Issue 320, 8 September 2014

Yankee coodle candy
All eyes should be on the US for the next few months. The Aussie dollar hasn't managed to succumb
to gravity yet, but at SSR we are strong believers that it will. Today I walk you through the reasons
why and a couple of stocks that should benefit – and which are dividend darlings as well.
Also in the Switzer Super Report today, James Dunn tackles the battle royale between Woolworths
and Wesfarmers, and Paul Rickard looks at LICs versus ETFs – listed investment companies versus
exchange-traded funds, if you’re acronym adverse.
After his analysis of BHP two weeks ago, chartist Gary Stone examines Rio and whether or not it can
fight the downward spiral of iron ore and in Buy, Sell, Hold – what the brokers say, Independence
Group and Perpetual get upgrades.
Sincerely,

Peter Switzer
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Dollar driving dividend stocks
by Peter Switzer
Despite the dollar’s refusal to succumb to gravity,
even despite falling iron ore prices, if we take the
view that eventually the US will have to raise interest
rates, which will push up the greenback and push our
dollar down, then let’s try for the double play where
we are set for stocks that enjoy the currency effect
and which also pay dividends.
The Aussie outlook
Let’s start with the forecast for the little Aussie
bleeder, which really has thrown off its old, less
impressive tag.

Click here to view a larger image.
Source: Forex Crunch

Why does it remain so strong? Try these:
The ECB cut interest rates and the euro fell,
pushing our dollar up;
Capital expenditure in the second quarter was
up a strong 1.1%;
The GDP rise of 0.5% for Q2 was better than
the expected 0.4%;
Charts don’t point to a fall any time soon, with
92.7 US cents a pretty strong support level;
and
The US Fed is delaying its first rate rise until
it’s sure that the stock market and the
economy will cope with it.
A lot of forex forecasters are now becoming bearish
on the Aussie dollar but I think the Fed still holds the
key to the timing of the bear-dive.
The technical support for the dollar
The Australian dollar/US dollar graph below shows
the support and resistance lines on it. As you can
see, gravity is having trouble bringing the dollar down.

But it should come down. This is what
currencies.co.uk had to say recently: “Given that the
RBA (Reserve Bank Australia) has already indicated
it does not want the AUD too strong, we could see the
AUD weaken again in the future.”
The Yanks could help
Recently, the Fed President in Philadelphia, Charles
Plosser, argued that the US central bank has to be
careful leaving rates too low for too long.
“We must acknowledge and thus prepare the
markets for the fact that interest rates may begin to
increase sooner than previously anticipated,” he told
a meeting of bankers. “I am not suggesting that rates
should necessarily be increased now…but our first
task is to change the language in a way that allows
for lift-off sooner than many now anticipate and
sooner than suggested by our current guidance.”
A few months ago we thought it would be the third
quarter of 2015 and then mid-year was favoured, and
still is, but some think March is possible. Ultimately
US economic data will determine it and disappointing
job numbers, such as those in August where only
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142,000 jobs showed up in the US, compared to the
225,000 that were expected.

Meanwhile, you could do worse than Macquarie and
Navitas.

So if we accept that the dollar will do a Coles prices,
eventually and “go down, down”, what stocks that
pay OK dividends would be beneficiaries?

Many of these will do well when the dollar falls but the
current yields are generally only cream on the cake. I
think the STW play is a pretty good idea with a 4.2%
yield plus 49% franked dividends, which adds to the
appeal, given I think the market has at least two good
years to run and no one I respect is arguing with me
over my call.

