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No bull
The bull market of the 1920s registered a 500% gain. With our market not even up 100% since the
GFC, I reckon there's quite a bit of steam left for 2015. No bull!
But Paul Rickard today does suggest that you might want to rebalance your banks back to index
weight as they have done exceedingly well over the past three years - beating the broader market by
10% a year. James Dunn has a line up of companies reporting this week and in Shortlisted, we explain
why, in general, profit taking is probably not a good idea right now.
To answer a question we get quite a bit here at SSR, we surveyed all our experts to find out what their
favourite finance apps are - you can find out the results in our story today. And in Buy, Sell, Hold what the brokers say, while there are plenty of downgrades, Computershare and Virgin get upgrades.
Sincerely,

Peter Switzer
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How long will this bull market last?
by Peter Switzer
Two interesting observations from Nobel
Prize-winning economist Robert Shiller from Harvard
made me want to ponder how long this bull market
could go on for.
Talking to CNBC, he warned people to save more
because returns aren’t going to be great in the future
and they certainly won’t be at levels we have
become used to. That has relevance for us, as
interest rates fall and the dividend yield on our most
loved stocks — the banks, Telstra, etc — shrink as we
bid up their share prices.
This time is different!
Even more worrying, Shiller says the cyclically
adjusted price-earnings ratio is “higher than ever
before, except for the times around 1929, 2000, and
2008, all major market peaks.” This measure looks at
the market current P/E and compares it to the
previous 10 years and has had a good record. But in
all of those times mentioned, we did not have interest
rates so low and central banks doing what they are
doing now.
We are in a post-we-nearly-had-a-depression time
period and so, even though I hate saying it, this time
it’s different! And I say this because times are crazy
and central bank action proves it, as does the level of
interest rates.
I think there will be a crash but it will be in the bond
market first and it will be if, and when, QE works and
Europe starts to grow, Japan starts to grow, China
grows OK and the USA keeps recovering. It will mean
global growth is on the rise, inflation will start to be
expected and interest rates will start to head up.
All of those holding low yield bonds will try to sell
them and bond prices will crash.

Our best hope is that the above happens as it will
mean that central banks have won, economies are
heading back to normalcy and then some years later
the stock market will fall over. That’s my perfect story
of the future but how realistic is it?
A real outcome
I note Shiller’s points about 1929, 2000 and 2008 but
these were the ends of economic booms, interest
rates were rising and confidence was elevated. The
opposite is the case now, except in the USA, but
even there the confidence levels are not high enough
to get the Fed to increase interest rates. I think we
are in a stretched out slow-growing bull market and
that’s why I am confident that we won’t see a market
slump this year. We could see a correction, but not a
crash, unless something odd and hard to see comes
along.
Let’s look at some important issues linked to the bull
market to work out just how long we have got in the
green and out of the red.
I sometimes look for odd facts to either confirm or
deny my optimism and the prediction from PwC and
the Economist Intelligence Unit (EIU) that China will
surpass the United States as the world’s largest
retail market within the next three years I see as a
plus for world growth and stocks.
Furthermore, China has 19% of the world’s
population and McKinsey says that by 2022 some
75% of the mainland residents will be classified as
middle class, compared with just 4% in 2012! That’s
huge.
Also, there are other Asian countries growing and
their residents seem to love shopping and taking
photos with the same gusto as our Chinese friends.
Aspirational people drive economies and stock
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markets, so I love this Asian expansion and middle
classification story.

places like Europe, Japan and China, while the US
keeps growing over 3% then this bull market runs into
2016.

The facts
The expansion of the Asian middle class sets the
scene for believing stocks can go up for awhile but
let’s get some bull market facts:
The average bull market goes on for about
three and a half years and our one started in
March 2009, so it’s long in the tooth
Using the Dow, since 1897 there have been
23 bull markets and only three have been
longer than this one
The longest went for eight years during the
Roaring 20s
While the Dow has passed its previous
all-time high, our market is still about 900
points short of it
After the 1990 recession, the market went up
nearly 300% before it dived
The Dow is up about 173% since March 2009, so the
Yanks have some climbing room.
This link to a recession in 1990 and a big market
comeback has nice parallels for this market as the
Yanks called their recession the Great Recession and
so we just might get a Great Bull Market.

