Thursday 3 March 2016

Making the call

The crazy markets have really dampened the most optimistic of investors among us. This can often
make us too focused on stock price movements without looking at company fundamentals.
Today Charlie Aitken revisits a call he made – an investment in the small-cap IPO Vitaco. The share
price has hit new lows, but Charlie highlights a strong investment case for the business.
Also in the Switzer Super Report, Tony Featherstone uncovers some attractive yield opportunities at
good prices.
Sincerely,

Peter Switzer
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Vitaco: I’m still a believer
by Charlie Aitken

We certainly are in strange markets where in this
Australian reporting season we have seen many “sell
the fact” responses to good earnings results. We are
also seeing low liquidity, which is leading to
order-flow having a far greater impact that it usually
does. However, in that combination there is clearly
stock specific investment opportunity. Today I want to
revisit the investment case for Vitaco (VIT), a recent
small cap IPO that is on track to beat prospectus
forecasts yet whose share price has been driven to
new lows.
For its first result as a listed company VIT reported a
stronger than expected result, experiencing strong
sales and market share gains across its two key
segments. Since the result VIT shares have fallen
around 23%, which appears completely out of sync
with the fundamentals and outlook for the company.
The clear highlight of the result was the +77% EBIT
growth in the vitamins and supplements division. This
was driven by strong sales growth and Chinese sales
growth growing 233% from a low base vs. pcp.
Perhaps some institutional investors were
disappointed that FY16 full year guidance wasn’t
upgraded beyond the prospectus forecast, but it
wasn’t downgraded either and the stock has traded
like it had a profit warning, which it clearly didn’t. If
anything, we and others who analyse the stock,
believe the guidance is conservative and should be
beaten at the full year result in August. We feel the
Musashi acquisition and integration is going well and
the trends in the existing businesses remain strong.
To be clear, VIT reiterated its FY16 prospectus
forecast for revenue growth of 22.6%, EBITDA growth
of 15% and NPAT growth of 14.4% to $12.7m. We
feel those numbers should be beaten by around +5%
at the full year result all things being equal.
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Funnily enough, despite the post results share price
fall, broker analysts continue to recommend the stock
with a median consensus share price target of $2.75
and consensus earnings forecasts marginally above
guidance and the prospectus forecasts.
On that basis I tend to believe the share price
damage in VIT is more a liquidity event than a
fundamental event and that’s why I recommend
taking advantage of it. It simply appears to me that
one or two institutions have headed for the exit and
have had the effect of an elephant in a strawberry
patch. This tends to happen in small caps and makes
people wonder what is wrong with the stock in
question.
In this case I genuinely believe there’s nothing wrong
with the company in question other than the share
price itself. The share price is a liquidity event and
when the selling ends, and I suspect it will end
shortly, a recovery will start. What you also find is
when the elephant leaves the strawberry patch the
recovery can be quite swift as there is no marginal
seller of the stock in any real scale.
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So let’s just remind ourselves of the VIT investment
case. Let’s focus on the fundamentals in what I
believe is nothing more than a liquidity event in the
share price. Below are VIT’s brands by segment.

Below are our financial forecasts for VIT for the
next 3 financial years.

Quite simply, we believe VIT is a structural growth at
a reasonable price stock (SGARP). Actually, post the
share price correction VIT is a structural growth at a
VERY reasonable price stock (SGAVRP).
In our forecasts VIT will report strong double-digit
growth for many years to come.
We believe there is structural growth in demand for
nutritional products, which VIT will capture a
disproportionate level of share from as it launches
new products and expands its distribution network in
Australia and around the world.
We also believe cost savings from in house
manufacturing are under-estimated in terms of an
earnings growth driver.

Those forecasts, if delivered over the next few years,
place VIT on very undemanding Price to Growth
ratios (PEG) of between .52x and .68x. Yes, it’s only
a recently listed company and it takes time for
investors to get confidence in newly listed companies,
but I think those PEG ratios will prove cheap and a
re-rating will occur over the months and years ahead
as VIT delivers these forecasts.
Roughly 50% of VIT’s earnings come from the
Vitamins and Dietary Supplements segment and the
other half from Sports Nutrition and Health Food.
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sensible acquisition.
At current prices I believe VIT will prove cheap over
the short, medium and long-term.
The AIM Global High Conviction Fund owns VIT
shares.
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.

