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Paul Rickard: 

Hello, and welcome to the June Switzer Report Webinar. I'm Paul Rickard. And I'm joined today by, of 
course, Peter Switzer. Peter, welcome to the show. 

Peter Switzer: 

Hi, Paul. 

Paul Rickard: 

And back by ... We haven't seen you for a few months, Charlie. But it's great to have Charlie Aitken back 
onboard with us. 

Peter Switzer: 

Popular demand. 

Paul Rickard: 

By popular demand, Charlie. 

Charlie Aitken: 

By popular demand. I only turn up at the top of the market. 

Paul Rickard: 

Yeah, that's right. So, Charlie of course is the CEO and Chief Investment Officer of Aitken Investment 
Management. 

Charlie Aitken: 
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Thanks, Paul. Yes. 

Paul Rickard: 

We got the right? 

Charlie Aitken: 

Yes, yep. 

Paul Rickard: 

Excellent. Okay. Great to have you onboard. Now, let's ... We'll get to your questions in a moment. But 
let me just get into some housekeeping matters. First of all, the obligatory disclaimer. Now, the 
disclaimer is important. What it actually means is that we don't know anything about your particular 
needs or circumstances or objectives. So, although what we say is going to give you some great ideas, 
the idea or the advice may not be appropriate for you. It might work for someone else, may not be 
appropriate for you. And as always, we suggest that, if in any doubt, you get the appropriate 
professional advice before acting upon anything we say. So, that's the point of the disclaimer. 

Paul Rickard: 

Let's go to a couple of housekeeping matters. So, this is a webinar, it's interactive. Chance for you to ask 
questions. We've got a lot in already, which we'll get to. Two ways to ask a question. Firstly, you click on 
the raise your hand icon to ask your question live using a microphone. Now, we will unmute you at our 
end, but you also need to be unmuted at your end. So, if you've got control in the mute button at your 
end on your PC, and you leave it on mute, we can't get you. But we certainly can bring you onboard in 
the webinar. So, we like live questions because you can actually say a lot more than potentially what you 
can in just a few words in terms of the other way. 

Paul Rickard: 

The other way, of course, is you click on the Q&A on the ... And type in your questions. So, that's on the 
right hand side of the screen. Okay, last thing is, we go for exactly an hour. And it's just after 12:30 
Eastern Standard Time. We'll finish no later than 1:30 PM Eastern Standard Time. So, we know many of 
you are busy, you've got other things to go to. So, if you need to set your watch, you can imagine we'll 
be finished by then. 
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Paul Rickard: 

Okay, I'd just like to start as always ... Just take it back one slide, Jon. No, that's right. Just look at what 
happened in May. It is June. Been a pretty quiet week, but we had a fifth consecutive up market. I think 
the Aussie market up 1.9% on price, 2.3% on accumulation, 10.4% for the year. Interesting, Charlie, it's 
really been the top 20 stocks. 

Charlie Aitken: 

Yeah. 

Paul Rickard: 

Is that right? Which are the banks and the resources. Is there anything you'd sort of take out of looking 
at that? 

Charlie Aitken: 

Well, that's actually, globally, that's the value rotation, I suppose you could put it that. And the market 
looking at potentially higher interest rates, thinking about inflation. So, rising yield curves help banks, 
and rising commodity prices help resources. And Australia is a very bank and resource heavy market. 

Charlie Aitken: 

Interesting though, because the big-caps have generally lagged mid-caps and small-caps for quite some 
time. So, there's obviously some money just coming back in big-caps. 

Peter Switzer: 

Yeah, two rotations... 
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Paul Rickard: 

Yeah, I mean, if you looked at last year, you'd find the reverse situation. This is actually ... This has really 
only sort of happened in the last sort of six or seven months. But it's been a big-cap led rally in the last, 
at least this part of this year, anyhow. 

Peter Switzer: 

You've got to remember, because the banks are so important to the big caps, they were recruited to 
rescue the economy. And once the economy rebounded faster than expected, the bank's share price has 
been heading up in the right direction. 

Charlie Aitken: 

Yeah, it's been a bit of a global event too. I mean, banks globally have done pretty well off the lows. 

 

Paul Rickard: 

Okay. All right, now let's look at the sectors. I suppose the take on that is, these are the year to date 
financials leads the way, 22.3%, probably the second worst performing sector last year. No, not last 
year. Certainly 2019 it was. But it's the best performing sector. I think the other thing is the consumer 
stock's still pretty positive. IT though, down 12.3%. So, the best performing sector in 2020 is the worst 
performing in 2021. I guess we're probably not too different from what's going on in The States, it's 
pretty much the same story there, Charlie? 

Charlie Aitken: 

Yeah, very much so. But I mean, Australia, again a little bit more concentrated in IT. That's around ... 
That's about five or six names make up that index in heavyweights in terms of Afterpay, Xero, whatever 
it is. But look, that is a global event too. 
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Peter Switzer: 

WAAAX and ZEET. 

Charlie Aitken: 

Yeah, you are definitely seeing a bit of rotation from last year's great winners and pandemic winners. 
And look, I mean, that index being down 12% year to date, I think it was probably up 80 last year or 
whatever it was. So, there's a bit of rotation around globally. And you can see it in the year to date 
numbers there, with the money coming out of IT and finding its way into financials and more 
economically sensitive sectors. 

Paul Rickard: 

Okay. Now, finally, let's just move onto the question. Sorry, I didn't know you were getting that, Charlie. 
But of course, this is the question we have for you. We like to put you on the spot right up front. What 
are the best stocks in Australia from your point of view? 

Charlie Aitken: 

Well, I actually have prepared an answer for this one, Paul. 

Paul Rickard: 

Yep, okay. Good. 

Charlie Aitken: 

Because we run a process that tries to find the best companies in the world, just looking at balance 
sheet, barriers to entry, management, etc. position of the company, longevity, how much cash they 
generate. Cut a long story short, when we run our screens over the Australian market, the top, let's call 
it eight companies that we would point to would be CSL, Woolworths, Wesfarmers, Brambles, the 
Australian Stock Exchange, Sonic Healthcare, Cochlear, and Computershare are the ones that come up 
on our screens. 

Paul Rickard: 

So, I get CSL, Woolworths, Wesfarmers- 

Charlie Aitken: 

Brambles. 

Paul Rickard: 

Brambles, yep. 

Charlie Aitken: 

ASX. 

Paul Rickard: 

ASX is a very ... Okay, yep. 
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Peter Switzer: 

Paul can be very negative on ASX. 

Paul Rickard: 

No, keep going. I want to get the list out. 

Charlie Aitken: 

Sonic, Cochlear, and- 

Paul Rickard: 

Sonic Health Care. Yes. 

Charlie Aitken: 

Cochlear. 

Paul Rickard: 

Cochlear. 

Charlie Aitken: 

And Computershare. 

Paul Rickard: 

And Computershare. 

Charlie Aitken: 

And sort of the one coming off the reserve bench is actually Magellan. 

Paul Rickard: 

Off the reserve bench, because you've been on ... They've been doing it tougher for a while. 

Charlie Aitken: 

They have, but it's still a very, very good, highly profitable business, you know? And the leader in its 
industry, really. So, no, look, they're the ones that we would come up with. I mean, there's a bit of- 

Peter Switzer: 

What about ResMed, Charlie? 

Charlie Aitken: 

No, its earnings are a bit too lumpy and can be quite cyclical in a sort of quarter to quarter thing. We 
look for predictability and things where, if you want a portfolio where you just want to sleep at night for 
the next 10 years, pardon the pun on ResMed, you know? 

Peter Switzer: 
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A good pun too, Charlie. 

Charlie Aitken: 

I think those names are ... I didn't want to do banks and resources. Let's think about some good, 
industrial companies. And that's what we came up with. So, look, I think there's still great investment 
opportunity in Australia. 

Peter Switzer: 

Jon, you've got the CSL share price, five years or even longer. And you will see why Charlie's picked it. 

Charlie Aitken: 

I also quite like ... I mean, health- 

Peter Switzer: 

And that's the reason why you'd go for a company like that. 

Charlie Aitken: 

It's also, look, I do like healthcare. I think healthcare is a great sector. Great sector to invest in. There's 
three healthcare stocks in that list. And I think that most of them are offshore earners. Remember, 
that's another thing, we've got the global market. The currency's had a bit of a bounce. That'll probably 
be a little less of a headwind going forward. And you've got this global ... These are global players, Sonic, 
Cochlear, and CLS. 

Paul Rickard: 

And what about ... Brambles is the interesting one, because I've been in and off Brambles over the years 
and been a disappointed shareholder of Brambles and it hasn't done much. Is Brambles sort of firing 
again? 

Charlie Aitken: 

Yeah, getting its act together, I think, slowly. I don't think it's going to make us rich or anything. But 
return on invested capital is improving, the balance sheet's improving. Their collection of the pallets is 
improving, etc. And we see this as a good way of actually hedging against inflation as well. They've got a 
bit of pricing power, Brambles. They can raise their prices above the input costs of the lumbar, etc. etc. 
So, I think that's ... Again, it's a bit of a world leader in what it does. And more of a North American 
player. 

