Issue 366, 23 February, 2015

For whom the bell Tolls
If you’d followed our Switzer Super Report income portfolio you would have been very happy last week
as Toll Holdings was in there. But it also begs the question – what will be the next target. I offer some
suggestions about that today.
Also in the Switzer Super Report today, Paul Rickard wraps up the best bank accounts and term
deposits on offer. The RBA gave some indication last week that rates may not be cut as soon as we
thought so you might get a good deal in a TD.
For all the chartists out there, Gary Stone has got a great analysis of why the recent breakthrough by
the ASX/S&P 200 was so important and Penny Pryor has some important news from the regulators at
the recent SMSF Association conference in Shortlisted.
Sincerely,

Peter Switzer
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The lessons from Toll for investors
by Peter Switzer
One of my colleagues in our editorial meeting
suggested that I look at what our subscribers should
do with their Toll winnings. I returned fire with: “Just
because Paul Rickard had Toll in his recommended
portfolio, didn’t mean we all were long Toll!”
But it got me thinking about how all of us should
invest.
The five-year chart below shows why a lot of
investors were sick of Toll — it was a disappointing
performer.

portfolio — his brilliant knowledge of companies and
when they might come good, aside.
It was only going to start edging up when the local
economy picked up and for that matter, when Asia as
an economic region started to show stronger growth
signs. Toll is leveraged to the economic cycles in
many countries just north of us.
As our dollar falls, other companies will look cheaper
for overseas buyers.
Tom Elliott of Beulah Capital, says Transurban is still
a potential takeover possibility after a Canadian
pension fund chased it a while ago. Phillip Capital’s
Michael Heffernan is another Transurban fan.
The SSR portfolio
We have our own takeover expert. Tony
Featherstone has put together a potential takeover
portfolio for us, which he regularly updates, and his
portfolio includes the following.

Of course the only good news story on this chart was
the spike from $6 to just under $9 when Japan Post
came into town!
The upside
I have been asking guest after guest on my TV show
when would a company such as Toll play catch up?
Toll is an industrial outfit linked to the comeback of
the economy or business cycle and most virtually said
“one day but not soon!”
For anyone trying to put together a portfolio of stocks
that was diversified and had exposure to all sectors, it
was highly likely that you would have had Toll in
there. That’s why Paul had opted for the stock in his

NIB Holdings (NHF);
iiNet (IIN);
Reckon (RKN);
Automotive Holdings Group (AHE);
Monash IVF Group (MVF);
Vision Eye Institute (VEI);
Australian Agricultural Company (AAC);
Reva Medical (RVA);
Ten Network Holdings (TEN);
AWE Limited (AWE);
Santos (STO);
Nearmap (NEA);
iSelect (ISU);
OnTheHouse Holdings (OTH);
OxForex Group (OFX);
and Ensogo, formally iBuy Group (E88).
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You can read more about our portfolio here.
Flight Centre
I asked Heffernan about some companies that could
soon benefit from a catch up phase after we all
chased yield stocks and this is what he came up with:
Treasury Group, Wesfarmers, ASX and Qantas. He
especially singled out Flight Centre.

I am long an ETF for the S&P/ASX 200, which gives
me diversity and exposure to smaller companies. I
think the dividend chasers will keep bank stocks
rising, albeit more slowly. BHP and Rio I think will
keep creeping up, Telstra will bust $7 and the catch
up companies will, with the above stock moves, push
our index up.
We have probably two years where the catch up
companies will get some market attention and by then
rising interest rates and other issues could see me
turn bearish.
But for 2015, I am chasing catch up companies,
though it will be with a small proportion of my overall
super money. The core remains in diversified index
payers, which I have been buying since March 2009.
That’s my strategy and I’m sticking to it.

The company put a profit warning in December but
again the story of this company brings me back to the
lesson from Toll. You see some companies you just
have to stick to when the history has been OK, the
management has done well over time and when
they’re run by a leader like Graham “Screw” Turner,
who can never be underestimated.

Important: This content has been prepared without
taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.

