Monday 15 June 2015

Follow the leader
Stock market watchers will be looking for two curve balls – Greece and the US Federal Reserve. As is
often the case, our stock market will likely wait and see how Wall Street reacts. I talk about this and
more in today’s note.
Also in today’s Switzer Super Report, with the end of the financial year approaching fast, Paul Rickard
has six investing actions to take. Get cracking! Plus, to take advantage of New Zealand’s strong
economic growth, James Dunn has five companies to consider from across the ditch that are listed on
the ASX.
Buy, Sell, Hold – what the brokers say reveals upgrades for Santos and Westpac and a downgrade for
iiNet, and there was strong auction activity over the weekend with Sydney continuing to punch above
the 85% clearance rate.
Sincerely,

Peter Switzer
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6 Investing actions to take before the end of the
year
by Paul Rickard
Last week, we looked at the essential super actions
to check off before the end of the financial year. This
week, we look at the investing actions to take. And
with only 14 sleeps to go, there is little time to waste!
1. Review your investment strategy
You should review your SMSF’s Investment Strategy
whenever the circumstances of your members’
change, and periodically to make sure it is up to date
and meeting your objectives. The transition from one
financial year to the next is a good trigger point in this
regard.
As part of any review, also consider the insurance
needs of your members (life, TPD etc). While you are
not required to take out insurance, the SIS Act
requires that Trustees review regularly whether their
Fund holds insurance cover for the members.
2. Check and confirm your asset allocation
Working top down first, let’s start with your Fund’s
overall asset allocation. While you are not necessarily
going to manage the allocation dynamically, they are
also not meant to be static. If the circumstances of
one of the members changes, or the investment
objectives change, or your preparedness to accept
risk changes, then your asset allocation will probably
need to change.
Also, as your views on markets change and asset
classes perform relative to each other, you may wish
to review your allocation. And as the weighting is
based on the market value of each asset class, the
chances are that your allocation at the end of the year
will be somewhat different to how you started the
year.
Listed below are some indicative target asset
allocations. These are categorised according to 6

common risk profiles, and comprise standard assets
only. Starting with the ‘Secure’ profile, income style
assets are weighted at 100% and growth style assets
are weighted at 0%. At the other end of the spectrum,
‘High Growth’, income style assets are weighted at
1% and growth style assets are weighted at 99%.
Indicative Target Allocation by Risk Profile

3. For stocks, check your sector allocation
Continuing the “top down” approach in relation to
your share portfolio, is the balance across the sectors
right?
The S&P/ASX 200 is divided into 11 industry sectors,
which have different weights according to the market
capitalisation of the stocks that make up that sector.
Over the course of the year, the weightings change
as companies join or leave the index, others raise
capital, and due to changes in the share price, the
market value of each company changes.
Depending on your Fund’s investment objectives,
you will probably target biases in some sectors where
you will be overweight relative to the index, and in
other sectors, underweight. For example, if your main
priority is growth, you may wish to be overweight
sectors such as consumer discretionary, industrials
and health-care, and potentially underweight some of
the defensive sectors such as utilities and property
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trusts or AREITs.
The following table shows the sectors and current
S&P/ASX 200 weights (as at 29 May 2015), together
with the current sector biases for the Switzer Income
Oriented Portfolio and the Switzer Growth Oriented
Portfolio.

Importantly, you can offset capital gains with capital
losses, and losses that cannot be used can be carried
forward to the next tax year.
So, if you have taken capital gains during the year,
then you may want to consider any assets in a loss
situation and review whether you should continue to
hold them. Of course, tax should never be the primary
driver for an investment decision.
And just because you haven’t set out to sell shares
on the ASX doesn’t mean you haven’t taken any
gains. Takeovers are a disposal for CGT purposes –
in 14/15, a number of high profile companies were
taken over including David Jones and Toll Holdings.
Also, you may have taken part in the Medibank IPO
and then sold the shares.
6. Investment property? Deductions to organise?