Here’s my list with commentary:
Macquarie Group — dividend yield is around
4.47% but it is only 40% franked. The lower
dollar will raise the $A value of its overseas
earnings so there is capital gain potential.
Navitas — yield is now 3.59% and the share
price has fallen from $7.88 to $5.43 but my
news says the loss of the Macquarie Uni
business will be more than made up from
other contracts. It’s fully franked.
Amcor — the people who watch this company
say it’s a good’un and with current yield at
3.83% and earning a lot of its income in the
US, a lower dollar would be a bonus. Only
problem is that its share price is $11.22 and
the 52-week high is $11.55. Still a lower dollar
should help this go higher. Another problem is
that it’s an un-franked stock, so what you see
— yield-wise — is what you get.
Fortescue — for the courageous who believe
China and the iron ore price will come good.
(Macquarie thinks this!) Its yield is 5.1% — a
low share price will do that. Share price is now
$3.92 while its high over the past year was
$6.22, so if the news gets better, there is
upside but it’s a gamble.
For the mad, bad and dangerous, QBE is a
lower dollar beneficiary but are you prepared
to punt on the management and the
landmines that have been planted in those
more exotic plays in places such as South
America? Its yield is only 2.28%, so you are
playing this once dividend stock, for capital
gain.
Here’s one I like and it’s a bit outside the
square but it’s STW, which is the SPDR
S&P/ASX 200 Fund. This is an ETF. If you
agree with me that a lower dollar will drive the
index up, then this has to be a winner. And
with franking credits, this is a 5% plus yield
and you get the capital gain, which I reckon
will easily be 10% over a year.

We await the Fed and Janet Yellen’s first big hint
that US rates are set to go higher.
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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LICs or ETFs – what you need to know
by Paul Rickard
My first (and only) marketing lecturer at Uni said
never advertise with an acronym, unless it was funny
or another “interesting” meaning could be imagined.
Perhaps this explains why LICs (Listed Investment
Companies) and ETFs (Exchange Traded Funds)
have been so slow in Australia to take off. However,
judging by the number of questions subscribers are
asking, there does seem to be genuine growing
interest in these investment options.
I use the word “options” deliberately because they
are valid alternatives to investing directly through
individual stocks. Some investors don’t have the time
or inclination to select and then manage a portfolio of
stocks, and can instead obtain broad market
exposure cost effectively by investing in a LIC or ETF.
So the question is – which is better, a LIC or an ETF?
Before turning to this, let me note that we are only
going to consider market cap or broad based
ETFs/LICs. While there is a plethora of small
company/sector/high alpha LICs and some small
company/sector ETFs, comparing these is often
difficult and they are not necessarily investment
alternates.

franked dividends and have an ability to grow these
dividends. An investment précis is set out below.
As the table demonstrates, each of the funds has
performed credibly, marginally outperforming the
S&P/ASX 200 over most time periods. While each
fund uses a different benchmark, comparison to the
same index over identical periods (in this case, the
year ending 30 June) allows us to make an informed
judgement.
An advantage of LICs compared to ETFs is that they
usually offer share purchase plans, which allows
shareholders to subscribe for new shares at a
marginal discount to their underlying value or NTA
(Net Tangible Asset value).
A major disadvantage is that as close-ended funds,
where new investors become investors by buying
shares from other investors on the ASX, the LIC can
at times trade at a significant premium or discount to
its NTA. We discuss this in more detail later.
Major Broad Market LICS

The major broad market LICs
There are three major broad market LICs – AFIC or
Australian Foundation Investment Company, Argo
Investments and Milton Corporation. They are big,
professionally managed and very credible investment
companies. Milton Corporation, for example, was
listed on the ASX in 1958 and has paid a dividend to
its shareholders every year since.
LICs are actively managed. That said, these broad
market LICs essentially invest in the major blue chip
companies, placing considerable emphasis on
companies that have reliable earnings, pay fully

Click here to view a larger image.
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Returns to 30/6/2014. Source: Respective Managers.
The major market cap ETFs
ETFs are designed to track an index. Due to their low
management fees, they should provide a return that
closely matches the return of the index. Nothing
more, nothing less.
Performances of the major market cap ETFs are set
out below. Again, while each ETF tracks a different
index, we have compared their performance to the
S&P/ASX 200, and used identical periods ending on
30 June 2014.
The major advantages of an ETF over a LIC are
improved transparency and market pricing. ETFs
update their NTA every working day, sometimes
intraday, and due to their fungibility (an investment
term for interchangeability) and appointment of
market makers, you will buy or sell an ETF within
0.10%/0.20% of the NTA of the fund. The premium or
discount should always be small.