Paul Rickard: 

Yeah, I mean, and Brambles was clearly our biggest industrial stock for some time, before sort of 
Transurban became bigger, which is ... The classification of industrial is not necessarily the right 
classification, but that's what it was. And sort of, no one's really talked much about Brambles for the last 
couple of years. 

Charlie Aitken: 

Yeah, look, I think it's a good business. It's a large capital, it's in the top 20. It sits there. But it's a very big 
North American grocery play. And I'm very bullish on North America. I think the one place that's actually 
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got its act together with vaccines and interest rate settings, and sort of less noisy government at the 
moment is actually North America, you know? United States. So, I think it's a good exposure to that. 

Paul Rickard: 

Okay. All right, well we've written down your eight, Charlie. We'll write those down, hold you to 
account. 

Peter Switzer: 

We'll go out this afternoon and buy them. 

Charlie Aitken: 

No. 

Paul Rickard: 

Okay. All right. So, look let's go on a bit of ... We got a sum of questions that have already come in. And I 
appreciate they're already coming in now. But let's just start big picture of the market. So, I might do 
these three together. So, Sarah, John, and Sean have asked questions about, is the market due for a 
correction? Have we started another bull market or the last phase of the bull market? And let's do Sarah 
and Sean's question together. So, we know there's a lot of momentum. All the momentum indicators 
are really strong, both here and in the US, Peter. So, what's your take? 

Peter Switzer: 

I think the market's definitely heading up. There'll be occasional sell-offs. But the trend's going to be up, 
I think. Percy Allan did a good piece of analysis. Percy's the old treasury secretary of New South Wales. 
He's, in his retirement, turned his mind to tracking markets. And I showed you a chart during the week. 
You look at the Coppock Indicator, the position of the 30 day moving average over the 300 day moving 
average. They're all pointing to this market as both short and medium-term strength. And I think that's 
the case. There'll be reason for sell-offs. But they'll be buying opportunities, I think, on the way up. 

Paul Rickard: 

Charlie, do you buy that? Do you buy the ... Are you worried about inflation? Because that's the other 
thing that keeps coming- 

Charlie Aitken: 

No, look, I'm not greatly worried about inflation. I actually do think that the inflation we're seeing will be 
somewhat transitory, unless we see ... What I worry about is like wages, wage price inflation. That's 
what you've got to worry about. 

Paul Rickard: 

Which is what the Reserve Bank wants. 

Peter Switzer: 

They want it. 

Charlie Aitken: 
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Yeah, I know. But we're not seeing that yet. 

Peter Switzer: 

It'll take some time. It'll take time. 

Charlie Aitken: 

Not worried about that. No, look, I think quite frankly, as long as money remains free and interest rates 
remain zero, I think the share markets globally and house prices and everything will probably continue 
to do pretty well. 

Charlie Aitken: 

Inflation, I think you can hedge inside an equity portfolio by buying businesses who have pricing power, 
you know? The ability to raise their prices. You don't want to be scared. A little bit of inflation is good for 
equities, it's good. A lot of inflation is not great for equities. So, if we can get that little bit of Goldilocks, 
not too hot, not too cold inflation, and companies with pricing power can pass on those input price rises, 
and then some, I think the right equities look good. 

Paul Rickard: 

So, for businesses with a bit of pricing power, can I think of probably Apple and Microsoft as two? 

Charlie Aitken: 

Those sort of things. Yeah. 

Paul Rickard: 

Who else would you nominate? Do you know anyone locally that's got a bit of pricing power? 

Charlie Aitken: 

I'd put CSL in that category. 

Paul Rickard: 

CSL? Yeah. 

Peter Switzer: 

I think Google and Facebook have got a bit more. 

Charlie Aitken: 

Yeah, I think they've got a little bit of pricing power. But- 

Peter Switzer: 

Yeah, not Netflix, because they've got rivals, I think, now. 

Charlie Aitken: 

Yeah. Look, I think it's anything that's broadly a monopoly or duopoly generally has pricing power. You 
could argue Australian banks have pricing power. 
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Peter Switzer: 

Oh yeah. 

Charlie Aitken: 

You know? So, look, I think you don't need to go and worry yourself too much about headline inflation. 
It's cycling from very low levels from last year. There's going to be some high numbers versus a PSB, 
that'll be a bit scary, some people will get a bit excited about it. But I think a little bit of ... A moderate 
amount of inflation is actually good for equities as an asset class. 

Paul Rickard: 

Okay, this is a question from John. Does the Buffett Indicator work for the ASX? If so, what change in 
components will signal a down on the current booming market? 

Peter Switzer: 

Well, you better know what the Buffett Indicator is. 

Paul Rickard: 

I'm actually at a bit of a loss to it. 

Charlie Aitken: 

I don't know what it is. 

Peter Switzer: 

Yeah. Well, I'll tell you what- 

Paul Rickard: 

I'll throw that one to you, Peter. 

Peter Switzer: 

No, what I'll do, John, I'll write a story. I must admit, I'd never looked at the Buffett Indicator. But John, 
here we answer all questions. 

Charlie Aitken: 

Got us all there. 

Paul Rickard: 

All we know is that last May, we were supposed to go to the US to the annual general meeting of 
Berkshire Hathaway. 

Peter Switzer: 

We actually bought Berkshire Hathaway stock, which has done really well, as you well know. 

Paul Rickard: 
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Yeah, it has. Yeah, I'm a shareholder of Berkshire Hathaway. 

Charlie Aitken: 

It has been a good one, that one. 

Paul Rickard: 

But I don't know what the Buffet Indicator is, so we'll have to take that on notice. So, maybe that's a 
good topic for a story, Peter. 

Peter Switzer: 

Yeah, I'll do that on Monday. 

Paul Rickard: 

Charlie, let's talk about the FAANGs. Okay, what's your ... So, this is a question from Ethan, "Charlie, do 
you think the impact of inflation on the FAANG stocks will be marked and long lasting or temporary?" 

Charlie Aitken: 

Temporary would be my view, because I think they're used as a funding vehicle a little bit for rotation to 
other things. But I always worry when something's got an acronym that's usually a bad sign. But look, we 
are now much more selective in that group of stocks. We own Amazon and Google. We don't own 
Alphabet. I'm sorry, we don't own Apple, we don't own Netflix, we don't own Facebook. I think it's time 
to be a bit selective. 

Paul Rickard: 

Yep. 

Charlie Aitken: 

But if you think about inflation and what it really means- 

Paul Rickard: 

So, sorry, you own Amazon and- 

Charlie Aitken: 

I own Amazon and Google. 

Paul Rickard: 

And Alphabet. 

Charlie Aitken: 

Yeah. 

Paul Rickard: 

I understand Facebook and ... What was the other one? 
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Charlie Aitken: 

Apple and Netflix. 

Paul Rickard: 

Apple you're out of? 

Charlie Aitken: 

Yeah. 

Paul Rickard: 

Tell me why you're out of Apple? 

Charlie Aitken: 

Yeah, we sold. We just thought it got overvalued, quite frankly. 

Paul Rickard: 

Okay. 

Charlie Aitken: 

We also think that it doesn't have the same level of growth. And it's probably too dependent on selling 
devices. There's a lot of stories about, they're going to sell more services. They are, but they're still 61% 
of their revenue comes from selling the iPhone, just as an individual thing. So, I think it's time to be 
selective there. 

Charlie Aitken: 

But the one thing you don't need to worry about in big tech ... We also own Microsoft, which is not in 
that list. You don't have to worry about rising inflation, rising interest rates in terms of balance sheet for 
these companies. They've all got 50 billion, 100 billion of cash on their balance sheet. No debt. So, I think 
the other thing to hedge your bets, if you are a little bit worried about inflation, maybe interest rates 
could rise, buy very cashed up, low geared companies, because they won't have to pay any more on 
their debt. 

Paul Rickard: 

I mean, yeah, the other thing is- 

Charlie Aitken: 

They've got nice internal hedging. 

Paul Rickard: 

... The big tech, with the exception of Tesla, are not trading on crazy multiples. 

Charlie Aitken: 

No, they're not. 
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Paul Rickard: 

They're expensive. 

Peter Switzer: 

Yeah. 

Charlie Aitken: 

No. 

Paul Rickard: 

So, interest rates going up, the whole argument with interest rates, change the discount rate means its 
worth less, it's not really. It cuts it with a company trading on 10 times of multiple sales. It has almost no 
impact on something like Microsoft, right? 

Charlie Aitken: 

Absolutely. If you've trading on price to sales of 15 or something, you've got a problem in a rising 
interest rate environment. There's no doubt for your valuation. But things like Amazon have traded 
sideways for the best part of 12 months now, really. They've really just gone like that. So, I think it's time 
to be a bit selective there. I don't think you need to own all the FAANG stocks, I think you can just pick 
your way through it. I think Netflix to me is one that's seeing a lot more competition come in. I'd be a bit 
cautious on that one. 

Peter Switzer: 

Yep. 

Charlie Aitken: 

A lot of competition coming in, and the cost of content. Like, you've got to pay these actors. 

Paul Rickard: 

Yeah, that's right. They're expensive. 

