whether the company can reach its target of
35% market share and maintain a 90% fibre cement
category share.
Tabcorp Holdings (TAH) was upgraded to
Outperform from Neutral by Credit Suisse. Second
half earnings were very strong and Credit Suisse has
upgraded FY15-16 by 3-4%. The broker observed
wagering revenue momentum was excellent and
good growth is still expected in FY15. Tabcorp has
raised its payout ratio to 90% but will continue with its
dividend reinvestment plan. (See also TAH
downgrade)
In the not-so-good books

Ardent Leisure (AAD) was upgraded to
Overweight from Neutral by JP Morgan. The
company continues the roll out of Main Event – which
is the main contributor to the broker’s increased

Adelaide Brighton (ABC) was downgraded to
Underperform from Neutral by Credit Suisse, to
Sell from Hold by Deutsche Bank and to Neutral
from Overweight by JP Morgan. The actions follow
the company’s acquisition of two concrete
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businesses and a quarry. Credit Suisse believes the
acquisition of the company’s largest independent
cement customer is a defensive move to protect its
most profitable South Australian market. The balance
sheet is now fully utilised and the broker suspects
special dividends are becoming more unlikely in the
near term. Adelaide Brighton’s acquisitions of
concrete and aggregate businesses in SA and
Queensland are dilutive and expensive, in Deutsche
Bank’s view. There may be some synergies but the
broker is not prepared to factor this in and
downgrades to Sell from Hold. And JP Morgan says
Adelaide Brighton has paid a full price for its recent
defensive acquisitions. Risks still linger from the
Cement Australia decision not to renew the supply
contract from Port Kembla.

the broker’s valuation. The price target is raised to
$3.70 from $3.65. (See also TAH upgrade)

Henderson Group (HGG) was downgraded to
Neutral from Outperform by Credit Suisse. First
half results were below the broker’s forecasts, largely
because of a higher tax rate and lower contributions
from discontinued operations. Earnings growth is
more uncertain, despite strong funds under
management growth. The broker has downgraded
profit expectations by 11% for FY14 and by 7-8% for
the outer years.

FNArena tabulates the views of eight major Australian
and international stock brokers: BA-Merrill Lynch,
CIMB, Citi, Credit Suisse, Deutsche Bank, JP
Morgan, Macquarie and UBS.

Tabcorp Holdings (TAH) was downgraded to
Neutral from Overweight by JP Morgan. The FY14
result was marginally ahead of the broker’s forecasts
with cash flow stronger than expected. JP Morgan
has increased earnings forecasts for FY15 by 2.7%.
Despite a solid result, JP Morgan has made a
valuation call and downgraded the rating to Neutral
from Overweight. The stock is now trading 2% below

Earnings Forecast

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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Earnings season preview – CBA and Telstra
by James Dunn
This week we move into the third week – and the
second major week – of FY14 profit-reporting season,
with some heavyweight stocks stepping up to the
plate.
Rio pleasantly surprises
The highlight of last week was Rio Tinto shrugging off
concerns about an over-supplied iron ore market,
more than doubling its reported half-year profit to
US$4.4 billion, with underlying earnings coming in at
US$5.1 billion ($5.5 billion), well above expectations
of US$4.56 billion. The big miner lifted its dividend by
15%.
The stellar performance was all the more meritorious
given falls in the prices of its main commodities,
which lopped nearly US$1.4 billion from the bottom
line. That was more than offset with extra production,
plus much more efficient than expected cost-cutting –
the aggressive cost-cutting and productivity
improvements at Rio are flowing straight through to
the bottom line – and its performance puts BHP under
pressure to announce a similar belter of a result on
Tuesday week.
Some good news, some bad
This week we hear from several companies
nominated by analysts as potential bearers of bad
news, with Newcrest, Fairfax Media and
Computershare all considered likely to disappoint.
Conversely, Commonwealth Bank, Crown Resorts,
Echo Entertainment, UGL, Domino’s Pizza, Suncorp
and CSL are all reporting this week, and the market is
expecting potential good news from them.
JB Hi-Fi has kicked off the week this morning with a
fairly strong result, with net profit up by 10.3% to
$128.4 million for the 12 months ending June, slightly