If the actual sector bias in your Fund is different to
how you intend it to be (your target position), then
depending on the materiality, you may want to take
action to address it.
4. Throw out the dogs
Next in relation to your share portfolio, do you have
any dogs? The hardest part of investing is to
acknowledge a mistake and cut a position. There is
an old adage that goes “your first loss is your best
loss”, and in my experience, this proves right (in
hindsight) at least 8 out of 10 times.
In thinking about this, you will also take into account
your sector positions and mismatches away from your
target position. The other factor that may influence
your decision is whether you can utilise any capital
loss.
5. Capital gains tax to pay? Can you offset with
losses?
If your fund is in accumulation mode, then you are still
liable for capital gains tax. While the nominal tax rate
is only 15%, it is further reduced to 10% of the gain if
the asset has been held for more than 12 months
(super funds get a 1/3rd discount).

If your Fund has purchased an investment property
and it is in the accumulation phase, then you should
be able to claim a number of deductions. While you
cannot claim capital costs (these can potentially be
used to increase the cost base and reduce any
subsequent capital gains tax on disposal), you can
claim revenue costs and you can claim depreciation.
Revenue costs are those costs incurred in the
process of earning the rental income. They include,
but are not limited to:
Advertising for a tenant;
Loan interest and bank fees;
Body corporate fees, rates, energy and water
bills;
Land tax;
Cleaning, mowing, gardening, repairs and
maintenance;
Building, contents, liability and landlord’s
insurance;
Property management fees, legal fees (not
relating to the actual purchase);
Lease costs;
Pest control;
Quantity surveyor’s fees;
Security patrol fees;
Stationery, postage and telephone; and
Travel expenses when inspecting the
property.
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The list goes on, and your accountant will be able to
tell you what’s included as a viable property
expense.

assess this for you, and of course, your claim is
limited to 100% of the cost of the construction. It is
calculated at a rate of 2.5% of the cost.

You cannot claim:

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.

Stamp duty on conveyancing;
Expenses on the property not actually paid by
you, such as water and electricity paid by the
tenant; and
Expenses that do not relate to the renting of
the property.
Depreciation can be divided into two types
—depreciation on plant and equipment (also known as
Division 40 deductions) and depreciation on the
building or capital works deductions (also known as
Division 43 deductions).
Where an item of furniture, or a fixture or fitting not a
part of the building, is used to produce income, then
the cost of its depreciation may be claimed against
earned income. You have two methods to choose
from in calculating the depreciation – the prime cost
method or the diminishing value method The rate at
which you can depreciate an item will depend on its
effective life, and is anywhere between one and
twenty years. The ATO has determined the average
effective life on a long list of common items, however
you can make your own estimate of effective life if it
can be substantiated with evidence.
As a rule of thumb, if the item can be moved, then it is
an item of plant and can be claimed as plant and
equipment (fixtures, fittings and furniture)
depreciation. If, on the other hand, it is part of the
setting for a rent-producing activity, rather than a
fixture, fitting or piece of furniture, then it would be
claimed as a part of the capital works deductions.
Capital works deductions may include things such as:
In-ground swimming pools, saunas and spas
Plumbing and gas fittings
Garage doors, roller shutters and skylights
Sinks, tubs, baths, washbowls and toilets
Capital works deductions include the cost of the
construction of the building apportioned over a 40
year period. You may need a Quantity Surveyor to
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What curve balls ahead will stop stocks rising?
by Peter Switzer
I know I once joked with you that Greece as an
economy and world power peaked in 340 BC but
stock markets are still nervous about the negotiations
that come to a head at the end of June.

counter-proposals and that Athens and its creditors
are closer than ever to a deal.” (CNBC) That’s the
official line and it would be great to get this big
question mark for stocks out of the way.

But the Greeks aren’t the only curve ball that we
have to cope with in coming weeks — there’s the
possibility the Fed will raise interest rates in
September and it meets on Wednesday, so all eyes
and ears will be on what the Chairman Janet Yellen
has to say.

That’s the optimist’s view but this from CNBC
concerned me: “Worried about Greece, the ECB told
all the central banks in Europe to get liquid, resulting
in the sale of German and U.S. government bonds,
which pushed yields inversely higher.”