And if the improvement extends into next year then I
think my concern for stocks will be 2017. I will be
wary across 2016 but I’m confident about 2015.
Before signing off take note of this little piece of
history. The US bull market of the 1920s registered a
gain of almost 500% and of course ended in the
Great Depression! Our market is not even up 100%
yet and because of the world’s central banks keeping
interest rates so low, it looks a safe bet to keep on
believing in this bull market.
Finally, I loved the news out of Germany and Europe
generally on Saturday morning, which bears
repeating. “The euro zone economy grew by 0.3% in
the December quarter with the German economy
growing by 0.7%, both above forecasts, especially
German growth. The FTSEurofirst index rose by 0.6%
with the German Dax up by 0.4% to record highs and
the UK FTSE rose by 0.7%.” (CommSec).
And I loved the spike in mining shares in London with
BHP Billiton up by 5% while Rio Tinto gained 3.7%. A
better global economy will help mining shares and
underpin rising stocks generally.
All of this is good news for bulls and that’s no bull!

On the good side, the less excited Wall Street we’ve
seen recently is an OK thing for optimists as bull
markets often have big rallies ahead of a collapse.
At the same time, charts often warn we should be
worried but now most chartists I have talked to are
positive on our market in particular.

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.

Signs from the times
I think the Yanks are taking a breather waiting for the
economy and companies to catch up to the strong
stock buying we saw in the USA in 2014.
The economy there has some conflicting signals but
its job creation is a solid positive that helps my
optimism.
If 2015 can bring gradual economic improvement in
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Time to lighten bank holdings
by Paul Rickard
Key points
The financial sector has returned 24.52% per
annum over the past three years,
outperforming the broader market by 10% per
annum.
This could make now the time to move to
index weight, which would mean your
exposure to stocks in the financial sector
would be 41% of your total share portfolio.
Lighten by not buying any more or getting out
of dividend reinvestment plans. If you are
greatly overweight, consider selling.
The SMSF army has enjoyed a remarkable return
from investing in Australia’s banks. Not only have
banks led the market higher in 2015, with the financial
index up 10.51% compared to the broader market’s
8.70%, the performance over the last three years is
staggering.
While the broader market has averaged gains of
14.48% over the last three years ending 30 January,
the financial sector has returned 24.52% per annum.
An outperformance of over 10% per annum – no
wonder so many SMSF trustees are overweight the
banks!
While I have been a huge fan of bank shares, I think it
is now time to lighten your holdings and move to
index weight. This doesn’t mean sell all your bank
shares – but rather, just ease back a touch and move
to a more normal position.
What’s a normal position? Well, if you are an index
hugger, this means that your exposure to stocks in
the financial sector would be 41% of your total share
portfolio. Of this 41%, the four major banks make up

31% – with AMP, Macquarie, Challenger and the
regional banks accounting for the remaining 10%. So,
if your exposure to the four major banks is around
30% to 40% of your share portfolio, then you are
around index weight.
Why index-weight?
Firstly and most importantly, it is inevitable that the
banks will need to increase their capital base. David
Murray’s Financial Systems’ Inquiry Report hasn’t
gone away. Rather, we are in the period where the
Government is considering feedback (due by 31
March), consulting with APRA and then deliberating
on the recommendations. While this process may run
for some months, the Government will eventually
come down on the side of the Inquiry.
It is absolutely inconceivable that a Treasurer or
APRA chair could chose to ignore these
recommendations.
Banks will probably be given an extended timeframe
to reach the new capital target, so it is not as though
the market is going to be immediately flooded with
dilutive capital issues. However, higher capital targets
will eventually mean lower EPS (earnings per share),
and this will act as a drag on bank share prices.
A clue to the banks’ thinking was revealed by the
Commonwealth Bank last week, which chose not to
neutralize their dividend re-investment plan by buying
the shares back on market. In February last year,
CBA went down the same route and copped such a
hiding from the analysts, it reversed its position for
the dividend paid in October. Hardly a squeak this
time.
NAB has also gone down this path, and has further
re-invigorated its DRP with shares now offered at a
1.5% discount and no cap on the participation level.
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Secondly, the lower Australian dollar will eventually
be a positive for a number of other stocks, cyclicals in
particular, and if this market keeps moving higher, my
sense is that the major banks will start to lag. Also,
you want to be lightening when others are still buying.
So, why not go below index-weight and be
underweight bank shares? I think the risk reward
equation doesn’t yet stack up. It looks like we will
see one more interest rate cut, and if the economy
remains stagnant and the Government pre-occupied
with leadership squabbles, a second or third cut may
come onto the agenda. In these circumstances,
further yield compression will drive bank share prices
higher – yields of 4.25% to 4.5% could start to look
attractive.
How to lighten
The easiest way to lighten is not to buy any more,
and let the percentage weight of bank shares fall as
the portfolio grows.
So, exit all your bank dividend reinvestment plans
(CBA shareholders can still make this change for the
forthcoming $1.98 interim dividend).
If you can deal with any capital gains tax issues
(remember, this won’t affect a fund in pension, and in
accumulation, the tax rate for holdings held for more
than 12 months is only 10%), then take advantage of
the rally and sell some of your bank shares.

