Monday 25 May 2015

Silver linings playbook
There are no two bones about it, this is a volatile and sometimes unpredictable market, but that
doesn’t make it a bear market. It just means you have to think outside the square and consider the
long term. Today I write about the questions you need to be asking yourself to make the right
decisions.
A bunch of good dividend paying stocks are key for your future wealth and in the Switzer Super Report
today, James Dunn provides an update on the Magnificent Seven blue chips. Paul Rickard takes a
look at a new global infrastructure listed investment company from Argo and our Super Stock
Selectors explain why Origin Energy, Magellan and Telstra are some of their favourites.
In Buy, Sell, Hold – what the brokers say, AGL Energy gets an upgrade and James Hardie a
downgrade, in a pretty quiet week but the same cannot be said of property with the auction clearance
rate surging ahead.
Sincerely,

Peter Switzer
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Super Stock Selectors – Origin, Magellan Financial
and Telstra
by Penny Pryor
We have some interesting choices in our likes list
today. Super Stock Selector Julia Lee, from Bell
Direct, picks out Origin Energy because she says it is
being traded and priced like an energy stock when, in
fact, 60% of its earnings come from the retail energy
market and has many utility-like characteristics.
“The utilities sector is up 11% over the past year
while the energy sector is down 19% over the past
year. Origin should be trading higher,” she says.
Raymond Chan likes Westpac and says that the 22%
correction from the April 7 high is an opportunity to
get the company at good prices and Michael
McCarthy nominates Oil Search because of its
success with gas production at the Hides formation in
PNG.
“This is a company transforming project, and as
production is ramped up I believe the market will
re-rate OSH,” he says.
Global fund management darling, Magellan Financial
Group, is Elio D’Amato’s preferred pick today.
“Magellan has delivered strong inflows over a
number of years and has an excellent long-term
investment track record. Given recent share price
weakness, we see this as a good entry point for the
stock,” he says.
Switzer Super Report expert, Paul Rickard is sticking
with Telstra. It has come down off recent highs and at
these prices, the biggest Australian company
leveraged to ‘the internet of things’, is probably
cheap.

Evan Lucas’s selections are interesting too. Those
four companies – James Hardie Industries (JHX),
CSR (CSR), Boral (BLD), Adelaide Brighton (ABC) –
are all plays on the wider theme of construction.
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“The uptick in US housing, coupled with an improved
outlook for European and Australian housing, has
seen earnings smashing expectations – which is
likely to translate over the remained of this financial
year and the start of FY16. The RBA rate cuts are
also likely to have a positive impact on sales,” he
says.
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 questions YOU have to ask
by Peter Switzer
The playbook
The question is, as this stock market does not often
deliver what we want, how should we play this
frustrating market? Unquestionably you have to ask
yourself the question: “Where is this market
heading?”
The drivers
And the next question has to be: “What are going to
be the key drivers that will determine my returns over
the next couple of years?”
I purposely say “a couple of years” because I am
certain we have, at least two good years investing in
stocks, despite expected corrections. In all likelihood
it could be four years left but I would never write that!
Oops!
On the ‘where are we heading’ issue, let me use
history to give it to you in numbers. First we take
6000 this year and then we head towards 6800. That
should mean we have followed the historical script
that we take out the old all-time high before we create
a new all-time high before giving into another market
crash.
We finished Friday at 5644.7, so to 6000, that’s a
6.3% rise — which is not hard to believe. The next
stop is 6800, which suggests a 20% gain! Why
wouldn’t you be in stocks with that possibility
beckoning?
But given that history says we should go even higher,
playing stocks looks like a gift, especially given where
term deposits are.
So, on our best guess basis, that’s where we are
heading but what about the strategies? To get these
right, we need to ask: what do we expect to happen?