I don’t hold the stock but I am toying with it. The
bounce on the chart would be a positive sign for
chartists and I think a company such as Flight Centre
will do better as the economy here and overseas
improves.
What the CEOs say
The CEOs of Seek, Dick Smith, Webjet, Coca Cola
and Wesfarmers all gave me the same message on
my Thursday night TV program — if the economy
improves so will their bottom lines.
As an economist I am backing a better Oz economy
and an improving global economy.
All of this will help cyclical companies, which have
missed out on the stock market comeback so far.
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The best rates on cash and term deposits
by Paul Rickard
Key points
Interest rate cut expectations have been
revised after the release of the RBA’s
minutes last week.
For SMSF savings accounts, UBank with its
bonus rate of 3.26% paid in any month when
there is no withdrawal, is the best.
With term deposits make sure you ask the
bank about the notice they provide when your
TD is set to mature, so it doesn’t
automatically rollover into a new deposit of the
same term at the standard rate (rather than
the “headline” or “blackboard special” rate).
ME Bank is offering 4.0% for a 5 year term
deposit!
The Reserve Bank did its bit to hose down
speculation of another imminent interest rate cut
when it released the Minutes of its February board
meeting last Tuesday. Describing the deliberations of
the board in assessing whether to cut interest rates, it
said in typical central bank language:
“In deciding the timing of such a change, members
assessed arguments for acting at this meeting or at
the following meeting. On balance, they judged that
moving at this meeting………… was the preferred
course.”
The market’s take on this was that the next rate cut
was more likely to be in April or May, rather than
March. Further, while one rate cut was almost certain,
a second or third cut was less likely.
This is potentially good news to trustees who have
large sums invested in cash, or who are looking at the
share market and thinking that at some stage, it will

pay to take some profits and re-invest the proceeds
back into the cash and term deposit markets.
APRA’s new prudential standard for bank liquidity
(APS 210) which is just coming into operation,
introduces the concept of a liquidity coverage ratio.
This will allow banks to treat most deposits from
SMSFs as ‘stable retail deposits’, meaning that the
rate paid on your SMSF cash account should be
close to the RBA cash rate. The other impact from
this standard is that banks should be keener to pay
higher rates for longer-term deposits. In some cases,
they will completely stop taking term deposits under
31 days. Breaking a term deposit early will also
require a minimum notice period of 31 days, plus the
payment of an administration fee and any interest
rate adjustment (the latter could be in your favour).
As every SMSF keeps some cash on hand, making
that cash work harder can only be a positive for
member returns. Here is our latest review of the
products offered by the banks (cash accounts and
term deposits).
Bank accounts
Most banks now offer tailored accounts for SMSFs
(see below), which are fee free and can be used to
make payments online. Some accounts require a
linked working account to access full payments
capability (for example, with another bank in the case
of Rabo or ING, or within the same bank by St
George/Bank of Melbourne).
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balance) is better than the offerings from the CBA or
ANZ.
If transactional ability is important, then it is hard to go
past the major banks. The online banks (and some
regionals) require a ‘linked bank account’ for making
payments/transfers out, and don’t offer BPay. This
can be somewhat self-defeating for an SMSF, as you
will then need to maintain a second account with a
bank that provides transactional capabilities,
potentially incurring a monthly fee of up to $10 per
month.
UBank has attempted to address this and a linked
account is not mandatory. While it offers a ‘pay
anyone’ facility, this is capped at $20,000 per day
and payments in excess must be done via a linked
account.
Term deposits
With bank deposits effectively government
guaranteed up to $250,000, the interest rate is
arguably the only consideration when it comes to
term deposits. Known as the ‘Financial Claims
Scheme’, the government guarantees deposits
(including term deposits) of up to $250,000 on a ‘per
account holder per financial institution’ basis. That is,
your fund can have $250,000 in total with Bank A,
another $250,000 with Bank B, another $250,000 with
Bank C etc – and all deposits will be covered by the
guarantee. A financial institution includes banks,
credit unions, building societies etc.

