Monday 30 March 2015

Super Stock Selectors
We’ve had a poor start to trading today but being the eternal optimist, I predict this will be short lived,
unless the three market killers that I write about today eventuate. As you’ll see from my article,
there’s only one that I’m really worried about.
And continuing our ongoing pledge to subscribers to provide you with as many investment ideas as
possible, today we’re starting our Super Stock Selectors panel. Each week, we’ll ask around 10 to 15
analysts, strategists and fund managers for companies they like, and companies they don’t, along
with a short reason why. Find out who likes Yowie Group and Capilano Honey, and who has it in for
Myer in Shortlisted today.
Also today, Paul Rickard tells us why it might be time to add some small caps to your portfolio, and
some of the best ways of doing it, as James Dunn explains why a market sell off in a company – like
what happened to Sirtex – is no reason to panic if you truly believe in its value.
Sincerely,

Peter Switzer
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Small companies set to do better
by Paul Rickard
Key points
Over the last 10 years, the S&P/ASX 300 has
returned 8.06% per annum, compared to
2.84% per annum for the Small Ordinaries
Index.
Now that the dollar is lower, interest rates are
down and there are signs that both consumer
and business confidence is improving, smaller
companies could do better.
Instead of picking companies try listed
investment companies with a strong track
record to get exposure to this part of the
market.

Investing in smaller companies over the last couple of
years has been a dud.
This huge generalisation is demonstrated by the
following graph, that compares the total return of the
market as measured by the S&P ASX 200 (red line)
and S&P ASX 300 (light blue line), to the S&P/ASX
Small Ordinaries (dark blue line).
If you are not familiar with the Small Ordinaries Index,
this measures the performance of stocks ranked
101st to 300th by market capitalisation.

Over the last 10 years, the S&P/ASX 300 has
returned 8.06% per annum, compared to a miserable
2.84% per annum for the Small Ordinaries Index.
Small companies
Small listed companies aren’t microcaps (there are
more than 1,100 of the latter) – but they are still
relatively tiny compared to the giants. In aggregate,
they represent less than 7% of the total share market
capitalization. At the bottom end, company number
300 has a market capitalization of around $200
million (Commonwealth Bank’s market cap is $152
billion). The median small company is around $530
million.
The top 10 small companies (stocks 101 to 110) are
quite well known names:
Domino’s Pizza (DMP)
Qube Holdings (QUB)
Veda Group (VED)
M2 (MTU)
Platinum Asset Management (PTM)
Spotless Group (SPO)
NIB Holdings (NHF)
Fletcher Building (FBU)
Cromwell Property (CMW)
Slater & Gordon (SGH)
From an industry perspective, small companies are
quite different to the top 20 companies. Consumer
discretionary is the main industry sector at 24.5% of
the index (by comparison, zero weighting in the
S&P/ASX 20), with the financials sector down to just
19.5%.
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confidence is improving, smaller companies are set to
do better. It is unlikely to be an even performance,
however, as resource companies (miners and mining
service companies) will still find the going tough.
How to invest in small caps
While you can, of course, buy some of the individual
small companies, given the high degree of specific
risk in undertaking this strategy, we will consider the
managed options.
Firstly, using an Exchange Traded Fund (ETF). The
iShares S&P/ASX Small Ordinaries ETF tracks the
Small Ordinaries index. Trading on the ASX under
stock code ISO, a management fee of 0.55% pa is
charged. This means that over the long term, you
should expect a total return of the Small Ordinaries
Index less 0.55% – nothing much more, nothing much
less.

Why small companies might do better
With a heavy weighting of companies from the
consumer discretionary, industrial and healthcare
sectors, small companies might start to do better than
their big cap peers. The big change is the weaker
Aussie dollar, which has fallen from US$1.10 to
US$0.77, and should make trade exposed and import
competing companies more competitive.
Between 2011 and mid 2014, the high Australian
dollar made life really hard for these companies. It
also helped dampen consumer confidence (which
impacted the discretionary retailers), as consumers
became concerned about job security and saved
rather than spent.
Interestingly, this high Aussie dollar period correlates
reasonably closely to the period that the Small
Ordinaries index lagged the main market.

