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Paul Rickard: 

Hello and welcome to the Switzer July Webinar. I'm Paul Rickard. It's the 2nd of July, and I'm joined of 
course by the one and only Peter Switzer. Peter, welcome to our monthly webinar. 

Peter Switzer: 

Thank you, Paul. That's the nicest thing you ever said about me, the one and only Peter Switzer. Thank 
you very much. 

Paul Rickard: 

I'm always trying to say nice things about you, but I'll keep going. Look, this is our monthly webinar, 
which is a chance for you to ask us questions. And we've got a lot of questions in already, so we'll get to 
those shortly. But as always, as a webinar, it's our service to you as our subscribers and we have to start 
any webinar, of course, with the obligatory disclaimer. What that disclaimer says, of course, is that we 
don't know anything about your particular financial circumstances, needs, or objectives. What we hope 
is brilliant financial information, it may not be appropriate or suitable for your particular needs, so as 
always the caveat we place is that if in any doubt, then you should seek the appropriate professional 
advice. Just because we might say it's suitable for a particular subscriber to look at investing in a stock, 
that doesn't mean, of course, that it's suitable for you. So just bear that in mind, and that the disclaimer 
is there for a good reason. 

Paul Rickard: 

Now, it is an interactive webinar, and that means that I just want to cover a couple of housekeeping 
items upfront. First of all, I should just mention about timing. It's just after 12:30 PM Eastern Standard 
Time. We like to keep these webinars to exactly an hour. We know many of you have got other 
commitments and are busy, and so we'll finish just before 1:30 PM Eastern Standard Time. Secondly, it's 
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an interactive webinar. We've got some questions from you already, but of course you can ask questions 
as we go. In fact, the first one's just come in. 

Paul Rickard: 

There are two ways you can do that. You can either click on the Raise Your Hand button, in which case 
we'll ask you the question and get you to speak to us. You'll have to be unmuted at your end to do that. 
We can unmute you from our end in terms of the other listeners, but you need to be on unmute at your 
end and just use your laptop or whatever your device you're using on. I hope that that's got a 
microphone. Or alternatively, you can click on the Q&A button and type in the question, and we'll get to 
those as we can. So that's the ways to get hold of us during the webinar. As I said, we've got lots of 
questions that came in already, and we'll try to get some of those done shortly. 

 

Paul Rickard: 

We did headline the webinar about what to expect in the new financial year, but as always I'd just like to 
start with a bit of a recap of what's happened in the last month and particularly on a year-to-date basis. 
Peter, a pretty good start to the 2021 calendar year. The market 11% up, 12.9% when you throw in 
dividends. I guess the interesting point about that is still getting better performance from the top part of 
the market, which has been a bit of a trend now for I guess the last 12 months or so. 

Peter Switzer: 

Yeah, and the top part of the market really is dominated by the banks, the miners, and some of the big 
retailers. And when you think about it, Paul, a lot of those, particularly the banks, they were belted up 
over 2020. There were ridiculous share prices if you took a medium-to-long-term view. It was all 
understandable short-term, because the government really asked the banks not to do what they usually 
do, look after their own self-interest, but instead contribute to the national effort to turn around the 
economy. And they did, but I think the biggest effort was put in by the Treasury and by Reserve Bank, 



 

 

 Page 3 of 20 

 

and of course, the success in beating the pandemic. Putting it all together, we rebounded a lot stronger 
than most people expected, and therefore the bank share prices were ridiculously low, and they've 
ridden up nicely. 

Peter Switzer: 

We've even seen this week a company like Telstra come up with an initiative that has helped its share 
price as well. So there's good reason why the big end of town has done well. Now of course, the demand 
globally is so strong, that's why the miners' share prices remain high. It will eventually change, and there 
will be a rotation back. I think there's going to be a time when small caps companies are going to do 
really well, but at the moment, I think the most obvious ones are being selected, and those companies 
are actually coming through. 

Paul Rickard: 

Interesting in terms of there's a lot of press during the week about the financial year outcome, 24% for 
the Australian S&P/ASX200 for the financial year, 27% when you throw in dividends. But not as good as 
the States. In fact, most of the US market is up about 35% over that 12 months. If you haven't invested 
offshore, been all investing locally, then you may not have done as well as you could have. I think there's 
still a moral of the story there. And of course, that's not taking into account any currency effect, which 
could have been a negative for you. But if you'd been hedged, that's sort of the type of return you'd be 
getting from your US investments over the last 12 months. 

Peter Switzer: 

I wanted to point out, Paul, that if we were able to take out the most exceptional businesses probably in 
the world, you know, the Amazons, the Googles, even the new ones like Zoom, they're such exceptional 
businesses. If you're able to take, say, the FANG stocks and some of those high-tech stocks including 
Microsoft out, I think the overall returns would be similar to Australia. But those exceptional companies 
are producing exceptional results. 
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Paul Rickard: 

Okay, let's just have a look at the sectors briefly, Peter. Again, we've got June and year-to-date. It's 
interesting, financials actually was the only sector in the red in the month of June, which I guess they've 
had a pretty good run. All but three of the banks went ex-dividend, and I guess that always puts a bit of 
downward pressure. But it was communications services, which is I guess the function of Telstra and 
also REA. Also IT having a bit of a rebound. Afterpay, I guess, was last year and Xero responsible for most 
of that gain, NEXTDC. Year-to-date, we're still seeing that the so-called consumer-facing stocks in the 
main are doing better than the non-consumer-facing stocks. Any comments on the sectors, Peter? 

Peter Switzer: 

No. Look, I think the important point is this, that because of these lockdowns, and we don't know how 
long they'll go for, we all suspect they'll be short-term, stocks that fell out of favour because they 
weren't stay-at-home stocks, they weren't reopening-type stocks, they've gone for a little spike. And I 
think that's why you're seeing consumer discretionary do well, because people start thinking, well, we're 
going to buy online rather than go shopping in shopping centres. I think what we're going to see is that 
this will be quite short-term. And I do think there's a buying opportunity, Paul, for the travel-type stocks, 
the Qantases, the Webjets, and whatever. 