Charlie Aitken: 

Really expensive. You want to be Chris Hemsworth, not Netflix. 

Paul Rickard: 

Yep. All right, I think we've- 

Peter Switzer: 

I think a lot of people would like to be Chris Hemsworth, Charlie. 

Paul Rickard: 

Okay. I think I've done your question there, David, as well on FAANG. 

Charlie Aitken: 
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Just be selective, I think. 

Paul Rickard: 

Be selective. Okay. Anything else you want to say? Any other US stocks, just while we're on this? 

Charlie Aitken: 

The only thing I will say, and it's relevant to Australia because we've seen a bit of it here, there is a lot of 
profit taking and rotation around for profitless tech, things that have been bid up dramatically, like 
electronic vehicles, like Tesla, buy now pay later, streaming, green energy, all these things, buyer tech. 
Most of these things make no money. They're good stories, great narratives, and they traded on wild 
multiples up to a peak in February. So, the real action in America is a lot of that's been the de-rating of 
those things, you know? And none of them, quite frankly, look cheap. So, it's been a bit of a sorting out 
while big tech has gone sideways this year, broadly. Look at Tesla last night, dropped a cool 5%. It was 
900 in February. It's 570, you know? So, there's been a big correction in this profitless tech. And be very 
clear, Tesla is profitless, you know? It doesn't make a profit. 

Peter Switzer: 

I think, Charlie, if someone said to you, it's a hard question, but someone has to ask it, where is Tesla in 
the buy zone? 

Charlie Aitken: 

It's not for me. 

Peter Switzer: 

Is it 300? Is it 300? 

Charlie Aitken: 

No, I just think there's too much ... I believe in the capital cycle, Pete. And the competition is coming in 
electric vehicles. It's coming from everywhere. Every incumbent traditional car maker is now producing 
electric vehicle and producing them cheaply. And look, Tesla's not for me. I think it's one that could de-
rate quite dramatically, actually. So, I'm not interested in that one yet. 

Paul Rickard: 

Okay. All right, let's move onto some other questions. So, let's go back to the ... Let's come a bit local 
here. Christopher says, "Do you think ANZ and Wespac have much further to move up?" Pete? 

Peter Switzer: 

I think a little bit, but not a real lot. CommBank of course are going to find it harder because it's really- 

Paul Rickard: 

Now yielding under 4%, yielding three point something, you know? 

Peter Switzer: 
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I think it would need substantial changes in economic growth. I just can't see big rises for them now. 
They've had a massive rise. 

Paul Rickard: 

I mean, it's just momentum, right? This is classic momentum, you know? Everyone now loves the banks, 
and hated them not so long ago. I mean, they can go higher, but you know, it's- 

Peter Switzer: 

Four or five percent. 

Paul Rickard: 

And I guess they probably have to, to take the market a lot higher. But at the moment, the momentum's 
there. So, are you a seller at these levels? 

Peter Switzer: 

No, I want my dividend, you know? I like the ... And I bought, as you know, I bought at much lower 
levels. So, these are stocks I hold for a long time because my effective yield is probably close to 10% with 
these now. So, I'm stuck with the banks. 

Paul Rickard: 

Any comments on that, Charlie? 

Charlie Aitken: 

Look, I just ... I think there's money basically moving into the asset class. They're a big part of the 
Australian asset class. And they're going to get a marginal dollar as it goes along. And look, if you sell a 
bank, what are you going to do with it? 

Paul Rickard: 

That's the problem, isn't it? 

Charlie Aitken: 

Put it in the bank and get nothing? 

Peter Switzer: 

Yeah. 

Paul Rickard: 

Yep. 

Charlie Aitken: 

I mean, I'd take my three and a half percent, fully franked, and be done with it, you know? Until there's 
some sort of alternative. So, look, the big move may have happened, but I wouldn't be selling them. 

Peter Switzer: 
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No. 

Paul Rickard: 

Okay, let's just stick with some big names first. We'll go back to the resources. So, iron ore, and BHP and 
Rio. This is a question from Sonia. Do you want to give us your two bob's worth on that? Or is this like 
toss a coin for these, for where iron ore's headed? 

Charlie Aitken: 

I just cannot believe where the price of iron ore is. It baffles me every day, Paul. I think people dig this 
stuff out of the ground for $14 and sell it for $210. So, I never dreamt you'd see that. But there it is. It is 
what it is. I don't really have a strong view, other than I just look at it each day and think, "Good on you, 
Australia." Like, make the most of it. 

Peter Switzer: 

Yeah. And Paul, let's face it, there is going to be a time when the prices will have a notable leg down. 
And that will be when Vale's back in the game again, and possibly the boom that's on now starts to just 
tail off a bit. You put those two together, we thought these stocks were worth $38. And what, where are 
we now? $48? What's the latest bid? $48. 

Charlie Aitken: 

I think my view would be, probably you could think about having less of the pure play iron ore 
companies at $210- 

Paul Rickard: 

And go a bit more diversified. 

Charlie Aitken: 

And go to BHP. 

Peter Switzer: 

Yeah. 

Charlie Aitken: 

Put your money- 

Paul Rickard: 

Out of Rio ... So, out of Fortescue, Rio into- 

Charlie Aitken: 

Into BHP. 

Peter Switzer: 

You're right. Yeah. 
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Charlie Aitken: 

And I reckon that's probably a safer play from here. 

Peter Switzer: 

Yeah. 

Paul Rickard: 

Okay, let's talk about ... Let's go to keep it on the metal side. Let's talk about lithium. So, Dale says, "Is 
there any short-term investment future in these areas? Or better to focus on the longterm?" He also 
puts uranium. I think most of the lithium stocks in Australia have almost sort of ... The best ones have 
actually gone. So, I don't know how the best way to play lithium these days in Australia is. 

Charlie Aitken: 

We used to have a thing called Kidman, but Wesfarmers bought it. 

Paul Rickard: 

Yeah, Wesfarmers bought Kidman. Galaxy is being merged. Just jump into Galaxy. What's happening 
there? Galaxy is going together with ... I forget who that's going with. So, I mean, is this ... The price of 
lithium is also, I think, has come down a bit recently, if I'm right. Galaxy's still going up, but I think that's 
almost at its takeover price. There's a merger going on, isn't there? Yep, I think that's right. So, any views 
on lithium stocks? 

Peter Switzer: 

Well, Galaxy 9% downside, and you know what? They've really been bidded up. The problem we've got 
for a lot of the people who are talking to us, asking question, the really good companies they want to 
own have gone for some really solid runs, you know? The banks, the miners. The interesting question is, 
is it going to move to a company like CSL that is actually quite a long way down off its high? And I think 
CSL will do well over the next year or two when America opens up and the plasma collections start 
again. 

Charlie Aitken: 

And you get the blood collection. 

Peter Switzer: 

So to me, it is a reopening stock. And it's a really good stock. What was its top price? Was it $330? 

Charlie Aitken: 

$300 and something, yeah. 

Paul Rickard: 

Yeah, let's have a look at Pilbara Minerals, John, because that's in the space as well, PLS. I'm just 
wondering what's going on with PLS in the last couple of weeks. Yeah, look, still looking good. 

Peter Switzer: 
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November of last year, look at the rise since then. 

Paul Rickard: 

Yep. So, I mean, you don't play in this area, right? 

Charlie Aitken: 

I don't have a strong view on this. Yeah, no, I think it's a very specific area. I think to really ... Yeah. 

Peter Switzer: 

But all this is a response to what you said earlier. A lot of this happened with GM said, "Hey, we're going 
to electric cars." 

Charlie Aitken: 

Ford, everyone. 

Peter Switzer: 

And then Ford, then Volkswagen. And like, okay, batteries are going to be big, so these guys are going to 
be great. But we all know it's been overbid at this point. 

Paul Rickard: 

Okay, let's turn to gold, Pete. We've never really been big gold bulls. But- 

Peter Switzer: 

No. 

Paul Rickard: 

What's your thoughts on gold shares? This is a question from Jeff, "Where do you see the gold price?" 
I'm starting to become a bit more receptive from gold's point of view. 

Peter Switzer: 

Yeah. I wouldn't ... If I was going to buy gold now, I'd probably buy Northern Star as a company. I used to 
have a bit. 

Paul Rickard: 

So, let's have a look at Northern Star. 

Peter Switzer: 

It's a very good company. 

Paul Rickard: 

It's come off a bit. 

Peter Switzer: 
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Yep, it's a very good company. I'm really impressed with the CEO. So, if gold's going to go up over the 
next three or four years. I mean, it'd be a three or four year play, this is the kind of company I want to be 
in. And why three or four years? If there's going to be inflation, it's going to be in three or four years' 
time. 

Charlie Aitken: 

Wondering if gold's become a bit irrelevant and people have just moved onto these cryptocurrencies or 
something. Not that I have. But you know what I mean? 

Peter Switzer: 

Yeah. 

Charlie Aitken: 

Like, have people moved on from gold? I just don't know. You know? 

Paul Rickard: 

I don't think internationally they have. I think some of the punters have. Let's have a look at Newcrest, 
which is- 

Peter Switzer: 

Gold bugs love gold forever, Charlie. 