ahead of consensus forecasts, which were looking for
profit of about $127.7 million. Earnings per share
(EPS) rose 9.1% to 128.4 cents a share, ahead of the
127.1 cents expected. Total sales rose by 5.3% to
$3.48 billion. Along with all key measures rising, the
share price will be supported by an on-market
buy-back. However, in an example of the often
seemingly perverse reactions of the stock market in
reporting season, JB Hi-Fi shares have been
slammed on the basis of disappointing July sales and
a soft outlook for the first half of the current financial
year.
On Wednesday, Commonwealth Bank is expected to
lift earnings per share (EPS) by at least 10%, to 525.8
cents, and boost its dividend by 9.4%, to just under
$4. That would put CBA on track for a record profit of
about $8.6 billion. Analysts predict a second-half
dividend of $2.17, up from $2 last year.
The bank’s capital levels will be closely watched, as
will margins, costs and the level of bad and doubtful
debts.
On Thursday, Telstra is expected to show a 9.4% rise
in EPS, and a full-year dividend lifted 5%, to 29.4
cents. The market has also pencilled-in a share buy
back from Telstra, of about $2 billion worth of stock.
The Mobiles division – which makes up half of
Telstra’s equity value – is expected to be the main
driver of the result.
Wesfarmers also reports on Thursday, and analysts
are expecting a boost of just under 7% to EPS, and a
significantly strengthened dividend (+13.5%). The
coal division is struggling, but as Deutsche Bank puts
it, Coles and Bunnings now account for more than
75% of Wesfarmers’ forecast earnings. A capital
return is also expected from Wesfarmers in the near
future, if not at this result, at the FY15 interim.
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In any case, as bionic ear maker Cochlear showed
last week, even a seemingly poor result – FY14 net
profit plunged 29%, on the back of 15% growth in
sales – will be accepted by the share market if (a) it
was expecting it, and (b) the company in its outlook
statement gives the market good reason to believe
that a turnaround is on the way. Cochlear was able to
point to product launches and product approvals that
provide basis for this optimism.

+13.8%
Consensus dividend per share (DPS): 111.9 cents,
+9.7%

Here is a heads-up of major company results to look
out for this week, with consensus market
expectations:
Tuesday 12 August

Echo Entertainment (EGP)
Consensus earnings per share (EPS): 17.2 cents,
+70%
Consensus dividend per share (DPS): 7.5 cents,
+25%

UGL (UGL)
Consensus earnings per share (EPS): 65.1 cents,
+197%
Consensus dividend per share (DPS): nil, versus 39
cents in FY13

Primary Healthcare (PRY)
Consensus earnings per share (EPS): 31.1 cents,
+4%
Consensus dividend per share (DPS): 20.2 cents,
+15.4%

Wotif.com (WTF)
Consensus earnings per share (EPS): 20.3 cents,
–15.8%
Consensus dividend per share (DPS): 24.6 cents,
+7%

Southern Cross Media (SXL)
Consensus earnings per share (EPS): 11.6 cents,
–14.7%
Consensus dividend per share (DPS): 7.5 cents,
–16.7%

Domino’s Pizza (DMP)
Consensus earnings per share (EPS): 51.8 cents,
+26.7%
Consensus dividend per share (DPS): 37.1 cents,
+20%

Suncorp (SUN)
Consensus earnings per share (EPS): 91.4 cents,
+138%
Consensus dividend per share (DPS): 93 cents,
+69%

Wednesday 13 August

Thursday 14 August

Computershare (CPU) – reports in US$
Consensus earnings per share (EPS): 58.4 cents,
+106.4%
Consensus dividend per share (DPS): 26.6 cents,
–7.6%

Telstra (TLS)
Consensus earnings per share (EPS): 33.6 cents,
+9.4%
Consensus dividend per share (DPS): 29.4 cents,
+5%

Carsales.com (CRZ)
Consensus earnings per share (EPS): 40.4 cents,
+13.8%
Consensus dividend per share (DPS): 32.9 cents,
+16.2%

Crown Resorts (CWN)
Consensus earnings per share (EPS): 86.7 cents,
+59.7%
Consensus dividend per share (DPS): 37.8 cents,
+2.2%

