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Tough stuff
When the going gets tough, the tough get serious about investment fundamentals! Today I talk about
why you need to go back to basics – I’ve been re-reading John Kenneth Galbraith’s great book The
Age of Uncertainty, which reminds me of the importance of the long run.
Speaking of the long run, today we’ve also got Paul Rickard with our update on the Switzer Super
Report’s growth-oriented portfolio. We’ve added Macquarie and Challenger and sold down a few of
the poorer performers.
Also in the Switzer Super Report today, James Dunn looks at industrials like Carsales.com and
Nearmap and in Buy, Sell, Hold – what the brokers say, Rudi Filapek-Vandyck talks about upgrades
for OZ Minerals and REA Group.
Sincerely,

Peter Switzer
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If the stock market worries you, remember this!
by Peter Switzer
This life advice might be too late for many of you but
the best tip I have ever heard for bringing up kids is to
“give them a handful of rules and repeat them often.”
And while I can see this being really effective for
employers to use with employees as well, I think the
approach is just as useful when advising investors.

This shows how $10,000 invested in the S&P/ASX
200 in 1970 became $453,165 one year after the
GFC market crash! Note it was closer to $600,000
before the crash but even with the mistiming, the
time-stocks relationship was rewarding.

The rules

So, what about now and how do you play it?

My handful of rules is simple:
Buy quality companies, preferably those that
pay good dividends.
Buy these companies when the price looks
attractive and it can often be when others are
scared.
Have at least 20 companies so a bad CEO, a
crazy government decision or a bad choice by
you doesn’t ruin your returns. (You can have
less but I am pretty cautious for an alleged
perma-bull!)
Build up a cash buffer to preserve your capital
in case you get two or three bad years in a
row.
Time in the market is better than timing the
market but if you have made great money
over a good number of years of an extended
cycle, taking profit and waiting for the market
to crash, is not altogether a bad idea, though
it’s hard to pull off!
This chart always convinces me about the benefits of
time in the market:

I don’t think this is a sell-out and wait for the crash
moment. Sure, we could see a US correction as they
are near all-time high territory and there’s only been
one decent near correction for the Yanks in recent
times.
A correction — down 10% — could be created by one
or a number of factors, which I am happy to list:
Currency shocks of the kind we saw the Swiss
mastermind this week and a rising greenback
temporarily could rattle some big US
companies in the current earnings season,
which have lots of overseas exports.
The fear index or VIX in the US shows
volatility is more elevated in 2015 and that can
lead to some sell offs that could turn into a
correction.
The Fed getting it wrong and raising interest
rates too early but I don’t expect that. It could
come from the ECB not coming up with an
impressive QE strategy this week — January
22.
A left-field geopolitical event like we saw with
Vladimir Putin and Ukraine.
The bond market developments, which have
seen US bond yields go lower, could mean
that the deflation or disinflation we are starting
to see is because the global demand ahead is
weaker than expected, rather than mainly due
to lower oil costs. That could create
something greater than a correction!
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This is the big bet I am making. I think demand
recovers this year to KO the doomsday merchants,
who think the current stock market sell-offs are
because the collapsing oil price says world demand is
collapsing. The same can be argued for lower iron
ore prices.

Many energy companies are working off a $US75 a
barrel price once this hotbed of speculation unwinds.
That could be a little too bullish but it does show that
people in the industry believe we are seeing a Smart
Alec game being played out by oil market
speculators.

But this rules out the oversupply effects from BHP,
Rio and Vale, which have added to the falling iron ore
price. For oil, the increase in supply is nowhere near
the 50% in oil price falls, so it could be demand
problems but OPEC says it is speculation issues and
I agree with OPEC on the subject.

And when things like this happen, it creates, yep, I’m
going to say it again — “a buying opportunity.”

China and Japan definitely have their hands up for
stimulus, the Yanks are not rushing to raise rates and
lower oil costs, in fact, allow them to delay it for
longer and I hope the Europeans and the ECB don’t
let me down on Thursday, their time.
The right phrase
All of this says to me that we are still in the mature
phase of the bull market, just out of the sceptical
phase — though there is still a bit of wariness around,
as recent months have shown. And we are definitely
not in the euphoria phase.
I’ve argued before that this is a long, grinding
economic recovery and stock market comeback. The
pointy-headed experts at Macquarie hold the same
view and so does most of Wall Street judging the
levels of the Dow, the S&P 500 and the Nasdaq.
That’s why dip-buying, moneymaking corrections are
more likely than a crash.
My best reason for being comfortable with stocks is
the strength of the US recovery. I showed on
Saturday that consumer confidence went from 93.6 to
98.2 in January and that has to be good. These were
an 11-year high reading driven by better job numbers
and, wait for it, lower gasoline prices!