Charlie Aitken: 

No, no, I'm just throwing it out there. 

Peter Switzer: 

Gold bugs never give up on gold. 

Paul Rickard: 

Gold bugs don't give up on gold. I mean, Northern Star, I don't mind Northern Star. 

Peter Switzer: 

Analysts think 13.9% upside. 

Paul Rickard: 

I'm starting to think that gold looks like it's got a pretty good base somewhere around about that area, 
US$800 mark. 

Charlie Aitken: 

Yeah, look, it just really comes down to your view on the denominator, you know? The US dollar. Like, 
it's chicken and egg a little bit, this stuff, you know? But look, I mean, you want to own the lowest cost 
producer, basically, if you want to play gold, don't you? 

Paul Rickard: 
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I think so. 

Peter Switzer: 

Yeah. 

Charlie Aitken: 

I'm just not sure. I mean, gold's been, in inverted commas, inflationary world, it's been a bit dead in the 
water. 

Peter Switzer: 

Well, you know why I don't invest in gold goes back to the old Buffett saying, if you don't understand it, 
don't invest in it. And I don't understand gold. I can pick up the momentum that comes off a really low 
base. That still can take a long time to really materialise. 

Paul Rickard: 

Okay. Let's go to some other questions. There's a question here from Jeff, he's looking at Atlas Arteria, 
which is ALX, which used to be the company that Macquarie spun out, I think, isn't it? 

Charlie Aitken: 

European toll roads. 

Paul Rickard: 

I really don't know what's going on there. I mean, I haven't looked at it for a while. Do you have a ... Is it 
a company that comes across your radar? 

Charlie Aitken: 

Yeah, it obviously got absolutely belted in the European lockdown. I mean, no one was driving 
anywhere, and it had a big debt load, and I think it had to refinance that. But look, in a strange way, it's a 
bit of a reopening trade. I mean, not often you'd say a toll road is a reopening trade. But I remember, 
Transurban got belted too and then recovered as well. So, look, I actually think that one's quite 
interesting, you know? 

Peter Switzer: 

Can we have the five year, Jon on Atlas? 

Charlie Aitken: 

Yeah, see? There's ... Look at the big drop, that's the shutdown. 

Peter Switzer: 

When they're driving, its share price is high. 

Charlie Aitken: 

Yeah, look, I think that one's quite interesting, actually as a European recovery plan. 
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Paul Rickard: 

Just compare that to Transurban, TCL. 

Charlie Aitken: 

So, TCL's back at its highs, isn't it? 

Paul Rickard: 

It's almost back to its highs. 

Charlie Aitken: 

No, not quite. 

Paul Rickard: 

It did get in that- 

Peter Switzer: 

Looks very similar, doesn't it, really? 

Charlie Aitken: 

That's not the same proportionate drop. 

Peter Switzer: 

No, probably the same shape. 

Paul Rickard: 

Yeah, okay. 

Charlie Aitken: 

Anyway, look, I think that one's actually reasonably interesting. 

Peter Switzer: 

That big V-shaped recovery reflects the fact that we did so well in terms of beating the coronavirus. So, 
we got back on the road a lot faster than the Europeans, especially the Italians. 

Paul Rickard: 

Okay, question from Michael, "Do you like Macquarie?" Well, I think I like Macquarie. "But if so, what is 
a good pick price of entry point?" It's just a fraction off its high. 

Peter Switzer: 

It'll go higher, but I don't think- 

Paul Rickard: 

Are you a buyer of Macquarie here at the moment, Charlie? 
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Charlie Aitken: 

Yeah, I think Macquarie's a world-leading Australian company, you know? I think it's an asset manager, 
rather than an investment bank. There's a bit of sour sentiment around at the moment just because of 
this Nuix float and how that all looks, so that might be actually giving you a chance in Macquarie, you 
know what I mean? 

Peter Switzer: 

Analysts think 5.7% upside. 

Charlie Aitken: 

I think, look, it gives you a bit of yield. It's a great business. If the Aussie dollar comes down, it'll benefit, 
you know? Like, it's ... Look, I think they're very smart people. And I think that you don't get many 
chances to buy Macquarie. So, look, I think the sentiment's just a little bit edgy at the moment because 
of this Nuix thing. And the other one they floated the other day didn't go too well either. But you know, 
they've had issues like that before so, look, I like Macquarie. I think it's- 

Peter Switzer: 

Yeah. And they earn a lot of money in the US now. And as you pointed out, the US is heading to a really 
strong reopening. 

Charlie Aitken: 

Yeah. Hang on, there's Nuix, that's an absolute debacle, but we'll leave that one. 

Paul Rickard: 

We'll come back to Nuix. Okay, Bob says, "I bought Afterpay two years ago on your recommendation." I 
don't think we've ever ... I'm surprised about that one. "I have sold a good proportion." 

Peter Switzer: 

You or me? 

Paul Rickard: 

I don't know, it doesn't say. But, "I have sold- 

Charlie Aitken: 

It wasn't me. 

Paul Rickard: 

I don't think it was me, because I've been wrong on Afterpay. 

Peter Switzer: 

Yeah, it may well have been Tony Featherstone. 

Paul Rickard: 

Yeah. "I've sold off a good proportion, but still retained a good parcel. Do I still hold?" 
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Peter Switzer: 

Isn't it great that our subscribers... 

Paul Rickard: 

And Max sort of asks the same sort of question about Afterpay. So, what do you think, Charlie? Because 
I hope ... We haven't had the chance to ask you about the buy now, pay later for a long time. 

Charlie Aitken: 

I'm very, very cautious on this sector globally and locally. I think competition is coming. I think there are 
very low barriers to entry. I think some of the world's major players, like PayPal have just entered the 
space. I mean, PayPal's got 332 million customers, you know? And they've offered a thing called Pay In 
Full, which just is the same terms, and you pay it in full. The merchant only gets charged 2% while PayPal 
charges it. Well, the Afterpays of the world charge 3%, 4% to the retailer. So, their margins are going to 
have to come down, they're going to have to find a hell of a lot more customers. 

Charlie Aitken: 

And the thing I don't like about this sector is they need constantly more capital to grow. Every time they 
grow, they need more capital because they pay the merchant first and then get the money back, so the 
cashflow, negative, and they need working capital, basically. I think it's a sector to be very selective in. 
There will be some winners in this thing, but you're not going to have 15 winners in the sector. It's not 
going to work like that. And so, I think it's a time just to be a bit on the sidelines of this stuff and just see 
how it pans out, because the banks are coming for it, PayPal's coming for it, even Facebook and people 
can get involved in this. I would say there's very little barrier to entry, albeit, Afterpay's done a great job 
as the first mover. 

Peter Switzer: 

Yeah. The story this week about Klarna, did you pick that, Paul? Because you're a bit of a Klarna watcher, 
being an ex-CBA man. Apparently it's not doing as well as they would have thought. 

Paul Rickard: 

No, I mean, look, I think it is harder than it looks to get merchants. I've learnt that the hard way, it's 
harder than it looks. So, that gives Afterpay a huge advantage. I've always said the risk on this stuff was 
not the worry about regulations. The risk was always for contraction of margin because you're right, 
Afterpay is about a 4% to 5% margin. And what competition, other people that come in, what do they 
do? They offer a lower price, so that eventually pushes the margin down. 

Peter Switzer: 

Yeah. 

Paul Rickard: 

That's what PayPal is doing effectively, right? 

Charlie Aitken: 

Yeah, effectively, yeah. 
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Paul Rickard: 

Yep. 

Charlie Aitken: 

Just using their own balance sheet. 

Paul Rickard: 

But there are barriers. I thought it might have bounced a bit more strongly, just because there are a lot 
of fans in this, you know? 

Peter Switzer: 

And they do have a stronger share of the market, which means that they actually have a stronger 
marketing story. If I'm a merchant and someone comes along with Humm, I say, what's Humm? I know 
Afterpay and I know Zip, you know? Kyrgios is pumping Zip. I think that gives them an advantage. 

Charlie Aitken: 

Is that a good thing? 

Peter Switzer: 

Yeah. Well, we need to go to Zip. 

Paul Rickard: 

Let's have a look at Zip. Let's have a look at Zip. Yep. 

Charlie Aitken: 

Zip's been dead in the water. They put out an announcement a day, it doesn't do anything, does it? 
There it is, dead in the water. 

Peter Switzer: 

Gosh, it is. It's kind of like Afterpay, when you think about it. Same sort of peak, gone down. 

Paul Rickard: 

It has a ... Look, I think Afterpay's clearly the number one, and that's showing more like a number two 
category. 

Peter Switzer: 

Yeah, it's definitely a number two. 

Paul Rickard: 

Zip potentially I think has got some better business in the US. 

Charlie Aitken: 

But I still like the very basic payment systems. I still like Visa and Mastercard. 
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Peter Switzer: 

You're getting old, Charlie. You're getting old before our very eyes. 

Charlie Aitken: 

Every time you get a coffee, you're not doing an Afterpay contract to get a coffee. You're doing tap and 
go, right? 

