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Nerves of steel
It looks like BHP and Rio are playing a game of chicken as each race to push down the price of iron
ore and drive the competition out of the market. But what's the smart investor to do? I explain all today.
Also in the Switzer Super Report, Paul Rickard has the monthly analysis of our SSR portfolios and the
results are looking pretty good! It's early days but both portfolios have outperformed the index.
And Penny Pryor has sifted through the holdings of Warren Buffett’s Berkshire Hathaway and has a
list of his top 10 today and Rudi Filapek-Vandyck writes about upgrades for Fortescue and
Independence Group in Buy, Sell, Hold – what the brokers say.
Sincerely,

Peter Switzer
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BHP and Rio – buy more or dump them?
by Peter Switzer
Anyone who has put a portfolio together in recent
times would have to have some exposure to
BHP-Billiton and Rio Tinto and would probably be
pretty worried as iron ore prices head down, dragging
their respective share prices. The question is, should
we persevere with these iron ore majors or cut our
losses if you have some and buy more reliable
companies that only cop it when the overall market is
crushed?

reasons and the slowdown in demand from China.

The outlook

Ultimately the big guys will win and this should be
reflected in their share price but it could be a two- or
three-year wait for the big pay-off. OPEC majors
would have the same plan — lose now, win later!

This timely question comes as three heavyweight
financial titans — Citigroup, UBS and Goldman Sachs
have written off iron ore prices, declaring the end of
the Iron Age.
Against this negativity, there are those who say BHP,
Rio and Vale are acting like OPEC, using oversupply
tactics to drive down the price to KO rivals, which in
turn will either go out of business or be swallowed up
by the price-manipulators.
And while this might make perfect sense to a
company like Rio, where the breakeven price has
fallen to $US34, while a month ago, before the dollar
dived, it was $US43.
Meanwhile Goldman is tipping a $US60 a tonne for
2015, which is a big markdown from the $US80
predicted previously.
Recently BC Iron’s managing director Morgan Ball
was just breaking even but he expected a spike in the
iron ore price to around $US70 to coincide with the
Chinese New Year. However he expects a sell-off
again in the second-half of the year.
Two big issues are driving this fall in price — the
oversupply strategy from the big players, while
smaller players keep adding to supply for cash flow

This analysis by Goldman’s Christian Lelong worries
me a little with this observation: “A painful war of
attrition awaits.” By that she means the iron ore
industry will see the biggies try to take out the less
competitive mines.
The long haul

My view is that it is believable that BHP and Rio could
go up by, say, 5% over the course of the year and as
the dividends are at least 4%, with franking credits
they could pay you 10%. And if I’m wrong on share
price by a factor of two, you still might make around
7%.
Citigroup tips the iron ore price to be $US58 and UBS
says $US66, which pressures the likes of BC Iron but
makes life OK for BHP and Rio. And you have to
throw in lower energy costs and a lower dollar, which
are two more pluses for these seriously important
exporters.
And by the way, we had 59% of the Chinese market
for iron ore on a high dollar so it could be even better
on a lower dollar.
I’m not saying BHP and Rio are screaming buys but
they’re not straight out dumpers either. If you don’t
want to wait for medium-long returns, maybe you
should look for more reliable companies. I like NAB,
especially with the targets of $42 on the stock around
nowadays, but I was recommending that one a year
ago.
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Last week on my Switzer TV program, FN Arena’s
Rudi Filapek-Vandyck argued that BHP and Rio could
languish with weak results like in the 1990s, while
Professor Ron Bewley, with his sector analysis gave
materials a thumbs up for 2015.
Here’s that chart:

Now Bewley surveys a wide group of analysts for his
sector analysis and, of course, they can be wrong but
it’s a consensus view. Reading his chart they’re
saying they expect an 11.6% gain on share prices
and 4% from dividends! (By the way, his exuberance
measure is a measure of under or over-pricing.)
We all know stock picking and sector analysis is not a
precise science but Bewley has a good track record,
devising the system when he headed up investment
research at CommSec.
I’m sticking with them
Hope that helps and I can honestly say that I’m
sticking with BHP and Rio, but I do have 18 other
stocks in my portfolio that are pretty reliable dividend
payers and are OK in the capital gains caper too.
One last omen to report. Kerry Stokes, through his
Seven Group, has been prowling through the mining
sector — especially energy — and it’s the low prices
that are explaining that.
As Buffett says “be greedy when others are fearful”
and that’s always worth remembering when you’re
buying good companies at lower prices.
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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Portfolios enjoy a strong January
by Paul Rickard
Key points
The ASX/S&P 200 returned 3.28% for
January as the SSR income portfolio returned
4% and the growth-oriented portfolio returned
3.87%.
Yield was an ongoing theme in January
driving the dividend play as the bond market
fell.
In the growth-oriented portfolio, our
overweight position in NAB relative to ANZ
was rewarded.
January’s buoyant share market saw our portfolios
put on gains of almost 4%. While very early days,
both portfolios outperformed the index – with the
income portfolio benefitting from the ongoing demand
for yield stocks and outperforming by 0.72%.
The purpose of the income and growth-oriented
portfolios is to demonstrate an approach to portfolio
construction. As the rule sets applied are of critical
importance, we have provided a quick recap on
these.
Portfolio recap
In January, we made some adjustments to our
Australian share ‘Income Portfolio’ and
‘Growth-oriented Portfolio’ – see here and here.

a rule that says that our sector biases in the
major sectors (financials and materials) will
not be more than 33% away from index;
Identifying 15 to 20 stocks (less than 10 is
insufficient diversification, over 25 it is too
hard to monitor), with a stock universe
confined to the ASX 100;
Within a sector, weighting the stocks broadly
to their respective index weights, although
there are some biases; and
Looked for companies that pay franked
dividends and have a consistent earnings
record.
The growth-oriented portfolio takes a different
approach to the sectors in that it introduces biases
that favour the sectors that we judge to have the best
medium-term growth prospects. Critically, it also
confines the stock universe to the ASX 100 (there are
many great growth companies outside the top 100).
Performance
The income portfolio to 31 January is up by 4.00%
and the growth-oriented portfolio is up by 3.87% (see
tables at the end). Compared to the benchmark
S&P/ASX 200 Accumulation Index (which adds back
income from dividends), the income portfolio has
outperformed the index by 0.72% and the
growth-oriented portfolio has outperformed by 0.59%.

To construct the income portfolio, the processes we
applied included:
Using a ‘top down approach’ and introducing
biases that favour lower PE, higher yielding
industry sectors;
To minimise the market tracking risk, adopting
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Yield, yield, yield!
January 2015 was a dead-ringer for 2013 and 2014 –
the yield-based sectors led the market as bond yields
fell. As the table below shows, financials, A-REITs,
telecommunications (which is mainly Telstra) and
utilities outperformed the overall S&P/ASX 200 gain
of 3.28%. Even consumer staples, a laggard in 2014
with heavyweights Woolworths and Wesfarmers,
returned to form.
Falling oil prices impacted the energy sector, which
fell by 6.46%. Information technology, which is the
smallest sector and represents only 0.8% of the
S&P/ASX 200 by market weight, fell by 1.34%. All
other sectors put on small gains.