Vanguard has the Australian Small Companies Index
ETF (ASX Code VSO), which tracks the MSCI Small
Companies Index. Management fees are lower at
0.30% pa. As the composition of the MSCI basket of
small companies is different to the Small Ordinaries
index (the MSCI has some larger companies such as
Challenger and Orora), the returns are quite different.
VSO has returned 5.22% and 2.78% pa for the 1 and
3 year periods to end February, while ISO has only
returned 2.74% and a very disappointing -1.41% pa
over these periods.
There are several LICs (listed investment companies)
that specialize in smaller companies. They have very
different mandates, are actively managed, charge
much higher fees than ETFs and are not always true
to label – so it is hard to make an “apples and
apples” comparison.
The following table shows four LICs, the area of
investment focus, 1 and 3 year performance returns,
and a comparison of its Net Tangible Asset Value
(NTA) and closing ASX market price on 27 February.

Now that the dollar is lower, interest rates are down
and there are signs that both consumer and business
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their NTA and offer value.
How much? Well, this part of the market is around 7
to 10% of the total market. So, if 0% of your equities
portfolio is in smaller caps, you are underweight – if
you have 20%, then you are overweight.
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.
With a LIC, an important consideration is the discount
or premium to NTA. The NTA of course represents
what the company is really worth on a per share basis
– the market price on the ASX is what the shares are
changing hands for. In a bull market, LICs tend to
trade at a premium, and in a bear market, they tend
to trade at a discount. LICs with a stronger and more
consistent performance record, or higher profile
manager, tend to trade at a premium – while newer
LICs, or those from less well known managers, tend
to trade at a discount.
At the end of February, Mirrabooka and WAM Capital
were trading at premiums – while both Contango and
NAOS were trading at discounts. Interestingly, the
former LICs include some mid-caps in their
investment universe (and have performed quite
strongly over the last few years), while Contango and
NAOS only invest in smaller caps.
Bottom line
I am not convinced that an ETF is the right vehicle to
invest in smaller caps. Firstly, because the exposure
to second and third tier resources companies cannot
be eliminated, and secondly, the ex-100 part of the
market is poorly researched and some active
managers are able to demonstrate year in, year out
performance in this sector of the market.
Although WAM Research invests in some mid tiers, if
it can be purchased at close to its NTA, then it looks
the pick. As you may also want to diversify your
manager risk, both NAOS Emerging Opportunities
and Contango Microcap are trading at discounts to
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Three market killers and my care factor
by Peter Switzer
There are three obstacles we must get over to ensure
that stocks head higher. Let’s identify them and rate
the chances of these market killers being KO’d.
Obstacle 1
The first is like the fat guy at the end of a tug-of-war
rope — the US — and I’m not making cynical
inferences about the country’s diet as well as its
waistlines.
Until the Aussie economy fell into a hole that I think
we can climb out of in the second-half of this year, we
were the best ‘house’ economy on the worst street.
The Yanks now have taken that tag as the other
residents use QE programs and/or lower interest
rates, as in the case of China, to renovate their
‘houses’.
However, where our demand for international goods
and services can be ignored, not so the US. As the
global economy tries to make a comeback, the US
economy needs to step up just as some expert
analysts are doubting their economic recovery.
This shortened week delivers a huge box of economic
data that could sway economists to the positive, or
the negative, with everything from house prices,
home sales, car sales, consumer confidence, income
and spending as well as the biggie — the jobs report.
A few years back, the IMF showed the importance of
economies to global demand. Out of a 4.4% global
growth rate, China was responsible for 0.81% while
the US was 0.74% – combined they are responsible
for 35% of world demand! You can see how crucial
these two economies are when you see India is third
at 0.18%, while Japan is 0.14%. In case you’re
wondering, Germany was good for 0.13% global
growth.

I’m not in the ‘US recovery will disappoint’ team.
Keeping me positive is the Fed boss, Janet Yellen,
who doesn’t look like she will rush to raise rates.
Her stance has Professor Jeremy Siegel of the
Wharton School of Finance in Philadelphia tipping fair
value for the Dow Jones index is 20,000! In case you
don’t follow the index closely, it is now at only
17,712.66! That’s not going to happen with a big
economic slowdown in the US.
Obstacle 2
The second asset assassin out there has to be very
bad news out of China. Above I showed how
important China is for the world economy, but it
potentially could rock financial markets if growth
slowed much more than expected.
The OECD thinks China’s growth will slow to 6.8%
this year but for the ASEAN group of 10 that includes
China and India, this is what it predicts:
“Annual GDP growth for the ASEAN -10, China and
India is forecast to average 6.5% over 2015-19.
Growth momentum remains robust in the 10 ASEAN
countries, with economic growth averaging 5.6% over
2015-19. The region remains exposed to domestic
and external risks, however, that make continued
reform, regional integration and the strengthening of
institutional capacities critical.”
In addition it says Emerging Asia “is set for healthy
growth over the medium-term.”
This China view is of a bigger economy growing at a
slightly slower rate. Changes are happening but no
one at the OECD is tipping disaster. This is how they
see China: “China’s growth is forecast to slow to
6.8% over 2015-19 as it adjusts to changing
demographics, a shift from investment to
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consumption led growth and agricultural,
environmental and educational challenges.”
Let’s look at the Shanghai Composite to see if there
are concerns showing up there:

This really should lead to tighter monetary policy and
bond yields going up, which means there could be a
rush to get out of current low-yielding bonds which
would push bond prices down, bursting the bubble in
the bond market that many talk about.
This is the part of the Reuters story that makes me
wary of the bond market: “Economists at the Bank for
International Settlements warned earlier this month
that liquidity, especially in corporate bonds, “could
prove fragile if everybody heads for the exits at the
same time”.

Taking a line through this it suggests that if a fly ball
from left field is heading towards China to KO it, the
stock market is not seeing it.
Obstacle 3
The third killer of our rising stock market view would
be the QE program failing to generate economic
growth in the Euro zone or else giving birth to a
bubble burst in the bond market.
Ironically, a Reuters story questioned what might
happen to bonds with the QE program seemingly
starting to show some economic growth green shoots
and even the prospect of inflation!
This is what it said: “With signs of a revival in Euro
zone growth failing to lift government bond yields off
historic lows this week, investors have started to fear
the ECB’s asset-purchase scheme may be inflating a
dangerous bubble.”
The news out of Europe has been good and it should
not be leading to spook factors about the bond
market but for so long investors in Europe have
chased safe government bonds that if they change
their mind on bonds, then there could be some
fireworks.
“Business activity as measured by Markit’s flash
composite purchasing managers’ index for March
was the highest recorded in any month since May
2011, and there are signs the recovery is also
accelerating in the 19-nation bloc’s weaker
economies,” Reuters pointed out only on Friday.

This chart shows what has happened to demand for
European stocks since January and the QE program.
Stocks were falling before that time as the chart
shows and investors were running to low yielding
bonds because they were scared about the European
economy.
This could be reversed but whether a bond market
crisis will hit stocks when the European economy is
on the mend remains a point of conjecture.
All the experts are tipping European stocks are the
place to be so they’re all ruling out an unmanageable
bond market problem.
I hope they’re right and I am investing that way
myself but this is the one possible stock killer I will be
looking at very closely in coming weeks.
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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Don’t despair after a share dumping
by James Dunn
Key points
Sirtex closed down 55% at $17.53 on
disappointing clinical trial results but have
since come back to $20 as institutional
investors buy the stock at the cheaper price.
CSL and Cochlear also experienced big
one-day drops on their way to blue-chip
status.
Don’t be afraid to hold onto, or a buy, a stock
if you believe in a company’s valuation and
have done the right due diligence and
research on it.

When nuclear cancer treatment device developer
Sirtex Medical announced mid-month that a clinical
trial of its targeted radiation treatment did not show a
meaningful improvement in patients with liver
tumours, the sharemarket took the stock out the back,
and shot it. Sirtex shares plunged 62% on the news,
finishing down 55% on the day at $17.53, stripping
$1.2 billion from its market value.
The Sirtex story
Now if you had bought Sirtex Medical for 70 cents in
2001, that fall would have been annoying; but if you
had bought the shares at any time since July 2014 –
the last time SRX traded at $17.53 – you were, all of
a sudden, under water.
And if you had bought this year – when investors
were getting excited about the upcoming trial results
– you could be very deep under water: earlier this
month, Sirtex Medical changed hands for as high as
$39.