Peter Switzer: 

Once again, as long as you're prepared to wait a year, I said this a year ago and it actually worked out, I 
think they actually rose faster than I expected, because I was thinking, the quicker the international 
borders are opened, the more quickly these guys will rebound. International borders are going to be 
opening a lot later than we expected, but the market always gets in in advance. I think as long as the 
course of vaccinations improve around the world, I think by the end of this year things will be looking a 
lot better. Those sorts of stocks are really the ones that do well, and the ones that are doing well today 
won't be so good come January-February of next year. 
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Paul Rickard: 

Okay. Let's just go quickly to move on. We talked about last financial year. Get your crystal ball out. 
What are we in for in '21-'22? 

Peter Switzer: 

I saw some interesting predictions from US fund managers. There's a very good story written by a young 
woman on Charles Schwab, and I'll probably include that in some of my writing on Monday. She's 
basically saying that fund managers think that in the second half of this calendar year, we'll only see 
about a 2% gain. I think that's very conservative. I think between now and Christmas, I would expect our 
market to go up by about 5% growth-wise. Throw in dividends of, what, 2% or so. I'm figuring there's a 
possibility that between now and the end of the year, we could see gains of between 7 to even 10%, 
which is big. But I think vaccinations will be much better by Christmastime. I think the chances of 
opening borders, much better by Christmastime. That will put a lot of positivity in the market. But I also 
would say, Paul, playing the index might not be the best way. Picking stocks could be the best way of 
making the bigger returns between now and the end of the year. 

Paul Rickard: 

And talk about inflation and higher interest rates. You're not worried about that? Not at all? 

Peter Switzer: 

Not at all. The inflation I think is going to be temporary. There will be rises in inflation, and the market 
will talk about inflation being a concern, but I think it will be transitory. I think the classic example I use... 
Well, the best example actually came up this week, Paul. I was on the Peta Credlin show, and out of left 
field she brought up this topic of in America, they've run out of truck drivers for tankers to carry petrol, 
or gasoline as the Americans call it, around the country. Now, these guys have retired basically during 
2020, and so at the moment they've got supply problems. Petrol prices are rising. That will lead to 
inflation. But over the next six months, they'll train other drivers. They'll come in, things will come back 
to normal, and prices will go off the boil. 

Peter Switzer: 

And inflation is the rising price level. So even if prices stayed exactly the same, inflation is basically zero. 
I just think over the next six to 12 months, a lot of normalcy will come in. Prices that are really high, 
like... imagine, look at the price of flying from Australia to New Zealand if there were no lockdowns at 
the moment. They'd be really high. In 12 months' time, they'll be much lower. 

Paul Rickard: 

Okay. All right, let's get to your questions. We might start with some we already got here. Both Heng 
and Sean about the banks. Let's have a look at CommBank if we can, Jon. The question from Heng, "Your 
view on the price direction of our banks, big four, regional over the next quarter." And then from Sean, 
"Are the banks all ready to be bought again?" What's your take on the banks, Peter? 

Peter Switzer: 

I think they rise in price, but at a very slow rate compared to what we've seen. Probably the regionals 
might have a little bit more upside. I'm just looking at BOQ, which is not one of your favourite banks, but 
they have recently taken over ME Bank, which will improve their overall base. Analysts think BOQ up 
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8.4%, but let's just put CBA in and see what they say for CBA. I bet you they're saying 2% if we're lucky. 
In fact, they say CBA down 10.8%. I think they're wrong on that as well. Let's just try WBC just quickly. 
They think 11% upside. So the smaller, the regional banks will have more upside than the biggies, but I 
still expect CBA to rise, but not fall 10%. 

Paul Rickard: 

I think you and I are of the view, if I'm summarising this correctly, Peter, that most of the rise has 
already happened. But if the market's going to go up, the banks aren't going to fall, because A, they're 
so important, but B, the dividends are still reasonably attractive. I think in terms of exposure-wise, I'm 
back to neutral on banks, maybe a little bit going slightly more underweight. That's how I see 
positioning. Interesting in June that Commonwealth Bank went up almost 10% and the other banks 
stayed still. A lot of that was just going for the $100 mark, but it's just interesting that we suddenly saw, 
I guess, the market recognised that there's a huge price for being the leader and the best. And the 
market's prepared to reward leadership stocks. So that's our view on the banks. I think unless there's 
any other bank questions, we'll mark that off. 

Paul Rickard: 

A question just to deal with quickly, a question here from Tony. He's talking about the Switzer Higher 
Yield Fund. "Can you please explain why the approximate 3.7% price decline yesterday, Tony?" I think it 
went ex-distribution, and whenever stocks go ex-distribution their price will adjust for the distribution. 
That's my answer to that one. Question here from anonymous. There's a few others on this one about 
AGL, Peter. 

Peter Switzer: 

I'm happy they've changed their CEO. I don't hold AGL, so I haven't made a view or whether or not I 
want to buy more or sell or whatever. I just think there are better investments out there, Paul. 

Paul Rickard: 

Yeah. Arguably, you're still in the falling knife territory. I think the reaction to their announcement on 
Wednesday, whenever it was, was not so much the announcement, but it was about the fact that they 
also downgraded profit guidance. Profit guidance was down again. I was hearing this morning that the 
on-again growth in renewables, not just that it's putting downward pressure on wholesale power prices, 
but it also means that any of the ability they had to sell into peaking markets, because the electricity 
price, the spot price, goes crazy when the demand slides. Often a lot of those demand times are when 
renewables are really quite strong, for example, middle of the day when the solar is generating. They're 
not actually able to get much of the benefit of the peak pricing. That's the trouble they're going through. 