The income portfolio is forecast to generate a yield
of 5.14% in 2015, franked to 88.7%.
In January, most of our stock selections added to the
portfolio. In financials, our overweight position in NAB
relative to ANZ was rewarded, as was the selection of
Boral in the materials sector. Despite the
abandonment by the Government of proposed
changes to the GP Medicare rebate, Primary
Healthcare disappointed.
Our income-biased portfolio per $100,000 invested
(using prices as at the close of business on 30
January 2015) is as follows:

Income portfolio
Click here to download Excel file
The income portfolio is overweight consumer staples,
utilities and telecommunications; underweight
materials and energy, and broadly index-weight the
other sectors. Reflecting an expectation that the
banks will, over time, have to raise more capital, we
have neutralized our exposure to financials. Further,
following a stellar performance in 2014, our exposure
to property trusts (the A-REIT sector) is also neutral.
With these sector allocations, we would expect this
portfolio to moderately underperform relative to the
benchmark price index in a strong bull market, and
moderately outperform in a bear market.

Growth portfolio
With our growth-oriented portfolio, we have based our
sector exposure on what we expect to be the
predominant investment themes in 2015, which are:
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
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Australia; and
Low oil prices will lead to a rise in consumer
spending in Australia.
This leads to a portfolio with only small biases. We
are marginally overweight the sectors that will benefit
from increased consumer consumption, a lower
Australian 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.
With stock selection, we have biased the portfolio to
companies who 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, such as CSL, Resmed,
Brambles and Computershare. In the financials, we
have pared back our exposure to the major banks,
biased NAB, and included for growth Macquarie and
Challenger. We have also added online employment
and education group Seek, and stuck with two of the
laggards in 2014 from the consumer discretionary
sector in Crown and JB Hi-Fi.

Click here to download Excel file
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.

In January, most stocks added to the performance of
the portfolio. Apart from Woodside, which suffered
due to lower oil prices, the other disappointment was
Challenger, which appears to be out of favour with
the market. Resmed jumped by more than 16%, while
the overweight position in NAB (underweight Westpac
and ANZ) was beneficial.
Our growth-oriented portfolio per $100,000 invested
(using prices as at the close of business on 30
January 2015) is as follows:
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5 CEOs you need to know about
by James Dunn
Key points

Domino’s Pizza (DMP)

CEO performance often correlates to a
company’s performance.
Don Meij of Domino’s was once a pizza
delivery guy but is now one of the best-liked
CEOs in the business by those in the know.
Clive Rabie, of Reckon, has a difficult job but
has proved he probably has the skills to turn
his company around.
A high-profile chief executive officer (CEO) is not
always a good thing when you are an investor in a
company – the press coverage of the CEO does not
always correlate with good shareholder returns. But
what does usually correlate to performance is a CEO
that is good at his or her job. There are 2,200 CEOs
of listed companies – and some are definitely more
“under the radar” than others. Here are five that are
doing a really good job.
Don Meij, Domino’s Pizza (DMP)
There are plenty of believers in Don Meij now, but
when Domino’s Pizza listed on the Australian stock
exchange in May 2005 at $2.20 a share, there were
far less. Many institutions passed on the float,
wondering where the profit was in a pizza. With the
shares now trading at $26.24 and a profit of 50.5
cents a share in the bank for FY14, they now know.

Source: Yahoo!7 Finance, 2 February 2015
Domino’s Pizza now has 908 stores, 112
company-owned and the rest franchised. The
Australian business has now established Domino’s
operations in New Zealand, Germany, Belgium, the
Netherlands, France and Japan.
CEO Meij was once a pizza delivery driver, who
became a Domino’s franchisee and built a network of
17 stores, before selling his stores to the company
and joining it, becoming CEO in 2002. Meij’s passion
for the pizza business is well known, but what really
impresses the market is how he has harnessed
technology and innovation to drive growth in a highly
commoditised market.
In 2014, for example, Domino’s launched its
interactive visual pizza builder Pizza Chef, introduced
an online-only ordering strategy, rolled out its hugely
successful Offers app and partnered with PayPal in a
“digital wallet” arrangement. Fund managers talk of
Meij as if he were running a technology business.
And the growth numbers fit: Domino’s has returned
43% a year over the past five years.
Andrew Grech, Slater & Gordon (SGH)
Law firm Slater & Gordon is another stock that has
had to prove that it belongs on the share market:
listed in May 2007, it was the world’s first
publicly-rated law firm. But it has delivered, in spades
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– turning its issue price of $1 a share into $6.64.
Slater & Gordon has generated a total return of 35%
a year over the past five years.