I suggest the following:
Our dollar falls to the low 70s but some
economists say we’ll eventually see a
60-something exchange rate against the US
dollar!
The greenback rises on the Fed’s interest
rate increase, probably later this year.
The stock market falls as Wall Street deals
with the belief that the Fed is about to raise
rates.
Our market follows suit but it creates even
more opportunity for the courageous or smart.
Wall Street resumes its upward march based
on an economy strong enough to need rate
rises.
The European economy gets better, thanks to
QE.
Japan gets better because of its QE.
Our economy starts to grow faster in 2016
and optimism starts to takeover from
pessimism as the dollar falls.
China performs better than many negative
types expect, but both oil and iron ore prices
remain at non-elevated levels, compared to
the past, which actually should be good for
economic growth and inflation.
What I have described above is the blow by blow
explanation for what looks like a slow, long grinding
out economic recovery worldwide, which will underpin
a long, drawn out bull market, where the returns will
be OK but nothing all that flash.
That said, the low interest rates, thanks to QE and
loose money programs of central banks right around
the world, will keep term deposits and bonds yields,
though higher, not at levels great enough to make us
want to dump stocks.
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The strategy
So, your strategy to make money in this market is to
buy the quality companies that pay dividends in good
times and bad. And the best time to buy them is when
the market takes a dislike to them.
So if you want some guidance on what might lie
ahead, have a look at Ron Bewley’s 12-month
forecast for the sectors.
Let’s take our favourites — financials — and the
insider analysts that Ron surveys say they will yield
5.4% and they expect a 9% gain on share prices for a
total return of 14.4%. That’s their best guess while
energy looks like it will go ballistic.
That one worries me a little, but there are some
optimistic oil price forecasts out there. I’m still a bit
suspicious of that big call on energy for the year
ahead but it does suggest that the sector should do
better than over the past year.
Still the most important point is that the analysts of
the broking and funds management world see our
stock market delivering a nice 15.5% return — 4.5%
yield plus 11% capital gain!
That’s not bad and given I’d be happy with a 10%
return from stocks, I pose the question: “What are
you frustrated about?”
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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7 super blue chips
by James Dunn
Key points
Blue chips attain their status because they
generally show very strong track records of
generating return for shareholders.
More recently, blue chip status has become
associated with high dividend yields.
The Magnificent Seven are the big four banks,
Telstra, BHP and Wesfarmers.

But holding blue chips should not be considered a
set-and-forget investment – just as, at some times,
they represent relatively good value, they can also
sometimes move to an over-valued state.
This week and next, we’ll be looking at what the
market is saying about the top blue chip stocks, and
the next big blue chip things. This week, here is the
tale of the tape on the Magnificent Seven – the
ASX’s seven largest stocks by market value.

They dominate the shareholder lists, and the
S&P/ASX 200 Index in terms of weighting. They are
the “blue chips” of the Australian market, the
strongest, most rock-solid stocks.

CBA

The blue chips attained their status because they
generally show very strong track records of
generating return for shareholders, but they cannot
be expected to be immune from a market slump. For
example, between November 2007 and February
2009; when the S&P/ASX 200 Index lost 54.5%, all
the blue chip Australian stocks of course fell too. But
the blue chip stocks generally recover quickest from
share market slumps.

Consensus estimated FY15 yield: 5.1%
Consensus estimated FY16 yield: 5.2%
Consensus estimated price target: $86.38 (3.9%
upside risk)

More recently, blue chip status has become
associated with high dividend yields, as low interest
rates have pushed investors to look to the share
market for income. The growth of self-managed super
funds (SMSFs) has generated huge demand for fully
franked dividend income, which is augmented greatly
in SMSF hands by the partial rebate of franking
credits to a fund in ‘accumulation’ phase and full
rebate of the franking credits in ‘pension’ phase.
This effect has elevated the likes of the big four
banks, Telstra and retail giant Wesfarmers past blue
chip status almost to that of sacred cow.

Market cap: $137.9 billion
Five-year total return: 16.7% a year

The Australian banks are still mighty profit engines,
but the market is grappling with the likelihood that the
banks will be forced by regulators in the near future to
hold more capital (against the risk of bank collapses),
thus crimping their ability to pay dividends. Bank
prices have run strongly as yield-oriented investors
pile into the dividends – which can yield twice as
much as the banks’ own term deposit interest rates –
and while that relative value is likely to remain in
place, investors buying bank shares for capital growth
in the short term could be disappointed.
CBA analysts are definitely split on the stock, with
views ranging from Citi’s ‘sell’ call, with price target
of $80.00, to Macquarie’s ‘outperform’ rating, and
hefty price target of $100.96.
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Source: Yahoo!7 Finance, 25 May 2015