concentrated nature of the domestic share market
and the relatively conservative investment style
adopted by the LICs.
So, the answer to the question – LIC or ETF? –
comes down to the premium or discount that the LIC
is trading at.
The graph below shows how AFIC’s share price has
compared to the underlying NTA. At times, it has
traded at a discount of up to 10% (typically in bear
markets), and at other times, a premium as high as
12% (typically in bull markets). Recently, most of the
LICs have been trading at small premiums.
AFIC’s Share Price to its NTA – Relative
Premium/Discount

Unlike LICs, they don’t offer share purchase plans,
although some ETFs pay distributions quarterly. The
major ETFs are listed below.

Source: AFIC
Using an assumption that the LIC will outperform the
ETF by around 0.40% per annum (or say 2% flat over
a five-year period), then the question can be
answered as follows:
Click here to view a larger image.
Returns to 30/6/2014. Source: Respective Managers
LIC or ETF?
The tables demonstrate that despite their different
investment styles, objectives and benchmarks, the
broad market LICs can be expected to deliver an
index style return plus a fraction, and the ETFs an
index return less a fraction. While this is not a
“given”, the outcome is not that surprising, given the

If the LC is trading at a discount or a small premium
(say < 2 or 3%), then invest in the LIC%; otherwise,
invest in the ETF.
While there is arguably a little more variability in the
return from the LIC than the ETF (because the former
it is actively managed), the flipside is that its return
may indeed be better than 0.40% per annum over the
index. Also, if your time horizon is longer than five
years, then you could potentially afford to pay a
higher premium.
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Calculating the premium or discount
LICs are required to publish their NTA each month
(ASX announcement, plus on their website), which
are generally available by the fifth working day of the
following month.
At other times, you can quite accurately estimate the
NTAs for the broad market LICs. Take the last
published NTA, and adjust it up or down by the
percentage movement in the S&P/ASX 200 since the
calculation date (i.e. end of month). To calculate the
premium or discount, compare the estimated NTA
with the current market price on the ASX.
Which LIC or ETF?
My ranking of the ETFs (based on management fees
and index tracked) is:
1. VAS (Vanguard)
2. STW (SPDR)
3. IOZ (iShares)
With the LICs, AFIC has the best performance track
record. However, it is also now permitted to borrow
money and while the internal gearing is still relatively
low, it has yet to demonstrate how it will perform in a
bear market. Accordingly, my ranking is:
1. MLT (Milton)
2. ARG (Argo)
3. AFI (AFIC)
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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The battle of the retail giants – WOW v WES
by James Dunn
It is a battle royale in the supermarket aisles, and so it
is on the stock market, where the retail giants slug it
out for superiority.
Wesfarmers, led by its super-brands Coles and
Bunnings, generates 85% of its earnings from retail –
and 90% from consumer-focused business. The
company also operates Kmart, Target and
Officeworks. Wesfarmers is described as a
“diversified conglomerate” – it also has operations in
coal mining, agricultural, industrial, medical and
industrial gases, and insurance – but effectively it has
been a retailer since it bought the Coles Group in
2007.
Wesfarmers Limited (WES)

Source: Yahoo!7 Finance, September 8, 2014
Woolworths, of course, is all retail, based on the
eponymous supermarkets business – which is larger
than the Coles business – as well as BIG W discount
department stores, liquor through BWS and Dan
Murphy’s and Masters home hardware stores, which
it operates in joint venture with US hardware giant
Lowe’s. It also has the hotels business, with its
accompanying pokies operation.

