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The good oil
After the worst start to the year, the markets seemed to have picked up. It’s difficult to know whether
we have turned the corner and can expect further rallies but it was good to know that we also saw oil
go from a low of around $US26 a barrel to retest $US32 a barrel. Can these oil prices be sustained?
Today I look at whether we should revisit the energy sector. It could be a brave move to venture into
oil stocks, but as they say nothing ventured, nothing gained!
In today’s Switzer Super Report, Paul Rickard explores an alternative way to invest in unlisted property
trusts and has unearthed an interesting prospect. James Dunn also takes a look at some companies
that normally would not catch the attention of yield-hungry investors.
Sincerely,

Peter Switzer
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Is it time to play energy stocks?
by Peter Switzer
Can we really play energy stocks? That has to be a
critical contrarian question for anyone who likes to
venture outside the investing square. And if you’re
not a regular watcher of my Switzer program on the
Sky News Money channel, then you’ve missed a vital
interview.
But don’t worry, you can find it on my Switzer Daily
website here, so there!
In case you missed it, oil went as low as $US26 a
barrel or so last week but spiked to over $US32 a
barrel after Mario Draghi reminded those seduced by
doomsday merchants that you can ignore the clout of
central banks. That could be a big mistake!
A guy who studies the energy market closely is
Morgan’s Michael Knox and my colleague Paul
Rickard interviewed him on my Switzer program last
Monday, so let’s recap his main points.
Here they are:
The stock market is being spooked by the
same thing as the oil market — the Iranian new
supply scare.
Big oil companies have a big impact on the
S&P500 index so it has slumped.
Our market has played follow the leader.
Last Monday was the first day sanctions were
lifted off Iran and stock markets were nervous
and they showed it!
The players in the oil market weren’t sure
how the supply of oil would be affected so
“they got out the way” of it, as Knoxy put it.
That means price and stocks down.
Ironically, Knox says Iran is so behind the
times after being out of the international oil
supply game for years, it might increase world
supply by about 0.3%!
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Against this, lower prices have meant US oil
supply has fallen by a lot more than what Iran
could increase supply by. Knox says US
supply will fall by a lot more, as this year
progresses.
Happily, he says we’re moving into a
seasonal spike in demand for oil as the
northern hemisphere gets colder. In the US,
they’re seeing historically significant snow
drops!
Knox says expect a spike in price and we did
see that by week’s end, so he was on the
money, even if it was partly because Mario
Draghi talked about more Europe Central
Bank (ECB) stimulus on the way.
The consensus for West Texas crude is
$US50 a barrel by year’s end. If the
consensus is right, energy companies must
be a screaming buy. If I were forced to buy
such companies, then Oil Search and
Woodside would be my most reliable
recommendations. Santos could be the
speculative spiker because it has been so
trashed, but this isn’t for the faint-hearted or
the risk-averse.
Knox said in December that the officially
calculated glut of supply of oil over demand
was 3%. However, lower prices were clearing
the market and he now predicts that higher
prices could show up as early as April. He
said this last Monday, so a part of the price
rise that he expects may well have shown up
already but we’re still a long way from $US50
a barrel. Go Knoxy!
On China’s growth, Knox says China would
be growing at 6.8% now, which ended up
pretty well spot on, as numbers came out after
the interview. However, he sees it falling to
6.3% by year’s end. He thinks the slow down
in manufacturing is being offset by the
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expansion of the services section of the
Chinese economy. In simple terms, he was
telling us not to be too stressed about China —
good on you again, Knoxy!
I advised late last year that we were going to need
some surprisingly better economic readings from key
economies such as the US, China and Europe and/or
some great decisions from central banks as well as
governments to turn sentiment towards the positive.
The week ahead delivers both data and decisions
from the US Federal Reserve and the Japanese
central bank, which could be confidence crushers or
boosters. And as I pointed out on Saturday, there are
402 US companies producing their profit reports this
week, which could, in total, confirm the reasons for
recent stock market negativity or give lie to it.
As of last week of the small number of S&P 500
companies that have reported, over 70% have beaten
on earnings, which is damn good. 53% fell short on
revenues but 47% have done better than expected,
which is OK. Thomson Reuters thinks earnings will
decline by 4.3% and revenues will drop by 3.6%.
However, if US companies do better, this could be a
catalyst to rethink US shares going forward and, of
course, vice versa.
Surprise, surprise, I’m rooting for the former, but for
anyone wondering if they should take a contrarian
punt on energy companies, you need to have at least
a one year tolerance to volatility. However, if the
news comes good this week on top of the oil price
rally late last week, you could be pleasantly surprised,
especially if Knoxy’s timetable for oil price increases
are spot on.
I really hope I’m delivering the good oil on this
subject!
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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4 under-the-radar yield plays
by James Dunn
In a low-interest rate world in recent years, equity
dividends have become much more important to
investors, particularly self-managed super funds
(SMSFs). Usually, this results in investors swarming
into the big four banks, Telstra and big miners BHP
and Rio Tinto, with their progressive dividend policies.
More adventurous investors have investigated the
hierarchy of prospective equity yields – as in, those
implied by expected upcoming dividends – and found
that this list can stretch well into double-figure yields.
At the top end of the yield lists, however, investors
need to understand that the prospective return
indicates the prospective risk. Dividend yields move
inversely to share prices. For example, on the
analysts’ consensus dividend forecasts that were in
the market, Dick Smith’s price fall now implies a
FY16 dividend yield of 18 per cent. Good luck with
that!
Investors looking at equity dividends as a source of
income have to remember that dividends come out of
company earnings, and are not certain in any
financial year. But here is a look at four attractive
expected yield scenarios, from companies that go
about their business under the radar of most
investors, where the stock’s ‘story’ could well match
the confidence implied by the forecast yield.
1. ERM Power (EPW, $1.385)
Market capitalisation: $335 million
Total return last 12 months: –33.2 per cent
Analysts’ consensus price target: $2.03
Implied upside: 46.6 per cent
Analysts’ consensus FY17 yield: 8.8 per cent