After reading the results presentation, all subsequent
analyst research and attending a management
presentation, I firmly believe VIT’s growth prospects
are intact yet the share price doesn’t seem to
currently agree.

As I said at the opening, this can happen in small
caps when a big seller operates in the market, but
therein lies the contrarian opportunity for believers in
the medium-term growth story.
In summary, I believe VIT is very well positioned to
continue to enjoy continued GROWTH. The domestic
business is growing, China sales are growing, the
Musashi acquisition will deliver earnings from April
this year, while the balance sheet and cash flows are
strong which also allows the potential for growth by

Thursday 03 March 2016

04

2 strategies in crowded dividend trade
by Tony Featherstone
First, the good news: the latest earnings season
showed dividends from ASX 200 companies are in
reasonable shape. More than three-quarters of
companies maintained or lifted their interim dividend
and a record number paid a dividend, CommSec
research shows.

As an aside, my starting point for finding yield is
always valuation. It is no good paying “overs” for a
stock to access its dividend stream: a 20% capital
loss quickly wipes out a few extra points of yield.
Never treat stocks like bonds, or yield like a bond
coupon rate.

Now, the bad news: investors are paying a full price
for companies with reliable, attractive dividends. The
infrastructure, utility and Australian Real Estate
Investment Trust (A-REIT) sectors look increasingly
overvalued as more investors chase yield.

Strategy one: industrials that benefit from a lower
currency

After recent falls, banks look better value but come
with greater regulatory risk and potential headwinds
from a slowing housing sector. If US interest rates
rise faster than expected this year,
interest-rate-sensitive sectors such as AREITs will
struggle.
The yield trade looks increasingly crowded. With
Australia’s cash rate at a record low – and heading
lower in this columnist’s opinion – an army of income
investors is forced to own a small group of equities for
yield, even though valuations are stretched.
For the Switzer Super Report in January, I nominated
the Commonwealth Bank (CBA), Sydney Airport
(SYD), Telstra Corporation (TLS), Sonic Healthcare
(SHC) and Westfield Corporation (WFD) as key
stocks for conservative income investors in 2016. So
far, so good. None of these stocks are cheap, but
each warrants a spot in income portfolios.
Investors with higher risk tolerance can employ two
other strategies to maximise yield in 2016: buying
Australian industrials that benefit from a lower
currency; and adding a few mid- and small-cap stocks
with reliable, attractive, fully franked yield.

Thursday 03 March 2016

I don’t believe that global growth is about to sink as
China tumbles, the US slides into recession, and
Europe breaks apart from geopolitical tensions. Or
that emerging markets will trigger the next global
crisis as capital flees the region.
Markets got it wrong on global growth earlier this
year. Equities fell too far. If anything, the US economy
looks a little stronger than expected and the
prevailing view that the US Federal Reserve will take
much longer to raise interest rates this year is overly
optimistic.
Another two, possibly three, US interest-rate rises this
year (a good move in the long run) would take the US
dollar higher. At the same time, the Reserve Bank will
cut interest rates at least once this year as commodity
prices fall further and the housing sector slows.
The result: an Australian dollar trading around US65
cents, possibly less, by year’s end. Granted, our
currency has remained stubbornly high as other
regions have engaged in currency wars, and
predicting the dollar is a mug’s game. But our
currency has to fall further for Australia’s long,
grinding economic recovery to go up a gear.
A lower Australian dollar is good news for exporters
and companies with offshore earnings. Their profits
worth more when translated into our currency.
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Westfield Corporation, with its US and United
Kingdom shopping centres, is a good example.
Computershare (CPU), Brambles (BXB), James
Hardie Industries (JHX), Cochlear (COH), Resmed
(RMD) and Macquarie Group (MQG) are others.
Macquarie Group appeals at current prices. The
investment bank and asset manager earns about two
thirds of its revenue outside Australia. At $64.26, it
offers a forecast grossed-up dividend of 7.2% after
accounting for partial franking, consensus estimates
show.
Macquarie has a forecast Price Earnings (PE)
multiple of about 11 times 2016-17 earnings. That
looks reasonable for a well-performing global
investment bank that is building a larger
asset-management business and relying less on
more volatile earnings from investment banking.
The dividend appears stable. Macquarie announced a
solid trading update for the December 2015 quarter,
despite global market volatility. An expected dividend
payout ratio below 70% suggests Macquarie has
scope to pay higher dividends if needed. Macquarie
ticks several boxes: attractive yield and potential for
modest capital growth in 2016; operational
momentum and several tailwinds, such as a lower
Australian dollar, that will support earnings-per-share
and thus dividend-per-share growth in coming years.
Do not compare Macquarie with the big banks: it’s a
different beast and potentially more volatile than a
Commonwealth Bank or Westpac Banking
Corporation. But its valuation and forecast yield make
it worthy for income investors prepared to take higher
risk.