So, which bank will outperform, or in regard to the
question above, underperform from here?
The brokers
Let’s start with the brokers.
To be honest, I have zero confidence in the broker
bank analysts. As a group, they have been horribly,
horribly wrong about the major banks. If you had
listened to them, you would have been short
Commonwealth Bank and long National Australia
Bank for the last decade – and lost thousands!
However, maybe they will get it right one day...
Listed below are the consensus broker ratings from
FN Arena. With sentiment measured on a scale of
-1.0 (most negative) to +1.0 (most positive), NAB is
the most favoured and CBA is the least favoured. On
forward multiples, CBA is trading at multiple of 16.7
times earnings – an effective premium of almost 25%
to the ANZ.

Which bank to sell?
I have reviewed the major bank shares three times
over the last nine months. On 19 May, I ranked the
banks in the following order: 1. CBA, 2. Westpac, 3.
ANZ and 4. NAB. I reviewed this again in August, and
made one minor change, I switched ANZ and NAB
around, elevating NAB to third place. In November, I
kept the ranking the same, although noting the
differences were at the margins.
Nine months has passed since my first ranking, and
despite being the most expensive stock on a PE
basis, CBA is the clear outperformer (see table
below). NAB has jumped into second place, while
ANZ is the laggard.

Source: FN Arena as at 13/2/15. Sentiment scale
(-1.0 to +1.0)
My view
I see no reason not to continue to back the
Commonwealth. While 16.7 times is a heady multiple,
their half-year result was outstanding. Best
capitalised, best return on equity, market leading cost
to income ratios and positive jaws – underlying
revenue growth of 6% in the half year, underlying
expense growth of just 3%.
NAB is a recovery story and the new CEO, Andrew
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Thorburn, is making all the right noises. While the
quarterly trading update was a little disappointing, the
higher yield and lower PE multiple make it hard to
anoint NAB as the bank to sell.
ANZ and Westpac will provide trading updates in the
next two weeks, so with this caveat, I am inclined to
rank these two at the bottom. Westpac has just
appointed a new CEO, while ANZ is likely to start a
search soon to replace Mike Smith. With the weakest
capital ratio, a reluctance to invest in core banking
technology and challenges with their Asian
investments, it is no surprise that ANZ is now the
cheapest bank on a PE basis.
That’s also the way I see it – so if you need to
lighten, sell ANZ, with Westpac a close second.
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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Earning season so far so good
by James Dunn
Key points
20% of companies have reported so far,
accounting for 42% of market value, with
around 80 companies to report this week.
76% of companies have seen profits rise from
a year ago, while 60% of results so far have
beaten expectations.
Big companies to report this week include
AMP, Wesfarmers and Woodside Petroleum.

With earnings growth expectations for the full
2014-15 financial year flat at best, the first half of the
year has actually generated some creditable results.
Oliver says a healthy 76% of companies have seen
profits rise from a year ago, while 60% of results so
far have beaten expectations – against a ‘norm’ for
the local market of 45%. Just over half of companies
(54%) have seen their share price outperform the day
results were released.