Woolworths Limited (WOW)

Source: Yahoo!7 Finance, 8 September 2014
Both businesses tap into the non-discretionary
spending of consumers, and are thus considered a
reliable, defensive stream of earnings. While this is
true at the company level, it does not mean that all of
the companies’ respective portfolios perform the
same: for example, Target delivered a poor result for
Wesfarmers in FY14, with earnings down almost
37%, to $86 million.
Woolworths would wish it had a problem child that
earned it $86 million: its major headache is the
Masters home hardware operation, which lost $176
million in FY14. Woolworths does not expect Masters
to turn a profit before 2017.
The results
Excluding asset sales, Wesfarmers lifted profit by
6.1% in FY14 to $2.39 billion. Coles’ pre-tax
earnings were $1.67 billion, up 9.1%, while revenue
for Australia’s second-largest supermarket rose 4.5%
to $37.4 billion. Officeworks’ earnings were up 10.8%
to $103 million; Bunnings’ earnings rose 8.3% to
$979 million, while Kmart’s profit was up 6.4% to
$366 million.
For its part, Woolworths lifted group sales by 4.7% to
$60.8 billion, and net profit by 8.5% to $2.45 billion. A
7.2% rise in normalised earnings from its food, liquor
and petrol operations drove the result: liquor sales
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rose 4.6% to $7.4 billion, while hotels delivered a
further $1.47 billion, up 2.2%. General Merchandise
(Big W) disappointed, with earnings falling by 20% in
FY14.
Wesfarmers has shaded Woolworths as an
investment in recent years. According to the Stock
Doctor database, Wesfarmers has generated a total
return (capital gain plus dividends) of 15.8% in the
past 12 months. Over the last three years, it has
delivered 20% a year; over five years, 17.7% a year.
For Woolworths, the 12-month return is 6.8%; the
three-year return is 17.9% a year; and the five-year
return is 9.3% a year.
When it comes to the FY14 result, brokers were
mostly under-whelmed by Woolworths. Merrill Lynch
was disappointed with supermarkets outside
Australia; while Macquarie felt that Food & Liquor
earnings and volumes were both weaker than it
expected, and fell short of Coles’ equivalent metrics.
JP Morgan analysts were also concerned about the
slowdown in Food & Liquor LFL sales growth and
about the risk that strong EBIT (earnings before
interest and tax) margin expansion may not be
sustainable.
Problem child
Then there was Masters. Broker Citi said losses for
home improvement were larger than expected and
that break-even was now further away. Citi said
investors should recognise the $2.6 billion in capital
that was “at risk” in the business. However,
Deutsche Bank was pleased with Woollies’ result,
and suggested that the “robust” earnings growth
expectations for Masters were to some extent
underpinned.
Looking at Wesfarmers, broker UBS felt growth was
slowing for Coles, but it welcomed the decision to buy
Pacific Brands’ workwear division (mostly made up
of Yakka) for $180 million. UBS thought this business
provided a good opportunity for Wesfarmers, if it can
turn the business around. For Macquarie,
Wesfarmers’ result was a positive surprise, with all
retail businesses reporting results ahead of
expectations and the resources businesses delivering
a bonus.