This in turn could have a big impact on the bond
market that many experts tell us is poised to explode
or implode! Either way, it is just another uncertainty to
throw into the mix for stock players.
On top of these issues the Yanks get a lot of
economic data and we hear a fair bit from our
Reserve Bank with two speeches, the minutes of the
last meeting of the board and the RBA Bulletin to be
released.
I think we will be in a passive, follow the leader mode
until we see what the Fed says and how the bond
market reacts. And then how Wall Street responds
will be crucial to how our market performs.
And adding pressure to all of this will be the Greek
negotiations which oscillate from positive to negative
and given how stock markets have responded to both
sorts of news, I have to admit that Greece could be a
big fly in the ointment for our stock market’s overdue
recovery.
Let’s start with Greece as I am actually writing this
from the place and if you looked at the Greeks out
enjoying themselves you wouldn’t think
unemployment was 26%! The next date to focus on is
June 18 with the weekend bringing the optimistic
tidings that the “Greek government is ready to submit

I can’t believe the EU and Greece are happy to roll
the dice on default and the drachma!
The next issue to be aware of is the Federal Open
Market Committee meeting on Wednesday with its
June statement expected to give stronger hints about
when interest rates will rise. September is the
consensus view following a good run of economic
data, but the Fed could hold out to be doubly sure
that the US economic recovery is firmly entrenched.
Moving too soon, some argue could see the Yanks be
in a situation similar to the Kiwis where the central
bank there started raising rates last year and then as
export prices fell, the Governor Graeme Wheeler had
to U-turn and start cutting again!
That said it should be remembered that exports are
only 10-15% of the USA’s GDP, which means higher
rates and a higher greenback should have a lesser
drag on the economy.
On the subject of good economic data the latest
reading of the Michigan Consumer Sentiment for
June came in at 94.6 compared to final May read of
90.7 and that’s progress.
Okay this takes us to the third issue to be mindful
about — the bond market and how it could respond to
the prospect of rising interest rates in the USA.
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Since the GFC, bonds were the investment of choice
for anyone scared of risky assets such as stocks.

Leger’s Day” — September 10 — which could be a
wise strategy.

However, as official rates start to rise thanks to the
Fed, bond yields will have to rise and this happens
when groups like mutual funds try to dump their low
yielding bonds to get into higher yielding ones. UBS
calculates that total US bond fund assets have
surged to $US3.54 trillion as of March 31 and that
was about a trillion dollars greater than from five
years ago.

The best buying could come earlier than this but
timing the market is always hard and its even harder
when a Grexit is added to the first US rate rise and
then a possible bond market meltdown.

So bond prices will fall as sellers outweigh buyers
and this could lead to a stampede, scary headlines
but I don’t think it has to hurt stocks permanently. It
could be a short-term thing driven by the uncertainty
of the bond market meltdown.
Experts on the bond market say a stampede has to
be avoided as it pushes bond prices down sharply
which then pushes up yields very high and that’s
when stocks could have some rivals.
This is why what Janet Yellen says this week will be
vital. The message has to be that when rates rise —
possibly in September, which will be the first rise in
nine year! — they will be raised slowly and if the
markets gets and believes this message then it will be
very good for the bond market and then stocks.

One final point, if a Greek debt settlement helps us
believe in the economic future of the Euro zone and
the first US rate rise not only does not KO the bond
market but also pushes up the greenback, which then
takes our dollar down, just when our economic
fortunes are on the improve here, then this sets us up
for the overdue stock market recovery.
I’m wishing for a lot but it’s all very possible.
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.

Source: Yahoo!7 Finance, 15 June 2015
A few months back I talked about the old “sell in May
and go away” maxim and it looks like this year it has
been a wise strategy as our S&P/ASX 200 index has
gone from 5,901.80 on May 5 to 5,545.3 where we
finished on Friday. That’s a 6% loss and given the
dramas likely over June and September, when the
first rate rise could happen in the USA, the second
part of that maxim “and do not return until St.
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Five stocks from across the ditch
by James Dunn
New Zealand has emerged as an unlikely economic
leader, outstripping its developed-country peers in
growth. The land of the long white cloud was the
fastest-growing of the 34 OECD (Organisation for
Economic Co-operation and Development)
economies in the past year, and the country’s
Treasury expects the New Zealand economy to grow
by 3.3% this year, after growth of 2.5% in 2014.
Australians are well-placed to take advantage of their
near-neighbour’s economic strength: there are 37
New Zealand stocks listed on the ASX. Here are five
that could be worth a look.

strong FY15 result, and has “never been better
positioned” financially. The broker sees a target price
of NZ$3.20 (equivalent to $2.89), while UBS and
Deutsche Bank look for NZ$3.15 ($2.85) – however
Credit Suisse rates the stock a sell, seeing NZ$2.25
($2.03) as its target price.
On consensus forecasts, at current exchange rates,
AIZ is trading at a 5.6% yield for FY15 and 6.3% for
FY16, unfranked. AIZ’s New Zealand imputation
credits are not available to Australian residents but
the New Zealand government refunds the imputation
amount to foreigners, minus 15% withholding tax.
This refund is paid as a supplementary dividend.