Paul Rickard: 

Okay. All right, we're going to move on. Okay, a question here from Jacob, "Where do you see AGL in 
two years' time?" AGL, they actually had a little bounce yesterday, I think. Not sure why it bounced. It's 
up to $8.70. So, it's bounced off $8. Someone's just got excited to gobble some up. 

Peter Switzer: 

Jon, put down AGL, and we'll get- 

Charlie Aitken: 

ECG of a dead person, isn't it? 

Peter Switzer: 

We'll get Mike Gable... 

Paul Rickard: 

Energy prices can't go to zero. Well, they can, I guess. The oil did. 

Peter Switzer: 

Well, it's building a base there. But gee, how high can it go? There's too many headwinds for energy 
players with government, energy, and greenies. It's just a tough game. 

Paul Rickard: 

Okay. I think ... I mean, AGL is one of those stocks, 30th of June, people are going to look at it and say, 
"Do I want it?" I mean, I don't think there's any ... The headwinds still for energy companies. And this is 
partly AGL's fault. I keep maintaining that this is partly AGL's problem with Liddell and the way the board 
handled this. This is the government's payback, you know? Doing everything they can to drive the price 
down, which is good for the consumer, I guess. But the other thing you'll hear, of course, is the more 
that renewables come in. I mean, more renewables flood the market at peak times. 

Peter Switzer: 

Yeah, sure. 

Paul Rickard: 

The less the traditional power players like AGL can get out with their- 

Charlie Aitken: 

It is funny, all this chat about renewables, but the thermal coal price has just gone ballistic. Like, ballistic. 
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Peter Switzer: 

Yeah. 

Charlie Aitken: 

It's quite amazing. 

Peter Switzer: 

We're told that China and India are coming onboard with environmental changes, we've heard enough. 

Paul Rickard: 

Well, let's stick with that theme because someone ... Let's look at Aurizon, which is a transporter. It's 
going to be a bit tough. Fantastic dividend. I like Aurizon, but it's really not doing much. It's sort of been 
three ... It's probably a few cents down from where I liked it. 

Peter Switzer: 

Well, ESG fund managers are not going to buy it. 

Charlie Aitken: 

That's one of the big problems in the world. 

Paul Rickard: 

One of the big problems. 

Charlie Aitken: 

It is. 

Paul Rickard: 

But it's not ... You've got to have transport. It's not that dirty. 

Peter Switzer: 

But they won't buy it. It's a valid business, but, as you've been pointing out yourself, you've covered in 
your own stories, the fund managers out there are becoming very ESG conscious. 

Charlie Aitken: 

No, there's PE being allocated in the market away from ... It's happening in front of your eyes, you 
know? It's a big influence. That's why I- 

Peter Switzer: 

That's why Woolworths is dumping Dan Murphy's and the poker machines. 

Charlie Aitken: 

That's why Horizon is $3.68. It's the lack of the ESG bid. There's just no buyer. 
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Paul Rickard: 

Yeah, so it's something to bear in mind if you're buying any of the coal companies or the ESG- 

Charlie Aitken: 

Don't get me wrong, I think it's a good business. But I'm not scared of buying it, you know? 

Paul Rickard: 

Okay. So, let's go to an ESG unfriendly company. And that's the spinoff from Woolworths of Endeavour 
Drinks. Got a couple of questions about Endeavour Drinks. Now, I'm surprised at these questions 
because I thought I wrote a brilliant article on Monday on Woolworths. 

Peter Switzer: 

You did, Paul. No, you did. 

Paul Rickard: 

That's told people- 

Peter Switzer: 

No, he often says that it's not brilliant, it's just boring and informative. But that was a brilliant one. 

Paul Rickard: 

So, Ken, you asked me, "Where will the Endeavour share price be on demerge?" I thought I covered that 
on Monday, but I will answer it again, because I think it's going to be around about $10. But you could 
take a ... Put a plus or minus a dollar on that probably when it comes. I'm not the analysts. And the 
analysts will come out and do all the discounted cashflow. Does Endeavour, for you, do anything? A 
drinks business, it's a hotels business, it makes most of its money out of hotels. A lot of the ESG funds 
aren't going to touch it because it's- 

Charlie Aitken: 

Yeah, I won't touch it because of the poker machine thing. 

Paul Rickard: 

It's the biggest poker machine provider in Australia. 

Charlie Aitken: 

Yeah, I'm just- 

Peter Switzer: 

365 hotels, Paul. 

Charlie Aitken: 

The poker machine thing just doesn't sit well with me. 

Paul Rickard: 
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12,400 poker machines. 

Charlie Aitken: 

I mean, I'd actually be more interested in buying Woolies when it goes ex- 

Peter Switzer: 

Yeah, because the ESG guys can buy it. 

Charlie Aitken: 

I think Woolies, without this actually- 

Paul Rickard: 

I think Woolies might get a bit of a spike up. 

Charlie Aitken: 

Yeah. When it gets ex this thing. Yeah. 

Peter Switzer: 

And by the way, they're going into a buy now, pay later thing called Wpay. 

Paul Rickard: 

I don't know if it's buy now, pay later, Peter. That's their traditional merchant acquiring business being 
spun out. 

Peter Switzer: 

But aren't they also going to be like Shopify provider and a marketplace for smaller businesses? 

Paul Rickard: 

I think they've got ideas of that, but it's Woolworths. And I don't think too many small businesses want 
anything to do with Woolworths, but we'll see how that happens. 

Peter Switzer: 

And Shopify's a good business. 

Charlie Aitken: 

It's been unbelievable. 

Paul Rickard: 

It's not a Shopify business, it's a merchant payment business. 

Peter Switzer: 

Okay. 
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Paul Rickard: 

Okay. Let's stick with another one here. I've done Woolworths. There's a couple of other questions that 
have come in there. There is a question on Wpay from Mark. And his question is, "Will it affect the Tyro 
share price to a large extent?" I'm not going to answer that, Mark. But- 

Peter Switzer: 

You're not allowed to. 

Paul Rickard: 

You can have a go at answering that one, Peter, if you want? 

Peter Switzer: 

Well, I don't think we know enough about it, quite frankly. 

Charlie Aitken: 

Why would it affect Tyro? Sorry, we probably shouldn't, because you sit on the board. We probably 
should leave this alone, don't you reckon? It's just- 

Peter Switzer: 

Well- 

Charlie Aitken: 

I don't know. 

Paul Rickard: 

Yep, sorry about that. We'll leave that question. 

Peter Switzer: 

Yeah, well put it this way, I will tackle it on Monday's TV show, all right? And then, Paul can pummel me 
if I make a mistake. 

Paul Rickard: 

Okay. Have a heap of questions in there using ... People want to come through directly. So, I'll keep 
going here. Okay, A2 Milk, question from Dimithu. She says, or he says, sorry, my apologies, "Another 
downgrade for A2 Milk in July." We seem to be finding a little bit of a bottom with A2 Milk would be my 
take. Charlie, you ... I really like the company. It's disappointing, it had four downgrades. We can all 
explain why in parts. 

Peter Switzer: 

I'm going to give a Charlie Aitken reason to buy it. 

Charlie Aitken: 

Yeah, I reckon it'll be taken over, there you go. 
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Paul Rickard: 

That's what I think. 

Charlie Aitken: 

I think someone will take it out. 

Peter Switzer: 

We were saying that. 

Charlie Aitken: 

Nestle or Danone or something. 

Paul Rickard: 

But that doesn't mean it can't fall off the- 

Charlie Aitken: 

No, it can keep falling. If it keeps having earnings downgrades. But that last downgrade did look like to 
me, a bit of a clearing of the decks, you know? 

Paul Rickard: 

Yeah. 

Charlie Aitken: 

A bit of it, you know? 

Paul Rickard: 

A bit of a clearing. 

Charlie Aitken: 

This thing was $20, it's now $5. Look, I don't know, it wouldn't surprise me if some ... Not that I have any 
idea, but some global major food player came and had a crack at this. 

Paul Rickard: 

Yeah. 

Charlie Aitken: 

It's a good brand, you know? 

Peter Switzer: 

Well, put it this way, Charlie, you once said to me that you took your daughter to Bondi Junction and you 
asked her what companies did she like? And you said, "Buy the companies that people use." And when I 
go into a shop now, because the hype around A2 Milk being better for you than the other milk- 
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Charlie Aitken: 

Which is utterly unproven. 

Peter Switzer: 

Whether it's not even true, even if it's not true, a lot of us out there believe it. I buy it. So, I go a choice 
between Farmer's Gold. I go A2. 

Charlie Aitken: 

But remember they made their name milk, right? This whole thing's been a baby milk powder game, 
right? It's not us buying milk at Woolies that's A2, that's not making them much. But look, they have 
been hit also by the lack of international travel. 

Peter Switzer: 

Correct. That's when it bounces. 

Charlie Aitken: 

No Chinese tourists taking this stuff back. I mean, look, it's probably a candidate. Look, these are the sort 
of stocks that do get taken over. They look low value. 

Paul Rickard: 

Number one brand. 

Peter Switzer: 

Great brand. Cheap as chips. 

Paul Rickard: 

I thought the Chinese announcement that potentially going from one to three, which we know will take 
decades and probably won't work, because they don't really have children. 