If interest rate is the key determinant, then UBank
and RaboDirect are the clear leaders. UBank, with its
bonus rate of 3.26% paid in any month when there is
no withdrawal, edges out RaboDirect.
However, if your SMSF has more than two trustees or
two directors – you can’t open an account with
UBank!
NAB’s SMSF Cash Maximiser Account pays interest
of 3.05% if a nabtrade broking account or NAB Term
Deposit is held in the same name. Of the other
majors, Westpac with its integrated “two account”
structure of a ‘working account’ and ‘savings
account’ (the latter paying 2.70% on the whole

Of course, there can be the hassle of the account
“opening process”. ING Direct is probably the
standout with the easiest process here. One proviso –
ask the bank about the notice they provide when your
TD is set to mature and how easy it is to advise them
of your new instructions. With some TDs set to
automatically rollover into a new deposit of the same
term at the standard rate (rather than the “headline”
or “blackboard special” rate), the new rollover rate
can come as a nasty shock to investors who forget to
advise their bank.
ING Direct, RaboDirect and UBank reward investor
loyalty by paying an additional 0.10% pa when an
investor rolls over the full amount of a term deposit to
a new deposit term.
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These are the latest term deposit rates. ME bank
standouts – particularly its five-year rate of 4.00%
which is 2.02% higher than the five-year Australian
Government Bond rate of 1.98%.

Rates as at 20 February, 2015, for deposits of
$50,000 and upwards. Interest paid on maturity, or
annually for 5 year term. Advance notice (31 day)
products selected when offered.
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.

06

Earnings reports – the good, the bad and the very
good
by James Dunn
Key points
57% of companies that have reported so far
have beaten expectations against a “norm” of
45%.
68% of those companies have lifted profits on
a year ago, and 62% have increased their
dividends.
BHP, Ramsay Health Care and Woolworths
will all report this week.
With the interim (half-year) profit-reporting season
heading into its final week, results have continued to
come in better than expected. Resources stocks and
the companies that work for them – the mining
services companies – have generally had a tough
reporting season, but the banks and many industrial
companies have shown solid profitability, and
welcome largesse in terms of dividends.
Some good some bad
Broker Deutsche Bank says the industrial stocks are
playing a blinder, with December half-year net profit
up about 15%, the best growth in seven years. But
with weak commodity prices hammering resources
sector earnings – only partially offset by the lower
Australian dollar – Deutsche estimates that overall
earnings growth for the half-year will come in at about
zero.
Deutsche said last week that about 65% of
companies that have reported so far have beaten its
interim earnings expectations – well above the
four-year average of 52% – while earnings have been
about 3% above the aggregate estimate. The broker
has upgraded its full-year forecasts for 45% of
companies that have reported, which is above its
four-year average of 42%, with upgrades of about
1%–2% for FY15 and FY16.

Shane Oliver, head of investment strategy and chief
economist at AMP Capital, says that with the season
60% completed, 57% of results have beaten
expectations (against a “norm” of 45%), while 68%
of companies have lifted profits on a year ago, and
62% have increased their dividends. Oliver says 54%
of companies have seen their share price outperform
the day results were released.
On target
Oliver also sees nothing from the interim reporting
season to give analysts any reason to alter
consensus earnings expectations for the full financial
year (and even the next.) For FY15, he says,
analysts’ consensus is looking for earnings growth
across the market of 1%, with a 25% slump in
resources profits offset by the performance of
industrial stocks (+10%) and the banks (+8%.)
Investment bank UBS also expects full-year 2014/15
earnings growth to be flat, but it likewise contends
that if the resources slump is stripped out, the
market’s full-year earnings growth will be about a
“robust” 9%, helped by the lower Australian dollar
and ongoing cost-cutting. But with the market up 9%
so far this year, UBS points out that price/earnings
(P/E) ratio expansion is driving the rise – in other
words, share prices are rising higher than earnings.
With the share market now trading on an
“above-average” forward P/E of 15.5 times, Oliver
says the market has become “very sensitive” to
companies that under- or over-deliver relative to
expectations. Thus, we have seen some “significant”
share price reactions.
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Great expectations

Looking ahead

Last week, the market was disappointed by profit
results from stocks such as Insurance Australia
Group, Seek, Coca-Cola Amatil, Primary Health Care
and Bendigo & Adelaide Bank. Also, bumper $5.7
billion 2014 float Medibank Private missed its
prospectus revenue growth target, on the back of
lower premium revenue. As the prospectus
foreshadowed, there was no interim dividend. But
analysts still believe Medibank Private can achieve its
full-year prospectus forecast of a $250.9 million
statutory net profit.