Air New Zealand (AIZ, $2.35)
Market capitalisation: $2.63 billion
Prior to Qantas’ spectacular recent recovery – from
$1.34 a year ago to $3.22 – the Kiwi flag carrier was
cutting its Australian rival’s lunch. And while Air New
Zealand can’t match Qantas’ 138% return (all in
share price gain) over the last 12 months – Air New
Zealand has only generated 23.1% over the last 12
months – the Kiwi airline has outperformed Qantas
over three years (62.4% a year versus 44.1% a year)
and five years (26.9% a year versus 6% a year).

Source: Yahoo! 7 Finance, 15 June 2015
A2 Milk Company (A2M, 52.5 cents)

Simply put, AIZ has been doing better than Qantas,
and for longer. Where Qantas lost money in two of
the last three financial years – including a record $2.8
billion loss last financial year – Air New Zealand has
been profitable since 2002. Qantas has not paid a
dividend since FY09.

Market capitalisation: $332.5 million

The strong projected New Zealand economic growth
and a benign competitive backdrop have analysts
expecting more of the same for Air New Zealand.
Macquarie, for example, rates AIZ as outperform,
saying it does not see any real competitive threat to
Air NZ, suggesting the company is set to release a

Most cows produce milk with different proteins, called
A1 and A2 (among others). But some people can
tolerate milk that only has the A2 protein. A2M says it
has developed a process to identify cows that only
produce this protein, meaning the company can
deliver milk only containing the A2 protein. A2M

By now, most fridges in the country would have at
least flirted with A2 milk, which since it arrived in
Australia in 2007, has built its market share to 9% of
the Australian fresh milk grocery market.
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markets its milk to consumers who have previously
had trouble digesting dairy products, saying they
should be able to consume its product with no
problems – which, it must be said, not everyone in the
global dairy industry accepts as true.
A2M listed on the ASX in March 2015. The company
sells its milk in New Zealand, Australia and the UK
and is building its infant formula sales in China. The
company says sales in the US are imminent. Brokers
expect first profit to come through in the FY15 result.
UBS has a target price on the stock of NZ 92 cents
(83.1 cents), while Credit Suisse says NZ 76 cents
(68.7 cents) and Deutsche says NZ 75 cents (67.8
cents).

(FY16). And KMD pays fully franking dividends, which
augments those yields further in the hands of
Australian SMSFs.

Source: Yahoo! 7 Finance, 15 June 2015
Fisher & Paykel Healthcare (FPH, $6.48)
Market capitalisation: $3.61 billion

Source: Yahoo! 7 Finance, 15 June 2015
Kathmandu Holdings (KMD, $1.19)
Market capitalisation: $240 million
Hammered by a flurry of profit downgrades over the
last couple of years, outdoor leisure retailer
Kathmandu plunged from the heights of $3.68 in May
last year to the current price of $1.19, on the way to
slipping into net loss in the half-year (to January
2015). But the company is making reasonable
progress in expanding into the UK and in the lead-up
to the usually stronger winter trading season, analysts
are generally bullish on Kathmandu, with a
consensus target price of $1.62 implying 36% upside
from present levels. That is skewed by Morgan
Stanley’s extremely positive view: it has a target
price on KMD of $1.80.

There used to be two Fisher & Paykel stocks listed on
the ASX, but the appliance-maker was delisted in
2012. That left Fisher & Paykel Healthcare, which
designs, makes and markets products and systems
for use in respiratory care, acute care, and the
treatment of obstructive sleep apnoea (RSA). It sells
its products and systems in more than 120 countries
worldwide, where it competes with Phillips Healthcare
and ResMed.
FPH has been an excellent performer in recent years,
delivering on the ASX total shareholder returns of
25.2% a year over five years, 65.3% a year over
three years and 50% growth over the past 12 months.
That rise has analysts divided: Deutsche Bank rates
the stock a buy, with a target price of NZ$7.94 ($7.18)
and Macquarie calls FPH an ‘outperform,’ with a
target price of NZ$7.25 ($6.55), but UBS, Citi and
Credit Suisse all have a target price lower than the
current share price. In addition, FPH is not a great
dividend payer: analysts expect it to pay 15.4 cents a
share, unfranked, in FY16, for a prospective yield of
2.4%; and 17.9 cents a share in FY17, again
unfranked, for a prospective yield of 2.8%.

