Issue 334, 27 October 2014

Take a breather
As we near the end of the traditionally rocky October, it's a good time to take a look ahead and
consider some basic long-term investing tenets. Today I make a list of everything you need to know,
without dwelling too much on the negatives - because that's something you know I hate to do!
Also in the Switzer Super Report today, James Dunn picks out four fun stocks to get serious about,
including Super Retail Group. Retail stocks have had a bit of a hiding but consumer sentiment looks
like it's picking up, and Charlie Aitken believes that means it's a good time to go bargain hunting.
Small cap fund manager extraordinaire Ben Griffiths, of Eley Griffiths Group, gets very bullish about
one of his favourite new age stocks, Sundance Energy, in Fundie's Favourite and in Buy, Sell, Hold what the brokers say, Boart Longyear, Drillsearch and Newcrest get upgraded.
Sincerely,

Peter Switzer
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10 tenets you have to know to invest ahead
by Peter Switzer
Key points
Volatility is the new norm and down days are
buying days.
Don’t try and pick the bottom.
November to April is typically the best time of
the year for stocks.

As October gives way to November, there are 10
tenets I hold to be true that will influence how I plan to
invest for the rest of this year and rolling into 2015. I
suggest you consider them too and use them to drive
your strategy.
First, I expect volatility will become typical of what we
see from stock markets for the year ahead as the key
investors that determine stock price direction deal
with the big issue of when the Yanks start raising
interest rates. When the Fed alludes to it or when the
market knows that the Fed will soon have to act, then
market rates will respond and stock prices will fall.
Other big moments such as the end of QE3, which
might end as soon as Wednesday, could also take
stocks down. Throw in Ebola spreading in the US and
other Western economies, Russia and Ukraine
hostilities and worsening economic news out of
Europe and/or China, it all should add to volatility.
Second, each of these down days for stocks will be
buying opportunities but, as in all these episodes, you
have to be determined to buy when you see value.
For me, Woolworths getting into the $33-range and
ANZ in the $31-range was a signal or a call to action.
Third, it doesn’t matter if you get in too soon as
trying to pick the bottom of a sell-off or correction is
too hard. In my case, when the dividend stock I’m

chasing gives me the yield I think is attractive, I move.
I might be annoyed short-term as I see the share
price go lower but, in six months time, I’ll be on good
terms with myself.
Fourth, October is famous for not only being volatile
and even crash-inclined, it’s also historically well
known for creating the bottom from which stock prices
head north.
Fifth, November to April is the best half of the year to
make money out of stocks, with December and
January really good for stock prices. I expect a Santa
Claus rally and Yale Hirsch, who first coined the term,
argues that since 1950 the last five days before New
Year and the two days after it have added 1.5% on
average.
“Not a big gain, but a nice little positive,” Hirsch has
said. “There’s this general buying bias by the pros at
the end of the year after [US] tax-loss selling.”
Sixth, despite some experts disputing the leading
power of Wall Street for our market, I can’t see our
stock market heading up without positivity coming out
of our daily reads of the Dow and the S&P 500 index.
Right now, every smarty who comes on my TV show,
or whom you read about in quality publications, is
advising Aussie investors to increase their exposure
to foreign stocks and the US is nearly always the
preferred option. With this in mind, it’s timely to
remind you that the third year of a US presidency is
historically very rewarding for stocks and is even
more profitable for investors than the fourth or
election year.
Seventh, the big causes of a bear market for the US
– a coming recession, Fed tightening or raising
interest rates too fast, excessively euphoric investors,
no sell-offs to take the market to fair value – aren’t
there, so it keeps me positive for stocks.
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Eighth, the Fed — Ben Bernanke and Janet Yellen in
particular — have gambled heavily on QE-strategies to
build confidence in the US so authorities won’t let
their actions hurt the stock market too much, lest it
unwinds all the progress they’ve made. Want proof?
Try this from Reuters recently: “The Thomson
Reuters/University of Michigan preliminary October
reading on the overall index on consumer sentiment
came in at 86.4, the highest since July 2007. The
gains were unexpected, as a Reuters survey showed
a forecast for a slip to 84.1 from last month’s 84.6
reading.”

circumstances.