“maintain, at a minimum, the current level of
dividends”. That means at least 12 cents a share this
financial year, and analysts’ consensus agrees with
that: the analysts see a modest dividend increase, to
12.2 cents a share, in FY17. At the current share
price of $1.385, that puts ERM Power on a
prospective FY16 yield of 8.7 per cent, rising to 8.8
per cent for FY17. However, the growing component
of earnings from the US could mean the level of
franking falls to about two-thirds.
ERM Power operates two low-emission gas?fired
peaking power stations, in Western Australia and
Queensland. The company is changing its business
to focus on being a specialist electricity retailer to
business customers. ERM Power is already
Australia’s second-largest electricity retailer in this
market, providing energy to one in five government,
business and industrial customers in Australia. In
2015 the company entered the US market, which it
says is eight to ten times the size of the Australian
market. ERM Power sells electricity to more than
20,000 customers, mainly in the Texas market, but it
is expanding into targeted business markets in the
US northeast.
In December ERM Power gave another pointer to
how its business is likely to evolve, with the purchase
of local data analytics and energy and resource
management software company Greensense. It says
Greensense will build on ERM Power’s ability to
provide customers with a real-time, in-depth view of
their energy and water consumption, and waste
consumption, to help it create efficient customer
solutions.

Electricity generator and retailer ERM Power gave
shareholders fairly downbeat guidance for earnings at
its October 2015 AGM, but the company committed to
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2.IMF Bentham (IMF, $1.10)

3. MG Unit Trust (MGC, $2.37)

Market capitalisation: $186 million
Last 12 months: –44.6 per cent
Analysts’ consensus price target: $2.41
Implied upside: 119 per cent
Morgan Stanley estimate: FY17 yield 8.5 per cent

Market capitalisation: $991 million
Last 12 months: +12.9 per cent from issue price July
2015
Analysts’ consensus price target: $2.60
Implied upside: +9.7 per cent
Analysts’ consensus FY17 yield: 7.5 per cent fully
franked