You only have to worry when I stop using this
favourite line of advice!
Here’s one final positive argument for stocks in 2015
to remember. The US is recovering strongly as a
huge run of jobs is being created, with interest rates
near zero and consumer confidence is at levels not
seen for over a decade. Meanwhile the P/E for the
US stock market is not historically too high and this is
the third year of a second-term president, where
history says there’s a very high likelihood of this
being a great year for stocks.
So just imagine if the Europeans deliver on Thursday
when a trillion euro QE package has been tipped to
be unveiled! This will be a big news day for stocks
and explains why the Swiss took away their exchange
rate controls last week, which saw their franc
appreciate some 14%, but at one stage it was up
40% against the euro!
Thursday in Europe is going to be HUGE. I hope it’s
a day to remember.
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.

Helping the Dow shoot up 190 points or 1.1% was the
oil price actually rising to $US48.60 a barrel and I am
hoping the past, silly, very low oil prices get replaced
with say a $US60-like price and we get the best of
both worlds — a low price for consumers and a less
ruinous price for energy companies.
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Our growth-oriented stock portfolio
by Paul Rickard
Key points
We expect continued low interest rates (the
yield sectors will continue to perform) and a
lower Aussie dollar moving down towards 75
US cents.
Low oil prices will lead to a rise in consumer
spending in Australia.
Amcor, Origin and Orica have been removed
and Boral, Challenger, Macquarie and Seek
added.

In relation to this portfolio, we need to state some
important caveats upfront. Firstly, recognizing the
importance of tax effective income from dividends to
the overall portfolio return, and a general aversion by
many SMSFs to taking excessive risk, our sector
biases are not strong. While there is an orientation to
the sectors and stocks that we believe will grow over
the medium term, our aim is to design a portfolio that
will also track reasonably closely the overall market
as measured by the S&P/ASX 200 Accumulation
Index. It is a bias only towards growth.

Last week, we updated our high-income stock
portfolio. This week, we look at our growth-oriented
portfolio.

Secondly, our universe of stocks to select from is
confined to the top 100 stocks. More often than not,
the stocks with the best medium-term growth
prospects will come from outside this group, in
particular, the so called ‘small’ caps.

The objective of the growth-oriented portfolio is to
outperform the S&P/ASX 200 market over the
medium term, whilst closely tracking the index.

With these caveats decked, let’s move on to the
portfolio construction.

In calendar 2013, the growth-oriented portfolio
returned 27.55% – an outperformance of 7.35%
compared to the index. In calendar 2014, the portfolio
returned 3.39% – an underperformance of 2.22% –
taking the net outperformance to 2.16% per annum
for each of the past two years.

Sector biases

Critically, the purpose of the growth and income
portfolios is to demonstrate an approach and
methodology to portfolio construction that SMSFs
could apply.

Overlaying this is a view that the predominant
investment themes in 2015 will be:

We have made some changes to the growth portfolio,
which include sector and stock rebalancing,
base-lining for the start of the year, the replacement
of Amcor, Origin and Orica, and the inclusion of
Boral, Challenger, Macquarie and Seek.

Similar to our approach to the high-income portfolio,
we applied a ‘top down’ approach to the industry
sectors and introduced biases that favour the sectors
that we think have the best medium-term growth
prospects.

Continued low interest rates (the yield sectors
will continue to perform);
Lower Aussie dollar – moving down towards
75 US cents;
Positive lead from the US markets;
No pick up in commodity prices;
Growth running slightly below trend in
Australia; and
Low oil prices will lead to a rise in consumer
spending in Australia.
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This leads to a portfolio with only small biases. We
are marginally overweight the sectors that will benefit
from increased consumer consumption, a lower
Aussie dollar or lower oil prices – mainly the so called
“cyclicals”( consumer discretionary and industrials);
marginally underweight or index-weight the yield
sectors (financials, utilities, telecommunications and
consumer staples); and underweight the
commodity-exposed sectors (materials and energy).
Despite healthcare being the second best performing
sector last year, we have maintained an overweight
position as the demographic factors are so strong.
Recognising that a number of the healthcare stocks
are very pricey, we have marginally reduced our
sector exposure and selected stocks that should
benefit from a lower Aussie dollar.
The property trust sector starred last year and we
think that this sector is fully priced. Further, as this
sector is not traditionally a growth sector, we plan to
take no exposure.
On a sector basis, our portfolio compares to the
market (S&P/ASX 200) as follows:

Click here to download an excel version of the
portfolio

Stocks
Working on the basis that we need at least 10 stocks
for diversification and that once you get over 25, it
becomes pretty hard to monitor, we have selected 22
stocks. This is more than the income portfolio,
reflecting in part the increased risk in stock selection.
Critically, we have biased the stock selection to
companies that should benefit from a falling
Australian dollar – either because they earn a major
share of their revenue offshore, and/or report their
earnings in US dollars.
In the ‘consumer discretionary’ sector, we have
stuck with two of the laggards in 2014 – Crown and
JB Hi-Fi. While both are somewhat out of favour with
the market, we like the underlying businesses and the
management teams, and the stocks are reasonably
priced.
In financials, the portfolio continues to pare back on
its exposure to the major banks. While it is now
broadly around index, we have introduced two stocks
to increase the growth flavour – Macquarie and
Challenger. Both stocks are off their 2014 highs, with
the latter off by some 21% and likely to benefit in the
medium term, as moves to introduce deferred
annuities gain traction. With the major banks, we
have oriented the position towards NAB (a 27%
premium to the Commonwealth Bank is historically
looking cheap), and away from Westpac (new CEO
taking over).
In healthcare, while the stocks are getting very pricey,
we have retained CSL, Ramsay and Resmed. While
CSL and Resmed will benefit from a lower Aussie
dollar, on track record, it is impossible to dump
Ramsay (despite its lofty PE of 29.5). Although
Computershare is classified as ‘information
technology’, its global registry business provides
exposure to buoyant global stock markets and the
resultant increase in primary market issues.
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In materials, we continue to prefer the diversified
exposure that BHP provides, notwithstanding that Rio
has some form of takeover premium built into its
price. We have included Boral at the expense of
Amcor (fully priced), with the former to benefit from
construction and infrastructure spending in Australia,
and a continuing strong outlook in the US. In
industrials, a very diverse sector where stock
selection is much more important than sector weight,
we have retained logistics companies Toll and
Brambles, and added one of the strongest market
performers over the last five years, online
employment and education group Seek.
Portfolio
Our growth-oriented portfolio per $100,000 invested
(using prices as at the close of business on 31
December 2014) is as follows:

Forecast returns
Using consensus broker forecasts from FN Arena, the
portfolio has the following characteristics:
Forecast Price Earnings multiple for 2015: 16.11
Forecast Dividend Yield for 2015: 4.52%
Franking: 84.1%
As a growth-oriented portfolio, our investment
timeframe is in the three to five year range, and while
short-term investment performance (including
dividends) is important, our aim is to deliver slightly
above market performance over that timeframe. We
will keep a close eye on the growth-oriented portfolio,
and report back in coming editions of the Switzer
Super Report.
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.

Click here to download an excel version of the
portfolio

06

Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
Analysts are still incorporating the new normal for
crude oil and other commodity prices in their models,
while investors in the share market are not taking any
prisoners either.
Apart from energy companies and mining stocks,
retail-oriented stocks such as OrotonGroup and
Pacific Brands were equally prominent on the
negative side of the ledger.
In the good books
OZ Minerals (OZL) was upgraded to Outperform
from Neutral by Macquarie. Macquarie makes
modest reductions to copper price forecasts but the
weaker Australian dollar forecasts means upgrades to
OZ Minerals’ earnings expectations. The stock
should also benefit from weaker oil prices.

In the not-so-good books
AGL Energy (AGL) was downgraded to Neutral
from Buy by Citi. Citi has downgraded FY15 profit
forecasts by 15% and FY16 by 6%, primarily from
lower wholesale electricity prices, especially in
Victoria where AGL has the most excess capacity.
Rating is downgraded to Neutral from Buy. The
broker envisages downside risk to consensus
earnings estimates in FY16 and would need to see
delivery on earnings growth before the stock re-rates.
ALS (ALQ) was downgraded to Sell from Neutral
by UBS. UBS already had lowered expectations on
the back of falling energy prices last year, but they’ve
decided to lower forecasts a little more given
persistent weakness, which is expected to impact on
the company’s Reservoir Group (RG) oil and gas
services business. UBS analysts estimate the RG
business is 60-70% exposed to exploration-related
activities. Revised estimates imply a downtrend in
EPS and DPS for this year and next, before an up
cycle commences.