The December 2014 profit-reporting season gets
busy this week, with about 80 companies scheduled
to report. About 20% of companies have reported so
far, accounting for about 42% of the market by value.
Dividends have been the story of the reporting
season so far, with 73% of companies lifting their
dividends, according to Shane Oliver, head of
investment strategy and chief economist at AMP
Capital.
The focus on dividends comes as the latest Global
Dividend Index from Henderson Global Investors
reveals that the value of shareholder payouts globally
grew by more than 10% in 2014, to a record US$1.17
trillion ($1.5 trillion), with Australia being the largest
contributor to the Asia-Pacific region, despite a
weaker Australian dollar eroding the Australian
contribution.
The Asia-Pacific dividend payouts rose by 2.9% in
2014, to US$115.6 billion ($148.6 billion), with
Australia’s contribution accounting for almost half of
that figure.
Globally, the dividend torrent has grown by nearly
60% since 2009, says Henderson Global Investors.

Other key themes so far – none too surprising – have
been weakness among resources shares (on falling
commodity prices) and mining services companies
(on falling mining investment), continued strength for
the banks, ongoing focus on cost control and the solid
growth in dividends.
Fund manager Perpetual says small-cap stocks have
performed better than large-caps, with the former
recording average out-performance of 2.5%, versus
0.2% for the large caps. But even when companies
are managing to beat expectations on earnings
growth, says Matthew Sherwood, head of investment
research at Perpetual, they are struggling to match
consensus forecasts on dividend growth, resulting in
the kind of negative share price performance on the

07

day of reporting, as seen in CSL and Telstra last
week.
Among the market heavyweights to report this week
are Woodside Petroleum, which reports full-year 2014
results on Wednesday, and Wesfarmers, which
brings out half-year results on Thursday. According to
FN Arena, market consensus expects Woodside to lift
earnings per share (EPS) in 2014 by just under 50%
to 318.6 cents a share (Woodside reports in US$)
and double its dividend to 257.4 cents a share.
AMP also reports full-year results on Thursday.
Market consensus expects EPS of 34.2 cents a
share, up 47%, and a full-year dividend of 26.2 cents
a share, a 14% lift on the 23 cents paid in 2013.
Broking firm Citi expects Wesfarmers to post interim
net profit after tax (NPAT) of $1.3 billion, down slightly
on the $1.43 billion recorded a year ago, but lift its
first-half payout to 95 cents a share, from 85 cents a
share in the December 2013 half.
Here are Citi’s expectations for the companies
reporting this week (stocks in italics are not covered
by the firm.)

Iluka Resources (ILU) – Final NPAT $4 million,
full-year dividend 10 cents a share (versus 9 cents a
share 2H13)
InvoCare (IVC) – Final NPAT $46 million, full-year
dividend 40 cents a share (versus 35 cents a share
2013)
Monadelphous (MND) – NPAT $61 million, interim
dividend 46 cents a share (versus 60 cents a share
1H14), potential negative surprise
Pacific Brands (PBG) – NPAT $21 million, no interim
dividend (versus 2 cents a share 1H14), potential
negative surprise
Seek (SEK) – NPAT $92 million, interim dividend 18
cents a share (versus 14 cents a share 1H14),
potential positive surprise
Sonic Healthcare (SHL) – NPAT $196 million, interim
dividend 29 cents a share (versus 27 cents a share
1H14)
The Reject Shop (TRS)
Wednesday 18 February

Tuesday 17 February
Asciano (AIO) – NPAT $2013 million, interim dividend
9 cents a share (versus 5.75 cents a share 1H14),
potential positive surprise
Amcor (AMC) – NPAT $315 million, interim dividend
19 cents a share (versus 19.5 cents a share 1H14)
Challenger (CGF) – NPAT $129 million, interim
dividend 14 cents a share (versus 12.5 cents a share
1H14)
Coca-Cola Amatil (CCL) – Final NPAT $368 million,
final dividend 40 cents a share (versus 32 cents a
share 2H13)