This week, the market will see the half-year result
from BHP Billiton. Market consensus expects net
profit to be down – at about US$5.2 billion, compared
to US$7.8 billion a year ago – but analysts are
looking for a higher interim dividend, at 62 US cents a
share, versus 59 US cents a share in 1H14.

Wesfarmers also fell short of expectations, reporting
a 3.7% fall in interim net profit and a four-cent lift in its
first-half dividend (to 89 cents a share.) Market
consensus expectations were for a fall in net profit of
about 2.5% and an interim dividend of 91 cents a
share. But the figures from Wesfarmers’ retail
businesses were generally strong: Coles improved its
earnings by 7.1%, Bunnings lifted earnings by 10%,
Officeworks’ earnings were up by 19% and Kmart’s
earnings rose 11%. Only Target let the side down,
with flat earnings and weaker sales. But investors
should perhaps have focused on the 8.3% rise in net
profit from continuing operations, and the boost to the
interim dividend.

On Friday Woolworths is expected to post interim net
profit of $1.39 billion, up about 5% on last year’s
$1.32 billion, and boost its interim dividend by about 4
cents a share, or 6.1%.

The oils
Santos’ full-year result looked disappointing, given
that it was a net loss of $935 million – the company’s
first net loss in 23 years – but it came after the
company slashed the value of its oil and gas assets
by more than $1.5 billion, as it grappled with a sliding
oil price. Santos’ revenue rose by 12%, to $4 billion,
and underlying earnings actually rose by 6%, to $553
million.
Woodside Petroleum’s full-year result fell short of
expectations, but it was a strong performance, with
revenue up 25% to US$7.44 billion and underlying
net profit climbing 42% to US$2.42 billion: but what
was most impressive was a 40% jump in the final
dividend, which took the full-year payout to a record
US$2.55 a share.

On Wednesday, Ramsay Health Care reports, and
the market is looking for net profit of about $207
million, compared to $157.8 million a year ago, and
an interim dividend of 40 cents a share, versus 34
cents a share in 1H14.

Other potential positive surprises could come from
Qube Holdings, Beach Energy, telecom player M2
Group, data centre operator Next DC, Harvey
Norman and Qantas.
But shareholders in the likes of Flight Centre,
OilSearch, Worley Parsons and UGL have reason to
dread the release of results.
Here are Citi’s expectations for the major companies
reporting this week:
Tuesday 24 February
BHP Billiton (BHP) – NPAT US$5,213 million, interim
dividend 62 US cents a share, versus 59 US cents a
share in 1H14
Flight Centre (FLT) – NPAT $101 million, interim
dividend 50 cents a share, versus 55 cents a share in
1H14, potential negative surprise
Oil Search (OSH) – Full-year NPAT US$467 million,
full-year dividend 10 US cents a share, versus 4.1 US
cents a share in 2013, potential negative surprise
QBE Insurance (QBE) – Full-year NPAT US$859
million, full-year dividend 31 US cents a share, versus
32 US cents a share in 2013
Qube Holdings (QUB) – NPAT $51 million, interim
dividend 3 cents a share, versus 2.4 cents a share in
1H14, potential positive surprise
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Wednesday 25 February
Corporate Travel Management (CTD) – NPAT $10
million, interim dividend 6 cents a share, versus 4.5
cents a share in 1H14
Ramsay Health Care (RHC) – NPAT $207 million,
interim dividend 40 cents a share, versus 34 cents a
share in 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.