CSL (CSL) – reports in US$
Consensus earnings per share (EPS): 277.6 cents,

Dexus Property Group (DXS)
Consensus earnings per share (EPS): 8.1 cents,

Commonwealth Bank (CBA)
Consensus earnings per share (EPS): 525.8 cents,
+10%
Consensus dividend per share (DPS): 398.3 cents,
+9.4%
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–25.7%
Consensus dividend per share (DPS): 6.2 cents,
+3.3%
Fairfax Media (FXJ)
Consensus earnings per share (EPS): 6.4 cents,
versus loss of 0.7 cents in FY13
Consensus dividend per share (DPS): 3.6 cents,
+80%
Platinum Asset Management (PTM)
Consensus earnings per share (EPS): 33.7 cents,
+47%
Consensus dividend per share (DPS): 31.9 cents,
+45%
Wesfarmers (WES)
Consensus earnings per share (EPS): 209.4 cents,
+6.9%
Consensus dividend per share (DPS): 204.4 cents,
+13.5%
Friday 15 August
Magellan Financial Group (MFG)
Consensus earnings per share (EPS): 49.1 cents,
+12.6%
Consensus dividend per share (DPS): 37 cents,
+362%
Sirtex Medical (SRX)
Consensus earnings per share (EPS): 45.4 cents,
+34.3%
Consensus dividend per share (DPS): 17.4 cents,
+74%
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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Shortlisted – Ardent Leisure and Oz Minerals
by Penny Pryor
It’s earning season and given the response by the
market to JB Hi-Fi’s result (see James Dunn’s
earnings preview for more), there are going to be
some interesting opportunities.
Switzer Financial Group director, Paul Rickard, is
urging caution on Ardent Leisure (AAD) after its
recent run up. Ardent pre-announced their result last
week.
Ardent has a portfolio of leisure and entertainment
venues, including the Dreamworld theme park, AMF
Ten-Pin Bowling, Main Event in the USA, Goodlife
Health Clubs and d’Albora Marinas.

Our chartist Gary Stone of Share Wealth Systems
points out that CSL has been acting exactly as he
predicted two weeks ago.
“From here, the odds are that CSL’s price will make
a new low below $66.16 and move lower or
consolidate in a wide ranging sideways movement for
some weeks or even months,” he said in his technical
analysis then.
Since then, CSL has dropped to as low as $63.94 this
morning.
CSL

“After completing an institutional placement at $2.41
to fund the purchase of eight fitness clubs in Western
Australia, the stock was one of the few to rise on
Friday, finishing the week at $2.66. Now trading on a
PE of 18.5, Ardent looks priced for near perfection.
Take profits,” Paul says.
And Peter wonders about Oz Minerals.
“Some courageous experts think Oz Minerals can be
trusted! It has hurt a lot of investors in the past but
have things changed?”
Its share price over the past 12 months shows that it
has risen, but with a fair bit of volatility.
Oz Minerals (OZL)

Source: Yahoo!7 Finance
Speaking on Switzer TV last week, chief investment
officer of Equity Trustees, George Boubouras, said
that if you believe the Aussie dollar is going to fall
then you should be looking at companies like Ansell,
Brambles, Crown Casino, Oil Search or Macquarie
Bank.
“That’s what you’re doing for a lower Aussie dollar
but at the moment that’s not happening,” he says.
It may not be happening yet, but here at SSR we
believe it will happen later in the year when the US
starts raising interest rates. Peter will let you know
exactly when in his regular Monday missive.

Source: Yahoo!7 Finance

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/S&P 200 to head to 6000 by 2016
by Gary Stone
Friday’s fall of 74 points took the ASX/S&P 200 back
to a level that it was at some nine and a half months
ago. One could argue that the Australian bourse has
marked time over this period. However no market
marks time, it is always moving and in so doing
provides invaluable information that provides clues on
where it may be headed.
The story so far
The ASX/S&P 200 weekly chart below provides
investors with a big picture view of where the
ASX/S&P 200 has been and where it may go.
The rising channel, the black lines, shows that the
ASX/S&P 200 is in an up-trend, which started in May
2012.
In October 2013, which is around the leftmost area of
the upper blue horizontal rectangle, there would have
been sufficient data to create this channel. At that
time, the ASX/S&P 200 had risen to the top of the
channel, which typically indicates that prices may
retrace either to the median line or all the way to the
bottom of the channel. Alternatively, prices could bob
along below the upper channel line.
In this case, the ASX/S&P 200 retraced to the median
line of the channel and has continued to bob along
just above the median line.
This slightly rising price action has resulted in
resistance being encountered at the 5420 to 5440
zone from October 2013 to April 2014. The ASX/S&P
200 then rose above this blue horizontal zone and
has retraced back down to it and it has now become
a short-term support zone. This is where the
ASX/S&P 200 is right now, smack in the middle of
this support zone, which now coincides with the
median line of the rising channel.