Sirtex

Source: Yahoo!7 Finance, 30 March 2015
Some people might tell you that the gut-wrenching
plunge in Sirtex shares is part-and-parcel of biotech
investing, but it is actually part-and-parcel of
sharemarket investing in general. All listed companies
are constantly being revalued on the prospects for
their future earnings: this process is simply magnified
in the case of biotech companies, where success (or
otherwise) in clinical trails is absolutely critical. But
the news flow for a biotech stock is much more
important than it is for an industrial stock.
Resources companies face a similar knife-edge when
reporting drilling results: what looked like turning into
a promising mining development or gas field can turn
sour with a poor well.
As it happens, all is far from lost for Sirtex Medical.
The treatment did meet the study’s secondary end
point of controlling liver tumours, while not improving
survival rates: that could lead to higher utilisation, and
on that basis, the shares have recovered to $20.17.
The full results of the trial will be released in May.
But Sirtex has built a profitable business, generating
almost $200 million in revenue selling its
“micro-spheres” to surgeons (mainly in the US and
Europe, for treating patients with liver cancer, who
have undergone chemotherapy and have no
alternative treatment available.) The company hoped
the latest trial would change doctors’ perception of
the Sirtex treatment, from last-ditch to more of a
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mainstream option.
A long way to the top
Sirtex shareholders were hoping that the company
could join the Australian biotech heavyweights of
blood products heavyweight CSL and hearing-implant
maker Cochlear. But even in those cases, it has not
always been an easy ride.
In September 2011, Cochlear shares slumped 27% in
one day after the company announced the recall of its
newest range of hearing implants, after a recent
unexplained increase in failures. In December 2003,
Cochlear plunged 24% in one day, after it issued a
profit downgrade, warning investors that a
combination of international problems had robbed it of
market share and dented its growth profile. In July
2002, Cochlear fell more than 11% in one day after a
US warning that patients with inner-ear implants may
be at greater risk of contracting meningitis.

women were reported to be suffering “suspected
hypersensitivity” after receiving the vaccine (Gardasil
was later given the all-clear); and early 2003, when
CSL lost more than one-third of its value on concerns
over the price of CSL’s key product, the blood
plasma IVIG, and worries about how much capital
CSL would have to raise to fund the takeover of US
blood fractionator Aventis Behring (a deal that
actually transformed CSL.)
CSL shareholders could have understandably got
cold feet during all of those episodes, and decided to
take their profits. In hindsight, that would have been
the wrong thing to do.
CSL

Cochlear

Source: Yahoo!7 Finance, 30 March 2015

Source: Yahoo!7 Finance, 30 March 2015
While CSL shares have risen consistently – all the
way from the float price of $2.30 a share in June 1994
(a three-for-one share split in 2007 means that was
effectively 77 cents) to the current price of $91.85 –
yes, that is a 119-fold increase – they have
occasionally fallen out of bed.
In February this year, CSL fell 10% after the company
lowered its profit forecast, citing tougher global
competition for haemophilia therapies. That brought
back bad memories of April 2010, when CSL sank
11% after US-based rival Baxter International slashed
its full-year profit forecast; late 2008, when the stock
plunged 20% after sales of the Gardasil vaccine for
cervical cancer missed estimates, and 25 young

This kind of alarming slump is not something about
which any investor can be complacent: while the GFC
slump of November 2007 to February 2009 was an
extreme case, it still hammered the bluest of
blue-chip stocks: Rio Tinto lost 80%; BHP, 41%; ANZ
Bank fell 63%; Commonwealth Bank slumped by
61%; National Australia Bank lost 60% and Westpac
plunged 53%. Wesfarmers lost 63%, Telstra
surrendered 40%, and even the best-performed blue
chip, Woolworths, could only limit its loss to 30%.
Finding the real value
Clearly, it is worth hanging on to good stocks when
they occasionally cop a battering from the stock
market. Of course, professional investors who know
the stock well – and have worked out what they
believe is its intrinsic value – will often use these
kinds of sharp falls in a stock to buy more of it for
their portfolios, because the plunge takes it to an
irresistible discount to that intrinsic value.
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This approach often works for the pros because the
stock market tends to over-react to bad news (and
good news, too.) This is why, for example, big holders
of Sirtex Medical, including Peter Hall’s Hunter Hall
and Roger Montgomery’s Montgomery Investment
Management, were buying the stock on its horror day
earlier this month, because it was suddenly going
cheap (and it has subsequently risen 20% from its
low point.)
Buying a stock when everyone else is selling it is a
difficult thing to do: if they’re right and you’re wrong,
you are “catching a falling knife.” To do this, you
need to have a very clear view of what the stock is
actually worth – as opposed to its share price.
For non-professional investors, there are tools that
can give you an idea of this figure. Subscription
services like Skaffold will give an intrinsic value figure
for a stock, based on proprietary workings.
Fundamental analysis site Stock Doctor will give you
a valuation derived from its proprietary workings, plus
an analysts’ consensus price target. Stock market
news and analysis site FN Arena also gives you an
analysts’ consensus price target. And your
stockbroker should be able to give you an estimated
fair value for each of the stocks it covers.
Share price falls can be alarming, but having another
valuation figure against which to compare the share
price can make all the difference in assessing
whether a share price fall (or rise) is an over-reaction.
In fact, without this, you are effectively flying blind.
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
Last week stockbrokers continued to downgrade
more stocks than they upgraded. Bank of
Queensland and Nufarm responsible for two
downgrades each.
The regional lender and seeds and crop protection
provider were the latest contributors to what
increasingly looks a subdued, if not disappointing
series of out-of-season reporting results, which also
has revealed most retailers surprising to the
downside.
In the good books
AGL Energy (AGL) was upgraded to Buy from
Neutral by Citi. Buy/Hold/Sell: 3/4/1 The broker has
reviewed its valuation for Australian electricity
providers, increasing its longer term electricity price
forecasts on higher east coast gas price assumptions
and moving PE valuation to a relative, rather than
absolute, basis to better reflect investor appetite for
yield. The recent decline in electricity demand, and
subsequently lower prices, along with renewable
pricing uncertainty, has caused AGL to issue profit
warnings and its share price to underperform.