Arrium (ARI) – net loss $74 million, no dividend
(versus 6 cents a share 1H14)
Bega Cheese (BGA)
Carsales.com (CRZ) – NPAT $55 million, interim
dividend 19 cents a share (versus 14.7 cents a share
1H14)
Dexus Property Group (DXS) – NPAT $286 million,
interim dividend 20 cents a share (versus 3.07 cents
a share in 1H14)
Fletcher Building (FBU) – NPAT NZ$211 million, no
dividend (versus 18 NZ cents a share for 1H14),
potential positive surprise

Dick Smith Holdings (DSH)
Fortescue Metals Group (FMG) – NPAT US$396
million, interim dividend 4 Aust. cents a share (versus
10 Aust. cents a share 1H14)

Insurance Australia (IAG) – NPAT $629 million,
interim dividend 14 cents a share (versus 13 cents a
share 1H14)
Macmahon Holdings (MAH)
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Mount Gibson Iron (MGX) – net loss $58 million, no
dividend (no dividend 1H14)
Primary Health Care (PRY) – NPAT $61 million,
interim dividend 10 cents a share (versus 9 cents a
share 1H14)
Recall Holdings (REC) – NPAT US$43 million, interim
dividend 8 cents a share (was demerged from
Brambles in December 2013)
Seven West Media (SWM) – NPAT $133 million,
interim dividend 6 cents a share (versus 6 cents a
share 1H14), potential negative surprise
Toll Holdings (TOL) – NPAT $166 million, interim
dividend 14 cents a share (versus 13 cents a share
1H14), potential negative surprise
Western Areas (WSA) – NPAT $35 million, interim
dividend 5 cents a share (versus 1 cent a share
1H14)

PanAust (PNA) – Full-year NPAT US$32 million,
full-year dividend 10 cents a share (versus 6 cents a
share 2013)
RCR Tomlinson (RCR)
Sandfire Resources (SFR) – NPAT $78 million, no
dividend (no dividend 1H14)
Super Retail (SUL) – NPAT $59 million, interim
dividend 19 cents a share (versus 18.5 cents a share
1H14)
Tatts Group (TTS) – NPAT $149 million, interim
dividend 9 cents a share (versus 8 cents a share
1H14)
Virgin Australia (VAH) – NPAT nil, no dividend (no
dividend 1H14)
Webjet (WEB)
Friday 20 February

Thursday 19 February
Charter Hall Retail REIT (CQR) – NPAT $54 million,
interim dividend 14 cents a share (versus 13.65 cents
a share 1H14)

Adelaide Brighton (ABC) – Full-year NPAT $157
million, full-year dividend 17 cents a share (versus
19.5 cents a share 2013)
DUET Group (DUE)

Crown Resorts (CWN) – NPAT $288 million, interim
dividend 18 cents a share (versus 18 cents a share
1H14)

James Hardie (JHX)

Drillsearch Energy (DLS)

Leighton (LEI) – Full-year NPAT $592 million,
full-year dividend $1.07 a share (versus $1.05 a
share 2013)

Fairfax Media (FXJ) – NPAT $83 million, interim
dividend 2 cents a share (versus 2 cents a share
1H14), potential negative surprise

Medibank Private (MPL)

Federation Centres (FDC) – NPAT $128 million,
interim dividend 8 cents a share (versus 7.5 cents a
share 1H14)

Santos (STO) – Full-year NPAT $491 million, full-year
dividend 40 cents a share (versus 30 cents a share
2013), potential negative surprise
STW Communications (SGN)

iiNet (IIN) – NPAT $46 million, interim dividend 12
cents a share (versus 9 cents a share 1H14),
potential negative surprise
Origin Energy (ORG) – NPAT $393 million, interim
dividend 25 cents a share (versus 25 cents a share
1H14)

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 – high conviction stock picks
by Penny Pryor
In his article last week Charlie Aitken answered the
question that a lot of us here at the Switzer Super
Report have been getting lately and that is – Is it time
to take profits?
While Paul Rickard explains today why it could be a
good time to consider rebalancing your bank
allocations back to index weight if they have snuck
considerably higher, overall the factors supporting
ongoing growth in the stock market aren’t going
away in a hurry.
With interest rates so low – and expected to go lower
– one of the best places for cash looking for income
right now is probably the stock market. And on
Saturday, Peter drew our attention to the following
positive numbers coming out of the December quarter
retail sales data.
Electrical, electronic and gas goods retailing
was up 10.6% over the quarter and the
strongest result in 14 years;
Footwear and other personal accessory
retailing were up 5.9% over the quarter, the
strongest result in two years; and
Liquor retailing was up 2.6%, the strongest
result in three years.
Those numbers augur well for those sectors, which
should start to show a bit more growth. US
dollar-exposed companies should continue to do well
as our dollar goes lower, and the US dollar higher.
To reiterate Charlie’s US-dollar high conviction picks,
he likes:
Westfield Corporation (WFD)
Servcorp (SRV)
CSL (CSL)
Resmed (RMD)
Brambles (BXB)