Whitehaven Coal (WHC)

Slater & Gordon (SGH)

Source: Yahoo!7 Finance, 2 February 2015

Source: Yahoo!7 Finance, 2 February 2015
Along the way, the personal injury and commercial
law specialist has well and truly expanded from its
Victorian base, creating a national brand and a
thriving operation in the United Kingdom. This
process has involved about 50 acquisitions, and the
market expects this growth to continue. And it’s this
ability of the management team, led by Andrew
Grech, that really impresses fund managers.
Making any acquisition involves integration risk, but
dealing with lawyers and intellectual property is
probably even so – simply put, you are dealing with
very healthy egos. But Grech’s ability to negotiate,
execute and integrate these deals – particularly
outside Australia – marks him down as a very skilled
manager of people, which, when it is all said and
done, is all that a law firm possesses.
Paul Flynn, Whitehaven Coal (WHC)
If the job description of a CEO is to control what you
can control, and not worry about the things you
cannot control, Paul Flynn, CEO of New South
Wales-based coal producer Whitehaven Coal and his
management team should be much better known
than they are. Anyone can look good with a tailwind
bolstering performance, but when you’re a
coal-miner, faced with falling coal prices – with the
additional negative of a high-profile campaign by
activists hoping to shut down your major expansion
project, as well as your industry – controlling
everything you can control becomes even more
critical.

In December, Whitehaven’s $770 million Maules
Creek shipped its first trainloads of coal, three months
ahead of schedule, and under budget. The mine, near
Gunnedah in north-western NSW, has been the
target of protests and legal challenges for years,
because of concerns about environmental damage
and dislocation of farmers. It was famously the
subject of a forged ASX release in 2013, purporting to
state that ANZ Banking Group had withdrawn its
financing for Maules Creek, temporarily wiping $314
million from Whitehaven’s market value.
Maules Creek will have to comply with more than 100
state government conditions: Whitehaven says it will
operate under the highest environmental standards
and requirements in the NSW mining industry. As well
as shepherding Maules Creek through to an
accelerated start, Flynn – a former accountant who
has been running Whitehaven since March 2013 –
oversaw the cutting of the company’s production
costs by $8 a tonne to $63 a tonne in 2014, and he
says the company can “squeeze the lemon a little bit
further,” in the current half, possibly by another $2 a
tonne, trying to do everything possible to get back to
profitability. Coal is not everyone’s cup of tea, but
shareholders can’t fault Paul Flynn for leadership
and hard work.
Brian Benari, Challenger Group (CGF)
Investment management firm Challenger Limited,
which manages more than $54 billion in assets, has
pioneered the annuities market in Australia. It is one
of the best examples you can find on the Australian
share market of a company identifying an unmet need
and grabbing first-mover advantage: Challenger saw
that the superannuation system was overly focused
on accumulation and that nobody was really looking
at the draw-down phase – when people enter
retirement and begin to take their money out – and
they have built a strong business on the back of that.

08

Challenger Group (CGF)

Source: Yahoo!7 Finance, 2 February 2015
Challenger controls about three-quarters of the
Australian annuities market share, and while this is
under threat from the big banks and AMP, Challenger
doesn’t mind this – in fact it has been demanding
that new entrants come into the market, to improve
competition. At the heart of the company’s strategy is
the knowledge that annuities, as a retirement income
product, are only just getting started – there is
massive growth still available to Challenger.
CEO Brian Benari has been an integral part of this
strategy. He has been with Challenger since 2003
and in the top job since February 2012. Benari and
his management team deserve full marks for
innovation, for identifying a market niche and
grabbing a wave as it was building – and riding it.
Clive Rabie, Reckon (RKN)
Another of Australia’s small but influential population
of ex-South African CEOs, Clive Rabie, head of
accounting software supplier Reckon, has a big task
to convince the market his strategy is right – but there
are certainly fund managers who think he can do it.