structural VIP growth by providing junkets with better
working capital and commission rates versus Macau.
The broker believes junkets are decelerating in
Macau, given China’s anti-corruption measures and
a slowing Chinese property market. Australia has
been dubbed the key jurisdiction, which should
benefit from the slowdown in Macau. In this scenario,
the broker considers Echo Entertainment the most
leveraged to growth and upgrades to Overweight
from Equal-weight.
In the not-so-good books
Bank of Queensland (BOQ) was downgraded to
Neutral from Buy by Citi and to Underweight from
Neutral by JP Morgan. Buy/Hold/Sell: 0/6/2 Bank of
Qld’s result was in line and suggests the continuation
of a multi-year recovery story, the broker contends.
The bank has returned to system lending growth
levels after years of being below system. But
recovery tailwinds are likely now easing, the broker
suggests, and investors will not be happy with an
increase in investment-related expenses. JP Morgan
accepts the higher expense trajectory overshadowed
some positive aspects including margin improvement
and volume growth.

Echo Entertainment (EGP) was upgraded to
Overweight from Equal-weight by Morgan
Stanley. Buy/Hold/Sell: 6/2/0 Morgan Stanley
expects Australasian VIP gaming growth of 48% and
26% in FY15 and FY16 respectively. Echo
Entertainment and its competitors are driving
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BlueScope Steel (BSL) was downgraded to
Neutral from Buy by UBS. Buy/Hold/Sell: 6/2/0 UBS
suspects there is considerable risk around consensus
growth expectations. Given the broker’s global view
on Chinese steel consumption, production and the
direction of commodity prices, the market is
considered too optimistic about a turnaround for
BlueScope’s Australian steel division. The broker’s
lower forecasts, 7.0% below current market
expectations, stem from a cautious near-term outlook
for regional steel spreads, the iron sands and Asian
businesses through the June half.
Energy Developments (ENE) was downgraded to
Hold from Add by Morgans. Buy/Hold/Sell: 5/1/0
The company has lifted earnings guidance for FY15.
Morgans had suspected this might end up the case
because of strong Queensland power prices and
higher large-scale generation certificate (LGC) prices
as well as favourable currency movements. The
broker considers the growth outlook healthy but,
given limited upside offered at the current share price
and the potential sell-down by its major shareholder,
the rating is downgraded.
Nufarm (NUF) was downgraded to Sell from Hold
by Deutsche Bank and to Hold from Add by
Morgans. Buy/Hold/Sell: 0/4/2 Deutsche Bank views
the first half result, which was broadly in line with
expectations, as a negative, suspecting the outlook
commentary is not sufficient to sustain the recent rally
in the share price. The result was boosted by foreign
exchange gains and lower R&D expense while net
operating cash flow was significantly weaker than the
broker expected. The first half result was slightly
below Morgans’ forecasts but pleasing in that it
revealed continued progress on working capital.
Morgans expects further benefits on this front and
$116 million in cost savings should lift returns
significantly over the next 2-3 years.