Macquarie Group (MQG)
Mesoblast (MSB)
Treasury Wine Estates (TWE)
Platinum Asset Management (PTM)
Magellan Financial Group (MFG).
(In the banks, ANZ (ANZ) generates the greatest
proportion of US dollar earnings)
His preferred picks for non-bank dividend growth are:
AMP (AMP)
APA Group (APA)
ASX (ASX),
Challenger (CGF)
Goodman Group (GMG)
GPT (GPT)
IAG (IAG)
IOOF (IFL)
Medibank Private (MPL)
Perpetual (PPT)
Transurban (TCL)
Suncorp (SUN)
Tabcorp (TAH)
Telstra (TLS)
Wesfarmers (WES)
So as long as it looks like the next move in interest
rates is down – with more people expecting a 1 in
front of the cash rate at some point this year – the
hunt for yield will continue to support those
companies.
Peter has also recently joined the rate cut camp, so
don’t expect him to be taking profits anytime soon.
Important: This content has been prepared without
taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.
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Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
The early innings for the local reporting season have
thus far offered more upside surprises than negative
disappointments, which could be taken as a good
omen for the rest of the month. Certainly investors
have shown little hesitance in buying up share prices
in February, in particular when the surprise is linked
to dividends.
Resources companies continue to dominate the
negative side for earnings forecasts, while the
positive side offers a multi-coloured mix combining
the likes of Senex Energy with BWP Trust, Qantas
and Cochlear. Too early still to draw definitive
conclusions, but investors should have a much better
idea before the end of this week.
In the good books
Ansell (ANN) was upgraded to Outperform from
Underperform by Macquarie. Interim results beat
expectations, including the dividend and this seems
to have turned sentiment around at Macquarie.
Ansell’s current momentum is driven by its single use
division, with the analysts pointing out organic growth
for medical, sexual wellness and industrial divisions
remains rather slow. The company looks well placed
to achieve guidance and acquisitions might be back
on the agenda too. See also ANN downgrade.

Boral (BLD) was upgraded to Outperform from
Neutral by Credit Suisse. Credit Suisse observes a
number of emerging catalysts, such as significant
cost reductions and the emerging NSW/QLD
infrastructure cycle, which warrant a switch in
favouring Boral as opposed to James Hardie (JHX).
Computershare (CPU) was upgraded to Buy from
Neutral by UBS. First half results were broadly in line
with UBS. Cost performance was solid while revenue
was soft. The company expects FY15 to be modestly
higher, in line with UBS expectations. The broker
notes, despite FX valuation support, the stock has
de-rated significantly since its FY14 result. The
valuation is now considered relatively attractive.
CSL (CSL) was upgraded to Buy from Hold by
Deutsche Bank. First half results were below the
broker’s forecast. While the decision to reduce
guidance was a shock, Deutsche Bank believes the
company is still one of the best-positioned players in
a robust industry. Deutsche Bank reduces estimates
to reflect a period of more subdued growth but the
rating is upgraded to Buy from Hold given the upside
to target which is revised down to $90 from $92.
Nib Holdings (NHF) was upgraded to Neutral from
Sell by Citi. Citi believes the contract announced with
the Saudi Arabian Cultural Attache is no less than
“transformational” for nib’s international students’
business, more than tripling the size of
nib’s international students’ health insurance
business. Estimates have been lifted, but from FY16
onwards. The benefit comes through higher margins
rather than through additional revenues.
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Virgin Australia (VAH) was upgraded to Neutral
from Sell by Citi. Preliminary indications are that the
performance/turnaround in Q2 has been much
stronger than expected. And that’s before the full
impact from lower oil prices will have been felt. Citi
suggests management is speeding up its cost
savings and this is seen as a clear positive. The
company is scheduled to report interim results on Feb
19 and the analysts are awaiting further details.
Estimates have been increased.
In the not-so-good books
Ansell (ANN) was downgraded to Sell from
Neutral by Citi, to Underperform from Neutral by
Credit Suisse and to Hold from Buy by Deutsche
Bank. Growth was largely from acquisitions and it
appears to Citi that initiatives taken in FY13 and FY14
to improve growth organically have not delivered the
desired outcome. Credit Suisse notes the improved
underlying performance and expects that over time,
the launch of new products should deliver growth but
foreign exchange remains a headwind. Deutsche
Bank notes sales were patchy and suspects this
lacklustre organic growth will remain the norm. See
also ANN upgrade.