Litigation funder IMF Bentham has a simple business:
it funds legal action – focusing on general commercial
litigation, insolvency and class actions – in exchange
for a share of any judgment or settlement. If the
litigant wins, IMF earns a share of the claim, but if a
client loses, it does not have to repay IMF. IMF has
funded more than 175 cases, and has only lost ten of
them. However, four lost cases in FY15 cost it $20
million in profit, reducing net profit by 36 per cent, to
$6.3 million – this result bruised investors’
confidence in the stock, and saw the share price fall
significantly.
IMF has responded by extending its global expansion
into new markets, and by increasing the number and
type of cases it funds, while reducing the average
investment per case, to reduce the potential for a
one-off loss to dent its profit. Recently, for example,
IMF has taken on the shareholder and consumer
action against Volkswagen Germany. The company
has also introduced new products in consumer
litigation, family law and the insurance market, as well
as extending funding for law firms to investigate class
actions – it expects to increase the flow of such
cases.
Litigation funding is a difficult business to forecast,
but even just holding the FY15 dividend of 10 cents
steady over this year would see IMF paying a 9.1 per
cent fully franked dividend yield.
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Australia’s largest dairy exporter, Murray Goulburn,
came to the sharemarket in July last year in a $500
million unit trust issue, offering external investors the
chance to invest in Murray Goulburn after 65 years as
a co-op. MG Unit Trust has been a profitable
investment so far, and the company is well positioned
to lift its earnings and dividends further.
Murray Goulburn’s annual milk intake of 3.6 billion
litres represents 38% of Australia’s milk supply. The
company continues to move its sales mix towards
more value-added – and thus higher-margin –
products such as fresh milk, consumer packaged
cheese, dairy beverages and infant nutritional
products. Its flagship brand is Devondale.
Murray Goulburn is a play on the huge demand for
Australian dairy products in China and the other
emerging markets of Asia. Being the fourth largest
dairy exporter, Australia is well placed to supply
China’s growing demand and the Free Trade
Agreement (FTA) with China should improve
Australia’s competitive position. The low Australian
dollar is also a big benefit. But the company has also
invested hugely in efficiency gains and
state-of-the-art facilities, which is flowing through to
cost savings. In FY16 the company expects
value-added goods will make more than 70 per cent
of total production, compared to 52 per cent four
years ago. This leverage to export growth,
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higher-margin products and operating efficiencies
neutralises much of the agricultural risk for investors.
Analysts’ consensus sees MG Unit Trust paying a
dividend of 14.2 cents a unit in FY16, rising to 17.8
cents in FY17. At $2.37, that equates to a prospective
FY16 fully franked yield of 6%, and a more alluring
7.5 per cent in FY17.

franked dividend growing from 42 cents a share in
FY15 to 52.6 cents in FY16 and 56.1 cents in FY17.
At the current share price of $7.64, that prices GUD
on a prospective fully franked yield of 6.9 per cent in
FY16, increasing to 7.3 per cent in FY17.

All charts sourced at Yahoo!7 Finance, 25 January
2016
4. GUD Holdings (GUD, $7.64)
Market capitalisation: $652 million
Last 12 months: +8.7 per cent
Analysts’ consensus price target: $9.56
Implied upside: +25.1 per cent
Analysts’ consensus FY17 yield: 7.3 per cent fully
franked

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.