Peter Switzer: 

The Chinese will be right on the job, day and night. 

Paul Rickard: 

That's actually a positive. I saw Bubs got a bounce, but A2 didn't get a bounce on that, because a couple 
of brokers have been worried about the long, saying that the ... One of the brokers has been saying that 
the demographics are working against A2 Milk. But that should be a positive. 

Peter Switzer: 

Definite positive. 

Paul Rickard: 

Okay, let's go onto a question about ... This one is for you, Charlie. I know Charlie did mention Magellan 
are the top of the show. Just wondering if it's an accumulate at this levels? Can you just explain on 
Magellan, Charlie? 
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Charlie Aitken: 

I just think it's an excellent business. I think they've diversified well. They're not just a one trick pony. 
They've got a few different things going on now. Look, I think it's- 

Peter Switzer: 

Looks like a buy in share price, doesn't it? 

Charlie Aitken: 

I mean, look at this. I mean, it just makes you almost cry to look at the AMP share price versus this, you 
know? When I first started in broking, AMP was the biggest fund manager and now it's a dollar or 
something, you know? But I think Magellan's just a good, compounding business that has very high 
margins and will spit out decent dividends. And his performance is down a bit at the moment. It's 
probably a chance to buy the shares because people focus on Hamish's performance, which quite 
frankly hasn't been great in the last year. But his track record- 

Peter Switzer: 

The fund managers can go through that sort of- 

Charlie Aitken: 

I know. The track record over 10 years is very good. And he's got $110 billion under management. Look, 
I just think ... I don't really have a price you'd buy. But I think it's a good business. And if the market ever 
corrects, well they're the sort of businesses you buy. 

Paul Rickard: 

Okay. All right, I agree. A question here from Tim, "What are your thoughts on Ramsay Healthcare? Is 
there any upside from here? The stock just appears to be stuck," which it has sort of been going 
sideways and down. 

Peter Switzer: 

It often gets stuck. 

Paul Rickard: 

This follows another acquisition in the UK, which I must admit, I wasn't too positive about, given the 
UK's health center. What do you think about Ramsay? You were once quite- 

Charlie Aitken: 

I'm bearish. 

Paul Rickard: 

You loved the stock, then you went very bearish on it. And you were right about being bearish on it 
when you were. 

Charlie Aitken: 
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Yeah, I just ... It doesn't do much for me, this one. I think there's so many other opportunities in 
healthcare. Do you need to own the hospital? I don't know. I just ... I don't know. And bowling out 
another 1.8 billion pounds in the UK, I was like ... I don't know. I'm a bit lukewarm on this one. 

Paul Rickard: 

I'd rather they be looking more at some of the Asian markets, but it's a different marketplace. But the 
UK worries me a little bit because their existing UK acquisitions haven't worked very well. But they're 
still very COVID impacted, because of every time COVID has been a reduction in elective surgery. 

Peter Switzer: 

And its peak has been about what? 

Paul Rickard: 

About $84, I think. I mean- 

Peter Switzer: 

Go back as well. It's been pretty ... Around $80 something. 

Paul Rickard: 

I mean, it is a well run company, right? 

Charlie Aitken: 

Yeah, it's not a bad business. But like I think there's choice in healthcare. There's other things that I think 
are just more interesting. 

Paul Rickard: 

Okay. 

Peter Switzer: 

The analysts have a 10% upside. I think there's better businesses- 

Paul Rickard: 

Okay. Let's go to another company you mentioned, this is one from Jeff, "Please comment on why ASX 
Limited has languished? And do you think the recent recovery will be sustained?" So, I thought ASX was 
fantastically over-expensive when it was in the $80s, but I spoke too early. It's now come back to ... 
What? $70, it's come back a little bit. Just take it over three years. I think you'll find ASX is still quite a 
long way from its high. Yeah. 

Charlie Aitken: 

Yeah. 

Paul Rickard: 

You mentioned the ASX. 
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Charlie Aitken: 

I quite like it. Yeah, look the monopoly, still market's at all time highs last time I looked. It's a market 
derivative. I mean, volumes are picking up, M&A's picking up, IPOs are picking up. Placements are 
picking up. I just think it's ... I don't know why it's lagging the market itself. That's quite unusual for that 
to- 

Peter Switzer: 

What was the dividend like, Paul, on that? 

Charlie Aitken: 

It's four and a bit, isn't it? Four. 

Paul Rickard: 

No, it's less than that. It's less than that. I mean- 

Charlie Aitken: 

I think it's okay. 

Paul Rickard: 

I think ASX is partly struggling because of some of its projects. Typical ASX off the ball, so its CHESS 
replacement project's not going very well. I think if you're listing a couple of those new listings, people 
have gone to Chi-X, Magellan went to Chi-X. So, ASX has got a little more competition coming. Despite 
what they say, they do manage to mess up a lot of stuff. But anyhow. We'll see. 

Charlie Aitken: 

Look, over the long term, exchanges globally have been wonderful investments, just wonderful 
monopoly investments that grow multiple of GDP generally. Look, I think that one's okay. I think at this 
price, if you actually put that chart up, and the ASX 200 above it, it's lagged the actual market itself quite 
a bit, which is unusual in a bull market for equities, for the exchange to underperform. That would just 
be my opinion. 

Peter Switzer: 

Yeah, that's true. 

Paul Rickard: 

Okay, this one for you, Pete. Are you still bullish on Elmo Software for the medium term? That question 
from Richard. And also got another one here from ... I think also from Chris. 

Peter Switzer: 

Yeah. I actually interviewed Michael Wayne from Medallion Financial on last night's TV show. So, have a 
look at that on the YouTube channel, Switzer Investing. He was the first person to introduce me to Elmo. 
Look, I think it's a company that's always going to do better when business gets back to normal. And 
business is not back to normal. We've got a lockdown in bloody Melbourne at the moment. 
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Charlie Aitken: 

Bloody Melbourne. 

Peter Switzer: 

Yeah. So, definitely I think it's a medium term play. It's in the right space. It's had two acquisitions which 
are still pretty new. And they haven't really marketed those acquisitions. This is a company that is a HR 
business for medium sized businesses. And they've bought two small businesses to sell their other 
services to as well. I just think, yeah, you can see the market loved it for a while. And then went off the 
ball recently. And Paul, it wasn't a bad report, was it? That report? 

Paul Rickard: 

No, it reported okay, but the market said that wasn't good enough. 

Peter Switzer: 

I think it's a buying opportunity. But as I say, I've always said this is something I thought would do well 
medium-term. And I'm still sitting. 

Charlie Aitken: 

Just remember year to date, on the first slide we put up, I think it was IT down 12%, the sector. 

Peter Switzer: 

Yeah. 

Charlie Aitken: 

So, everything's been caught up in this. So, there will be opportunity at a stock specific level somewhere 
in the IT sector, right? It may well be this thing. I don't know. 

Peter Switzer: 

I interviewed the CEO, Charlie. And the media all thought this is a tech stock that benefited from people 
working from home. And the CEO said, "No, it doesn't. I need CFOs back in the office looking at their 
business and actually adding on..." 

Charlie Aitken: 

Right, yeah. 

Paul Rickard: 

Okay. Chris also asked that question. And Chris, I own Elmo at slightly higher levels, about $5.20. I'm not 
panicking. Did a little bit of ... Cut a few losses before the end of the year. But Elmo's not ... ELO's not 
one of the ones that's in consideration. Okay, another one that's in the tech list is EML, Peter. This from 
Mark, is a holder of EML shares. With EML still under the Irish issue, should we be holding on? Now, I 
don't think there's been any news because this Irish thing's going to go on for a while. 

Peter Switzer: 
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I can tell you one thing, I instantly put in for an interview with a CEO, Tom Cregan. And he came back 
and said, "As soon as they've dealt with the submissions of the Irish Bank," he said, "I will talk to you." 
But you know, we're gambling. We just don't know what the situation is. I haven't got a big exposure to 
EML. But I'm going to hold on, on the basis that if this is excessive exaggeration, there'll be a bounce 
back, just like it was with Tyro when it sold off on that hedge fund report. So, I'm sticking with it. But it's 
a big drop. 

Paul Rickard: 

Okay, Shernavaz, and I've got a couple of other questions, have asked questions about the ANZ hybrid, 
which is paying ... Which will come out at 3%. Alex, "Is the ANZ capital notes a good investment?" Well, 
it is if you understand hybrids, so that's the first thing, Alex. Don't invest in things you don't understand. 
3%'s the market. Look, again, if you just look at the hybrid history, it got down to about 2.75. That was 
the same level, and we've bounced off that mark. The rates have come back a bit. So, look, I'm going to 
invest in it. But that's because I like a portfolio of these things. The banks have never had better capital 
basis. So, I understand them. I don't think they're going to go up that much higher in yield. So, I'd give 
that one a tick. 

Paul Rickard: 

Okay, a question here from Leonard Daly, "Disappointed that Pepper Money didn't jump by issue price, 
given strong interest and cut backs on bids. Any comments on future direction?" What I will say is, 
there's almost zero interest in these sort of quasi lenders when they hit the market. The market's gone 
really cold on fintechs. And fintech's in ... I would describe in the ropier end of the market. 