Paul Rickard: 

Will the split do enough for them? Probably. I mean, it's probably in the long term going to be good for 
the company, but they've decided they want to have an investment grade. They're going to change the 
dividend or reduce the dividend back again, neutralise it. That's why the market fell off. I just think AGL, 
it's a stock to look at, but I think you can do better elsewhere than AGL. 

Peter Switzer: 

Just looking at the analysts, the best I can see is $8.88, and that analyst says underweight. Today it's, 
what, $8.10 isn't it today? $8.17, so there's just really nothing. No one is excited about what they've 
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heard this week, and I think there's so many curve balls being thrown at conventional industries like AGL 
in the energy space. I just wouldn't touch it. I think there's better investments out there. 

Paul Rickard: 

Okay, I've got a question for Shernavaz and also from Mike about APA, so we'll stick with the A's, which 
of course is the pipeline company. It's also a stock I've liked. It's also struggling to do much. Shernavaz's 
question is, "Your view on the APA Group. Why has the share price fallen? Or is it still a hold or a sell? It 
pays a decent dividend." Well, it does. I think you'll find that probably the main reason it's been under 
pressure is that the analysts expect that there's probably a good chance of a capital raising at some 
stage to fund an acquisition, so they're worried. APA has made it quite clear that it's looking at 
acquisitions, particularly in the United States, so there's that sort of downward pressure. We'll get a 
share price issue. 

Paul Rickard: 

Secondly, there's no pickup in volumes in gas. I mean, gas is still somewhat pressured, because it's 
carbon-intensive, and so we're not seeing any natural growth in their business. I guess people over the 
longer term are saying, well, if it goes the way of coal and other industries come, there's obviously now 
a risk premium, because it's going to be a declining earnings business, and that's why it's looking 
overseas. I think that's sort of why APA has come under pressure. At $8.90, is it attractive? I think it does 
look pretty attractive, but I'm just not sure in the short term what's going to change sentiment. Peter, 
what are seeing on APA? 

Peter Switzer: 

Analysts think 19.1% upside. I think it's a good company, Paul. I must admit, I'm not across the current 
problems with it. It's kind of like one of those companies that, it's a quality company, the market doesn't 
like it at the moment. The analysts think the market's getting it wrong. So if I'm holding it, as long as I 
haven't paid a silly price for it, I think I'd have faith in it, quite frankly. 

Paul Rickard: 

Yeah, I wouldn't sell it. I mean, I still think as an income stock it's very reliable. It'll do its 50 cent 
distribution. I think it's just got headwinds, as I said, from both volumes aren't growing and possibly the 
longer term gas is going to be reducing. There's going to be less demand for gas over the long, long 
term. Secondly, it's talking about offshore markets, and that probably means finding capital. Whenever 
companies are talking about offshore expansion, shareholders are reluctant to commit, because they 
know it requires more capital, and that puts a downward price pressure on it. I think it's just more 
through gone out of favor, but at $8.90, my view is it looks pretty reasonable. 

Paul Rickard: 

Okay, let's deal with some of the travel stocks. Thoughts on Qantas. This question from Xin. 

Peter Switzer: 

Provided you're prepared to wait a year for your good returns, I agree with the analysts. They've got 
23% upside for Qantas. Qantas's competition locally is not the same as it was when John Borghetti was 
running Virgin. Sure, Virgin wasn't able to make as much money, but they made life harder for Qantas, 
and Qantas had to be more price competitive. I think people, particularly business clients that were at 
Virgin are going to flock back to Qantas, and I think it's a good buy at these prices. 
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Paul Rickard: 

Okay. Question here from Gavin on Ampol, which of course is the old Caltex. It's, I guess, looking a little 
more attractive, because the government has taken some of the risk of investing in a company like 
Ampol away through its deal about providing support to the refining business. Gavin's question, "Is 
Ampol (ALD) a good reopening trade at the current price?" I'm not sure about the reopening trade part, 
but I'll throw that one to you, Peter. 

Peter Switzer: 

I guess the point of that is that Ampol sells retail-type petrol, and when people drive more, they'll use 
the business more. The analysts think about a 12% upside. I think it's going to be a beneficiary of going 
back to normalcy, without a doubt. Let's face it, at the moment there's a whole lot of people in Sydney 
that aren't driving anywhere because of the lockdown. So I think there is a bit of a reopening thing in 
there as well. I also think they're advertising quite effectively on television. They're really pushing the 
brand. I think it's a company heading in the right direction, Paul. 

Paul Rickard: 

Yeah. I mentioned the refining thing. They still own the Queensland refinery, and of course the 
government has really recognised that our Australian refineries have gone from seven to two, and if you 
end up with zero, we won't be able to refine anything and we're totally dependent on the rest of the 
world for not just the crude but the refined product. And so the government's basically taken away a lot 
of the price risk on the refining business through an effective subsidy scheme when the refining margin 
is too low. That to me has taken a lot of the risk away on Ampol. 

Paul Rickard: 

Okay, I think we had a question here from Craig. Jon, if you can unmute Craig there. 

Craig: 

Yeah, g'day guys. I just wanted to get your thoughts on Rhipe, which is RHP. They had a takeover offer 
yesterday, and the stock rose quite considerably. Do you see anymore upside potential in the stock? 
Thanks. 

Paul Rickard: 

Well, I'll go first, Craig. I quite liked RHP, and I would have thought that's still a company that's going to 
be in quite high demand. I didn't see the detail of the offer and just know how indicative it is, but my 
guess is that in most of these situations, if the price has gone above the indicated price of the offer, then 
you just have to follow the market. The market is betting on either an improved offer or someone else 
coming into it. Peter, do you want to comment on that? 

Peter Switzer: 

Yeah, I don't know much about the company, Paul, I've got to say. It looks like it's not covered by many 
analysts, one, and they have about a 2.8% upside for the company. 