Strategy two: Small- and mid-caps
Conservative investors should mostly stick to ASX
200 companies for yield. Those with genuine
“economic moats” or competitive advantages, such
as Sydney Airport, provide defensive earnings and
distribution. But too many of them are fully valued.
Also, I never understand why small-cap companies
with high return on equity pay out so much of their
earnings in dividends. They should be reinvesting for
future growth. Why give a dollar to a shareholder
through a dividend if that dollar can be compounded
at 15% – a return hard to find elsewhere – and turned
into something much bigger.
Caveats aside, looking further down the market for
yield has merit, provided investors stick to
higher-quality companies, focus on the reliability of
future dividends, and are not blinded by headline
trailing yields. A high yield is often a signal of other
problems. Some mid-caps appeal.
Perpetual (PPT) was nominated as one of three top
wealth-management stocks for this report in
November 2015 (along with Henderson Group (HGG)
and Platinum Asset Management (PTM)). It has fallen
from $45 then to $41 amid the broader sharemarket
sell-off, but has improving medium-term prospects as
it expands in private wealth management and as its
international equities products attract more funds.
Chart 2: Perpetual

Chart 1: Macquarie Group

Source: Yahoo!7 Finance

Source: Yahoo!7 Finance
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Perpetual has an expected grossed-up dividend yield
of 8.8% after accounting for full franking, consensus
analyst estimates show. Four broking firms that
research Perpetual have a buy recommendation, 10
have a hold, and one has a sell. A median
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share-price target of $44.34 suggests Perpetual is
undervalued at the current price.
Equity market volatility could affect Perpetual’s
short-term performance, but it has increased
dividends per share for the past four financial years,
looks cheaper than several of its wealth-management
peers, and has reasonable prospects for stronger
medium-term growth.
IOOF Holdings (IFL) also appeals on income and
valuation grounds. At $8.35, the mid-cap wealth
manager is expected to deliver a grossed-up yield of
about 9% after franking, consensus estimates show.
A forecast PE of 12 times in FY17 is not excessive.
Eight of 13 broking firms that cover IOOF have a buy
recommendation, four have a hold, and one has a
sell. A median share-price target of $9 suggests
scope for reasonable total shareholder return given
the expected 8.8 % grossed-up yield.

early 2016 to signs of slowing global growth, pay
closer attention to the wealth managers for their
dividends. The sell-off has provided an opportunity to
buy some of them below fair value and capitalise on
attractive yields that should be reasonably reliable
given tailwinds in the sector.
Among micro-cap stocks, Retail Food Group (RFG)
and Rural Funds Group (RFF) appeal. Retail Food, a
pizza, coffee and snacks franchise provider, has
almost halved from its 52-week high. Previously a
market darling, it is expected to yield around 6% in
FY16 and trades on a forecast PE about 10 times.
Retail Food is starting to look cheap given its growth
prospects and potential to expand offshore.
Chart 4: Retail Food Group

Chart 3: IOOF Holdings

Source: Yahoo!7 Finance

Source: Yahoo!7 Finance
IOOF lifted first-half profit in FY16 by 18% to $95.4
million and increased the interim dividend by 14% to
28.5 cents a share, fully franked – a good effort in a
volatile equity market. Healthy fund inflows and rising
assets under management are offsetting margin
pressure from investment platforms that distribute its
products. IOOF’s low debt and strong balance sheet
provide scope to buy weakened competitors and
grow by acquisition, and add to its dividend reliability.
But as with Macquarie and Perpetual, do not buy
IOOF if you believe global equity markets will tank
this year.
If, like me, you believe equity markets over-reacted in
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Farm investor Rural Funds Group has a trailing yield
of 6.1% at the current price. I like its strategy to buy,
consolidate and rent farms – a model that has worked
well in the United States and is nicely timed given
strong demand for Australian agriculture in Asia.
Rural Funds Group has had a good run, but has
scope for higher distributions in coming years.
Chart 5: Rural Funds Group