REA Group (REA) was upgraded to Buy from Hold
by Deutsche Bank. With the acquisition of MOVE in
a joint venture with News Corp (NWS) Deutsche
Bank adjusts forecasts. Current US exposure is not
substantial but the addressable market of US$14
billion provides significant growth potential, in the
broker’s opinion. With the roll forward of valuation,
Deutsche Bank upgrades its rating to Buy from Hold,
given the amount of upside to current trading levels.
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BC Iron (BCI) was downgraded to Underperform
from Outperform by Macquarie. Macquarie is
downgrading BC Iron to Underperform from
Outperform on the back of new commodity price
forecasts. The broker expects spot iron ore prices to
trough at US$60/t in the second half of 2016 which,
based on current break even points, is likely to mean
all four mid-cap producers generate significant
losses. Cuts to Australian dollar forecasts provide a
little relief.
Grange Resources (GRR) was downgraded to
Neutral from Outperform by Macquarie, in the
wake of reductions to iron ore price forecasts. The
broker expects spot iron ore prices to trough at
US$60/t in the second half of 2016, which would
mean significant losses for the company.
Mineral Resources was downgraded to Sell from
Neutral by UBS. The commodities team at UBS has
lowered price forecasts for iron ore (incorporating the
impact from lower oil prices) and their peers at the
equities desk note this means this company’s iron
ore mining operations will now be loss making at the
EBITDA level. The analysts are quick in pointing out
this is and remains a high quality business, but for
now the negatives from down trending iron ore prices
outweigh any positives.
Orotongroup (ORL) was downgraded to Neutral
from Buy by Citi and to Neutral from Outperform
by Credit Suisse. Another profit warning in six weeks
and Citi analysts have clearly turned more cautious
post the disappointing event. The analysts believe
management’s guidance remains “ambitious” while
visibility remains low. Citi does see profits likely
higher in FY16, but risks remain. Credit Suisse says
reduced discounting and FX had a greater impact on
gross profit than was initially expected. Credit Suisse
reduces earnings forecasts by 42% for FY15,
suspecting the new strategy will take time to bed
down while FX remains a headwind.

Regis Resources (RRL) was downgraded to Sell
from Hold by Deutsche Bank and to Neutral from
Outperform by Macquarie. The preliminary
December quarter production data is in line with
Deutsche Bank’s estimates, despite throughput
issues continuing at Garden Well. The
disappointment at Garden Well was countered by
higher output at Rosemont. The broker downgrades
FY15 earnings forecasts by 4%. Macquarie’s
changes to the gold price forecast have a mixed
impact. Those producers with Australian dollar cost
bases benefit from a weaker forecast for the currency
while international producer earnings forecasts are
reduced. Macquarie expects the gold price to average
over $1,700/oz over FY16-18, suggesting
Australian-based producers should generate
significant cash flow. That said, the sector has
outperformed in recent weeks and the broker is
downgrading Regis Resources to Neutral from
Outperform.
Tassal Group (TGR) was downgraded to Neutral
from Overweight by JP Morgan because of the
potential oversupply in the domestic salmon market.
The broker acknowledges the risks associated with its
valuation and the fact that, long term, global demand
dynamics for fish protein remain favourable.
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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Five industrial stocks for 2015
by James Dunn
Key points
Auto sales website Carsales has been
successful at “disrupting” and overcoming its
competitors.
IMF Bentham and Nearmap have unique
offerings that they are leveraging well.
IDT Australia and Select Harvests might be
small but they should not be ignored.
One large cap and four mid to small caps make up
this list of industrial stocks worth watching, and
perhaps adding, to your portfolio this year. All are
well-managed companies with that special something
that could put them ahead of the pack.

In the last few years, Carsales has made a range of
excellent investments, at home and abroad. It has
moved into boats, motorbike, truck and tyre sales,
and bought a controlling stake in Stratton Finance.
International investments in Webmotors (Brazil),
Skencarsales (South Korea) and iCar Asia (South
East Asia) give Carsales long-term growth
opportunities outside Australia.
With the core business performing well, buyers can
look to tap into the potential upside offered by the
newer investments. Although arguably not cheap, at
22.3 times FY15 expected earnings and a 3.6% fully
franked dividend yield, the analysts’ consensus
target price, at $11.38, implies 11% upside from
current levels.