GUD Holdings manages a diversified portfolio of
brands, including Sunbeam (consumer products),
Oates (cleaning products), Dexion (warehouse
shelving), RYCO (automotive parts) and Lock Focus
(security). This eclectic collection of brands has been
considered relatively unexciting in recent years, but in
May last year GUD made an emphatic statement as
to where it sees its future, with the acquisition of
Brown and Watson International (BWI), the owner of
the Narva (automotive lighting) and Projecta (battery
power products) brands.
The BWI purchase transformed GUD into primarily an
after-market distributor of high-margin vehicle parts
and accessories. By the time of the FY16 result,
nearly two-thirds of EBIT (earnings before interest
and tax) will come from the automotive aftermarket
industry. Where GUD had been heavily focused on
cost-cutting to generate profit growth in a collection of
disparate businesses, the BWI acquisition gives it a
clear path to generating more stable earnings growth.
Analysts’ consensus expectations see GUD’s fully
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Backing CBA to drive the transformation of the
Australian Technology Park
by Paul Rickard
The listed property trust sector was among the better
performing sectors on the ASX last year, with
distributions included, returning 14.32%. Over the last
3 years, the sector has averaged a total return of
15.87% pa. And in 2016, despite the overall market’s
fall of 7.17%, the sector has only lost 0.81%.

Commonwealth Bank to occupy a new 93,000 square
metre: A grade office development. Expected to
comprise two new buildings and house 10,000 bank
employees, construction on the buildings is due to
complete by mid-2020.

With interest rates likely to stay low and vacancy
rates largely stable, the outlook for the commercial
property market remains reasonably robust; more so
in the stronger east coast markets of Sydney and
Melbourne. An alternative to accessing this market
through a listed property trust is through an unlisted
trust.
Typically, these pay higher yields than listed trusts,
are either single asset or own a less diversified mix of
property assets and are smaller in size. The trade off,
of course, is that there is no liquidity, so investors
typically agree a timeframe for the fund with the aim
of selling the assets and winding up the fund around
this time to provide an exit path.
There are several property managers who develop
unlisted property funds, including Charter Hall,
Centuria and Stockland. One of the latest unlisted
funds is the Centuria Australian Technology Park
Fund, which is due to open for subscriptions in
February.

Located 2.5 kilometres south of the Sydney CBD and
adjacent to Redfern station, the CBA development
will kick start the repositioning of the Australian
Technology Park as the pre-eminent office precinct
within the Sydney CBD fringe. The new CBA
buildings will complement the 8 Central Avenue
building (currently owned by other Centuria funds),
the locomotive workshop (used as a convention
centre and technology office space) and the National
Innovation Centre. Mirvac will also be spending $25
million on public domain and streetscape work.

Centuria Australian Technology Park Fund
Late last year, a consortium led by Mirvac acquired
Sydney’s Australian Technology Park (ATP) from
UrbanGrowth NSW for $263 million. The consortium
intends to transform ATP into a “world- class
business park with substantial retail and community
amenities”.
Mirvac has secured a 15-year lease from the
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As a member of the consortium, Centuria has been
given the right to purchase 3 existing buildings in the
Park and is using these to form the Centuria
Australian Technology Park Fund. These are the
NICTA Building, a modern, high quality office building
of 11,194 square metres which is currently leased to
government tenants; the Biomedical Building – a
special use office building of 7,767 square metres of
which Sydney University research laboratories
occupy 90%; and the International Business Centre, a
building of private office suites of 952 square metres
currently leased to 15 tenants.

Average Lease Expiry) of 2.1 years, occupancy
100%; and an initial purchase yield of 7.57%.
Fund Metrics
The Fund is paying $104.0 million for the properties
(there are also upfront costs of circa $10 million that
includes stamp duty and an acquisition fee). This will
be financed by the issue of 62 million $1.0 units to
investors and borrowings of $52 million. Based on an
independent valuation of $108.8 million, this gives an
initial loan to value (LVR) ratio or gearing ratio of
47.8%.
The initial net tangible asset value (NTA) per unit is
$0.94.
For unitholders, Centuria forecasts the following
distributions:

The reason for the variability in forecast return for FY
17 is that the lease of the largest tenant in the NICTA
building (about 50% by area by NICTA) is due to
expire in June 2016 and Centuria is not yet able to
confirm that the lease has been renewed. Further, the
lease of the special purpose Biomed building by
Sydney University (about 90% by area) expires in
June 2019. If Sydney University does not exercise its
option to renew the lease by June 2018, Centuria
plans a complete refurbishment of the building to
reposition it as high quality office space.
Investment Rational and Exit Plan
In addition to the strong forecast yields from rental
income underpinned by high quality tenants, the
Manager sees considerable upside for the precinct
and as a result, a re-rating of the buildings. According
to Centuria, the new CBA buildings are forecast to
have an end value of approximately $1.0 billion,
reflecting a capitalisation rate of only 5.75%. While
not directly comparable, the NICTA building which
was constructed in 2008 has been purchased by the
Fund on a capitalisation rate of 7.00%
Key property metrics include a WALE (Weighted
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The Fund has an initial term of 5 years. Investors can
vote to extend this by a further two years, but after 7
years, it can only be extended by a unanimous
resolution of all investors. With the CBA buildings due
to complete in 2020, the Manager expects to market
the buildings around the time of the initial expiry date
or shortly thereafter in the expectation that the
precinct re-rating (and improved building metrics in
terms of WALE and rental income) will have led to an
increase in the value of the properties.
The Manager is incentivised to maximise returns for
unit holders, by potentially earning a performance fee
of 20% of any excess return over an internal rate of
return of 10% to unit holders (in cash). The Manager
is also entitled to a base management fee of 0.80%
pa of the gross asset value and a disposal fee of
1.0% of the sale price.
Our View
Investing in this Fund ultimately comes down to
whether the investment by CBA, Mirvac and others,
including the NSW Government, will be successful in
transforming the Australian Technology Park and
make it a thriving office and technology park in
Australia’s growth city. While Centuria is a very
capable manager and the fund metrics are attractive,
investment in this fund is largely a play on the
precinct.
Like all unlisted trusts, it is an illiquid investment.
There is no liquidity. The minimum investment is
expected to be $50,000 – and as there is no cooling
off period, potential investors should read and
consider the Product Disclosure Statement very
carefully, which should be available from Centuria in
February. You can register an interest to receive this
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.
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Buy, Sell, Hold – what the brokers say
by Rudi Filapek-Vandyck
It turns out some of the local yield stocks might have
risen a tad too far, while ongoing reductions to
commodity prices forecasts continue to impact. Plus
some sectors/companies are experiencing various
forms of negative news, ranging from healthcare
reforms in Australia to soft commodities and the
weather, to a reshuffling of major bank preferences
by the Macquarie brokers.
In the good books
Australia & New Zealand Banking Group (ANZ)
upgrade to Outperform from Neutral by Macquarie
B/H/S: 5/2/1
Macquarie brokers acknowledge ANZ faces more
risks than its peers because of the exposure to
slowing Asian markets and an overweight position in
the resources sector.
Still, its valuation discount to peers appears
increasingly difficult to ignore and the broker
upgrades the bank.
ASX Limited (ASX) Upgrade to Neutral from Sell
by Citi B/H/S: 0/5/3
Citi brokers are anticipating rather benign growth at
the interim report as price discounts negate
double-digit growth in derivatives. Fiscal 2016 cost
guidance should be maintained, even though the
analysts see a longer term benefit developing.
They suggest the solid balance sheet and dividend
yield should provide support.
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Beadell Resources Limited (BDR) Upgrade to
Neutral from Sell by Citi B/H/S: 1/1/1
Commodity analysts at Citi are in full catch-up mode,
further cutting forecasts, as January 2016 has been
much worse than anticipated. Call it a mark-to-market
exercise. The main beneficiary has been gold, with
Citi neutralising its prior negative outlook. Beadell
Resources has therefore been upgraded.
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National Australia Bank (NAB) Upgrade to Buy
from Neutral by Citi B/H/S: 2/5/0
Citi analysts note how investors have started to price
Australian banks differently, with CommBank leading
the pack in terms of relative valuation. The analysts
argue this sector bifurcation doesn’t appear justified.
In their view, current circumstances are making
operational performances more uniform across the
sector.
Negative capital generation is driving CET1 ratios
lower for all banks with little or no buffer, point out the
analysts. They believe share price falls add to
valuation support for the sector in general.
The stockbroker has upgraded NAB to Buy and this
impacts on its sector preferences.
Rio Tinto (RIO) Upgrade to Add from Hold by
Morgans B/H/S: 6/2/0