Kathmandu is expected on consensus forecasts to
pay a full-year dividend of NZ 7.4 cents a share in
FY15 and NZ 8.7 cents a share in FY16, which on
current exchange rates equates to a forecast yield to
Australian shareholders of 5.6% (FY15) and 6.6%
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Source: Yahoo! 7 Finance, 15 June 2015

Source: Yahoo! 7 Finance, 15 June 2015

Xero (XRO, $17.59)

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.

Market capitalisation: $2.39 billion
New Zealand-based cloud accounting software
provider Xero, which floated on the New Zealand
Stock Exchange in June 2007 at NZ$1 a share, has
been an outstanding performer – it has risen more
than 1800% on the stock market.
But despite this rise almost making it worth as much
as Air New Zealand, Xero is yet to make a cent of
profit.
The stock’s performance on the ASX is a touch more
muted: it listed here in November 2012 at $4.50, and
has subsequently moved to $17.59, for a gain of
290%.
Xero is that rare mix of a very clear global growth
strategy, rising revenue and a surging customer base,
but no profit, as it ploughs cash flow back into product
development and sales and marketing. FY15 (to
March) revenue rose by 77% to NZ$123.9 million, but
the net loss was NZ$69.5 million. Xero is the market
leader in cloud accounting in New Zealand, Australia
and the UK, and is making good progress in North
America, where it more than doubled revenue in
FY15. Xero had NZ$268.9 million of cash on hand at
year-end and said it would continue to invest in
creating long-term shareholder value.
Credit Suisse is the most bullish of the local brokers
on target price, seeing XRO at NZ$24.50 ($22.14),
citing a “surge in innovation” at Xero – but it holds a
‘neutral’ view. Macquarie sees XRO reaching
NZ$20 ($18.07), but rates it as ‘underperform. But
Deutsche Bank would sell the stock, seeing a target
price of NZ$16.30 ($14.73).
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Buy, Sell, Hold – what the brokers say 15/6/15
by Rudi Filapek-Vandyck
The positive side of earnings revisions consists
largely of small adjustments on FX recalculations or
otherwise for the likes of Primary Healthcare, Harvey
Norman and Amcor-offshoot Orora. The overall
picture of an Australian share market struggling to
report positive profit growth momentum remains intact
and it will be interesting to find out in August whether
optimism for FY16 remains intact, or requires further
cuts and downgrades.
In the good books
CSR (CSR) upgraded to Buy from Neutral by UBS.
B/H/S: 6/2/0 UBS upgrades to Buy from Neutral on
the back of the latest housing starts estimates and
reflecting share price changes. CSR is also positively
exposed to a fall in the Australian dollar via its
aluminium division. The broker believes revenue
growth in housing segments is running around a 12%
pace and possibly accelerating. Target is raised to
$4.38 from $4.36.

Platinum Asset Management (PTM) upgraded to
Neutral from Underperform by Credit Suisse.
B/H/S: 1/2/1 Platinum’s May funds under
management balance was up 3.6% and up 25.4%
over the year to May. This was stronger than Credit
Suisse expected and leads to a 1.0% upgrade to