Worley Parsons (WOR) – NPAT $110 million, interim
dividend 33 cents a share (versus 34 cents a share in
1H14), potential negative surprise
Thursday 26 February
Atlas Iron (AGO) – net loss $52 million, no interim
dividend (versus 3 cents a share 1H14)
Next DC (NXT) – net loss $3 million, no interim
dividend (no interim dividend 1H14), potential positive
surprise
Perpetual (PPT) – NPAT $62 million, interim dividend
105 cents a share (versus 80 cents a share 1H14)
Qantas Airways (QAN) – NPAT $237 million, no
interim dividend (no interim dividend 1H14), potential
positive surprise
Transfield Services (TSE) – NPAT $32 million, no
interim dividend (no interim dividend 1H14)
Friday 27 February
Harvey Norman (HVN) – NPAT $145 million, interim
dividend 22 cents a share (versus 6 cents a share
1H14), potential positive surprise
Treasury Wine Estates (TWE) – NPAT $92 million,
interim dividend 9 cents a share (versus 6 cents a
share 1H14)
Woolworths (WOW) – NPAT $1,391 million, interim
dividend 69 cents a share (versus 65 cents a share
1H14)
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Shortlisted – 3 key messages from the SMSF
experts
by Penny Pryor
Key points
Your accountant needs to be licensed by July
next year.
Keep your trustee and director details current.
Know how to defend the sector.

Every year, SMSF experts gather together to discuss
the trends in the industry and what’s coming up for
the sector. Last week 1500 accountants, advisers,
lawyers and auditors that specialise in DIY
superannuation were in Melbourne for the annual
SMSF Association conference.
The topics and themes discussed at the conference
are a useful insight for the trustee into what might be
about to happen when it comes to things like
regulation. For example the ATO’s new approach to
dealing with breaches – discussed in our story on
Friday was revealed at the conference. Don’t be too
surprised if you get a call from the ATO and, more
importantly, don’t forget to be nice.
Here are three key messages from the conference:

All accountants need to decide how they want to
approach licensing and they need to work this out by
the end of June next year. That might sound like a
long way off but it can take more than 12 months to
get ready for licensing and deputy head of the
Australian Securities and investment’s Commission
(ASIC) Peter Kell said at the conference that they had
only received 105 applications so far – from a total
expected 10,000.
“Of 105 applications we have approved 44,” he said.
This is important for the SMSF trustee because there
might be a real chance that your accountant will no
longer be licensed to give advice on SMSFs and for
many SMSFs, this is their main source of information.
So start the conversation with your accountant about
what they’re planning on doing now.
2) Trustee details
The Australian Taxation Office, through director
SMSF income tax and regulator programs, Nathan
Burgess, also made a special request for SMSF
trustees to keep their trustee and director details
updated with the regulator.

1) Accountant licensing
The conference brought together the major regulators
in the sector who had some words of advice,
particularly for accountants and auditors. One of the
major issues that accountants need to deal with at the
moment is licensing.
With the removal of the accountants exemption on
SMSFs on 1 July, 2016 all accountants need to have
a license – even if that be a limited AFS license – on
that date if they want to continue providing any advice
on SMSFs.

“It’s really important that the ATO know who the
trustees are, who the members are,” he said.
“You actually have to tell us via the Australian
business register.”
These details need to be up to date for rollovers from
APRA regulated funds into your SMSF but Burgess
also warned that there may come a time in the future
when these details have to be current for
contributions to be made into the SMSF.
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3) Myth busting
Head of policy, technical and educational services at
AMP SMSF, Peter Burgess, busted some of the
major myths in his session.
“It’s important we are all able to appropriately defend
this sector,” he said.
For example there have recently been calls by some
in the superannuation industry, outside of SMSFs, for
prudential oversight, in addition to the ATO regulator.
But Burgess said: “It makes no sense to me that
would you have a prudential supervisor to ensure that
trustees are keeping their promises to their self.”
In response to the criticism that SMSFs do not pay
their fair share of tax he also said: “If the claim is that
SMSF are not paying tax then I say they’re not very
good at it.”
He also said that SMSF trustees have shown that
they do have adequate knowledge of their roles and
their risks. There may be a relatively large number of
breaches of the rules, which he said wasn’t that
good, but he expects the new regime to help improve
compliance.
“With the introduction of these penalties we should
start seeing the number of breaches come down,” he
said.
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
Rallying share prices and profit reports that mostly
beat or meet expectations, with resources stocks
having been relegated to the back row. This has been
the picture for the Australian share market thus far in
2015 and it should therefore not come as a surprise
stockbroking analysts have been united in reducing
their ratings for ASX-listed stocks more than they
have been prepared to lift them.
In the good books
Charter Hall Retail (CQR) was upgraded to
Neutral from Sell by Citi. Management retained
guidance, believing the stock will benefit from lower
interest costs and higher property values over time.