Source: Yahoo!7 Finance, 25 May 2015

BHP Billiton

Westpac

Market cap: $104.3 billion
Five-year total return: –1.3% a year

Market cap: $103.1 billion
Five-year total return: 14.8% a year

Consensus estimated FY15 yield:* 5.4%
Consensus estimated FY16 yield:* 5.4%
Consensus estimated price target: $32.51 (11.2%
upside risk)

Consensus estimated FY15 yield: 5.7%
Consensus estimated FY16 yield 5.9%
Consensus estimated price target: $35.28 (8.4%
upside risk)

BHP has been trying to grow its business in an
environment of weak commodity prices, expand its
“progressive” dividend policy and protect its credit
rating. It has just spun off “non-core” base metals
and (some) coal operations in the form of South 32,
and BHP is now honed down to its core “four pillars”
operations of iron ore, copper, coal and petroleum,
with potash held as a fifth, future growth option.

Westpac presents a surprising optimism from its
analyst pack on price, with two of eight firms rating it
better than ‘hold’ (JP Morgan has an ‘overweight’
call, while UBS calls it a buy.’) But even some of the
firms making hold/neutral calls see significant upside
in the stock, and the consensus prices WBC with
8.4% upside.

While BHP has been a recent laggard, analysts are
surprisingly optimistic on the stock, led by Deutsche
Bank, which has a price target of $36.20 on BHP – or
almost 24% higher than the present price. Credit
Suisse is the least impressed broking firm, rating BHP
an ‘underperform’ at present – with a price target of
$29, and JP Morgan also sees the price falling,
holding a ‘neutral’ rating.
BHP reports in US$: estimated yield using the
current A$/US$ exchange rate of 78.23 US
cents.

Source: Yahoo!7 Finance, 25 May 2015
ANZ Bank
Market cap: $91.6 billion
Five-year total return: 15.2% a year
Consensus estimated FY15 yield: 5.7%
Consensus estimated FY16 yield: 5.9%
Consensus estimated price target: $34.97 (9.1%
upside risk)
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ANZ’s analyst are also divided in their views, ranging
from Morgan Stanley’s ‘underweight’ call, and
$30.90 target price, to JP Morgan’s ‘add’ rating and
highly bullish price target of $39.00.

Source: Yahoo!7 Finance, 25 May 2015
NAB
Market cap: $83.6 billion
Five-year total return: 15.1% a year
Consensus estimated FY15 yield: 6.0%
Consensus estimated FY16 yield: 6.1%
Consensus estimated target price: $35.64 (7.3%
upside risk)
All of NAB’s analysts see the stock moving higher in
price, with targets ranging from $33.50 (Citi) to
$38.55 (Morgans). Surprisingly, although it is the
most bullish on price target, Morgans only rates NAB
as a ‘hold’. Only two brokers have an
unambiguously positive rating on NAB, with Credit
Suisse on ‘outperform’ and Morgan Stanley
(overweight).

Consensus estimated FY15 yield: 4.9%
Consensus estimated FY16 yield: 5.2%
Consensus estimated target price: $5.70 (8.1%
downside risk)
According to the analysts that follow it, Telstra has
temporarily given up the effort to regain February’s
14-year peak of $6.60 – the stock is down 6% since
then, with further downside opening up underneath it.
Telstra posted a healthy increase in first-half net
profit, up 21.7% to $2.1 billion, but its revenue growth
was subdued. Telstra has massively rewarded
investors who stuck with it (or even better, bought it)
in the dark days of a sub-$3 price four years ago, but
analysts see a pullback in the offing. Longer-term, the
evolution of the “Internet of Things” – wireless
connectivity enabling machines to swap and
processing information in real time, with
computer-connected humans observing, analysing
and acting upon the resulting ‘big data’ explosion –
will be a huge driver for Telstra, but for now, it is
considered over-valued.