Source: Yahoo!7 Finance
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Retail Food Group and the thinly traded Rural Funds
Group suit experienced long-term investors who are
comfortable with small-cap stocks.
Tony Featherstone is a former managing editor of
BRW and Shares magazines. This column does not
imply any stock recommendations or offer financial
advice. Readers should do further research of their
own or talk to their adviser before acting on themes in
this article. All prices and analysis at March 2, 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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Buy, Sell, Hold – what the brokers say
by Staff Reporter
In the good books
Billabong International (BBG) Upgrade to
Accumulate from Hold by Ord Minnett B/H/S
1/2/0. The broker upgrades the stock, given the steep
fall in the share price over recent months. First half
operating earnings were ahead of Ord Minnett.
Forecasts are revised up for FY16 and FY17 by 1.2%
and 4.5% respectively. Longer term the broker is
upbeat about the business.
Harvey Norman (HVN) Upgrade to Neutral from
Underperform by Macquarie B/H/S 3/2/2. Harvey
Norman’s result solidly beat Macquarie, and featured
domestic industry-beating sales growth across
various categories. The going was tougher offshore
but for the first time since the GFC, each of the
offshore centres posted a profit.
Harvey Norman was aided in the period by ongoing
strength in local housing, the Australian dollar, and
the demise of Dick Smith. While Macquarie expects
housing to slow, the company’s efficiency initiatives
will act as a buffer.
Platinum Asset Management (PTM) Upgrade to
Neutral from Underperform B/H/S 0/4/0. First half
results were in line with expectations. The broker
downgrades forecasts by 3.0% in FY16 and by 11%
in FY17 and FY18, largely reflecting marking to
market. Inflows are expected to slow in the second
half.
Without the benefit of reinvestment of distributions
and the PAI raising, the broker suspects the company
would have experienced net outflows in the first half.
Regis Healthcare (REG) Upgrade to Outperform
from Neutral B/H/S 2/2/0. Regis delivered a solid
all-round result, Macquarie suggests, in line with
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expectation. A 4.8% increase in operating places was
translated into 15% earnings growth thanks to a
consistent and disciplined strategy. The development
pipeline will ramp up further in the second half and
with the payroll tax headwind now cycled, Macquarie
believes the outlook for growth is very positive.
Woolworths (WOW) upgrade to Outperform from
Neutral by Credit Suisse B/H/S 1/2/5. First half
results were poor, in Credit Suisse’s opinion. The
dividend was reduced to 44c but the pay-out ratio
should also have been re-set, the broker maintains.
The broker notes capital expenditure guidance is
vague and new store development should be slower,
to free up capital. The broker upgrades the business,
largely based on the expressed, but yet to be
realised, intentions of the chairman and incoming
CEO.
In the not-so-good books
Oz Minerals Limited (OZL) Downgrade to
Equal-weight from Overweight by Morgan Stanley
B/H/S 3/5/0. The stock has performed well,
exceeding Morgan Stanley’s expectations over the
past 12 months.
Now, with the price target being reached and the
share price outperforming the copper price, the
broker believes it’s time to downgrade the
stock. Copper prices remain the key driver of the
stock for the next 6-12 months as work on the
Carrapateena pre-feasibility is not due to start until
2017.
Perseus Mining (PRU) Downgrade to
Equal-weight from Overweight by Morgan Stanley
B/H/S 2/2/1. Perseus has made an offer for UK-listed
Amara Mining at a significant premium, in Morgan
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Stanley’s view.
The broker also believes the benefit to Perseus, that
of diversifying away from Edikan Gold Mine (in West
Africa) will take years to realise.
Resolute Mining (RSG) Downgrade to Neutral
from Buy by Citi B/H/S 0/1/1. Citi analysts anticipate
earnings to level and then decline through FY17.
This, they suggest, could coincide with a capex spend
at the Syama gold mine (in West Africa).
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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A bucket approach to managing volatility
by Melanie Dunn
Recent months have shown stock markets to be as
predictable as the weather in Hobart. Market swings
present a risk for self-managed superannuation fund
(SMSF) retirees in pension phase who are required to
draw a minimum pension each year.
Australian Taxation Office (ATO) statistics show
SMSFs in pension phase hold on average 70% of
their wealth in growth assets. Investing in growth
assets like equities can provide the potential for
greater long-term returns leading to a higher standard
of living in retirement. However, many would accept
that equity investing generally comes at a cost to
security, including exposure to increased volatility and
potentially significant falls in capital values.
Poor returns at the start of retirement when balances
are at there highest can have a significant negative
impact on your savings. In addition, where income is
insufficient to meet minimum pension requirements,
SMSFs may be forced to sell assets with a reducing
value. This means those assets may be realised at a
loss to meet the pension standards, and locks in poor
returns.
What if you could implement a strategy to maximise
returns without taking on additional risk?
The chart below shows Australian equity returns over
every 10-year period since 1883.