Evolution Mining (EVN) was upgraded to Buy
from Hold by Deutsche Bank. Deutsche Bank
believes the company has further cost cutting
potential and will not pay cash tax until 2020. Cash
flow was 43% higher than the prior half and net debt
continues to improve.
Fletcher Building (FBU) was upgraded to Neutral
from Sell by Citi and to Equal-weight from
Underweight by Morgan Stanley. Citi has upgraded
in recognition of a higher PE multiple for the sector
given strong demand for industrial cyclical
companies. Morgan Stanley says that ongoing
improvement in New Zealand and the outlook for
earnings to stabilise in Australia in FY16 suggests an
acceleration is likely over the next 12 months.
Investa Office (IOF) was upgraded to Neutral from
Underweight by JP Morgan. Investa Office Fund’s
first-half result romped in 4% ahead of the broker’s
forecast as earnings unexpectedly skewed into the
first half. The company slightly upgraded earnings
and dividend guidance. But JPMorgan says Investa’s
exclusion from Morgan Stanley’s asset sale, and
management’s comment that a third-party bid would
be unlikely to trigger pre-emptive agreements,
increase the chances of a third-party bid for IOF.
Webjet (WEB) was upgraded to Outperform from
Neutral by Credit Suisse. The interim report showed
continued disappointment from Zuji, but also
resumption of growth for the Webjet core operations,
as well as in B2B.
Wesfarmers (WES) was upgraded to Hold from
Sell by Deutsche Bank. Wesfarmer’s first half
results were just ahead of the broker’s estimates.
Coles was broadly in line, but Target fell below
expectations, while office supplies and Kmart’s
earnings were better than expected. See also WES
downgrade.

12

In the not-so-good books
AMP (AMP) was downgraded to Neutral from Buy
by Citi and to Neutral from Outperform by Credit
Suisse. With robust flows continuing, AMP offers a
scarce combination of growth and yield but Citi does
not think PE can keep rising and downgrades. The
results missed Credit Suisse’s forecasts.