Paul Rickard: 

What's their target, Peter? This was done before the takeover, I guess. 
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Peter Switzer: 

What is the current price, Paul? 

Paul Rickard: 

It's about $2.51. That's what's showing on our screen. 

Peter Switzer: 

Yeah, $2.57, that's why it's only 2.8%. 

Paul Rickard: 

Look, that would be my advice, Craig. I would A, look at just how firm it is and B, look at what the 
market's done in response to the offer. If the market says there's a good chance of further price action, 
that either the prospect of an increased bid or someone else coming into the market, I'd follow the 
market. The market on these things tends to be right about eight out of 10 times. That's your best guide, 
would be my advice, in terms of how you should behave when you see a takeover offer. Follow the 
money. 

Paul Rickard: 

Okay. All right. Let's go to a question here from Shabbir on Lendlease. Lendlease has been a bit of 
disappointing, Peter. Let's have a look at the Lendlease graph, which is not looking too good. A company 
I've liked more so. I thought the strategy was right, but then the CEO is gone, so that always makes you a 
bit worried a little bit. What are your thoughts on Lendlease? 

Peter Switzer: 

My thoughts are, I was talked into Lendlease by you... But you're not alone. I was looking at the analysts 
here. The current price is, what, $13.61. 

Paul Rickard: 

That's the forecast, is it? 

Peter Switzer: 

The prices $16.77, $13, $12.94, $13, $13, $12.99, so we have a range there between, say, 16% upside. 
Citi thinks 51%. Now by the way, I totally agree with your view on Lendlease, and you probably should 
do it in a nutshell. But I think the time horizon has been pushed out further for when it really benefits 
from the game plan that it's got. I am torn with the idea of actually selling my Lendlease, at least for six 
months, and get in when I see the upside coming back in. But yeah, I believe the story, but I think the 
timing could be a bit further out there than what I thought six months ago. 

Paul Rickard: 

Yeah, I like the story, the structural growth, the focus the company has in terms of not so much 
construction but what I'd describe as development of lifestyle-type villages and places people want to 
live, which have got all the amenities in its so-called gateway cities. Obviously, COVID was a big dent in 
that, and the timing is still a bit tricky. The CEO going is a big loss, I think, because whenever CEOs go, 
and particularly when he championed in this particular strategy, you've got a question mark about the 
company. The new CEO has come in, done what a lot of new company CEOs do. He's written a few 
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things down straightaway. Some of yesterday's announcement, I think, was viewed as, well, that was a 
bit of a clearing of the books again. I think it's a company for the long term. I just don't think you're 
going to see much short term, but I'm a buyer for the long term. But I think you've got to be patient on 
this company. It's a bit like Qantas, but in a different category. That's what I think about Lendlease. 

Paul Rickard: 

All right. A question here from Graham about Aristocrat and Ainsworth. The question is, "What's the 
reason for the difference in price for Aristocrat Leisure (ALL) and Ainsworth (AGI)?" Well, they're very 
different companies, for a start. That's the reason for difference in price. I really like Aristocrat Leisure, 
but it's gone up a long way in the last 12 months, Peter, and I guess at $42 it's just getting pretty pricey. 
What do you view on Aristocrat Leisure? 

Peter Switzer: 

I don't want to blow our own trumpet, but we've been big fans of Aristocrat when it was at the $20 
region. It's just kept on going up, and it's probably getting close to its top. Analysts think about 2% 
upside. Where are we today, $43? The best one I can see up there is $46, and that comes from Citi. 
Yeah, now Ainsworth, you're right. It's a different company. Sure, Len started Aristocrat, but things 
changed as in family businesses they can. I think Ainsworth just doesn't have the same kind of market 
belief that Aristocrat's got as well, Paul. 

Paul Rickard: 

Yeah, I think also the other point you make out is, I think family-led companies are great for a while, but 
basically the market wants to see a nice proper governance, a good split of shareholders. And I think the 
Ainsworth stuff is still a little bit... Institutional investors are going to be a bit nervous investing in 
something like Ainsworth, as opposed to investing in Aristocrat. Just to go back to Aristocrat, if you look 
at that 12-month chart, it's pretty phenomenal. It's basically been a steady trend, if you just go back, 
Jon, to ALL. It had a few dips down, but that's a pretty good 12-months chart, from $25 up to $42. So I'm 
not sure I'd be jumping into Aristocrat Leisure at these prices, but it's a stock that... it's probably, I guess, 
a bit of a market darling, I guess Peter, is one way to look at it. 

Peter Switzer: 

Yeah. And I should throw in, Paul, Ainsworth is covered by two analysts, and Macquarie does have 
outperform at $1.10, and it's currently $0.72. But the other one, UBS, they say sell, with a target price of 
$0.35. It's a very different business, and that's why the market treats them differently. 

Paul Rickard: 

Okay. A question here from Elaine about how do I record the Woolworths demerger at the end of this 
financial year, as the demerger occurred on the 28th of June? Well, I think the demerger occurred on 
the 24th of June. For some reason, the holdings are incredibly slow in coming through for your 
Endeavour shares, but I'll be recording mine as of the day it occurred, on the 24th, 25th of June, the 
actual date they started trading. I think that's the correct date, because that's when the price of 
Woolworths changed. So if you are doing your own books this year for yourself or any Superfund or in 
your investment portfolio, I'll certainly be putting Endeavour back into my portfolio, notwithstanding 
that the brokers and Woolworths are incredibly slow in getting the shares into your account. 

Paul Rickard: 
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I think mine came through yesterday, about six days later. An issue there for the ASX as to why that 
didn't happen earlier, and someone should follow up with both Woolworths and the ASX as to what I 
would describe as a really bad deal for many shareholders, particularly as it was end of financial year 
and it won't appear on a lot of the broker statements. 