But growth expectations from Wesfarmers’ business
were mostly weak, and the most enthusiastic that any
broker could bring itself to be on the stock in the wake
of the FY14 result is neutral – with several
‘underperforms’ and two outright ‘sell’ ratings.
Not such a problem after all
Woolworths, in contrast, has a couple of brokers
prepared to say ‘buy’ – Deutsche Bank and UBS –
although Citi rates the stock a ‘sell,’ and the rest
have ‘under-perform,’ ‘neutral’ or ‘underweight’
ratings.
The consensus of analysts expects Woolworths to
earn 205.3 cents a share this financial year, up from
196.4 cents in FY14, and pay a dividend of 144.8
cents a share, up from 137 cents in FY14.
For FY16, the earnings per share (EPS) figure rises
to 212.9 cents, while the expected dividend per share
(DPS) is 150.1 cents a share.
For Wesfarmers, analysts are looking for EPS of
215.5 cents a share and DPS of 221.5 cents a share
for FY15, compared to 209.8 cents and 190 cents
respectively for FY14. In FY16, EPS of 235 cents is
expected, with a DPS of 229.6 cents a share.
Those expectations have Woolworths, at a share
price of $36.31, trading on a FY15 price/earnings
(P/E) ratio of 17.7 times earnings, and forecast
dividend yield of 4%. For FY16 the prospective P/E is
17.1 times earnings and the projected yield is 4.1%.
Wesfarmers, at a share price of $43.98, is priced on a
FY15 P/E ratio of 20.4 times, and 5% expected
dividend yield. For FY16, the prospective P/E is 18.7
times and the yield is 5.2%.
WOW or WES?
Wesfarmers is more expensive, but the expected
nominal yield – if everything goes as brokers see it –
is more than one percentage point better.
Finally, on analysts’ consensus price targets,
Woolworths is seen at the moment as being 3.2%
above the price target already, while Wesfarmers is
also over-valued, to the tune of 4.9%.
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It could come down to the battle of the margins,
where Coles and Bunnings are increasing their
operating margins by lifting sales volumes while they
lower product prices, while Woolworths operates on
almost world-leading margins, at about 8%.
However, Wesfarmers offers a yield premium, and
given Woolworths’ problems with Masters at present,
in my opinion, that’s enough to sway a tight
comparison Wesfarmers’ way – especially when you
throw in the prospect of a $1.1 billion capital return,
which the Big West Australian has flagged.
(You can see Charlie Aitken’s contrarian view on
Woolworths here).

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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Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
The first week after the official reporting season in
Australia seems to provide more positive news than
negative. Looking closer into the details doesn’t
reveal a clear underlying theme.
The group of companies enjoying a lift in forecasts for
the week includes Peet, Perpetual, Nine
Entertainment and Austbrokers, on top of several
mining companies such as Kingsgate and
Independence Group.
All in all, it appears changes in broker views and
expectations remain supportive for the Australian
share market.
In the good books
APA (APA) was upgraded to Buy from Neutral by
BA-Merrill Lynch. Despite the share price increase
since March, the broker considers the stock well
placed to be the top performer in its category. Cash
flow coverage of distributions leaves plenty of
headroom for growth.

from Hold by Deutsche Bank. FY14 results were
pre-released. Deutsche Bank expects $113 million in
free cash flow in FY15 after a $40 million exploration
program focusing on Tropicana, Flying Spur and
extensions at Long Nickel. With the recent share
price decline, the broker upgrades.
Panoramic Resources (PAN) was upgraded to
Buy from Neutral by UBS. Panoramic’s loss was in
line with the broker’s expectations. An improvement
in year-on-year earnings led to a 2c per share
dividend. The company has reiterated FY15
production guidance. UBS upgrades based on
valuation and a pull back in the share price. The
significant production profile means Panoramic has
strong leverage to any nickel price movements.
Perpetual (PPT) was upgraded to Buy from Hold
by Deutsche Bank. FY14 underlying profit fell short
of the broker’s expectations, but operationally,
Deutsche Bank believes Perpetual is in good shape.
Revenue opportunities look brighter and net flows are
improving steadily. Earnings forecasts are reduced
6-7% for FY15-16, largely because of the global
equities initiative.
SAI Global (SAI) was upgraded to Hold from
Reduce by CIMB Securities. SAI’s result was
roughly in line with the broker. The focus is a potential
bid for the business, which boosted the share price.
The broker had ascribed a 20% downside risk
expectation were a bid not to materialise, but now
that the share price has pulled back, it becomes a
10% each way bet. Target rises to $4.90 from $4.89
and given the stock price correction, the broker
upgrades to Hold.
In the not-so-good books

Independence Group (IGO) was upgraded to Buy

Altona Mining (AOH) was downgraded to Neutral
from Outperform by Macquarie. Altona’s solid
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result was in line with the broker. Shareholders have
approved the sale of Outokumpu and 15c will be
returned. AOH is now looking to find a partner or sell
its remaining asset, the Roseby copper project in
Queensland, for which a positive definitive feasibility
study has been conducted. The share price ran up
ahead of the Outokumpu sale so in the meantime the
broker has pulled back to Neutral.