Source: Yahoo!7 Finance, 25 May 2015
Wesfarmers
Market cap: $50.5 billion
Five-year total return: 14.6% a year
Consensus estimated FY15 yield 5.0%
Consensus estimated FY16 yield 5.0%
Consensus estimated target price: $42.44 (3.2%
downside risk)

Source: Yahoo!7 Finance, 25 May 2015
Telstra
Market cap: $75.8 billion
Five-year total return: 24.6% a year

Although Wesfarmers is still a conglomerate, the
sheer success of its retail businesses, including its
hardware powerhouse Bunnings, means it is now
effectively a retailer, generating more than 90% of its
earnings from that source. Buying the Coles Group’s
retail brands in the midst of the GFC was a
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transformative move. Wesfarmers is extending its
footprint further into financial services – it recently
bought GE’s 50% share in their $850 million joint
venture credit card business, which has been issuing
credit cards under the Coles brand in Australia for
more than two decades. But investors mainly view it
in comparison with retail arch-rival Woolworths: it has
opened up a big premium there – analysts have it
trading on a prospective FY15 price/earnings (P/E)
ratio of 20.1 times earnings, compared to
Woolworths’ 14.6 times earnings; for FY16,
Wesfarmers is priced on 18.7 times earnings versus
Woolworths on 14.9 times earnings. But analysts see
Wesfarmers as fully valued for the present.

Source: Yahoo!7 Finance, 25 May 2015
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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Why you need to know about a new investment in
toll roads and power stations
by Paul Rickard
Key points
The Australian listed infrastructure sector is
quite narrowly based, compared to the global
infrastructure sector, and there is a wider
variety of sub-sector opportunities available
offshore.
Argo has appointed Cohen & Steers Capital
Management to manage and invest the
portfolio.
A free option with each security, which will
also be listed, could push the combined value
over $2.

According to the portfolio manager (see below), there
are only 15 listed infrastructure companies in
Australia with a combined market cap of around $72
billion. Globally, the universe is 350 companies worth
around $4.6 trillion Australian. Approximately 50% (by
market cap) are based in the USA, with country and
sub-sector breakdowns as follows:
Indicative Country Weighting

Argo’s loyal shareholders and broker clients are
being offered the opportunity to invest in a new listed
investment company, Argo Global Infrastructure
Limited. This will be quoted and traded on the ASX,
under stock code ALI.
This is the first Australian listed investment company
or listed managed fund to offer exposure to global
infrastructure assets.
The case for global infrastructure
The Australian listed infrastructure sector is well
known to investors, with companies such as Sydney
Airport, Transurban and APA. Privatisation has
played a key role in its development.
It is quite narrowly based compared to the global
infrastructure sector, as it is dominated by utilities, toll
roads and airports. In addition to the wider variety of
sub-sector opportunities available offshore, Australia
is ahead in the ‘privatisation game’, meaning that
there are going to be more interesting investment
opportunities offshore as privatisation initiatives take
shape.

10

Indicative Sub-Sector Weighting

infrastructure assets, it manages around $A5.7 billion.
It uses a balance of top-down industry sector and
sub-sector research, combined with specific
bottom-up company analysis. The team that will
manage ALI boasts a fairly impressive track record.
According to the Product Disclosure Statement, the
two immediately comparable funds managed by
Cohen & Steers have outperformed their benchmark
indices over all time periods to 31 March 2015.
Cohen & Steers will be paid half the total
management fee, with the other half to go to
subsidiary company of Argo Investments limited, Argo
Service Company Pty Ltd.
All up, the management fees are based on a sliding
scale depending on the size of the portfolio:

Potentially, investing in global infrastructure assets
offers exposure to attractive and stable income
returns, strong total returns, low volatility and low
correlations to broader equity markets. Further,
significant growth in the breadth of listed investment
opportunities is expected to occur, driven in part by
historical underinvestment in infrastructure, and a
growing reliance globally on private industry to
provide infrastructure services.

1.20% pa on the portfolio value, up to and
including $500 million;
1.10% pa above $500 million up to $1 billion;
1.00% pa above $1 billion.
The offer

The company

Argo is looking to raise up to $600 million, via the
issue of 300 million shares at $2.00 each. Investors
can apply for a minimum of 1,000 shares ($2,000). A
minimum subscription amount for the offer to proceed
has been set at 100 million shares ($200 million).

Argo Global Infrastructure (ALI) will invest in an
actively managed portfolio of 50 to 100 securities,
with 80 – 100% of the portfolio in global listed
infrastructure securities and 0 – 20% invested in
global infrastructure fixed income securities. Up to 5%
of the portfolio may also be held in cash securities.