Peter Switzer: 

And Paul, while you're there, do you think Endeavour is a buy? 

Paul Rickard: 

Yeah, I like Endeavour long term. Let's have a look. We should have a few days' trading of Endeavour 
(EDV). I still think there's going to be a bit more selling pressure, Pete, so my guess is, I think around 
about $6 is about the mark. But I think it's going to be a good long-term buy, but you just bear in mind 
that over the next couple of months, people will look at the shares. A number of investors will say, I 
don't want to be involved in poker machines and gambling. There was a small share sell facility that's 
going to be executed on the market. And it's a nice comfortable yield. It's not a standout, and lockdowns 
are bad for business in the medium term, because although it's good for the sales of its takeaway 
alcohol from BWS and Dan Murphy's, its better earnings margin comes out of hotels. And if hotels in 
three states effectively aren't open, or four states, and in others they're limited as to how many people 
they can have and you can't stand up, it sort of makes it hard to make a lot of money in the hotels 
business. So yeah, it's a net negative, I think, the lockdown for the business. 

Peter Switzer: 

I should throw in that I interviewed Marcus Bogdan, who's the portfolio manager for the Switzer 
Dividend Growth Fund, on the TV show last night. Interestingly, he's just added Endeavour Drinks to the 
portfolio. He thinks it's going to be a pretty good income payer. 

Paul Rickard: 

And look, that's why I'm looking at it, because it's very steady. In a post-COVID environment, it's a very 
steady business. Low growth, but steady. Woolworths didn't want to expand the hotels business, and 
the company will now have a chance to do that in its new setup. So I think there's good opportunities for 
it. 

Paul Rickard: 

Okay. Let's go to a question here on inflation, this one from Ang. We'll go back to the inflation question. 
He says, "If inflation is coming in 12 months' time, which stocks should we buy now and which stocks 
should we avoid? Should we not buy gold stocks now?" I guess, let's talk about which stocks would 
benefit from inflation, Peter, first of all. 

Peter Switzer: 

Yeah, I must admit, I don't have them at my fingertips, but he's right. Gold stocks would be beneficiaries. 
And I always like Northern Star if I'm going to buy gold. Bank stocks usually do well in inflation, Paul, 
because their interest rates would tend to rise with inflation. 

Paul Rickard: 
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Yeah, I'll throw in a couple. Gold will benefit in US dollar terms. Whether gold benefits in Aussie dollar 
terms is another question. That's why we're not seeing a lot of upward pressure on places like Northern 
Star, because you got to remember that if inflation picks up, that should be good for the gold price, but 
also means probably a stronger US dollar. In Australian dollar terms, that may not be so good. You look 
at Northern Star, you look at Newcrest over a 12-month period, just go to Newcrest. NCM, Jon? Those 
stocks are all lower over the last 12 months despite all the talk about inflation. So just be a little wary 
about gold stocks, because remember, for Australian gold miners it's all about the Aussie dollar gold 
price. 

Paul Rickard: 

If you're looking for stocks that might benefit, I think banks possibly. But the good ones are often things 
like insurance companies. The companies that have got pricing power, insurance are generally one, so 
the IAGs, QBEs potentially, they can benefit two ways. One, they can increase premiums. But also, 
higher interest rates typically are good for them as well. Typically they are big bond holders. You could 
argue a company like Challenger long-term could be a winner, because people would buy annuities 
again. Higher interest rates, more worried about inflation. 

Paul Rickard: 

Transurban possibly, because its tolls are indexed to inflation. Basically, any company that's got pricing 
power should do. But it's probably net-net, there are more losers than winners, so these would be the 
ones I'd look on the inflation side. But I should point out, Peter, you or I don't think this is a big issue, 
right? 

Peter Switzer: 

We don't. I think this time next year, I might be saying for the year after I'm getting a bit more nervous 
about it. But I think we've got a year up our sleeve when you don't have to worry about inflation long-
term. There'll be a spike, without a doubt, but I think by six months' time, they'll be saying oh yeah, it 
was transitory, it was temporary. But then I think it will start being built into the system. I'm more 
worried about stocks in 2023 than I am 2022. 

Paul Rickard: 

Okay. Question here from John on TWE, of course, Treasury Wine Estates. John says, "Has your view on 
TWE changed in recent weeks, given its price has levelled out? Where do you see it in 12 months?" 

Peter Switzer: 

I haven't changed my view on Treasury Wine Estates, and I'm really happy that it really hasn't been a 
disappointing stock, considering how badly it's been treated by China. But look, let's have a look at the 
analysts. We're currently sitting at what, $11.52, and we've got Morgans at $13. That's probably the 
best one in the market. Let's imagine over the next 12 months that Australia and China can kiss and 
make up. It might not happen, but if it did, how good would TWE's share price respond to that, Paul? 

Paul Rickard: 

Yeah. I like TWE. I think it's a stock for the portfolio. I don't think that it's going to do much in the short 
term, because it needs a catalyst. The catalyst could be, as you say, Peter, a thawing in the relations 
between Australia and China. You'd probably guess that's unlikely in the short term. Catalyst could be a 
takeover. What else could be a catalyst, Peter? It's probably unlikely, in terms of reporting season, to do 
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much. It has developed other markets, but I don't know whether... I think it's well supported, it's got 
upside, but I think it's at the moment, it's not high on people's radar, so it's probably not going to do a 
lot. I'm not worried about it's levelled off. I think probably a positive. But I think things never go up 
forever. 

Paul Rickard: 

Okay, a question here from anonymous. "Who do you prefer, a2 Milk or Bubs, given their respective 
prices, and why?" Let's have a look at a2 Milk, which has sort of bounced off of $6 a little bit. It's just 
rounding there. It's come down from a pretty lofty $20 it was almost 12 months ago, so lost 70%. And 
let's have a look at Bubs. I don't think Bubs has done as badly. It's certainly bounced a bit more strongly 
in the last couple of months or so. Who do you go for? I mean, we get worried about the a2 or the goat's 
milk, Peter? 