Reckon’s business model has been fairly simple over
the years: it has held the rights to distribute the
Quicken and QuickBooks products of US giant Intuit,
which provided the biggest chunk of its revenue. But
since March 2012, when the company announced
that its Intuit deal would cease in February 2014,
Reckon has had to convince the market that it could
develop its own products, and its own ‘cloud’
strategy.
Rabie has embarked on a strategy to diversify the
revenue base through refreshing the core products
and making a string of acquisitions in related
businesses, and moving the sales strategy to online
sales and subscription revenue, rather than big
upfront fees. The company is in bitter competition
with MYOB (which may float on the ASX this year)
and New Zealand cloud giant Xero, but it has about
40% of the Australian market in accounting software.
The market “jury” is still out on Rabie’s strategy –
and the share price performance reflects that – but he
is widely admired for seeing the need to change
direction, outlining a strategy and then “walking the
walk” in executing it.
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.

Reckon (RKN)

Source: Yahoo!7 Finance, 2 February 2015

09

Buffett’s top 10 stocks
by Penny Pryor
Warren Buffett’s Berkshire Hathaway – a single
Class A share of which is now worth $215,865 –
invests in just 45 publicly-listed stocks, as well as a
raft of unlisted investments, but the majority of the
equity investments are held in just four stocks.
Berkshire Hathaway (BRK)

Wells Fargo & Company
Coca Cola Company
IBM
American Express
Wal Mart Stores
Procter & Gamble
Exxon Mobil
US Bancorp
DaVita Healthcare Partners
DirectV
Berkshire has been acquiring DaVita since 2011 and
has just over an 18% stake in the company. But it
hasn’t been pushing for board seats or control.

Source: Yahoo!7 Finance, 2 February 2015
As of September last year, Wells Fargo & Company,
The Coca Cola Company, International Business
Machines Corporation (i.e. IBM) and American
Express Company accounted for approximately 58%
of the aggregate fair value of Berkshire’s funds in
equity securities.
It’s possible to find out what the Oracle of Omaha,
and his sidekick Charlie Mungo, invest in through
Berkshire Hathaway filings with the US Securities and
Exchange Commission. What’s a little harder to
guess is how long Berkshire Hathaway has held
these shares.

And although we all worship at the altar of Warren,
it’s actually some recent recruits – fund managers
Ted Weschler and Todd Combs – who are
responsible for some of the company’s more recent
holdings like DaVita.
Healthcare is a sector that is growing globally, fuelled
by increasing longevity and the better quality of living
that we now all expect. DaVita excels in its field,
recently announcing that it ranked first in outcomes
according to reports issued by the Center for
Medicare and Medicaid Services (CMS).
You can see the rise in its share price over the past
five years in the chart below.
DaVita (DVA)

Here is a list of the top 10 holdings in order of the size
of the investment. All of them are relatively well
known on our shores as well. The last three are
lesser known and are diversified financial services
holding company US Bancorp, kidney care company
DaVita Healthcare Partners and DirectV.

Source: Yahoo!7 Finance, 2 February 2015
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Buffett has long avoided the technology sector, or
investing in things he says he doesn’t understand,
but he broke this mantra in 2011 when he added IBM,
which is now Berkshire’s third largest listed company
holding. However there is no Facebook, no Google,
no Apple and definitely no Twitter in the company’s
top 45 holdings.
This makes it harder to use the list for IT ideas, which
is arguably one of the main reasons to invest offshore
for Australian investors looking for diversity, as there
is a paucity of companies in the IT sector here.
That may be so, but Buffett has always been in it for
the ‘buy and hold’ strategy, which is exactly what
self managed super fund investors should be doing.
As well as the guru’s eagerly awaited “letter to
shareholders”, which comes out every March, the
company is required to release details of its holdings
to the SEC within 45 days of the end of a calendar
quarter.
It’s the most recent Form 13F that we’ve gained the
above details from, but the next one needs to be to
the market by early February and if you’re thinking of
investing in international shares this year, keeping an
eye out for what Warren and Charlie are up to can be
a very helpful guide.
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.