Earnings Forecast

Carnarvon Petroleum (CVN) was downgraded to
Neutral from Outperform by Macquarie. A lower
exploration expense meant Carnarvon’s loss was not
as much as the broker forecast. CVN took a loss on
the sale of its Thai assets but boosted its cash
balance by $50 million. The share price ran up after
Phoenix South provided promising drilling results, but
it will take some time to confirm the resource, the
broker notes. Target unchanged at 30c but a
downgrade to Neutral follows for now.
Orica (ORI) was downgraded to Sell from Neutral
by UBS. UBS is incorporating increasing headwinds
for the Australasian explosives business into
forecasts. This results in an earnings per share cut of
4-5% in FY14-16. On current multiples UBS believes
the stock looks expensive, relative to its cyclical
industrial peers.

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.
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 – 6000 target and Harvey Norman
by Penny Pryor
It’s always good to keep on top of the day-to-day
movements in the market but you should never forget
the big themes as well.

better than I do but I’m looking forward to a better
result this year and the year after,” he said.

The big picture

“We’ve repositioned our business and I think now
were back on the comeback trail.”

Over the next three months, there are a number of
factors that savvy investors should keep a track of,
according to SSR expert Paul Rickard.

But he was also quite candid about his recent
acquisition experiences. Mostly he’s been successful
but Clive Peters was another story.

First he suggests we keep an eye out for the
Medibank private listing. This is due later this year
and the offer documents could be out as early as next
month. Paul wrote about why he’ll be putting some
funds aside for this IPO back in March.

“Looking back on it, I probably should have been
certified for doing that…the way it turned out, it was
just a bad decision,” he said.

The ASX S&P/200 is also edging upwards, towards
our target of 6000 but don’t forget that September
and October are typically known for being bad market
months. It doesn’t always turn out that way but they
still carry that stigma.
And finally, with the US economy showing all signs of
picking up, we expect a rise in the US dollar, and a
fall in our local currency, to be not that far off. This
means you should be positioning your portfolio for
companies that should do well from a lower Aussie.
We started positioning our SSR growth portfolio for
this some months ago, and while it is yet to play out,
we believe it will soon and Peter Switzer names some
specific stocks in his article today.
Harvey Norman
Harvey Norman (HVN) chief Gerry Harvey, who has
been accused of being a luddite by more than one
media commentator, joined Peter Switzer on the
Switzer TV show last week to talk about the
company’s 48.9% jump in net profits after tax.

And he also told Joe Hockey that being Treasurer
didn’t appear to be too good for him.
“[I said] you used to be such a lovely fat, happy bloke
and now you’re mean and lean and you’ve got this
worried look on your face.”
But for investors, he justified Harvey Norman’s
failure to return franking credits by explaining how he
felt unconformable borrowing the money necessary to
pay them out.
“I’ve got to feel comfortable about that,” he said.
“It’s that level of comfort that I don’t want to be
attacked. I don’t want to be lying in bed at night
wondering if I can pay the interest bill.”
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.

“I don’t think it was that great. The market thinks it’s
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RIO trying to swim against the iron ore tide
by Gary Stone
At $26.7 billion, Rio Tinto (RIO) clocks in at
Australia’s eleventh largest listed company. RIO is
also listed on the LSE and NYSE, with its mining
assets spread across the globe. RIO’s share price
suffered enormously during the 2008 bear market,
falling from an adjusted high of just under $125 (pre a
share split it nearly reached $160) to a low of $23.59
and has recovered around 38% of that fall.
RIO chart
The 10-year weekly chart below shows the formation
of a long-term symmetrical triangle, where RIO’s
share price has experienced lower highs and higher
lows, depicted by the black trend lines. Typically,
lower highs are bearish and higher lows are bullish.
Which will win out? The bearish lower highs, or the
bullish higher lows? Technically, when a symmetrical
triangle forms, a breakout occurs when the triangle
starts nearing its apex. That time is nearing and may
occur any time from now to about two or so months
from now.