Peter Switzer: 

Look, I'm got to say in all fairness, I haven't compared one against the other, and maybe I will, maybe for 
our TV show on Monday. It'd be an interesting story to pursue. I've got exposure. I bought a2 Milk when 
it fell, because at $20 I couldn't be a part of it. I thought it was a great company. So I am sort of cheering 
it from the sidelines. But I've got to say, I haven't got the strong view on Bubs. I'll just quickly see what 
the analysts are saying about Bubs, which I know it's done pretty well. 

Paul Rickard: 

Okay. I think I just can't see the... Bubs has done a little better than a2 on a one-for-one basis, if you look 
at that. Bubs is down 51% over the year, and a2 milk is down 65%. Look, I haven't compared the two 
either. I prefer a2, because I think I'd understand what's going on there better than Bubs. 

Peter Switzer: 

Paul, the analysts say... Only one analyst looks at Bubs, 25% down. I think a2 Milk would be more likely 
to be a small rise than a big sell-off at this point in time. 

Paul Rickard: 

Okay, let's go to ELO, Peter. This is a company you have been a big fan on. Mike says, "Hi, Peter. Do you 
still like ELO? I sold before 30th June to claim a loss. Should I look at buying again?" 

Peter Switzer: 

Yeah, I do, I still like it. And part of the reason why I like it is I interviewed the CEO of intelliHR, which 
plays in a fairly similar space, supporting businesses with not just their payroll. Payroll is the boring part 
of it. It's the whole HR management of the staff. One thing that occurred to me when I was interviewing 
Rob Bromage was, what happens when businesses are forced to give in to their staff and let them work 
from home? How do you manage staff when they're not in the office all the time? Well, it's going to be 
an online kind of connection with your staff, which gives you feedback around activities within the 
organisation, all the sort of thing that an HR person would do if you could afford to have an HR person. 
Or if you had one HR person, that person is going to want to have some sort of dashboard that actually 
shows them what's going on with their staff or whatever. 

Peter Switzer: 
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I think both ELO and intelliHR would do well. And what I noticed was, and I expected it, there were sell-
offs for both companies before June 30, and I noticed yesterday both were up. I haven't checked today. 
What's going on today with ELO, Paul? Can you just have a quick look? 

Paul Rickard: 

I don't have that handy, Pete, but just keep talking, I can tell you what's going on there. I do track that 
stock. It's up five cents, to $4.50 as I speak. 

Peter Switzer: 

Yeah, and I think intelliHR also went up as well. I just think it's a slow burn for both of these companies 
for two reasons. One, the big end of town HR person might be still holding back on spending until all this 
lockdown stuff gets out of the way and business gets back to normal. On the flip side, you've got this 
small business offering which they're going after, and a lot of small business people are actually really 
worried about what's going on. They're both reopening trades, for my way of thinking, and they're also 
businesses that will suit the new age business, where a lot of businesses are going to be forced to say to 
their staff, "Yeah, you can work from home, and as a consequence, I need to have a closer contact or 
connection with you." I think that they're both companies that should do well. 

Paul Rickard: 

Okay. Let's go to some questions here. Let's stay with the tech for a sec. Couple of questions here on 
Appen. APX is the code. Look, this is another one which has been a bit disappointing. It hasn't 
rebounded that long. What's your views on Appen, Peter? 

Peter Switzer: 

I still like it, Paul. I had a quick look. Analysts think 52% upside. I think if anything's going to happen to 
Appen, it's going to happen in the US. US getting back to normal should help Appen and what it sells to 
the big end of town tech companies. All I can say is that the analysts still like it, and I think it is a 
reopening-type trade story. I'm sticking with it. 

Paul Rickard: 

Okay. The other question was from Pradeep. Okay, let's go to some material stocks. Start off with Boral. 
Of course, the takeover from Seven. What do we think is going to happen with the takeover from Seven 
of Boral? 

Peter Switzer: 

Well, I'll let you handle that. All I'll say is, the analysts think -7.6%. I think it's been really bidded up to 
the price it should be. I just think that it's probably been bidded much higher than it would have been if 
Kerry Stokes hadn't got involved. 

Paul Rickard: 

I think it's certainly above the price, much higher than if Kerry Stokes hadn't got involved, so Boral 
shareholders should thank him for that. Would I sell out to Kerry Stokes? I don't think so, but if Kerry 
Stokes says he's had enough, the price would fall until he has another go. I think if it goes by the 
previous Kerry Stokes playbook, it looks like he's trying to get the control of the company by buying 
about 30% without paying a premium. I guess he's probably almost got close to effective control over 
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Boral now. So how do you play it? Well, if you've been a long-suffering Boral shareholder, maybe you 
just sell out in the market, take the money and run, because Boral shareholders until Kerry Stokes came 
along in the last few months had done it pretty tough. 

Paul Rickard: 

Do you think there's going to be another offer? No. Could he increase it? He could, but it's probably 
more likely that he'll just get enough and just go away for a while, and the price will fall down for a little 
while until he has another go. I don't know how else to read this moment, apart from I don't intend to 
take any action on his offer, but if I was a long-suffering Boral shareholder, I might be inclined to flick 
them out on the market. 

Peter Switzer: 

Are you a long-suffering- 

Paul Rickard: 

I am, and I bought it at much lower prices, but I also had a big belief in Mike Kane. I must admit, when 
they did the acquisition of Headwaters in the US, I worried about that, and that's proved to be their 
undoing. But I still have a small portfolio of Boral shares, and I haven't accepted the offer, but I guess if I 
needed to look for profit somewhere, I probably could turn to them and just flick them out on the 
market. The question there from John, and there's a few other ones there on Boral. 