Undoubtedly, helping US consumers is the falling
price of oil and gasoline, which will be another big
plus for households and businesses, apart from those
in oil!
Ninth, the combined effect of the current US
reporting season and a steadily improving economy
will help Wall Street keep it positive well into the New
Year, despite some market-slipping, yet buying
opportunities, I’m expecting along the way. They call
it volatility!
Tenth, my concerns are Europe’s economic growth,
the related Russia-Ukraine war, the apparent
ineffectual impact or lack thereof of the European
Central Bank to be able to stimulate the Eurozone
and finally China. Right now there is no reason to be
totally negative on any of these important contributors
to overall global economic growth and stock market
advancement. And in fact, there’s some good to OK
news on a number of these fronts. If they end up
being negatives that turn into positives, then stocks
could soar!
Sure I could dwell on some negatives and blow them
out of proportion – but you can get that most
anywhere in the media, so why should I replicate that
typical behaviour?
I’m not doing these 10 good tenets for newsreaders
— I’m doing this for investors.
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
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Four fun stocks to get serious about
by James Dunn
Key points
Leisure-related companies are a good way to
invest in improving consumer sentiment.
Two cinema operators, Village Roadshow and
Amalgamated Holdings, which also have
tourism businesses, are worth watching.
Ardent Leisure and Super Retail Group also
offer exposure to the leisure spend.

Investors looking to tap into the recovery in consumer
spending – retail trade figures have moved to a
12-year high – usually look first to the retail stocks.
But that’s not the only way to pick up on a more
positive outlook from Australian households.
One of the categories leading the charge in consumer
spending is leisure spending. According to
Commonwealth Bank Research, its Business Sales
Indicator (BSI), a measure of economy-wide
spending, grew for the 38th straight month in
September. But the sector with the strongest annual
growth in September was amusement and
entertainment.
A small group of stocks in Australia pick up on leisure
spending. Here we talk about four of them.
Ardent Leisure (AAD)
The largest leisure business on the Australian stock
market, Ardent Leisure Group (AAD) gives
exposure to both leisure and tourism: it owns a
diverse portfolio of leisure assets across Australia,
New Zealand and the USA, spread across theme
parks, tenpin bowling centres, fitness and health
clubs, marinas and family entertainment centres.

Source: Yahoo!7
Capitalised at just under $1.5 billion, Ardent operates
the Dreamworld and WhiteWater World theme parks
in Queensland; the SkyPoint Climb observation deck
(on levels 77–78 of the Q1 Tower in Surfers
Paradise); 50 tenpin bowling centres (under the AMF
and Kingpin brands); 65 health clubs/fitness centres
under the Goodlife Health Clubs brand; seven
marinas in New South Wales (under the d’Albora
Marinas) brand, which can accommodate more than
1,400 vessels; and the Main Event family
entertainment centres in the USA.
Ardent has been a stand-out performer on the stock
market in recent years, showing a five-year total
return (capital growth plus dividends) of 28.7% a
year, rising to 59% a year over three years, and a
stellar 80% over the last 12 months. In the last 12
months, the stock has moved from just under $2 to
$3.39, where it is trading at a consensus forecast
FY15 yield of 4.4% (but only 8% franked), and a fairly
steep prospective price/earnings (P/E) ratio of 24
times earnings. Not surprisingly, Ardent has pushed
into over-valued territory, with the analysts’
consensus price target on the stock sitting below the
current share price at $3.20.
Village Roadshow (VRL)
The $1.1 billion market-value Village Roadshow
(VRL) is the second-largest leisure stock, with its
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businesses in theme parks, cinemas and film
production and distribution. Village owns the Warner
Bros., Movie World and Sea World theme parks on
the Gold Coast, and the new Wet’n’Wild Sydney.
Also on the Gold Coast are Village’s Paradise
Country Australian farm tour and the outdoor
Australian Outback Spectacular stockman-themed
equine show.

is diversified across the entertainment, hospitality and
leisure industries. It operates the Greater Union, Birch
Carroll & Coyle and Event Cinema brands in
Australia, Event Cinemas in New Zealand and Fiji,
Rialto Cinemas in New Zealand and Cinestar
Cinemas in Germany. Amalgamated also has
businesses in post-production and technical film
processing.