Ardent Leisure (AAD) was downgraded to Hold
from Buy by Deutsche Bank. Operating results in
the first half disappointed the broker. Near-term
earnings forecasts are materially reduced and the
rating is downgraded
Crown Resorts (CWN) was downgraded to Neutral
from Overweight by JP Morgan. Crown romped in
with its first-half result, outpacing the broker by
18.5%, courtesy of VIP with Melbourne revenue
soaring 86% The broker downgrades the rating to
Neutral from Overweight, believing Macau
expectations peaked in February.
Dexus Property (DXS) was downgraded to Sell
from Neutral by Citi. Lower than expected profits on
asset sales, a higher tax bill and flat income growth
led Dexus to miss the broker’s forecast.
Drillsearch Energy (DLS) was downgraded to
Neutral from Buy by UBS. The result was impacted
by impairments in the first half, with reported profit
well above the broker’s forecasts and underlying
profit below.
Evolution Mining (EVN) was downgraded to
Underweight from Equal-weight by Morgan
Stanley. First half results were better than expected.
However, the broker considers the stock has had a
solid run and moves to Underweight from
Equal-weight. See also EVN upgrade.
Fairfax Media (FXJ) was downgraded to Neutral
from Buy by UBS. Fairfax Media’s first-half result
fell 10% shy of UBS’ estimates, thanks to post-tax
impairments and redundancy charges. Revenue and
earnings fell and the company announced a 5%
one-year buyback starting March 23. UBS believes all
positives are now factored in.
Independence Group (IGO) was downgraded to
Neutral from Buy by Citi, to Neutral from
Outperform by Credit Suisse, to Hold from Buy by
Deutsche Bank and to Neutral from Buy by UBS.
FY15 guidance was increased at all three operations
although Citi conservatively expects a less
spectacular second half and downgrades to Neutral
on a full valuation. Credit Suisse observes marginally
higher production and lower costs are offset by
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assumptions for higher exploration/development
expenditure. Deutsche Bank downgrades to Hold
from Buy on valuation and UBS has downgraded the
stock to Neutral from Buy, due to the recent strong
share price performance.
Investa Office (IOF) was downgraded to
Underperform from Neutral by Credit Suisse.
Credit Suisse saw a result of low quality, indicative of
tough market dynamics and driven by non-cash
incentive amortisation. Among office space landlords,
they prefer Mirvac (MGR) instead. See also IOF
upgrade.
Origin Energy (ORG) was downgraded to Neutral
from Outperform by Macquarie. Interim earnings
were below the broker’s forecasts and cash flow is
considered a challenge.
Pacific Brands (PBG) was downgraded to Sell
from Neutral by UBS. First half results were poor but
ahead of the broker’s forecasts based on a recovery
in Sheridan margins. However, underwear gross
margins fell significantly and UBS believes the
currency headwinds will cause FY16 earnings to fall.
See also PBG upgrade.
Platinum Asset (PTM) was downgraded to Neutral
from Outperform by Macquarie. B/H/S: 1/2/1. First
half results were in line with forecasts but
management fees were a key miss on expectations.
Macquarie transfers coverage to a new analyst. While
fundamentals are solid the current valuation metrics
appear full and the broker downgrades to Neutral
from Outperform.

pushed out. Credit Suisse has implemented a double
downgrade following a share price rally. The first-half
result met consensus and the company announced a
fully franked interim dividend of 18.5c which was 3.5c
ahead of JP Morgan’s estimate. But the broker
downgraded because it believes the leisure division
restructure is insufficient and a lack of valuation
support means downside risk is accentuated.
Wesfarmers (WES) was downgraded to
Underperform from Neutral by Credit Suisse and
to Underperform from Neutral by Macquarie. In the
absence of a fundamental change to the industrial
outlook, mid-single digit growth in group earnings is
considered likely and Credit Suisse downgraded
following share price appreciation. Wesfarmer’s first
half earnings were just shy of Macquarie’s
expectations. Coles continues to perform well, with
nine new supermarkets opened in the period, and
Bunnings recorded an 11.8% growth in sales. See
also WES upgrade.
Woodside Petroleum (WPL) was downgraded to
Underperform from Neutral by Macquarie.
Macquarie downgrades to Underperform from Neutral
as the company is still struggling with fixing its growth
profile, while dividend yield support is about to
evaporate.
Earnings Forecast

Seven West Media (SWM) was downgraded to
Neutral from Outperform by Credit Suisse. First
half results were mixed and in line with forecasts, with
TV earnings better and newspapers and magazines
worse than expected. The broker expects the TV ad
market to decline slightly with newspapers to continue
the current trend.
Super Retail (SUL) was downgraded to
Underperform from Outperform by Credit Suisse
and to Underweight from Neutral by JP Morgan.
The underlying interim result fell short of Credit
Suisse’s expectations. Moreover, the timeframe for
benefits from supply chain changes is going to be
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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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ASX/S&P 200 clear and significant breakout
by Gary Stone
The ASX/S&P 200 (XJO) had a clear and significant
breakout on February 3 this year when it rose and
closed above the high of 5679 that occurred on
August 21, 2014 last year. The ASX/S&P 200 closed
last week at 5881, some 202 points above that high.
ASX/S&P 200 Chart
The weekly chart below shows solid black trend lines
at the same gradient as those that I used in an article
in the Switzer Super Report on October 13, 2014. It
also provides perspective on where the ASX/S&P 200
has come from since the beginning of the 2008 bear
market and where it may go to from here.
Since that article October 13 last year, the ASX/S&P
200 has respected the lowest black trend line on
three occasions, the first two of which formed a
technical pattern called a ‘double bottom’ or a ‘W’
in December 2014.
A first ‘double bottom’ had actually formed in
December of 2013 after which the ASX/S&P 200 had
tried, but failed, in breaking through the resistance
zone at 5450 to 5550, shown by the upper blue
horizontal rectangle.
Once the second ‘W’ had formed, the overhead
resistance zone at that time, between 5450 and 5550,
which had held strong on around six occasions, was
in danger of failing in its resistance. This is exactly
what happened on February 3, 2015 with the clear
and significant breakout.