Broadening our analysis to further clarify the situation,
there are two major support and resistance zones
that have formed over the last eight years, the two
blue horizontal rectangles in the chart above. When
the breakout does occur, it is likely that either of these
two zones will support, from below, or resist, from
above, the next share price move. The next long-term
directional move may only really be known when a
clear breakout has occurred out of either of these two
zones.
How does the iron ore price affect RIO’s share
price?
The weekly chart below is based from February 2009.
The blue line is RIO’s share price movement and the
bar chart that of the iron ore price.

The question is: in which direction will the breakout
occur? A symmetrical triangle is typically a
continuation pattern. With long-term symmetrical
triangles, the prior direction is not always clear, as is
the case with RIO. Cases could be put forward for
both but I would lean towards it being down.
Source: Beyond Charts
I’m sure that the close correlation between the two in
shape and direction needs no pointing out. There is a
discrepancy that exists between RIO and iron ore
right now. The odds are that the RIO share price will
follow the iron ore price, which would cause RIO’s
share price to breakout on the downside. In the first
chart above, this would mean a break below both the
lower trend line of the symmetrical triangle and the
Source: Beyond Charts
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lower blue horizontal support zone. Will RIO be able
to swim against the iron ore tide or will its share price
be locked into the ebb and flow of the iron ore price?
Whilst the probabilities are for a fall in the RIO share
price, any other variable could pop to the fore and
have a bigger effect than those discussed above.
Therefore, while RIO resolves its price oscillation, it
would be prudent to wait for the next directional move
to take place before deciding what action to take.
Gary Stone is the Founder and Managing Director of
Share Wealth Systems.
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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Spring shines on property market
by Staff Reporter
Spring looks set to deliver a strong property market,
after the auction clearance rate across the capital
cities ended higher at 74.4%, after last week’s
72.9%.
Weekly clearance rate, combined capital cities

RP Data also recorded the home value changes
across the combined capital cities of Sydney,
Melbourne, Brisbane, Adelaide and Perth, and prices
came in lower than last week by 0.3%. However, the
year to date price change across the combined five
capitals remains 5.9% higher.
Capital city home value changes

Sydney was the best performer at the weekend, with
a clearance rate of 82.4%, compared to 79.9% last
week. RP Data housing market specialist, Robert
Larocca, says these results are an indication of the
high levels of competition and confidence from
buyers. He also anticipated that the market would be
positively impacted by the RBA’s decision to keep
interest rates at low levels for the thirteenth
consecutive month.
Higher confidence levels from both buyers and sellers
are also being observed in Melbourne’s auction
arena, and Larocca feels this Spring season is
shaping up to be better than last year, with more
homes being listed and sold. This week, Melbourne’s
clearance rate was 75.1%, compared to 73.5% last
week.
Capital city auction statistics (preliminary)

Dr Andrew Wilson from the Domain Group said the
best auction results in Sydney at the weekend were in
the inner west, with the most number of sales and the
highest clearance rate of all suburban regions, at
89.7%.
The North West, lower north, and Canterbury
Bankstown closely followed, and all had clearance
rates over 84%. The most expensive property sold at
the weekend was a four-bedroom home in Burwood,
which sold for $4.46 million, while the most affordable
property was sold in Tregear for $370,000.
Wilson said the driving force behind Melbourne’s
solid recent performance has been the eastern
suburbs. At the weekend, Melbourne’s inner east
reported the most number of sales and the highest
clearance rate, at 89.2%.
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Closely following the inner east was the outer east, at
85.2%, and the inner city, at 79.3%. The most
expensive property sold on the weekend was a
seven-bedroom home in Lysterfield, for $3.40 million,
while the most affordable property was a
three-bedroom home in Melton South, which sold for
$140,000.
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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