Carsales.com (CRZ)
IMF Bentham (IMF)
Auto sales website Carsales.com (CRZ) has been a
huge success as one of the original internet
“business disruptor” stocks on the Australian
Securities Exchange (ASX), but the share price was
flat over 2014, despite solid (13%) growth in earnings
and dividends. That is good news for someone
contemplating buying the stock now, because CRZ is
well-placed to boost earnings over the next two years,
as the company builds out its strategy of not only
hosting car transactions, but leveraging its large –
and highly engaged – audience to potential
advertisers.
Carsales.com (CRZ)

Source: Yahoo!7 Finance, 19 January 2015

Litigation funder IMF Bentham (IMF) has a very basic
business proposition: it funds legal action in
exchange for a share of any judgment or settlement:
if the litigant loses, it does not have to repay IMF.
In such a business model, IMF lives and dies on its
choice of the cases it funds. On this score, it has built
a comforting track record: it has lost only six cases
out of 159 funded and completed (104 cases were
settled before going to court, 14 were won, and there
were 35 withdrawals.)
IMF Bentham (IMF)

Source: Yahoo!7 Finance, 19 January 2015
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IMF Bentham is one of three litigation funders that
have moved to leading positions in the business, the
others being Burford of the US and Harbour of the
UK. Each has started funding cases in the others’
original territories: in IMF’s case, it has expanded
into the US, the UK and Europe (in joint venture) and
Hong Kong, where it mainly does insolvency work.
At home, the company has funded cases against the
likes of ABC Learning, Treasury Wine Estates, ANZ
Bank and a case relating to the 2011 Brisbane floods.
IMF has generated a gross return of $2.73 for every
$1 invested, but is targeting a lift in this return to more
than $3.00.
At the end of 2014, the value of the company’s case
investment portfolio – IMF’s best-estimate of claim
value of the 30 cases on hand – stood at $2.07
billion, up 26%. Just over one-third of this portfolio is
expected to finalise this financial year. Cashflow is
unpredictable, but the net income from litigation
funding in FY14 was $25.3 million, and the net profit
was $9.9 million. The company paid a fully franked
dividend of 10 cents a share.
Nearmap (NEA)
Aerial mapping specialist Nearmap (NEA) has been
a strong performer in recent years, but is another
stock that has traded mostly sideways in the last 12
months. That does not reflect the progress the
company has made in taking its proprietary
high-resolution aerial imagery technology to the US
market. Nearmap’s clients are municipalities,
governments, builders, engineering companies,
insurance companies, asset owners, infrastructure
operators, utilities, the building and construction, and
defence and utility industries: its subscribers get
regular image updates online, within hours, and use a
range of overlay tools. A regular flying program keeps
images updated, at least monthly.

Nearmap (NEA)

Source: Yahoo!7 Finance, 19 January 2015
Nearmap’s US offering now includes all large US
cities. The company’s competitive advantage is the
high resolution of its aerial images, which offer its
customers the ability to zoom-in to great detail, and
have instant reference to an archive of previous
images. In fact, Nearmap considers itself a data
company, not an aerial mapping company.
FY14 saw Nearmap break though for maiden profit, of
$7.1 million, on revenue that rose by 62%, to $17.1
million, but it did not pay a dividend. The company
says it is capable of making US sales of up to $50
million a year by December 2017. Nearmap has a
commercial licence agreement with Google Maps,
and it is not out of the question that Google might one
day look to buy the company. The analysts that follow
Nearmap reckon it can reach 85 cents, which is 32%
above current levels.
IDT Australia (IDT)
Contract drug manufacturer IDT Australia (IDT) is
only a tiny company, but it signed a very impressive –
and potentially transformative – deal last year. In
November, IDT announced a deal to buy a portfolio of
23 generic drug products, from an undisclosed global
generic drug company, for up to US$18 million ($20.7
million). The company has entered a conditional
agreement to acquire the drugs for an initial US$13.5
million: the agreement also stipulates trailing
payments of $4.5 million, as it meets a series of
regulatory and sales milestones.
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IDT Australia (IDT)

Select Harvests (SHV)
Conditions could hardly be better for vertically
integrated almond producer Select Harvests Limited
(SHV). The company racked up a record profit of $29
million in 2013-14, up 27% on the underlying profit
from 2013, on the back of a 33% increase in the price
of almonds. And drought in California – where more
than 80% of the world’s almonds are grown – is
hurting supply, pointing to rising prices for almonds.