Peter Switzer: 

But Pepper Money's more than fin tech, Paul, isn't it? It's also- 

Paul Rickard: 

No, but it's- 

Peter Switzer: 

It lends to mortgage broker or works with mortgage brokers as well. 

Paul Rickard: 

Yeah, I don't know where the IPO was. I haven't seen that. Have we got what the IPO price was? But just 
... It's just they're going a lot cheaper than they were six months ago. 

Charlie Aitken: 

I mean, one thing ... I was a broker for a long time. I wouldn't fall for scale backs as a view of anything. 
Nuix was one of the most scaled back deals in history. It's just lost 80% of its value. So, don't look at that 
as a barometer of anything, would be my view. But look, I don't know enough about Pepper Money. But 
the key point is globally, all these type of stocks are just a bit, I suppose in the sin bin at the moment, 
you know? Just on the sidelines. And look, they may come again, but everything just takes time. 

Peter Switzer: 
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But the big lenders out there, like Yellow Brick Road struggled for a long time. And Mark's got one of the 
biggest books in the country and he still can't get his share price to go up. 

Paul Rickard: 

Yeah, I think $2.89 was the IPO price, I'm told. And it's now trading at $2.65 roughly, is that right? But 
there is ... I can just tell you, there is the pricing of all these sort of third tier lenders, this is what this 
company is, has been smashed. And so, I'm not surprised that the IPO hasn't gone quite what it looks 
like after the market. 

Paul Rickard: 

Okay, a company that's done it really tough recently is TPG, mainly because Charlie Teo left, packed up 
stumps. So, Charlie, I've been a fan of TPG. But this is a question from Ang. So, $5.15 it is. The market 
loved it at $7, can't give it away at $5.15. That really accounts for why the price since April has really 
come off a couple of dollars. 

Charlie Aitken: 

It has been the David Teoh show though, hasn't it? 

Paul Rickard: 

Yep. 

Charlie Aitken: 

For the best part of- 

Paul Rickard: 

Sorry, David Teoh, sorry. Yeah. 

Charlie Aitken: 

Charlie Teo's the surgeon. 

Peter Switzer: 

Charlie's the surgeon. 

Paul Rickard: 

Yeah, sorry. My apologies, I misplaced Charlie and David. 

Peter Switzer: 

This guy was a medical whiz, he drove the health of his organisation. 

Charlie Aitken: 

I don't know. I haven't got a strong view on this one, Paul. I just don't know. Like, I mean, you really 
were backing the man there a fair bit, you know? 

Paul Rickard: 
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Yeah, I mean this is the merge, TPG with Telecom, it's number three in the market. It's got a pretty big 
business. He was driving it, he left. I think there's value here because I think the sell-off on the back of 
his departure is more than was warranted. But at the moment, it's a bit friendless in the market, so- 

Peter Switzer: 

The analysts think 49% upside. So, there are a few people out there that like it. 

Paul Rickard: 

Yeah, okay. All right. Let's have a look at one other company in the market, Tabcorp and BetMakers. This 
was a pretty bold takeover or purchase. Could you give an opinion on the current BetMakers Technology 
Group, that's BET. Let's have a look at the BET share price, I suspect it's come down a bit. Boom. I think it 
bid ... It was going to pay, was it four billion dollars for Tabcorp's wagering business? 

Peter Switzer: 

Yeah. 

Paul Rickard: 

All cash. No, sorry, cash... 

Peter Switzer: 

No, the other guys were- 

Paul Rickard: 

75% cash, 25% scrip, I think it was from memory. Maybe it was the other way around. 

Peter Switzer: 

Yeah, there's a lot of scrip because its rivals were saying, "We're paying cash." 

Paul Rickard: 

Yeah, sorry, it was a billion dollars in cash and three billion dollars in scrip, I think it was from memory. 
Sorry. What do you think on ... That's a question from Hugh. Have you got any thoughts on that? 

Charlie Aitken: 

I don't. I'm actually not on top of that one. 

Paul Rickard: 

No, okay. 

Peter Switzer: 

Did I get it right, Paul, that if FOX Bet happens, they will do it with BetMakers? Is that your reading? 

Paul Rickard: 

Something like that. I mean, I don't think this is ... I think the play on Tabcorp's wagering business hasn't 
finished yet. 
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Peter Switzer: 

It seems to me, the only way BetMakers could really challenge the leviathan rivals in the market would 
be if they had enormous media support from News Corporation and Foxtel. And this is going to be a 
really tricky thing to play out. 

Paul Rickard: 

I mean, a pretty gutsy move by BetMakers to look at a company two or three times its size. 

Peter Switzer: 

Well, that Matt Trip has always been a courageous guy. 

Paul Rickard: 

So, if you want to ... You know, for having been really hard on Tabcorp's shares and been a long suffering 
shareholder of Tabcorp to see how badly managed the business- 

Peter Switzer: 

Yeah, you were a big critic, Paul. 

Paul Rickard: 

... Has been, right? 

Peter Switzer: 

You drove the share price down, single handedly. 

Paul Rickard: 

You know, maybe this is the chance to get out of some Tabcorp, right? Because- 

Peter Switzer: 

True. 

Paul Rickard: 

That's why the price is at $5.15 or something. The game's probably not over on this stock. But that 
activity, move higher in price has all happened since the waging business sort of came on the market. 
So, this might be a stock to look to take profits on, I suspect. 

Paul Rickard: 

Okay, I've got a question here from ... Talking about healthcare, from Peter, Fisher and Paykel, not a 
company I really have a great, really close to. But, "Fisher and Paykel reported well, but took a bit of a 
back step. Are they in buy territory?" They've come off a bit too. 

Charlie Aitken: 

Potentially yes in the answer there. The market was quite harsh in its reaction to that result, which was, 
as he said, was a good result. You know, obviously analysts potentially wanted a little bit more or they 
were hoping for an upgrade or something. But that is a high quality business, there's no doubt about 
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that. And I think if you look at the chart there, it's sort of the bottom of the trading range. I think that is 
potentially interesting, you know? 

Peter Switzer: 

I tend to agree. All the reports I read on Fisher and Paykel are always positive. Analysts say 10% upside. 
But Charlie, I've never been able to work out how a refrigerator company became a healthcare... What 
happened, Paul? 

Paul Rickard: 

I don't know. It is from New Zealand, right? 

Peter Switzer: 

It's always something bad, Paul... 

Charlie Aitken: 

All things in New Zealand have spinoff after spinoff. 

Paul Rickard: 

Okay. 

Charlie Aitken: 

Remember, Fletchers had about 14 different things as well. 

Paul Rickard: 

Okay, question from John about IAG, "How do you see the share price and medium outlook for IAG?" 
Look, there are two things going on with IAG. Well, one things that's a negative. And that's the question 
mark around the cover for the- 

Peter Switzer: 

The coronavirus. 

Paul Rickard: 

No, no, no. 

Charlie Aitken: 

No, no. 

Paul Rickard: 

There's two things. The- 

Charlie Aitken: 

Gupta. 

Paul Rickard: 
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Gupta. And- 

Peter Switzer: 

Oh, yes, yes. 

Paul Rickard: 

And whether they've actually got rid of all their risk or not, or whether they might have to ... The risk 
might come back for them. And they might have to claim it back off somebody else. And then also, the 
other things, there's a question around the coronavirus, the pandemic insurance. 

Peter Switzer: 

The interruption insurance. 

Paul Rickard: 

They're the two negatives. The positives are premiums are going up, right? And it's quite a well-run 
business. So, I actually think IAG looks good. But I don't think until we're going to get ... I didn't realise it 
had actually gone back over $5 so quickly. 

Charlie Aitken: 

Snuck up. 

Paul Rickard: 

And I take my ... One of the reasons I like IAG is because Buffett owns 30 or 40% of it. 

Peter Switzer: 

He has a little bit of insurance, doesn't he? 

Paul Rickard: 

And he owns at a lot higher price. And you know? So- 

Charlie Aitken: 

Well, we own Berkshire, and we look at, obviously Geico inside that, which is the insurance. That is one 
of the world's best business. And no one runs an insurance business better than Buffett. 

Paul Rickard: 

Yeah. So, I think IAG looks all right. But there are two negatives and if one of those negatives was to 
become material, then the share price would take a dive. So, that's my view. You agree with that? 

Charlie Aitken: 

Yep. I think, look, if you're looking for an inflation hedge, insurance companies are not a bad idea. They 
will raise their premiums above inflation. Plus, their float, where they reinvest in equities or whatever, 
generally does a bit better. So, they're quite, not a bad idea in a rising inflation environment. 

Paul Rickard: 
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Okay. Well, that leads onto the question from John, "Could Charlie please nominate his 10 best ASX 200 
stocks in the face of increasing inflation?" 

Peter Switzer: 

Only 10. 

Paul Rickard: 

Only 10, maybe 10's a bit too much, John. 

Charlie Aitken: 

Two or three. 

Paul Rickard: 

We've got room for a couple. So, a company like ... I suppose you've got to look at inflation and to 
separate inflation from interest rates, because if inflation rises quickly and interest rates go up, that kills 
a company potentially like Transurban in the market's eyes. 