Source: Yahoo!7

Source: Yahoo!7

VRL also owns cinema businesses in Australia,
Singapore and the US and a movie production firm in
Los Angeles.

Away from the movie business, the leisure operations
include the Rydges Hotels and Resorts chain, the QT
Hotels and Resorts chain, the Atura Hotels and Art
Series Hotels, and the Thredbo ski resort in New
South Wales. There is also a growing property arm.

For the year ended 30 June 2014, Village lifted
revenue by 3%, to $965.8 million, while its net profit
of $56.5 million was marginally down on the $57.2
million in FY13. The biggest profit contributor, cinema
exhibition, lifted its operating profit contribution by
8.4%, and the theme parks business boosted its
output by 7.8%, but the film production/distribution
business saw an 8% downturn.
Village Roadshow is expanding its theme park
business into China, where it expects to open its first
water park in 2015/16, and is also looking at
opportunities in Korea and Malaysia. The company
says its Asian theme park expansion is “potentially
transformational.”
At $6.98 a share, Village trades on a prospective fully
franked dividend yield of 4.7% for FY15, and a P/E
ratio of 17.5 times earnings. And analysts also think
Village is significantly under-valued: the consensus
price target on FN Arena is $8.15, putting it on a
notional discount of 16.8%.

For the year ended 30 June 2014, Amalgamated
lifted revenue by 5.6%, to $1.1 billion, while net profit
was down by 8.4%, to $78.6 million. The result was
hit by a 43% slump in cinema earnings in Germany,
and a 45% fall in the contribution from Thredbo ski
resort, which had a poor 2013 season (it substantially
redressed that with an excellent season in 2014,
which will show up in the FY15 result.)
Amalgamated has performed reasonably well on the
stock market, with a five-year total return of 18.6% a
year, a three-year number of 27.3% a year, and
21.1% over the last 12 months. But low liquidity
hampers the stock.

Amalgamated Holdings (AHD)

On FY15 forecast numbers, Amalgamated is priced,
at $9.70 a share, on a fully franked prospective yield
of 4.8%, and a prospective P/E of 16.6 times
earnings. On top of that, analysts see room to move
on the share price: the consensus price target, at
$11.20, implies achievable capital gain of 13.4% if
borne out.

Village’s cinema rival Amalgamated Holdings (AHD)

Super Retail Group (SUL)
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Another stock that picks up on leisure spending is
retailer Super Retail Group (SUL), which has a
portfolio of eight retail brands, in three divisions,
namely Auto, Leisure and Sports.

needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.

Source: Super Retail Group
The Auto brands are Supercheap Auto and
AutoTrade Direct; in Sports, the brands are Rebel
Sport and Amart Sports. But it is the Leisure portfolio
that interests us: here, Super Retail operates the
Boating Camping Fishing (BCF) chain, which offers a
full range of products related to those activities; the
Ray’s Outdoors chain of outdoor entertainment and
camping equipment stores; the Workout World fitness
equipment chain; and Fishing Camping Outdoors
(FCO), the group’s New Zealand outdoor and leisure
retail brand.
For the year ended 30 June 2014, Super Retail lifted
sales by 4.6% to $2.1 billion, but the like-for-like sales
growth (stripping out new store openings) was less
than 2%. Net profit was up 5.6%, to $108.4 million.
Super Retail has been hit by the mining downturn,
because it has been making a lot of its sales to
cashed-up miners: the company identified falling
demand from stores in areas hit by the downturn in
mining activity as a major detractor from leisure sales
in FY14.
But it now looks to be attractive value. On analysts’
consensus forecasts, the stock, at $7.39 – down from
$13.48 a year ago – is trading on a forecast P/E of
10.1 times earnings, and a fully franked dividend yield
of 6.6%. On the FN Arena analysts’ consensus price
target of $9.42, Super Retail is under-valued to the
tune of 27.5%.
Important: This content has been prepared without
taking account of the objectives, financial situation or
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The next big thing in energy - Sundance Energy
Australia
by Ben Griffiths
Key points
Sundance is a shale/oil gas producer in North
America.
The management team has assembled a
suite of premium assets.
It has a sensible approach to funding its
development.