appreciation of the risk.
Hence, a cautious outlook on the sector is warranted
until the impact is clearer.
The broker prefers Healthscope to Ramsay Health
Care because of a larger brownfield pipeline and less
exposure to France.
Iluka Resources (ILU) Downgrade to Underweight
from Neutral by JP Morgan B/H/S: 3/3/1
Iluka’s December quarter production performance
was in line with revised guidance, note the analysts.
They see multiple negatives, including the fact the
zircon sales mix is going to include a higher
proportion of lower-priced product and the fact that
mineral sands prices continue to weaken.
Market consensus projections are also too high,
argues the stockbroker. The stock is therefore
downgraded.

The December quarter production numbers were
strong in operational terms, although iron ore was
slightly disappointing to Morgans. The broker has
upgraded the global miner following recent share
price weakness. See also RIO downgrade.
In the not-so-good books
Commonwealth Bank of Australia (CBA)
Downgrade to Neutral from Outperform by
Macquarie B/H/S: 2/6/0
While the bank’s high return on equity justifies a
premium valuation, Macquarie believes its
outperformance relative to peers limits further upside.
The broker suspects mortgage re-pricing has been
overstated by the market. Rating for the bank is
therefore downgraded.
Healthscope Limited (HSO) Downgrade to Neutral
from Outperform B/H/S: 2/5/1 and Ramsay Health
Care (RHC) Downgrade to Underperform from
Outperform by Macquarie B/H/S: 2/3/3
Macquarie observes the uncertainty that exists
surrounding the impact of the Medicare Benefits
Schedule (MBS) review on the hospital industry. The
broker suspects it could be material and there is little
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Rio Tinto (RIO) Downgrade to Neutral from
Overweight by JP Morgan B/H/S: 6/2/0
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Yet another round of significant cuts to commodity
prices forecasts have an important impact on JP
Morgan’s projections for Rio Tinto in the years
ahead.

Earnings Forecasts

The new forecast is for iron ore to average US$40 a
tonne in 2016 while the long-term price forecast has
now settled at US$50/tonne. Price forecasts for coal
have been reduced as well.
The result is that Rio Tinto shares are no longer seen
as representing compelling value from a long term
perspective. See also RIO upgrade.
Santos Limited (STO) Downgrade to Hold from
Add by Morgans B/H/S: 5/2/1
Morgans has downgraded oil price forecasts,
lowering earnings estimates for Santos by 17% and
12% for fiscal 2016 and fiscal 2017, respectively. The
broker has lost confidence in the robustness of the
company’s strategy as it slips into negative free cash
flow territory.
With a shortage of potential positive catalysts,
continued weakness in oil could trigger large
impairments, the broker fears. Morgans was also
disappointed in the November equity raising,
believing it was the least attractive option.

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.