Peter Switzer: 

Well, the point should be made that you are around near both your five-year high and nearly 20-year 
high. You're a bit off your 20-year high, but you're very close to your five-year high, so expecting much 
more might be expecting too much. 

Paul Rickard: 

Yeah, and that's why I think maybe if you want out, you just flick them out in the market. It's the other 
way to look at it. Okay. All right. And thank Mr. Stokes for that. Okay. 

Paul Rickard: 

Let's deal with some resource companies. First question here from Jeff, "Precious metals." Well, I guess 
Jeff is including gold in that, but I guess gold, silver, palladium. Do you have a view about where precious 
metals are going, Peter? 

Peter Switzer: 

I wish I said yes, but it's just not my area. Precious metals do really well when the world's really scared, 
and the world's not really scared. I think watching the economic indicators as I do in the Switzer Report 
every Saturday morning, if you look at that, Paul, and you would have noticed it, every week the "I likes" 
just completely swamp the "I dislikes." The "I dislikes" are even coming at one or two or three, where 
the "likes" are like 15. Until we start seeing them evening out and really seeing negative signs, I just 
think precious metals are not going to be at least bought by the speculators who are scared. And that's 
when the price really takes off. 

Paul Rickard: 
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Okay, let's go to Fortescue. A question here from Jeffrey, "Is Fortescue Metals Group a long-term hold, 
even if the iron ore price halves?" Well, I don't think it's going to be at $23.59 if the iron ore price halves, 
Jeff. That's the first thing I'd say. 

Peter Switzer: 

I hate to say this, but there's going to be some stage when you and I, where we're talking to our 
subscribers and saying, "Maybe it's time to sell these great miners." It'll probably come when we start 
suspecting they can't keep paying these great dividends. And miners aren't expected to pay great 
dividends forever. If the iron ore price halved, FMG would not be anywhere where it is today. 

Paul Rickard: 

Yeah, I like what Twiggy is doing in terms of looking to diversify the company away from iron ore over 
the next decade. I think he's thinking pretty structurally there. But this is an iron ore company, and yeah, 
there's obviously a discount at the moment, because no one believes that iron ore prices are 
sustainable, but for good reason, because we know the production will come out of Brazil and/or Africa 
at some stage. The Chinese will... Remember, the substitute to iron ore is just scrap metal, and at some 
stage demand is going to fall. That's why there's a discount. But I think there are safer ways to play it. I 
think BHP is a better way to play the whole sector, unless you're really bullish about iron ore. 

Paul Rickard: 

So on to BHP, let me go to a question here which I had about BHP, which I was trying to find, which was 
a question, do we think BHP is a sell? I'll just find out who that question is from in a sec. But let's have a 
look at BHP if we can, Jon. What's your view on BHP, Peter? 

Peter Switzer: 

Well, I'm a bit like the analysts who- 

Paul Rickard: 

The question is from John, by the way. 

Peter Switzer: 

I'm a bit like the analysts, who are really split on the company. As someone who has a pretty big holding 
in BHP, I'm really happy Macquarie is telling me they've got a $63 price target on BHP. Gee, I hope 
they're right. Morgan Stanley, $50; Ord Minnett at $59. Then we've got one, two, three, four with a 
range between $42 and $47. Even if the naysayers are right, I won't be out of the money whatsoever. I'd 
be a bit annoyed that it's dropped from its current prices, but gee, I hope the Macquarie boys and girls 
are right on BHP. 

Paul Rickard: 

Okay. I think I'd hang onto BHP. As I've said countless times, I don't think there's anyone who can tip tell 
you where the iron ore and commodity prices are going reliably. I think it's still time to be roughly index 
weight on these stocks. I just think BHP is a safer way to play it, because it's more diversified. 

Peter Switzer: 
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But Paul, talk to the dividend. A lot of listeners will be wondering what you think about the sustainability 
of BHP dividend over the next, say, two years. 

Paul Rickard: 

Well, I think over the next 12 months, you can still forecast a pretty good dividend, but I just don't know 
whether... The iron ore price has gone further than we expected and it's remained longer than we 
expected. Remember, I think the production difficulties from Vale in Brazil are well-known, but I think I 
thought by this time they'd be largely through them. They haven't. And the demand in China has been 
stronger, and the African stuff is going to take five years at least. But also, copper has been really strong, 
as have other commodities. That's why BHP's held up pretty nicely, because it's not just iron ore. You've 
got copper, oil, in particular also becoming very significant. That's why I prefer BHP. I just think you stay 
long. I just don't think you worry about it too much to take profits at this point in time. 

Paul Rickard: 

Okay, question here from Jacob: "Your views on CSL. Keep, sell, or buy?" 

Peter Switzer: 

Me, buy. 

Paul Rickard: 

Buy? 

Peter Switzer: 

The current price, what is it, at $282 now? It was $300 and something, wasn't it, not too long ago? I like 
CSL. But I'm not expecting it to make me rich in six months, but I bet you in a year's time it'll make me a 
fair bit of dough. It's up 5% today, $299. Well, it was $280-something early week when I saw it. I think 
great company. 

Paul Rickard: 

Okay. Let's do quick ones. Question here from John, "What about Sydney Airport as a travel stock?" 

Peter Switzer: 

Yeah. I haven't seen what it's done recently. It would have gone off the boil, I would have thought. I like 
it. It's a good company. It's operating basically... What percentage would the international airport be of 
Sydney Airport? A huge chunk. 

Paul Rickard: 

It's a more profitable part of the business. 