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 – super stock selectors
by Penny Pryor
This week we bring you the first week of our Super
Stock Selectors survey. Each week we will survey
around 10 to 15 analysts, fund managers and
strategists to find out what companies they’ve got
their eyes on.
These aren’t recommendations, merely companies
they are watching on the upside or downside. Our
first survey has seven respondents with a varied
range of different stocks.
Food is definitely a theme this week, with Julie Lee
singling out Yowie Group.
“Who doesn’t love chocolate with little animals
inside,” she says. “Yowie’s product is being rolled
across the US with potential rollout across over
19000 stores.”
That certainly must be good for its bottom line.
And Raymond Chan is a big fan of Capilano Honey.
“Export is a strong growing market as Capilano
exports to more than 32 countries and the demand for
honey is increasing globally due to heath benefits.
We also see further high margin opportunities emerge
from increasing production of manuka honey,” he
says.

Raymond doesn’t like Fortescue, saying that
although it has established itself as one of the biggest
iron ore producers globally, its debt profile relies
heavily on strong cash flow from a robust Iron Ore
price which is unlikely to rebound in the near future.
Michael McCarthy presents the opposite case for the
company, which he says was one of the most
interesting stocks last week as Andrew Forrest
reminded us that he is that rare individual – a
disruptive miner.
“Why do markets applaud disruptive behaviour from
technology companies and condemn it in more
traditional businesses,” he wonders.
“Combined with a share price at six year lows, near
record short sold positions, and clear signs of
stabilisation in commodity prices generally, Fortescue
is the most interesting stock,” he says.
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Chartist Gary Stone presents the following analysis
for reason for liking Boral.
“In mid-February Boral’s share price broke above a
previous resistance zone of $5.70 – $5.90, one that
Boral has attempted to break through on a number of
occasions since October 2009 (see chart below),” he
says.
Boral’s share price has also held up well during
recent market weakness.

On the downside of the ledger, Myer gets two
mentions from Evan Lucas and Elio D’Amato.
“Since relisting five years ago, the iconic department
store has struggled with its turnaround strategy,
suffering from stagnant sales and growing costs,
which we have seen repeated in its latest financial
results,” D’Amato says.
And Lucas says that Richard Umbers “has a
monumental task in turning around the embattled
retailer”.
We hope our panel of Super Stock Selectors has
provided some food for thought when it comes to your
investment process.
Next week we plan to have a few more members join
the panel and we’ll keep tabs on all their answers so
we can provide regular updates during the year.
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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Boom, boom, boom goes Sydney property
by Switzer Super Report
It was a strong week for property, with vendors
ramping up sales in the lead up to the Easter period.
Sydney, Adelaide and Perth experienced record high
auction volumes for the year, however research
house Core Logic RP Data says these volumes
haven’t dampened demand, which has been well
supported by the latest interest rate cut.
This week, a preliminary clearance rate of 77.5% was
recorded across the combined capital cities, up from
the 75.9% recorded last week and 67.7% this time
last year.
Weekly clearance rate, combined capital cities

Sydney’s clearance rate of 84.6% was on par with
last week’s 84.8%. RP Data says buyers responded
well to Sydney’s high volumes – total auctions stood
at 1,330 – to help maintain the booming market.
Melbourne also experienced very high volumes, with
1,600 properties going to auction. A preliminary
clearance rate of 78.5% was recorded, compared to
77.1% last week.
Capital city auction statistics (preliminary)

5 handy investment tips
If you’re looking to maximise the return on your
investment property, CEO and co-founder of WBP
Property Group, Greville Pabst recommends regular
rental reviews, every six to nine months, to make sure
you’ve got your asking price in line with market rates
for an equivalent property type and location.
Letting these reviews lapse, and in turn, asking too
much, can result in longer vacancy rates when all
could be avoided with some simple due diligence.
Some other tips include the upkeep of kitchens and
bathrooms and ensuring other amenities, like
air-conditioning and laundry facilities, are provided.
Giving tenants these simple luxuries can help ensure
they choose your property over another.
And if you really want to maximise the rental income
for your property, consider renting the rooms
separately. “Platforms such as Airbnb are a great
way to advertise short stays and to rent the property
for a premium during special events, such as the
Grand Prix. But, be careful, some states have laws
against this type of leasing without the required
licensing,” says Pabst.
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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