earnings estimates. The share price is now 20% off
its peak and trading at fair value so the broker
upgrades to Neutral from Underperform. Target is
$8.10. The broker envisages upside from a
depreciation of the Australian dollar which is not
factored into forecasts. Still, the business is
considered to have less operational leverage than its
peers and is struggling to attract meaningful inflows.
Specialty Fashion (SFH) upgraded to Neutral from
Underperform by Macquarie. B/H/S: 1/1/1 The
broker has reviewed its outlook for Specialty and is
now expecting a strong second half result. The
consumer environment has been improving and a
cold start to winter has boosted the early winter sales
season. Rivers will nevertheless continue to be a
drag. Specialty will also face the headwinds of rising
rent and a falling A$ in the second half but the broker
is expecting more upbeat commentary from new
management, and suggests a swing factor would be
signs of losses being reduced at Rivers. The broker is
happy enough to upgrade to Neutral, retaining a 75c
target.
Santos (STO) upgraded to Overweight from
Equal-weight by Morgan Stanley. B/H/S:
7/0/1 Morgan Stanley considers 2015 to be a
transformational year with major capex giving way to
free cash flow from the fourth quarter of 2015. Still a
history of under-delivering fuels bearish sentiment,
the broker observes. The broker considers the
bearishness is captured in the share price and the
company has acted decisively to cut spending.
Execution risks are low. Rating is upgraded to
Overweight from Equal-weight and the target to $9.60
from $7.88. In-Line sector view retained.
STW Communications (SGN) upgraded to
Outperform from Neutral by Credit Suisse. B/H/S:
1/3/0 The company’s strategy update is a move in
the right direction, in the broker’s view. The company
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has outlined a path to de-leveraging and cost
reductions. Credit Suisse considers the net impact is
modest, with 1-7% upgrades to 2015-17
assumptions. Still, the market appears to be pricing in
a significantly worse outcome than the broker
suspects will actually materialise. With a new analyst
covering the stock, the rating is upgraded to
Outperform from Neutral. Target is reduced to 82c
from 86c.
Westpac Banking (WBC) upgraded to Neutral
from Underperform by Credit Suisse. B/H/S:
3/3/2 Credit Suisse is upgrading to Neutral from
Underperform, which reflects both stock specific and
sector factors. The broker considers the worst of the
sector de-rating has run its course and value is
starting to emerge. Fundamental risks remain, but
associated share price risks are diminishing. The
broker views Westpac’s divisional restructure
positively, with the potential for an announcement
around a productivity-based restructuring program.
Target is reduced to $33 from $36.
In the not so good books
Adelaide Brighton (ABC) downgraded to Neutral
from Buy by UBS. B/H/S: 0/6/2 Despite a strong
earnings and cash flow outlook, and the prospect of
capital management with further land sales, the
broker believes these positives are reflected in the
share price. While a quarter of the business is
leveraged to the strong housing market the exposure
to mining is of a similar magnitude, with risks to the
downside. UBS downgrades to Neutral from Buy.
Target is raised to $4.69 from $4.63.

iiNet (IIN) downgraded to Reduce from Hold by
Morgans. B/H/S: 1/6/1 The preliminary view of the
ACCC indicates competition concerns with respect to
TPG Telecom’s ((TPM)) potential acquisition of iiNet.

A final ruling is due in August. The ACCC may yet
approve the bid, with conditions, but the current
situation is now one of uncertainty. This creates more
downside risk in Morgan’s view as the offer is fully
priced into the iiNet share price. Given the risk the
broker downgrades to Reduce from Hold and
recommends locking in the offer price ($9.55) now.
Target is lowered to $8.51 from $9.55.
Nine Entertainment (NEC) downgraded to
Underweight from Overweight by Morgan Stanley
and to Neutral from Outperform by Credit Suisse.
B/H/S: 5/2/1 Further gains in revenue share, and
hence earnings, look difficult to Morgan Stanley. In
the wake of the company’s reduction to earnings
forecasts for FY15 the broker lowers estimates and
downgrades to Underweight from Overweight.
Morgan Stanley has had a fundamentally bearish
outlook on free-to-air TV assets in Australia for some
time as advertising as a percentage of GDP is
trending lower. Target is lowered to $1.80 from $2.40.
Attractive sector view maintained. Credit Suisse
reduces FY15 earnings estimates by 6.0% to account
for the trading update which lowered guidance to
$285-290m. The broker considers the size of the
downgrade is a function of the extreme leverage that
all TV stocks have to relatively small changes in
market growth and share. Nine continues to appear
inexpensive but the update highlights for the broker
the difficult investment proposition in TV at the current
time. Rating is downgraded to Neutral from
Outperform and the target is reduced to $1.90 from
$2.42.
Qube Logistics (QUB) downgraded to Sell from
Hold by Deutsche Bank. B/H/S: 4/2/2 Deutsche
Bank has noted the heightened pressure on the
company’s ports & bulk division with several
contracts coming to an end in the second half. The
broker downgrades expectations for the segment.
Trading conditions are not expected to improve going
into FY16 either. Deutsche Bank has also analysed
the potential from Moorebank hub, with capex for the
initial stages expected to be $400-450m over 10
years and additional earnings of $51.9m expected by
2020. The broker has downgraded FY16 earnings
forecasts by 16% and reduced the target to $2.25
from $2.70. Rating is downgraded to Sell from Hold,
given the downside risk to the current price.
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Earnings Forecast

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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Super Stock Selectors – CBA, NAB, Cochlear and JB
Hi-Fi
by Staff Reporter
This week, three of our Super Stock Selectors are
backing the big bank, CBA.