Peter Switzer: 

The current price is $6.19, and the analysts, the best price out there is $7.03. So that's a reasonable 
return on investment. Look, do you need to buy it now? If international borders are not really back until 
the middle of next year, then maybe you don't need to buy it right now. But maybe in three or four 
months' time it might be a good time to buy it. 
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Paul Rickard: 

I think if you want a travel stock, just stay with Qantas. I don't think Sydney Airport is quite in the same 
category, but that's just a view. Helen, you keep asking me about the Catapult share purchase plan. I'll 
have a look at that. I haven't seen that, as to what you should do, so I can't answer that at this point in 
time. A question here from Sean, Peter, about Origin. That's a real disaster of a stock that sits in the AGL 
category. Let's just have a look at Origin Energy quickly. 

Peter Switzer: 

I've got no view on Origin. I'll just tell you what the analysts say. Analysts say the range in price, the 
highest is $5.75 and the low is $4.20, and it's currently $5.00. No one's expecting it to shoot the lights 
out. 

Paul Rickard: 

I don't think Origin is going to do much. The pure oil play, I prefer Santos, but that whole sector has 
seemed to be, it's almost like in a void from the investors at the moment. If you look at Woodside, it's 
been incredibly disappointing, but that's partly to do with change of CEOs. But just have a look at 
Woodside carefully. It's done nothing now for the last part of 12 months, despite the oil price going up 
and improvements in some spot LNG prices. The market, I think, has just gone pretty bearish on these 
stocks. So that'll turn, but I don't think that's happening very quickly. Thoughts on the Scentre Group 
(SCG), if we could do that quickly, Jon. Again, not doing a lot. We've got the recovery in retail, recovery 
in trusts. I just don't really... Scentre Group, of course, is your Westfield shopping centres in Australia 
and New Zealand. Probably a reasonable dividend distribution. Have you got the yield there, Peter? 

Peter Switzer: 

None of the analysts are fantastic. About 2% upside for Scentre Group. I would rather Woodside than 
Scentre Group, Paul. 

Paul Rickard: 

Yeah, okay. Well, I think they're very different stocks. Okay. 

Peter Switzer: 

People are trying to make money here, and the analysts think Woodside has got 19% upside. I think 
there's more chance of Woodside making money over the next six months than Scentre Group. 

Paul Rickard: 

Right. Look, final question. This one came in from Mick earlier. I'll throw this one to you, Peter. Who's 
the best tipper, Peter or Paul? 

Peter Switzer: 

Oh, definitely me. And the only reason is that I'm far more courageous than Paul. Paul is a very reliable 
tipster, but if you're looking for excitement... I'm winding him up. I'm going to say, no one's looked at 
our strike rate over the last year. I'd be very happy if someone did. I don't think there are too many 
really bad ones, and I know there's been a couple of good ones in there. But we might actually do that 
one day, Paul. 
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Paul Rickard: 

Yeah, I have to say. We got Nuix wrong recently. We went in at $11, but we were in about $4.40, not 
$11, but we did say to people, $11, don't touch it. But anyhow... 

Peter Switzer: 

By the way, we liked Woodside at $17, by the way. It's $22 now. And we liked Aristocrat when it was 
$20. So there's plenty. But it's all there in the Switzer Report. You can go and do an objective test and 
tell us how good or bad we are. I think we're pretty good. 

Paul Rickard: 

Okay, let's move on, Peter, because we're almost running out of time now. The US tonight, employment 
data. Also, ahead of a long weekend July the 4th is Monday, and we're peak summertime, so is this a 
really important number for the US tonight? 

Peter Switzer: 

I'd think so, Paul, on two levels. They're looking for around 600,000, and I think if they hit 600,000, 
they'll be really happy. If they hit 900,000 or a blowout big number, I think the inflation fears will be 
rejigged, and so that could be the interesting story for me tomorrow morning, is how is the market 
reacting to the numbers? They were a bit worried about the last number. It wasn't as good as they 
expected, which was good for really hosing down inflation concerns. But I think if it's a really big 
blowout number, they could start worrying about inflation, which would only be temporary. That might 
be a buying opportunity for us. That's what I would be writing if the market does that. 

Paul Rickard: 

Yeah, it's interesting with long weekends in the States, Peter. They mean a lot more in the US than they 
do in Australia, because they don't get as many holidays. Sometimes you may not get a real sense on the 
market til after the long weekend, because the fund managers just won't take positions, or the traders 
won't. So I'm not sure we're going to get a full read on it. We may have to wait a couple of days, and of 
course, that really mean we won't get it til Tuesday their time, which won't impact our trading til 
Wednesday here. So we've got a couple days potentially of not much. But certainly it's been a funny lead 
into it. It is midsummer, and it's always a bit cautious about trying to get a read on midsummer when- 

Peter Switzer: 

And they're at highs. S&P 500 record highs, consistent record highs, so a bit of profit-taking. I wouldn't 
be surprised if that number was really big and the inflation story gets hyped up out of what it needs to 
be. 

Paul Rickard: 

And you'll be getting up at sparrow's tomorrow to write about that? 

Peter Switzer: 

Someone has to do it. Yeah, I will be, Paul, and I'll be enjoying every moment of it, as always. 

Paul Rickard: 
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So you can read, Peter will have that tomorrow. Don't forget our Saturday edition. We're out of time. It's 
just on 1:30 Eastern Standard Time. I said we like to keep these webinars nice and tight. Sorry we didn't 
get to all of the questions. There are a lot that came through quite late, and I did try to pick a selection 
of them and try to take the major themes from those questions. 

Peter Switzer: 

Paul, on PEXA. I like PEXA, but the one person asked that question, we didn't get to it. I think it's going to 
be a good company of the future. 

Paul Rickard: 

Okay, I'll leave that comment to you, because I can't. But thank you, Peter, for joining us on this 
webinar. 

Peter Switzer: 

A pleasure, mate. 

Paul Rickard: 

Okay. Read about Peter tomorrow. You're read Peter's analysis of the US in tomorrow's edition. We'll be 
back on Monday, start of a new month, start of a new financial year. Have a great investing year, and 
we'll talk to you soon. Thanks for joining us. Good afternoon. 

 