Investors who take part in the IPO will be issued one
option for each share subscribed. The options can be
exercised at any time up until 31 March 2017, by
paying $2.00 to the Company for new shares. The
options will be listed, and trade on the ASX under the
code ALIO.

The portfolio will generally be unhedged for currency
movements – although the company may initiate a
defensive hedging strategy if it sees a significant risk
of currency weakness (in this case, Australian dollar
strength).

Due to issuing costs (essentially a placement
commission to the selling brokers of 1.5% and joint
lead manager costs of around 1.1%), the $2.00
shares will have a Net Asset Value on listing of
around $1.967 (range of $1.966 to $1.967).

Argo has appointed Cohen & Steers Capital
Management to manage and invest the portfolio.

Key dates are:

The portfolio manager
Cohen & Steers is a NYSE listed fund manager,
managing around $A71.1 billion in assets. In

Offer Closes: 19 June
Trading on ASX Commences: 3 July
Expiry date for options: 31 March 2017
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Offer sweeteners
Argo Investments (the listed investment company) will
be investing $25 million of shareholders’ money. This
is nice – however on a portfolio of around $5 billion –
represents a tiny 0.5%. It won’t have any meaningful
impact on portfolio performance.
The second sweetener is the “free” option. It costs
nothing to issue, and is meant to help defray the
“perception challenges” about investors paying
$2.00 for a share that is really worth $1.967. The
option, of course, has a time value – and maybe with
the share, the combined value of the two will be worth
more than $2.00 on listing.
Because the options are, if exercised, dilutive, this will
limit the potential for upside growth in the share price
until March 2017.

Invest now or invest later? Personally, I hate paying a
premium to invest (sometimes, you have to do this to
cover costs like stamp duty – however, paying for
someone to sell something to you goes against the
grain). The option will have a value upon listing – so
maybe it is line ball.
It is worth considering, as a component of your
offshore allocation. To invest, contact your broker or
go here.
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.

Bottom line
Global infrastructure is certainly an interesting asset
class, and ALI is an easy way to invest in it. While it
doesn’t quite tick all the “reason” boxes for investing
offshore like investing in offshore shares does (we
simply don’t have companies like Apple, Google or
Pfizer in Australia – whereas we do have toll-roads,
airports and pipelines), Argo makes a pretty strong
case as to why the investment makes sense. It is
certainly very hard to argue with the track record of
the portfolio manager Argo has selected to partner
with.
A limitation is that it is only investing in listed
infrastructure securities – there is no doubt another
world of unlisted infrastructure assets to invest in.
And while this shouldn’t be a reason not to invest,
because the underlying assets are offshore assets
and ALI is carrying a deferred tax asset, dividends
from ALI won’t be up there in the franking credit
league table.
The management fee is also on the high side. It is
clear what the portfolio manager is being paid for –
less clear why Argo Services is getting the other half
of the fee. These aren’t the only costs – the company
(shareholders) will also incur other costs, such as
director fees.
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Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
In the face of a struggling and volatile share market,
stockbroking analysts have gone relatively quiet.
Upgrades and downgrades are predominantly
news-related with Cardno (profit warning) and James
Hardie (better than expected result) featuring
prominently.
In the good books
AGL Energy (AGL) was upgraded to Outperform
from Neutral by Macquarie. Buy/Hold/Sell: 4/3/1
AGL will launch a new strategy next week. With coal
a dirty word and new energy in the form of household
solar and batteries growing fast, the broker expects
AGL will focus on cost restructuring and efficiencies
and small asset divestments. AGL’s low cost coal
generation provides flexibility and the company is well
placed with regard to a recovery in carbon offset
prices, and the broker suggests cost discipline should
flow through to improved dividends.

Beach Energy was (BPT) upgraded to Neutral,
High Risk from Sell by Citi. Buy/Hold/Sell: 0/4/3
Citi has upgraded oil and FX forecasts. The broker
expects the low point in oil will come in the second
half of 2015, with supply and demand responses
improving thereafter. The sector remains attractive for
the broker although the near-term oil price is a risk.
The broker considers Beach fairly priced at current
levels.