Where cashflow requirements can be secured so the
SMSF does not need to draw down on growth assets
during periods of volatility, Accurium’s research
shows this can increase SMSF balances across a
wide range of scenarios.
The SMSF income buckets strategy
Consider a strategy where your SMSF is divided into
three buckets. The first bucket, typically the SMSF’s
bank account, is used to cover day-to-day cashflow
requirements for the next 6 months.
The second bucket provides secure income to cover
your cashflow requirements, so that the SMSF’s
remaining assets in the third bucket can be invested
for long-term growth.

It shows that, historically, even after the worst
downturns, equity markets typically recovered their
nominal value after 7 years. An SMSF can take
advantage of this.

The key to this strategy is securing cashflow in the
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income bucket for long enough that, should there be
a downturn, there is sufficient time for growth assets
to recover without being drawn on.
The bucket strategy is useful for aligning cash flow
security and long-term growth potential to maximise
SMSF returns.
Case study: Adam and Jess drawing minimums
from their SMSF

the SMSF at the end of year 10 has reduced to
$886,753 in today’s dollars.
Consider instead that Adam and Jess decided to
implement the bucket strategy by securing $55,000 in
income for ten years. They decide to purchase a
10-year term annuity, which has zero residual capital
value (RCV0) to secure this income with $468,000 of
their SMSF balance.
Based on this income bucket Adam and Jess will
receive a monthly payment in their SMSF, which
includes a return of capital, plus interest totalling
$55,000 each year for ten years.

Each household will differ around spending patterns
and needs. Adam and Jess have decided over the
next ten years they will be drawing the 5% pa
minimum from their account-based pensions.
They would like to examine how the bucket strategy
could maximise their SMSF returns. Using
Accurium’s retirement adequacy model, which
considers 2,000 scenarios of market and inflation
outcomes as well as the range of lifespans, we
consider whether the income bucket strategy could
improve the balance of Adam and Jess’ SMSF after
10 years.
The chart below considers Adam and Jess’ SMSF
over the next ten years under one possible market
scenario.

The remaining SMSF balance is invested in growth
and cash buckets. The growth bucket is invested in
the same mix of growth assets as the traditional
strategy, with 5% in cash.
The projection of the SMSF over the ten-year period
using the income bucket strategy, can be seen by the
orange line.
The RCV0 term annuity provides Adam and Jess with
an annual income stream of $55,000. This allows
their remaining assets time to grow, protected from
being drawn on.
The result in this scenario is that by the end of year
10 when the secure income has been exhausted, the
SMSF balance has reached $983,840, an increase of
11%.
This illustrates just one possible outcome. It will be
useful for Adam and Jess to understand how likely
this strategy is to work across all sorts of investment
scenarios.
Looking at the outcomes across all 2,000 scenarios
tested by Accurium’s retirement adequacy model we
analyse the SMSF balance at the end of the ten years
for each strategy.
This is shown in the following chart.