AGL (AGL) was downgraded to Neutral from
Outperform by Macquarie. FY15 guidance was
reiterated and management highlighted intense retail
competition and soft electricity demand, confirming
the broker’s flat earnings outlook. AGL’s New
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Energy initiatives are a good move to stave off
competition from the likes of batteries and solar and
second tier industry players, but won’t provide
benefits until FY17.
Domino’s Pizza (DMP) was downgraded to
Underperform from Neutral by Credit Suisse and
to Hold from Buy by Deutsche Bank. First half
results exceeded expectations. The broker has
upgraded forecasts but, as the valuation still does not
come close to the current share price, downgrades
the recommendation to Underperform from Neutral.
First half results were better than expected and
Deutsche Bank observes the company continues to
deliver exceptional operating results in key markets.
Earnings forecasts are upgraded 5-7% but, with the
stock trading on price/earnings of 43 times, the broker
considers the positive outlook is reflected in the price.
James Hardie (JHX) was downgraded to Neutral
from Outperform by Credit Suisse. Credit Suisse
envisages limited upside from the prevailing share
price with the stock reflecting fair value. James
Hardie continues to perform well amidst challenging
macro conditions but the broker considers earnings
risk is growing towards the end of 2015 and into
2016.
Leighton Holdings (LEI) was downgraded to Sell
from Neutral by Citi. Leighton’s fresh guidance
implies lower revenues and no significant
improvement in margins. There is a risk of falling into
a funding hole between the completion of resource
sector projects and the start of infrastructure projects.
Mirvac (MGR) was downgraded to Neutral from
Buy by Citi and to Neutral from Outperform by
Credit Suisse. The company is well positioned to
take advantage of strength in residential markets, Citi
suggests, but it’s all in the price. On share price
outperformance, the broker downgrades to Neutral.
Credit Suisse was disappointed by the guidance
which seemed a bit tepid given strong momentum in
residential.

Origin Energy (ORG) was downgraded to Neutral
from Buy by Citi. Citi’s desk of commodity
specialists has taken a negative view on oil prices,
short term, and a cautious view beyond the next few
months, warning investors there is a real chance oil
prices might be in for an extended “lower for longer”
era.
Rio Tinto (RIO) was downgraded to Neutral from
Outperform by Macquarie. No one much cares
about Rio’s result per se, which was in line with the
broker’s forecast, it’s all about the fact management
delivered on capital management as promised with
an announced US$2 billion share buyback, and
furthermore increased cash flow allowed for a better
than expected 6% jump in the progressive dividend.
Now the genie’s out of the bottle, attention turns
back to iron ore prices. The broker has lifted its target
to $63 from $60 but downgraded to Neutral on a less
than encouraging iron ore price outlook.
Telstra (TLS) was downgraded to Hold from Add
by Morgans. First half results were above forecasts
with operating performance strong across the board.
That said, given the strong run up in the share price,
Morgans downgrades to Hold from Add.
Toll Holdings (TOL) was downgraded to Sell from
Neutral by Citi. In a general preview on upcoming
financial results for the transport sector, Citi analysts
suggest most profit gains will have been made on the
back of cost cutting exercises while the December
period in general is seen as still a tough one for the
industry overall. Toll Holdings is expected to retain
guidance following asset sale benefits, but Citi
analysts also expect the 1H15 results to highlight
ongoing pressures to the core businesses.
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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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The best finance apps – what the experts say
by Staff Reporter
We’ve had a few subscribers ask us what our
favourite finance apps are here at the Switzer Super
Report. And with millions of people across the globe
now owning a smart phone, it’s no surprise that
there’s growing popularity for finance apps that allow
investors to trade, monitor their portfolio’s stocks,
and keep up with the latest market news.
You’ve probably all heard of an “app” before, but for
those who haven’t, it’s short for application – a
software program designed for those nifty smart
phones and tablets we all use. They’re easy to use,
and better still, many of them are free to download.
Here’s a list of the financial apps that our experts
love.