Northern Star (NST) was upgraded to Outperform
from Neutral by Macquarie. Buy/Hold/Sell: 1/0/0
An update from Northern Star highlighted impressive
exploration results at Kundana and a possible mine
life extension for Kanowna Belle, the broker notes.
Drilling at other sites should provide for a material
resource upgrade. The company has now ruled out
acquisitions given ongoing positive exploration
results, and the broker expects production to improve
from a weak March quarter.
In the not-so-good books
Cardno (CDD) was downgraded to Sell from
Neutral by UBS. Buy/Hold/Sell: 2/3/1 The company
has guided to FY15 profit of $48-51 million. The mid
point of this guidance suggests a decline of 37%.
Given the asset-light nature of the business, UBS is
concerned about the balance sheet and downgrades
to Sell from Neutral. The broker believes guidance
can only imply that the Australian operations have
been structurally impaired by the collapse in the
mining cycle while North American operations have
felt the pinch of the decline in oil and gas investment.

James Hardie (JHX) was downgraded to Neutral
from Overweight by JP Morgan. Buy/Hold/Sell:
2/5/0 The company has made up ground over the
final quarters of FY15 and the results comfortably
exceeded the broker’s expectations. JP Morgan still
believes James Hardie offers the most attractive and
predictable growth profile in the sector but that this is
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also priced in. As a result the rating is downgraded.
Sheffield Resources (SFX) was downgraded to
Neutral from Outperform by Macquarie.
Buy/Hold/Sell: 0/1/0 The pre-feasibility study on
Thunderbird confirms the potential of a significant
development, although at higher capex with lower
production and a delayed start up. The results are
disappointing. Macquarie considers it unlikely the
project will meet previous expectations. Combined
with a bearish outlook for mineral sands, the broker
considers the project is significantly more challenging.
Earnings Forecast

FNArena tabulates the views of eight major Australian
and international stock brokers: BA-Merrill Lynch,
CIMB, Citi, Credit Suisse, Deutsche Bank, JP
Morgan, Macquarie and UBS.
Important: This content has been prepared without
taking account of the objectives, financial situation or
needs of any particular individual. It does not
constitute formal advice. Consider the
appropriateness of the information in regards to your
circumstances.
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There’s no slowing this property boom
by Switzer Super Report
The property market continued to steam ahead this
week with the national clearance rate across the
combined capitals rising to 78.4% from 77.5%. The
number of auctions was also up – to 2470 from 2232
the previous week.
There was also a near 10-percentage point jump on
last year’s clearance rate of 67.1%.
Capital city auction statistics (preliminary)

Sydney edged nearer to the 90% mark this week,
with 86.9% of 770 auctions captured by Core Logic
RP Data going under the gavel.
That result is up from 85% last week and 73.1% this
time last year. Buyers are looking to the Inner West of
Sydney, with this Sydney sub-region receiving the
best clearance rate of 94.7%.
Weekly clearance rate, Sydney

In Melbourne, the clearance rate edged higher to
80%, up from last week’s of 78.3%. At the same time
last year, its clearance rate was significantly lower at
66.6%.
The best performing sub-region in Melbourne this
week was the Outer East, where 87.3% of reported
auctions were cleared.
Weekly clearance rate, Melbourne

So what’s heating up the property market? Senior
research analyst at Core Logic RP Data, Cameron
Kusher, told Switzer Home Loans that while low
interest rates are part of the equation, the growth in
investment lending is one of the major drivers of the
strength in the growth of Sydney and Melbourne
values.
“The latest housing finance data to March 2015
shows that investment housing finance commitments
rose another 6.4% to be 20.9% higher over the year.
At the combined capital city level, home values
started to increase in this current phase from a low in
May 2012. Over the current growth period, Sydney
home values have increased by 40.2% and
Melbourne by 24.5%,” says Kusher.
Kusher also reminds investors to think about potential
rental yield, not just capital growth, when considering
a purchase.
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“Although the growth in values is much stronger in
Sydney and Melbourne, these cities also have the
lowest rental yield profile. While it is fine to focus on
capital growth while it is strong, we would alert
investors in these two cities that growth won’t remain
strong forever and they should also pay some
consideration to the current yield and the yield
potential for their investment properties.”
Capital city private treaty median prices

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

16