Source: Beyond Charts
ASX/S&P 200 prospects
Let’s turn to where the ASX/S&P 200 may go. From
the analysis shown on the chart, and much other
analysis, I have formed the view that the probabilities
lie in favour of the ASX/S&P 200 rising rather than
falling.
This is where the combination of Fibonacci
retracement and projection can be used. Firstly, to
back the case for a rising ASX/S&P 200, from here I
would expect support to hold around Friday’s close
or maybe slightly lower down to 5370.
From these levels I would expect the ASX/S&P 200 to
rise to the 5755 to 5805 zone, which is the next set of
red and green horizontal lines above the current level.
This zone coincides with the end of the upper black
line of the rising channel.
If the uptrend continues thereafter, the ASX/S&P 200
should march on to the 6050 level where some weak
resistance should be encountered before rising to the
6285 to 6425 zone, the next higher set of green and
red lines. This rise will not be in a straight line. How
long it takes will depend on the gradient at which the
ASX/S&P 200 continues to rise and what shape the
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rise takes.
To give us some insight, the chart below extends the
upper and median channel lines at the same gradient,
shown by the orange extended lines. This is a huge
assumption and should only be used as an indicative
estimate based on this assumption. The extended
median trend line estimates that 6285 could be
reached by August 2016, at this gradient of rising,
indicated by the vertical dotted line at the right side of
the chart.
If the upper trend line is used for the rough estimate,
the projected date could be September 2015. Of
course, the gradient could increase or decline,
changing these estimates by many months.

Source: Beyond Charts
Gary Stone is the Founder and Managing Director of
Share Wealth Systems.
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appropriateness of the information in regards to your
circumstances.
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Melbourne pushes clearance rate down
by Staff Reporter
Across the combined capital cities, the national
clearance rate fell to 65.9% this week, markedly
below the 70.1% clearance rate reported at the same
time last year. The total number of properties put up
for auction was slightly higher this week at 1,511
compared to 1,467 the previous week.
Weekly clearance rate, combined capital cities

Dr Andrew Wilson from Australian Property Monitors
said that Sydney’s northwest was the best performer
of all Sydney areas, followed by the inner west, the
south, and the upper north shore. The most
expensive property sold at auction was a
three-bedroom home in Mosman, which sold for
around $3.2 million.
Wilson said that low interest rates have maintained
Sydney and Melbourne’s strong performance over
recent weeks.
The most expensive house in Melbourne sold this
week at auction was a four-bedroom home in South
Yarra, which went under the hammer for $3.8 million.

According to RP Data, this week’s softer clearance
rate was due to a weaker performance by the
Melbourne market. The auction clearance rate for
Melbourne was 63.9%, compared to 69% last week –
the lowest result in nine weeks.
Capital city auction statistics (preliminary)

Despite these high-flying sales at the weekend, home
values are down across most of the capital cities, and
RP Data reported a combined capital city median
price of $521,731, compared to $526,927 last week.
However, the total number of houses that went to
auction this week was also lower at 6,465, compared
to 6,843 last week.
Capital city private treaty median prices

According to Australian Property Monitors (APM), this
has broken Melbourne’s show of resilience during
winter, as rates had been increasing over the past
month.
Clearance rates were not low across the board
however, and Sydney continued to outperform the
rest, with a clearance rate of 75.5%. Although this
result was below last weeks 76.7%, Sydney is
displaying the most consistent auction results
compared to the other capital cities.

Important: This content has been prepared
without taking account of the objectives, financial
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appropriateness of the information in regards to
your circumstances.
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