11

Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
The final week before local reporting season saw
stockbroking analysts drop their overall activity by a
notch. Commodity prices are still being adjusted to
the downside, thus energy stocks and miners
continue to feature heavily on the negative side for
valuations and price targets and for profit forecasts.
All is not negative on the commodities side of the
market, with select resources stocks making their
appearance on the positive side with some December
quarter production reports surprising to the upside.
In the good books
Beadell Resources (BDR) was upgraded to
Outperform from Neutral by Macquarie. Restricted
access to the Duckhead pit meant Beadell’s
December quarter production fell 22% short of the
level required to achieve 2014 guidance. However,
record through-put was achieved at the mill and cost
performance has improved markedly, the broker
notes. Cash increased in the quarter and exploration
continues to prove promising. The broker envisages a
positive quarter despite the production miss, much
improved on a number of metrics.

Fortescue Metals (FMG) was upgraded to
Overweight from Equal-weight by Morgan
Stanley. Morgan Stanley notes reduced costs and
capex assumptions in the December quarter
production report and this leads it to a view that
Fortescue can ride out the downturn. Still, staying
cash-flow positive is not enough and the broker
believes prices need to rise in the next few years to
justify its new Overweight view, upgraded from
Equal-weight.
Independence Group (IGO) was upgraded to Buy
from Neutral by UBS. Guidance for FY15 is
unchanged after the December quarter production
report but UBS notes all assets are performing at
levels, which mean it should be comfortably met. UBS
upgrades to Buy from Neutral given the strong cash
flow, which should drive growth and dividends. Target
is raised to $5.10 from $4.90. Gold should account for
46% of the revenue base in FY15 on the broker’s
estimates, demonstrating the diversity in the
company’s earnings profile.
Pact Group (PGH) was upgraded to Neutral from
Underperform by Credit Suisse. Resin prices fell
further over the last two months and the broker
expects Pact may experience margin expansion in
the second half, as selling prices adjust to the lag in
raw material costs. The rubbish bin business is also
operating in a solid price environment and Credit
Suisse revises up earnings multiples.
Silver Lake Resources (SLR) was upgraded to
Neutral from Underperform by Macquarie. Silver
Lake’s December quarter production came in ahead
of forecasts due to higher grades, but costs have
blown out significantly, the broker notes, for various
reasons. Deferring capex on Daisy and Cock-Eyed
Bob will at least provide some cost relief. Silver Lake
nevertheless needs a mine plan incorporating higher
grade open pit feed, the broker suggests.
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In the not-so-good books
Australian Pharmaceutical (API) was downgraded
to Hold from Buy by Deutsche Bank. The
continued recovery in the company’s earnings is
encouraging but after a period of outperformance, the
shares are now trading in line with the revised
valuation. The company reported a 7.5% lift in retail
sales in the first four and a half months of FY15,
which compares with the broker’s estimate of 8.0%
for the year.

Bradken (BKN) was downgraded to Neutral from
Outperform by Macquarie. The bid for Bradken will
not proceed as the consortium could not arrange
finance on acceptable terms. Target is reduced to
$2.80 from the $5.10 that was based on the bid price.
Commodity prices have taken another leg down since
the AGM and Macquarie expects Bradken will likely
focus on repaying debt by lowering dividends in the
near term. The broker downgrades to Neutral from
Outperform as, while there remains demand for
consumables, the demand for capital products is
likely to remain subdued. Debt levels are also
expected to limit future initiatives.
Credit Corp (CCP) was downgraded to Neutral
from Overweight by JP Morgan. Nothing wrong with
Credit Corp, which JP Morgan believes still has
strong growth potential in front of it. It’s just that the
share price has run up so fast, closing the gap with
the (now revised higher) price target, and even
moving above it. The stockbroker saw a strong
interim result, but also notes management has left
guidance for FY15 unchanged.