While it might not come as a surprise that
CommSec’s chief economist Craig James gave his
endorsement for the app, experts’ Lance Lai, Paul
Rickard and Ron Bewley also gave it the thumbs up.
“I exclusively use CommSec (free) for actual quotes
and trading – I’ve never used anything else and it
seems pretty good. I also use CommSec IRESS
which is an add-on at $82.50 a month, unless there is
sufficient trading activity,” says Bewley.
The quality of CommSec’s app may be put down to a
commitment from CommBank to invest heavily in
technology. Paul Rickard says that
CommBank’s early investment in technology, like
digital applications, is one of the reasons CommBank
remains so far ahead of the other banks.
Another highly recommended app for market quotes
was Bloomberg.
“Bloomberg is truly amazing. Tonnes of information
and free on my phone and iPad,” says David
Buckland of Montgomery Investment.

CommSec and Bloomberg
The CommSec app was a clear winner, and the only
app recommended for trading, as well as market
quotes.

Many of our experts are long-term investors rather
than active traders, and that explains why only one
app mentioned – CommSec – allows you to purchase
and sell shares on your mobile device. Regardless of
your investment style, these apps are beneficial to
every investor because you can keep an eye on the
day-to-day performance of the shares in your
portfolio, wherever you are.
You can also create a personalised ‘watchlists’ for
those stocks you like to monitor at a glance.
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Commsec app
Here’s a rundown of some of the features that our
recommended finance apps offer;
Bloomberg app
Breaking business and finance news
Ability to filter news based on categories
Stock quotes and company specific news
Portfolio tracking tools to view day-to-day
performance
Video interviews/market reports
Personalised watch-lists to view at a glance
Interactive charts
The option to turn on “push notifications’’ so
you can receive breaking news alerts and
company announcements

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 buyers find their true love
by Staff Reporter
Valentine’s Day may have encouraged buyers to
seek out their beloved home over the weekend, with
the national clearance rate lifting to 70%, compared
to 67.3% the previous week.

Capital city private treaty median prices

Research house CoreLogic RP Data says the market
has performed on trend this week and that results
between now and the Labour Day long weekend in
early March should tell us how the auction market is
set to perform in 2015.
Weekly clearance rate, combined capital cities
What will a record low cash rate mean for
property?
Head of research at CoreLogic RP Data, Tim
Lawless, says that the recent interest rate cut from
2.50% to 2.25% shouldn’t result in property prices
getting too out of control.
Sydney’s clearance rate was the strongest at the
weekend, with 77.9% of all captured auction results
cleared, compared to 80.6% the previous week. RP
Data says Sydney market results don’t appear to be
showing any signs of slowing up, following a stellar
performance in 2014.
Melbourne’s clearance rate improved on last week’s
at 67.4%, up from 66.3%.
For those houses sold at private treaty, Sydney’s
median price stands at $690,000, while Melbourne’s
median house is $480,000. Across the combined
capitals, the median house price is $542,338. These
results are calculated by RP Data over the most
recent four-week period.

Lawless says that there are many other factors
working to moderate the stimulus of lower rates.
“Lower consumer confidence, stricter serviceability
requirements for borrowers, tighter lending conditions
for investors, affordability challenges and low rental
yields are all factors that may contribute to the
ongoing moderation in housing market conditions
over 2015.”
He says the ideal result, in the Reserve Bank’s eyes,
is that housing conditions will pull back to more
sustainable levels, while we continue to see enough
demand so that dwelling construction, along with new
home sales, remains at reasonable levels.
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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