Gary Stone likes AGL as it has started to break out of
a strong resistance zone of $16.

Julia Lee says CBA looks attractive with a yield of
5.5% and a fully franked yield of 7.7%, not to mention
a dividend payment due in August.
“It’s time to start accumulating around and below
$80,” she says.
Along with CBA, Switzer Super Report expert Paul
Rickard likes the look of NAB at current prices.
The Budget’s small business incentives are also
swaying some of our stock pickers, with Michael
Heffernan tipping electronic retailer, JB Hi-Fi.
“It has attractive share market fundamentals and a
4.3% fully franked dividend,” he adds.
Michael McCarthy likes global biotech company
Cochlear, with a management shift changing the
company’s investing focus.
“After product hiccups and competition concerns,
COH has pulled back from highs above $93.
Imminent management changes point to further focus
on the North American business, and in my view,
estimates of slowing sales are misplaced,” he says.

“The AGL share price has been stuck in an eight
year period of consolidation potentially making this an
even more significant price breakout.”
Dislikes this week include mining groups Arrium and
Newcrest, along with Southern Cross Media.
“Perennially operationally plagued, Newcrest still
stands 50% above last year’s lows, despite a spot
gold price just a few percent from five year lows.
Reality must bite at some stage, and expected USD
strength this week may catalyse a significant fall for
NCM shares,” says McCarthy.

“Forecast USD strength this week may see buying
interest, and investors may find COH attractive
around $80, leaning on established support at $78.”
Elio D’Amato likes REA Group.
“Despite a recent quarterly earnings release that did
not live up to market expectations, REA is a business
that we believe remains well placed to grow earnings
at healthy double digit rates (earnings per share
growth) for the foreseeable future.”
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Our Super Stock Selectors is a survey of prominent
analysts, brokers and fund managers. Each week we
ask them to name a stock they like, and one they
don’t like. We purposely ask for ‘likes’ and
‘dislikes’ instead of recommendations, so it provides
an idea of what the market is looking at, rather than
firm buys or sells.
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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Auction activity still strong
by Staff Reporter
Auction results remain solid, with a preliminary
clearance rate of 77.8% this week. That compared to
last week’s result of 78.5% and 65.5% for the same
weekend last year.
Auction volumes jumped impressively this week, with
2,018 almost doubling last week’s total of 1,201. Last
week’s reduced volumes came off the back of the
long weekend. At the same time last year, auction
volumes were at a similar level at 2,108.
Weekly clearance rate, combined capital cities

Capital city median time on market and average
vendor discounting results

The auction clearance rate on the weekend was
86.5% in Sydney from 796 auctions, and 78.0% in
Melbourne from 918 auctions.
CoreLogic RP Data says that Sydney’s auction
clearance rate has been at levels above 85% since
the third week in April this year, and that across its
individual sub-regions, 6 saw a preliminary clearance
rate over 90%.
Melbourne’s best performing sub-region this week
was the Outer East, with a clearance rate of 92.6%.
Capital city auction statistics (preliminary)

It’s not taking people too long to snap up properties
in the nation’s hottest markets either, with the
average time on market just 26 days for Sydney’s
homes and 24 days for units. In Melbourne, time on
market is slightly longer at 31 days for homes and 36
days for units.
And where were the most expensive properties sold?
At the week ending 14 June 2015, the priciest abode
was a five bedroom and five bathroom property
located in Mosman NSW, for a sizable $6,000,000.
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Source: CoreLogic RP Data
Next on the list was a four bedroom and four
bathroom property in Camberwell Victoria for
$5,400,000.

Source: CoreLogic RP Data
Interestingly, but not surprisingly, out of the 10 most
expensive properties sold, half of the list was located
in NSW, while the other half was located in Victoria.
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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