How long have you held Sundance Energy
Australia?
We have owned the stock for three years, buying the
stock opportunely when sell offs occurred and taking
profits on over-shoots.
What do you like about it?

Sundance Energy (SEA) is one of the ‘new
generation’ of unconventional (shale trapped
hydrocarbons) oil, liquid and gas producers in North
America. It is one of a few that are listed on the ASX.
Through diligent portfolio management, managing
director and chief executive officer, Eric McCrady,
and his technical team, have assembled a package of
premium production acreage in the Anadarko and
South Texas/Gulf Coast Basins.
Investors might better know the assets as the
Mississippi/Woodford and Eagle Ford play types,
respectively.
The key to success in North American shale oil/gas
projects centres around the right basin/rocks, a
sizeable well inventory, access to infrastructure, a
predominant oil/liquids product stream and

compelling well economics. Sundance Energy
achieves each of these and is armed with significant
cash on hand and undrawn debt facilities to enable
FY14/15 development capex to be met. The revenue
model is solid, with 2014 exit rate production tipped to
hit 9000 boepd (barrels of oil equivalent per day) and
oil hedging to offset some of the recent crude
weakness. We are satisfied that cash flows are
remarkably resilient through a variety of spot price
scenarios.
Merger and acquisition activity continues apace in
this rapidly growing US industry. Exxon Mobil made
their first purchase in US shale oil/gas business as
recently as 2010. Sundance Energy operates in
basins attracting enormous investor interest right
now, is sensibly funded for its forthcoming
development programme and has the great fortune to
have an experienced management team on the tiller.
The share price recently pulled back to its 100-day
moving average (circa $1.02) in a panicked
over-reaction to the past months WTI/Brent correction
and represents great buying at present levels.

Is it a liquid stock?

SEA is capitalised at $600mn, so is a very liquid,
well-traded name.

How is it better than its competitors?

Its competitors primarily comprise US companies but
there are a couple of ASX-listed names. As a
professional investor, we attach great weight to the
competency and alignment of senior management.
We feel this team is as good a management team as
any presiding over our investee companies.
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The portfolio largely comprises oil/liquids producing
assets. This is a superior position to the plethora of
competitors, many of which have gas dominant
exposures.
The company adopts a very conservative approach to
funding its development spending via a cocktail of
cash, operating cash flow and a debt component.
This is atypical of competitors in this space, many
taking the riskier path of 100% debt financing.
What is your target price/when would you sell it?

We do not set target prices but always have an eye to
valuation levels. It is easy to work up a valuation per
share of $1.60 without any heroic assumptions. This
price level would warrant a revisit of valuation,
assumptions, oil price outlook etc.
How has the stock performed for you?

We have owned SEA since mid 2011, where the
stock range traded between $0.50-$0.65. Eley
Griffiths Group has carefully added to the holding
along the way as confidence grew with the story and
the management team. Our average entry price sits
at circa $0.95. It has been a rewarding but volatile
experience to date.

Source: Yahoo!7
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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Short listed – Super Retail Group, Novogen and
Sirtex
by Penny Pryor
One of our ‘four fun stocks’ today is Super Retail
Group (SUL). James Dunn talks about its exposure to
a breadth of activities in sports, leisure and auto and
how it’s looking cheap after coming off a high last
year.