The blue line shows the projection of Adam and
Jess’ SMSF balance under the traditional strategy
with their assets invested in the balanced asset mix.
After drawing the minimums each year the value of
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Adam and Jess can see that the bucket strategy
outperforms the traditional balanced strategy under a
range of market scenarios. The box and whisker chart
has moved up. The median balance is 5% higher
when using the bucket strategy at $944,000. The
strategy also generates a higher SMSF balance
under both poor and good market conditions.
As a self-managed trustee you will determine which
strategies work best with your risk appetite, goals and
expected lifestyle in retirement. However, our
modelling shows that an income bucket strategy can
outperform a traditionally balanced portfolio when
looking to grow your SMSF balance.
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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My SMSF
by Shane Ellis
Shane Ellis runs his own business SMSF Law Equity
Protect. As a senior consulting lawyer, he provides
specialist advice on SMSF estates and asset
protection. He shares with us his views on managing
his SMSF.

investments, derivative trading and property
investment. I outsource my investment advice to an
investment adviser and his team who I trust. I am not
an accountant, even though I have a good
understanding of the accounting needs for my SMSF.

Age

I likewise outsource my SMSF accounting and book
keeping needs to a SMSF specialist accountant who I
trust. Both my investment adviser and my accountant
have great qualifications and experience in the SMSF
arena.

53
Other members of the SMSF?
My wife Vicki, and two of my three adult children. If
the SMSF membership number restrictions of only
being able to have four members in a SMSF did not
exist, I would have my wife and all three of my
children in my SMSF.
Why did you start it up?
Sovereignty of my affairs and retirement savings were
key to me setting up my own SMSF.
How big is it?
At this time under $1 million. This will greatly increase
between now and age 75.
Is it more or less difficult to manage than you
thought it would be?
As I have a great team of accountants and
investment advisers supporting me, and as I stay
abreast of the rules pertaining to SMSFs, I believe it
is easy to manage.
Do you enjoy managing it?
I am not an investment expert even though I have
attended a lot of educational seminars on share
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Are you pleased with its performance?
Currently, yes, I am. I understand with the volatility of
the markets why we are down a little at present.
I have experienced other advisers’ work whilst I was
up-skilling. Some were doing only as good as, or
worse than the ASX, or selling wrap accounts where
the person most benefiting was them and not the
members of my SMSF. This is what prompted my
move to my current advisers. I currently use an
adviser to help manage my investments. The cost is
marginal compared to most services on the market.
Can you give us some numbers around
performance over the last 1, 3 and 5 years?
I have only been working with my current adviser for
a little over one year. Previously, my portfolio had
been quite heavy in resources and financials. Given
the volatility in those sectors recently, it’s been a
process to diversify slowly as opportunities arise.
Overall, the portfolio is down over the past year,
although not by as much as it would have been under
my past allocation to resources and financials. Since
the start of this year, my portfolio is down about 4%.
My previous portfolio of top 20 stocks would have
been down 10%. So diversification has paid off in that
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respect, and we will just continue to focus on the long
term.
What is your asset allocation?
My asset allocation is:
Securities portfolio: 43.26%;
Managed funds: 54.49%; (international equities and
property)
Cash: 2.25%.

What are your favourite investments/stocks and
why?
My SMSF is currently all in shares, managed funds
and cash. I personally own my current commercial
business premises outside of the SMSF, but the next
commercial property will likely be in the SMSF. My
wife attended many of the up-skilling courses on
investments that I did. We have always done well in
real property investments, principally rental
properties. She likes real property and having the
ability to drive past and see the investment.
What investments do you have outside of
superannuation?
Principal place of residence, residential investment
rental properties and commercial business premises.
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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Telstra and Estia Health
by Questions of the Week
Question: Is Telstra buy or sell?
Answer (Paul Rickard): I think Telstra is more a buy
than a sell.
The market was a touch disappointed with its result.
Although it met its tight guidance forecasts, it was at
the lower end – with earnings before interest, taxes
depreciation and amortization up only 1.7%. The
result for mobiles was also a little disappointing.
Telstra is going to be a low beta stock. This means it
won’t go down much if the market falls, and it will lag
in any rally. The stock is now definitely in the
defensive category.
Question: With an ageing population, what about
aged health care facilities, like Estia Health?
Answer (Paul Rickard): This is a pretty regulated
sector. I understand the roll-up strategy of Estia. I
also don’t quite see some of the tailwinds other
analysts see for the business. How will they improve
margin?
According to FN Arena, brokers are positive –
consensus target price of $7.04, FY 16 multiple of
19.4 and FY17 of 16.0.
The stock is certainly a little cheaper now than it was
a few months’ back.
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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