Tap Oil (TAP) was downgraded to Sell from
Neutral by UBS. After downgrading the stock last
month on the back of lower oil price forecasts, UBS
has reduced its valuation again, noting that low oil
prices could not have come at a worse time for the
company. The broker has also removed any valuation
for the company’s exploration assets, considering it
will be difficult to achieve fair value for these assets in
this market.
Earnings Forecast

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 – interim reporting season
by Staff Reporter
The general consensus is for a subdued interim
reporting season but companies that have a large
chunk of their earnings in US dollars could surprise
on the upside and Macquarie Group’s recent
upgrading should hopefully be a sign of things to
come.

– News Corp (NWS)
Consensus price target: $21.96
Sentiment indicator: 0.6
Source: FN Arena (which tabulates the views of eight
major brokers). * 1 is the highest sentiment indicator
and -1 is the lowest rating.

Tuesday February 3
– Navitas (NVT)
Consensus price target: $5.35
Sentiment indicator* (1 is the highest and -1 is the
lowest): 0.2

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.

- REA Group (REA)
Consensus price target: $50.15
Sentiment indicator: 0.5
Wednesday February 4
– Echo Entertainment (EGP)
Consensus price target: $4.00
Sentiment indicator: 0.3
Thursday February 5
– Tabcorp Holdings (TAH)
Consensus price target: $3.93
Sentiment indicator: 0.1
- National Australia Bank (NAB)
Consensus price target: $35.93
Sentiment indicator: 0.4
- Downer EDI
Consensus price target: $4.68
Sentiment indicator: 0.3
- FlexiGroup (FXL)
Consensus price target: $4.04
Sentiment indicator: 0.8
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A sound start for property
by Staff Reporter
It’s been a solid start to the year for the housing
market, according to research house RP Data.
Sydney and Melbourne experienced the strongest
gains during the first month of 2015, with changes in
dwelling values of 1.4% and 2.7% respectively.
Across the combined capitals, there was a monthly
change of 1.3%.

RP Data notes however, that it’s the quarterly
changes in dwelling values that give a much better
indication of how the market is fairing, and during this
period, Adelaide and Perth experienced gains of
0.3% and 2.2% respectively. The combined capital
cities recorded a 1.9% gain.
The best performing capital city during the quarter
was Hobart, with an increase of 4.4%.
But it’s Sydney that takes the cake when it comes to
year-on-year changes, with dwelling values a
whopping 13.0% higher. This also means that Sydney
takes out the most expensive city, with median
dwelling values sitting at $723,000. Melbourne has
the second highest rate of capital gains over the past
12 months at 7.0%, and a median dwelling price of
$561,000.

The first auction clearance report for the year
revealed clearance rates of under 70% for all major
cities, with Sydney coming in at 66.7%, Melbourne at
67.3% and Adelaide at 56.3%.

So will the market continue to ramp up in 2015?
RP Data’s head of research Tim Lawless says we
probably won’t see the same capital gains results as
last year.
“In a sign that housing market conditions are
gradually cooling, the rolling annual rate of capital
gain has been trending lower. At the end of January
the annual rate of dwelling value growth across the
combined capitals index had slowed to 8%, down
from the early 2014 peak of 11.5%.”

Understandably for the first week back, the number of
auctions in the capital cities has been low, with only
56 cleared auctions in Sydney out of 84 auction
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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Did you know?
What's behind the oil price slump? I explain the reasons and how you could play it to your advantage.
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