Investment Management picked up the theme in
November and we’ve been following it ever since.

Charlie Aitken also says it’s “time to pick up the
vibrating knife in SUL”
“Interest rates are at record lows, residential property
prices have been rising sharply, the share market has
performed well over the last two years, employment
remains solid and petrol prices are collapsing with the
oil price. At the macro level settings for consumers
should be positive for sentiment, but discretionary
retail share prices have collapsed,” he says.
“However, the seasonal Christmas retailer rally is
upon us and I want to bottom fish in one of these
beaten up consumer discretionary stocks.”
His main target is Super Retail Group.
Peter liked the call that Michael McCarthy, chief
market strategist for CMC Markets, made on biotech
Novogen (NRT) on his show last week.
“It’s highly speculative but it’s probably worth
having a look,” Peter said.
It is developing a drug that is being used to fight
abdominal and ovarian cancers.

Source: Yahoo!7
And still on the health theme, the Medibank IPO
continues to get a lot of attention. It’s certainly an
interesting company and Paul Rickard has been
following it closely. He’s looking to buy a little bit but
not as much as he would have, if it were better
priced. The general consensus appears to be that, at
near the top of the range of $2.00 per share, it’s a
little bit expensive.
“You’ve got to be a little bit careful of the hype,”
Paul says.
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.

“If it does work it’s going to be revolutionary in
cancer treatment,” McCarthy says.
And while we’re talking about biotechs, take a look at
the performance of Sirtex Medical (SRX) over the
past three months. We made a call on this first in a
fundie’s favourite from Platypus Asset
Management in July last year. Montgomery
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Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
Stockbroking analysts continue to seek for value and
buying opportunities through the rubble that is the
Australian share market post the September-October
global correction for risk assets. In Australia, the
focus has clearly shifted towards energy stocks and
miners, both sectors have had to endure tougher
times than others in the share market thus far in
2014.

Neutral by Macquarie. BC has now moved to
compulsory acquisition of Iron Ore Holdings (IOH).
The broker takes the opportunity to adjust its earnings
forecasts, incorporating a wider discount for lower
grade ore prices and the slower ramp-up at Iron
Valley, offset by a lower Aussie dollar forecast which
buffers FY15-16 earnings. BCI will report its quarterly
production later in the month, which may provide
some positive catalysts.

In the good books
AGL Energy (AGK) was upgraded to Outperform
from Neutral by Credit Suisse. Surplus generation
capacity has pushed wholesale electricity prices
down to marginal cost levels and Credit Suisse
observes this limits the downside to wholesale price
as the supply curve cannot be compressed any
further. AGL is the clear winner in this regard, with the
downside priced in. The company has a fixed price
coal supply and a large generation footprint and
remains the most leveraged to the upside in power
prices.

Beach Energy (BPT) was upgraded to Neutral
from Underweight by JP Morgan. The broker has
reviewed the mid cap oil sector as the recent price
rout is even more pronounced for these stocks. JP
Morgan upgrades Beach Energy to Neutral from
Underweight, given the fall in its share price. The
broker continues to find the company’s
unconventional aspirations challenging but believes
the tail risk of Chevron’s exit from the JV is now
reflected in the share price.
Boart Longyear (BLY) was upgraded to Neutral
from Underperform by Macquarie and to Neutral
from Sell by UBS. Boart Longyear has announced a
“good save”, Macquarie suggests, through a debt
and equity injection from major shareholder
Centerbridge. Existing shareholders are diluted to
58% if they take up their rights but this is a good
outcome, in the broker’s view, as it removes
uncertainty and provides the possibility of BLY trading
through the cycle. The deal is nevertheless
conditional so the broker has not made changes, and
indeed has increased its target to 23c from 20c after
switching to an enterprise valuation model. The voting
share of Centerbridge is 49.9% but UBS observes
there is potential for its economic interest to rise as
high as 70%. The broker notes obvious benefits from
the recapitalisation include removing maintenance
covenants on the debt, providing longer tenure,
lowering cash interest costs and providing liquidity.