With the breakout behind us, the probabilities of rising
higher have got a whole lot higher, however there are
never any guarantees with the markets.
To maintain a high probability of rising higher the
ASX/S&P 200 MUST remain above the high from
which it broke out, i.e. 5679, and definitely above its
previous resistance zone of 5450 to 5550, which has
now become a support zone. If price falls back into
the previous range below 5679 in the first instance
and then below 5550, then the probabilities of a
continuing rise in the near future get a whole lot
lower.
If the ASX/S&P 200 remains above these levels then
expect some resistance at the second trend line (from
the bottom) and the 78.6% Fibonacci level of the
2008 bear market, which is the third red horizontal
line from the top, i.e. between 6000 and 6050.
After some resistance at this level and continuing with
the bullish scenario, I would expect the ASX/S&P 200
to jump into the upper rising channel which is the
channel formed by the two uppermost rising black
trend lines. This channel may be the one that takes
the ASX/S&P 200 onto its first assault on a new
all-time high and the high achieved back in November
2007 of 6851.
Of course this is some time off and it won’t go there
in a straight line, but this clear and significant
breakout is the first step that needed to be taken to
start that all important journey back to the top for the
ASX/S&P 200.
Gary Stone is the Founder and Managing Director of
Share Wealth Systems.

Source: Beyond Charts

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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Lucky week for property
by Staff Reporter
Chinese New Year – believed to bring good luck and
prosperity – brought many foreign and domestic
buyers to the auctions market last week. The average
clearance rate lifted to 77.7% across the capital cities,
compared to 74% last week.

For those houses sold at private treaty, the median
price across the combined capitals stands at
$560,351. At the upper end of the property spectrum
is Sydney, with a median house price of $725,000.
Sydney also has the most expensive median unit
price, at $590,500.

Weekly clearance rate, combined capital cities
How sellers can achieve a fair price
With buyer interest ramping up, there is a lot of
competition between sellers to make their property
stand out from the rest.

Sydney’s clearance rate was particularly impressive,
at 87.8% compared to 83.3% last week. That
compared to 84.2% this time last year dispels the
rumours of a potential slow down in the Sydney
property market.
Research house CoreLogic RP Data says last
week’s momentum has carried into this week, with
noticeable demand in Sydney, Melbourne and
Canberra.
The recent interest rate cut from 2.50% to 2.25% is
continuing to contribute to higher demand.
Melbourne’s clearance rate was also higher than the
previous week at 74.9%, compared to 70.9%.
Capital city auction statistics (preliminary)

Greville Pabst of WBP Property Group says sellers
can add value to their property by considering a few
handy, targeted renovations. Some suggestions
include large, modern kitchens that have a walk-in
pantry, restoration of a home’s period features, and
outdoor entertainment areas with timber decking and
lawns.
“Increasing a property’s physical floor space can
also add considerably to its value, but often at
significant cost. As such, buyers should ensure they
research and plan well to avoid overcapitalising.
Naturally, the cost of a renovation should not exceed
the value added to the property,” Pabst says.
If you’re looking to achieve a fair price for your
property this year, a well-researched renovation could
go a long way to heighten buyer interest and
generate the best return.
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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