Westpac Banking Corporation (WBC) Downgrade
to Neutral from Outperform by Macquarie B/H/S:
5/3/0
Macquarie notes the bank’s sector leading
performance is likely to continue for fiscal 2016,
underpinned by its margin outlook. The broker
expects Westpac will compete more aggressively for
deposits and margin offsets are incorporated into
estimates, such that only modest improvement is
expected in margins in fiscal 2016.
Hence, there is a potential risk to market expectations
and the broker downgrades the bank.
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ASX200 outperforming the S&P500
by Gary Stone
This two-year chart of the S&P500 shows a down
trending channel demarcated with black trend lines.
The middle thinner black line is the median line of the
channel where the S&P500 found support in the
middle of last week. The gradient of the down
trending channel is an inversion of the up-trend red
lines.
The horizontal blue support and resistance zones
show price levels where the S&P500 has reversed in
the past, both up and down. The second from bottom
support zone provided support on Wednesday last
week between 1801 and 1825 that coincides with the
median line of the down channel.
Support held at the middle horizontal support zone in
August last year between 1870 and 1895 when the
S&P500 last fell sharply, however not this time
around. Given that support did not hold at the 1870 to
1895 zone, it is likely that the S&P500 will retest the
support zone between 1801 and 1825 and then move
down to test the next support zone between 1735 and
1765, the bottom blue horizontal zone on the chart.
The 1735 to 1765 zone roughly coincides with the
lower black down trending channel line. If the
S&P500 makes it down to this support zone this will
complete a 38.2% retracement of the 1060 point
run-up from October 2011 to May 2015 when the
SP&500 all-time high of 2134 was reached.
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Source: Beyond Charts
The middle support zone on the chart where the
S&P500 closed on Friday is a 23.6% retracement of
that same 1060-point run-up. Whilst such a shallow
retracement is common in secular bull markets a
38.2% retracement is healthy from time to time to set
up for the next primary bull market.
To arrest this down trend in the first instance, support
will need to be found at one of the horizontal blue
support zones. Then the S&P500 will need to break
above the upper down trending black channel line.
That appears to be some weeks, maybe months,
away.
To provide continuity of commentary on the
Australian market in these troubling times, I have
included a chart this week on the ASX200 to continue
from the commentary of two weeks ago where I
posed the question whether the ASX200 would hold
support.
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Source: Beyond Charts
The lower graph of the ASX200 chart shows blue and
green lines which compares the movement of the two
indices, the S&P500 and the ASX200.
Over the last five weeks the ASX200 has
outperformed the S&P500. This can be seen in the
bottom right corner where the blue line, which also
has an overlaid green moving average, both of which
have started rising indicating the ASX200’s
outperformance of the S&P500. This happened last
year too, between November 2014 and February
2015, before the ASX200 spent the next 9 months
underperforming the S&P500.
The ASX200 has closed below its major support zone
between 4920 and 5000 seven times, around the limit
for my subjective count of a support zone ‘holding’.
It did indeed fall to the lower channel line, where it
appears to have found support for the time being.
It will be interesting to see if the support in this area
can continue to hold for the ASX200 and it continues
to outperform the S&P500 if the S&P500 falls around
150 points to that bottom support zone around 1735
to 1765.
Gary Stone is the Founder and Managing Director of
Share Wealth Systems.
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 – Woodside and Santos
by Christine St Anne
Despite some big challenges in the oil and energy
sector, this week CMC Markets’ Michael McCarthy
likes Woodside Petroleum (WPL).
McCarthy says it is a company with an excellent
strategic and operational reputation, which he says is
“well-deserved”.
“WPL has global assets, excellent prospects, a
balance sheet in order and a steady hand on the tiller
in Peter Coleman.
“With current low oil prices, WPL is trading at 12-year
lows,” McCarthy says.

such as Toyota and Mazda and luxury car brands
such as BMW, Land Rover and Porsche.
D’Amato particularly likes an acquisition that APE
has recently made. The business announced the
purchase of Crampton Automotive Group.
He says that the acquisition is expected to strengthen
AP Eagers’ presence in South West Queensland.
“According to APE the acquired business is an
extremely well-managed dealership operation that
has achieving above benchmark returns,” D’Amato
says.

McCarthy is not making a toast to Treasury Wine
Estates (TWE) because the price of the stock is
expensive.
“The management here should be applauded for the
earnings turnaround. However, last weeks earnings
report has pushed them to an all-time high and a P/E
ratio above 30. Time to take profits,” McCarthy says.
Lincoln Indicators’ Elio D’Amato does not like
Santos (STO) despite the oil company trading at a
discount. D’Amato does not like the outlook for the
company given the depressed energy prices.
“The company continues to undertake a number of
capital intensive projects that may see value in the
future, however, currently we believe there are better
exposures to be had in other sectors,” D’Amato
says.
D’Amato likes AP Eagers (APE) in the consumer
discretionary sector.

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.

APE is Australia’s second largest automotive retailer.
The company has a well-diversified portfolio of
automotive brands including top selling car brands
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