BC Iron (BCI) was upgraded to Outperform from
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Drillsearch Energy (DLS) was upgraded to
Overweight from Neutral by JP Morgan.The broker
has reviewed the mid cap oil sector as the recent
price rout is even more pronounced for these stocks.
JP Morgan upgrades Drillsearch to Overweight from
Neutral, given the very sharp pull back in its share
price. The broker considers the stock is a strong play
on a recovering oil price.
Newcrest Mining (NCM) was upgraded to Buy
from Neutral by Citi. It is time for Newcrest
shareholders to finally reap the benefits of the more
than $13 billion capex outlay from the past decade.
Following site visits and issuance of a trading update
to the ASX, Citi analysts have come to this
conclusion.
Transfield Services (TSE) was upgraded to Hold
from Reduce by CIMB Securities. Transfield
received an offer from Ferrovial Servicios at $1.95 a
share. The board has rejected the bid but offered
Ferrovial the option of undertaking limited due
diligence. CIMB would not be enticed by the prospect
of an increased bid emerging and believes
shareholders should capitalise on the current
elevated price rather than rely on the potential of an
increased offer. See also TSE downgrade
Western Areas (WSA) was upgraded to
Outperform from Neutral by Credit Suisse. The
September quarter production result was excellent in
Credit Suisse’s opinion with cash costs impressive
and higher-than-expected grades at Flying Fox. FY15
production guidance is unchanged but the broker
believes there is a risk it will be upgraded. Credit
Suisse upgrades to Outperform from Neutral, given
the 15% fall in the share price in the last three
months.

better “feel”. They believe at some point the G8
business model might come unstuck and when it
happens they do not want to be on the register.

Super Retail (SUL) was downgraded to Neutral
from Overweight by JP Morgan. At the AGM, the
company signalled trading has improved slightly but
flat margins have contributed to guidance
downgrades. Vehicle and sports division sales growth
in the first 16 weeks of FY15 were up 4% and 3%
respectively, while leisure was down 8%. JP Morgan
downgrades to Neutral from Overweight, noting the
problems in leisure are worse than feared and there
appears to be less potential for margin recovery in
sports.
Transfield Services (TSE) was downgraded to
Neutral from Buy by Citi. Given the severe
downturn for the resources services sector, Citi is not
surprised consolidation is happening. Ferrovial has
now made an initial approach for Transfield but the
bid might need extra sweeteners to get acceptance,
note the analysts. With the share price now above
their target, and above the indicative $1.95 offered by
the suitor, Citi analysts downgrade the rating to
Neutral. See also TSE upgrade.

In the not-so-good books
G8 Education (GEM) was downgraded to Sell from
Neutral by Citi. G8 Education continues doing what it
does best: acquiring smaller childcare centres at a
steep discount to its own share market valuation. So
far so good and it clearly is working. Citi analysts,
however, are starting to have second thoughts.
Pointing at the shares’ high PE, Citi analysts would
rather buy into Navitas (NVT) or Veda Group (VED),
which are trading on similar PE multiples but carry a

FNArena tabulates the views of eight major Australian
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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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S&P500 short-term outlook
by Gary Stone
Key points
S&P 500 could rise further if upswing
momentum continues.
But odds are higher that resistance will be
found followed by another sharp retracement.
For the primary bull market to continue, a big
breakout by the index is required.

Source: Beyond Charts
Over the last month, the S&P500 has had a sharp fall
followed by a sharp rise, as have most other equity
indices around the world.
Two weeks ago, I suggested that equity markets had
a little further to fall and that there was a high
probability that this would be followed by a short
sharp rise of an equivalent but inverted gradient. This
is precisely what has occurred. But where, in the
short-term, could the US equity markets lead the rest
of the world equity exchanges from here?

The blue horizontal rectangles are support and
resistance zones that have formed over the past year
where prices have halted after short-term upward or
downward moves.
The green line is a 50-day simple moving average
(SMA) and the navy blue a 200-day simple moving
average, or a 10-week and a 10-month SMA,
respectively.