Source: Yahoo!7 Finance, 19 January 2015
Select Harvests (SHV)
The product suite includes products, proven
on-market, for treating Parkinson’s disease,
depression, infections, anti-inflammatory, ADHD,
post-surgical clots, hypertension, pain and other
conditions. All products are (or have previously been)
approved by the US Food & Drug Administration
(FDA) as abbreviated new drug applications, which is
the approval for an existing licensed medication or
approved drug.
For some time, IDT has been talking about its
strategy to maximise the value of its globally
accredited – but under-used – drug manufacturing
plant in Victoria, and to develop a generic (off-patent)
drug portfolio in its own right. The deal does this: the
plant will see a 40% lift in capacity utilisation, over a
five-day week, and because there will be minimal
increase in fixed costs, increased volumes should
drive very substantial operating leverage for IDT,
which should boost revenue, margins and ultimately,
profits.

Source: Yahoo!7 Finance, 19 January 2015
It also helps that demand for almonds has escalated
in recent years, on the back of rising demand for
products such as almond milk, and general
appreciation of almonds as a healthy food: almonds
have displaced peanuts as the most consumed nut in
the US.
Select Harvests owns almond orchards in South
Australia, Victoria and New South Wales, and is
aiming to double its planted acres by 2018. The
company’s consumer brands include Lucky, SunSol
and NuVit. It is a single-commodity exposure, but that
commodity seems to have strong and improving
fundamentals. The analysts that follow Select
Harvests reckon it can boost its earnings by 27% this
year and lift its dividend (55% franked) by 30%: they
also see it trading 22% above its current price.
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 – NSW
by Penny Pryor
CommSec released its quarterly State of the State
report this morning and NSW was on top for the
second quarter in a row. This time it was also joined
by the Northern Territory.
NSW – 1
Northern Territory – 1
Western Australia – 3
Victoria – 4
Queensland – 5
ACT – 6
South Australia – 7
Tasmania – 8
Western Australia is gradually slipping down the
ladder as the mining boom slows down there. It is
now in third place, after being first in July 2014.

relatively strong in Queensland it is still suffering from
a soft job market.
Although its trend unemployment rate of 4.9% is not
that bad compared to the national rate of 6.1%, for
the ACT it is over 41% higher than its decade
average rate level, which puts it at the bottom of the
table on that measure.
South Australia still endures poor retail spending and
home building but hopefully bottom-ranked Tasmania
will benefit from a lift in population growth and
construction.
To compile the rankings CommSec looks at the latest
readings of key economic indicators and compares
them to decade averages or ‘normal’ performances.

“There will always be a changing of the guard in
terms of economic performance as relative economic
growth drivers variably strengthen or fade. The end of
the mining construction boom should lead to more
balanced growth in Western Australia,” CommSec
chief economist Craig James said in the report.
NSW retains its top position due to the recent
improvement in home construction as a response to
its growing population. CommSec says it should
continue to be well supported by home construction
and infrastructure over 2015.
The other top placeholder – Northern Territory – has
top ranks for five of the eight economic indicators
measured in the report but slower population growth
is dampening home building activity.
“Attracting labour to the ‘top end’ remains a
constraint on growth,” the report said.
Momentum is slowing in Victoria and while
construction work and equipment spending is

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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Buyers return to the property market
by Staff Reporter
In the week to January 18, there was only a slight
change to home values across the combined capital
cities, with a 0.1% increase recorded by research
house, RP Data. For the few weeks of the year to
date, home values are up just 0.3% and there has
been an annual lift of 7.9%.
Capital city home value changes

RP Data.com – No 1. Sale in week to January 18 –
Blakehurst, NSW

Luxury living
Of the top 10 luxury properties sold in the week to
January 18, six properties were located within NSW.
Taking out first place was a six-bedroom house in
Blakehurst, NSW, which went for a sizable $2.38
million. In second place was a five-bedroom house at
Sunshine Beach, Queensland, which sold for $2.35
million.
RP Data.com – No.2. Sale in week to January 18 –
Sunshine Beach, QLD
But, if you’d like a more realistic picture of what
houses are sold for across the combined capitals,
according to RP Data, the median price was
$548,716 for those sold at private treaty. (Private
treaty sales represent around 85% of all dwelling
sales across the country.) Sydney continues to lead
the pack, with the median house price sitting at
$735,000, while Melbourne stands at $492,000.
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Capital city private treaty median prices

Are buyers hungry?
The average time on market for houses sold in
Sydney is 34 days, with an average vendor discount
of 4.2%. Sydney units were also snapped up in just
37 days on average. Melbourne houses sold in just
46 days on average, with an average vendor discount
of 5.1%. Vendor discounting is the average
percentage difference between the first listing price
and the final selling price.
Capital city average time on market and vendor
discounting results

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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