S&P500 chart patterns

The two solid black diverging trends lines at the top
right of the chart form a reverse symmetrical triangle,
also called a broadening top. This pattern has a
reputation for being a bearish pattern.

The daily chart below stretches back just over a year
to September 2013. The solid black horizontal line
protruding from the bottom left corner shows the
previous S&P500 all-time high achieved in 2007.
While the S&P500 remains above this level, it is in
secular bull market territory.

The last pattern is the downward trending channel
bounded by a declining magenta trend line on the
upper side and the declining black trend line on the
lower side (also the lower line of the broadening top).
What does it mean?

The red upward slanting trend lines define a channel
in which the S&P500 has been moving for more than
two years since May 2012. In early October, the first
signs appeared that the lower support line of the
channel was no longer going to be respected.

First up, it should be stressed that a long-term up
trend is still most definitely in place. Over the last
year, this recent dip has been almost exactly a 38.2%
Fibonacci retracement of the 12-month rise. For some
time I have been stating on Peter Switzer’s TV show
that we should expect such a retracement, as one
hadn’t occurred since May 2012. Well now it has.
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Next, the Friday 24 October close on the S&P500 has
coincided with the 50-day SMA, the upper boundary
of the downward channel (the declining magenta
trend line) and the upward slanting lower trend line of
the rising two-year channel. Hence, expect some
resistance at the current level.
If this upswing has further strength, the S&P500 could
rise further to the next resistance zone overhead, the
blue rectangle, or even to the upper rising trend line
of the broadening top. Such a move would be a huge
show of strength, being a near 100% upward
retracement of the recent decline.
The odds are higher that resistance will be found
before heading that high. Regardless of where
resistance is reached, expect another fairly sharp
retracement. And then expect support for that fall to
be at either of the horizontal support zones shown on
the chart or, in worse case, all the way down to the
lower declining trend line of the broadening top, which
is also the lower trend line of the downward channel.
Ultimately, for this primary bull market to continue, the
S&P500 will have to breakout to the upside of the
broadening top and the uppermost horizontal
resistance zone. Alternatively, a fall below the
lowermost blue rectangle support zone would see a
serious fall in the S&P500.

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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Property growth moves to the fringes
by Staff Reporter
The auction clearance rate across capital cities edged
up to 70.5% over the weekend, compared to 68.6%
the previous week. But it was still lower than the
71.8% recorded last year.

In Sydney, the clearance rate was 78.1%. Although
higher than last week’s 72%, it was also slightly
down on last year’s 79.7%.
Melbourne’s results were most consistent. A
clearance rate of 70.6% was recorded on the
weekend, compared to 71.7% last week and 71.9% a
year ago.

Domain Group’s senior economist, Andrew Wilson,
said that in Sydney the leading region was the inner
west, with a clearance rate of 85.4% and 88 sales
from 103 reported auctions. In Melbourne, the outer
east region had the highest clearance rate of 85.2%.
The next big thing
RP Data research director Tim Lawless reports that
while sales in the big cities like Sydney and
Melbourne might be steadying, momentum is
gathering in Tasmania, Queensland and South
Australia.
“While coming from a low base…growth and
transaction numbers are moving higher. Tasmania
recorded the most significant increase where the
rolling six-month trend in sales hasn’t been as high
since July 2009,” he said.

The median price of homes sold by private treaty
(which represents around 85% of all dwelling sales
across the country) was $750,000 for houses in
Sydney and $505,000 in Melbourne. The combined
capitals median private treaty median price was
$575,258 for houses and just under half a million for
units.

SQM Research’s Louis Christopher also points out
that inner areas of the big cities, like Sydney, are
getting more and more out of reach for many families,
including upper income earners.
“Instead families are looking to the middle ring and
outer rings of Sydney and strangely that is where the
price gains have been the greatest,” he says.
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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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