Charlie Aitken: 

Well, yeah. 

Paul Rickard: 

Their tolls rise. 

Charlie Aitken: 

That's more than inflation. 

Paul Rickard: 

Yep, that's right. 

Peter Switzer: 

Interest rates won't rise fast enough. 

Paul Rickard: 

So, insurance companies are good. 

Charlie Aitken: 

I think they're okay, yeah. 

Paul Rickard: 

They can turnover from high interest rates and also from premiums. 

Charlie Aitken: 

Yeah, float from premiums. 
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Peter Switzer: 

Banks will do well with rising interest rates. 

Charlie Aitken: 

Banks will probably do okay. Yeah, in terms of yield curves steepening, things like that. Look, it depends 
what ... As we said before, is it moderate inflation? High inflation? They're totally different things. High 
and persistent wage price inflations are not perfect, you know? So, you couldn't nominate too many 
companies that would benefit from that. But look, broadly, the world tends to think that commodities 
are a hedge against inflation. So, probably your number one inflation hedge is BHP when you think 
about it. I don't need to name 10- 

Paul Rickard: 

What about South32? 

Charlie Aitken: 

I don't know enough about that. But look, I think I never go too far past BHP because it gives me a little 
bit of everything, right? And at the bottom of the cost curve and the highest dividend. Look, I think 
they're off a little bit today, big deal. But I just think the big commodity stocks are probably okay in that 
environment. 

Paul Rickard: 

Okay. A couple of quick questions for you, Charlie. Charlie, have you changed your risk assessment of 
the conflict between Taiwan and China in the next decade? And has this affected your investment 
criteria anyway? 

Charlie Aitken: 

That's an interesting question. The only stock we own in Hong Kong is Tencent. We're very cautious on 
Alibaba. We're very cautious about what's been going on there. We think that they're pretty much 
almost run by the state now, so I'd be very careful on that side. 

Peter Switzer: 

Jack's been- 

Charlie Aitken: 

Where is Jack, mate? You know? 

Peter Switzer: 

... Shown the door. 

Charlie Aitken: 

Taiwan will ... If you're prepared to take the risk, I do think there is a risk of a conflict. It's not no risk. But 
there's some great companies there, like Taiwan Semiconductor. The world can't operate without 
Taiwan Semiconductor, you know? You can't even build a vehicle. You can't ... Anything. So, it's bit of a 
shortage- 
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Peter Switzer: 

Are they fixing up their capacity problems? 

Charlie Aitken: 

They're trying to, yeah. But there's been a lack of ... One of the reasons there's been inflation in the 
world is because even used car sales prices are going up because there's not enough new cars because 
there's not enough semiconductors, you know? Things like this. So, look, I'm generally cautious on 
pretty much all things China and investing at the moment, with notable exception of Tencent. I just think 
you don't need to take the risk. I think Taiwan, you know? There is a chance of military escalation there. 
So, you couldn't put it as a zero. 

Paul Rickard: 

Okay, so Peter asks, "What were Charlie's Aussie stock picks?" So, they were CSL, Woolworths- 

Charlie Aitken: 

Wesfarmers. 

Paul Rickard: 

Wesfarmers, Brambles, ASX, Sonic Healthcare, Cochlear, and Computershare. 

Charlie Aitken: 

Computershare. 

Peter Switzer: 

And they can replay this as well, can't they? 

Paul Rickard: 

They can, indeed. All right, Peter, for you, I like this longterm questions. What is your favorite 10 year 
hold stock? 

Peter Switzer: 

Xero. 

Paul Rickard: 

Xero? Okay. 

Peter Switzer: 

For 10 years. For 10 years, yeah. 

Paul Rickard: 

Okay, Charlie? 

Charlie Aitken: 
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That's an interesting one. 

Paul Rickard: 

Aussie I want here. 

Charlie Aitken: 

Yeah. 

Paul Rickard: 

I'll come back to you. 

Charlie Aitken: 

No, no, no. I'm going to bore everyone senseless and say CSL again. 

Paul Rickard: 

CSL, I was going to probably say- 

Charlie Aitken: 

They'll be around in 10 years' time. 

Paul Rickard: 

Okay. Question here from Julia, "Where do you see Reece Plumbing going?" They've had a really good 
run. 

Charlie Aitken: 

They've had a good run. 

Paul Rickard: 

Probably, I really like Reliance. But Reece has done even better. 

Charlie Aitken: 

It made that big US acquisition too, which was pretty well timed. But I mean, obviously RWC is pretty 
much all US. I don't mind them both. I think the US housing construction cycle is just motoring along, 
you know? 

Paul Rickard: 

Okay, so you're positive on both those stocks? 

Charlie Aitken: 

Yeah. Well, I mean, albeit, Reece has had a very good run. But they're good businesses. 

Paul Rickard: 
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Okay. All right, so there's a couple of questions here from ... I'll just probably deal with these. Karen, 
"What's the difference between WCM Global Growth, WQG, and WCM Quality Global Growth, WCMQ?" 
Well, Karen, one is a listed investment company, that's WQG. And one is an exchange traded managed 
fund, that's WCMQ. All right? 

Peter Switzer: 

Yep. 

Paul Rickard: 

WQG, which is a listed investment company, still a little bit of a discount. Probably the one I would 
suggest you look at. But both they have exactly the same underlying investment portfolio, just different 
in terms of initial entity. 

Peter Switzer: 

Usually the discount will close. 

Paul Rickard: 

I think the discount should close back again. All right, a question here from, which I'll also do, from 
David, "What are your thoughts on the upcoming float of the WAM Strategic Value Fund?" I've 
answered this a couple of times. If anyone wants to go and look at LIC discounts and arbitrage, it's Geoff 
Wilson, so that's a positive. My only question on this one is, these things take time. So, if you're looking 
for an immediate return on this stock, I think you might have to be very patient, right? 

Charlie Aitken: 

I'm cynical on this one. Like, don't call me a ... Call me a fund manager, but a fund manager listing a fund 
to buy other fund managers. I mean, really? I'm not interested in that. No offense, Jeff. He's got better 
products. 

Paul Rickard: 

Okay. All right, so glad we got that in, Charlie. 

Charlie Aitken: 

Sorry, Geoff. 

Paul Rickard: 

Okay. All right, no. Okay. 

Peter Switzer: 

Well, he would tell it. He's objective. He's not going to muck around. He doesn't pull punches. If he 
doesn't like something, he'll tell you. So, quite entitled to do it. 

Paul Rickard: 

And then, the last one I'll ask, do you rate, from Chris, Charter Hall, CLW a buy at current levels? Do you 
have any worry for the work from home trend? Well, I guess they do. They've raised a lot of funds to buy 
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a lot of properties. They're trading now around about NTA. I'd just be ... I like Charter Hall, but I think 
maybe ... I think upside is limited on Charter Hall Long WALE REIT. That's just my guess. But downside is 
also restricted. What do you think, Charlie? 

Charlie Aitken: 

I just don't know where this whole work from home thing is going to settle, you know? Maybe people 
will do one day a week at home or something. 

Peter Switzer: 

There'll be a lot of that sort of... 

Charlie Aitken: 

But that doesn't mean you give up your lease in a building, you know? I'm just not sure where this all 
settles, because we're a bit confused at the moment because of Melbourne. And you know, a few false 
starts here in Australia. 

Peter Switzer: 

And also, Charlie, the point was made by a few real estate people I know is that, where you might have 
worked on the space that would suit 50 people, because of social distancing and all that sort of stuff, the 
space per people, and like the hot desking idea and all that sort of stuff, they might go, and people 
might get a desk back. Therefore, you need more space to give everyone a space. Hot desking is not 
going to be popular in this new- 

Charlie Aitken: 

Well, I walk around, we're doing this from Sydney today. I mean, you walk around the city, it looks like it 
was a year and a half ago. People everywhere. 

Paul Rickard: 

Okay. All right gents, we're coming out of time now tonight, Peter. Thank you, Charlie, been fantastic 
insights. 

Peter Switzer: 

It's great seeing you again, Charlie. 

Charlie Aitken: 

It's nice to chat. 

Paul Rickard: 

Sorry we couldn't get to all your questions. But before we ... We will try to pick some of these up during 
the week. Pete, tonight US employment, there seems to be a lot built into tonight's number, in terms of 
a lot of talk about how important it is. What do you sense we might be waking up to on Saturday 
morning when you get up to write about the market tomorrow? 

Peter Switzer: 
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Yeah, well 650,000 is their guess. And that's all it is really, you know? The economists have not got their 
numbers right on these before. 

Charlie Aitken: 

Missed by a million last month, didn't they? 

Peter Switzer: 

Yeah, that's right. That's right. I think what we'd like to see is that that number was a rogue number, and 
that there's a trend there of rising employment. And I think that's going to be the case. I actually have 
noticed there's been a few less than impressive numbers. You know how I actually look at all the 
ridiculous statistics on Saturday, you know? And there were a few I didn't like last Saturday. But they 
weren't what you might call killer-diller numbers. They were just durable- 

Charlie Aitken: 

You know what I focus on, Pete? 

Peter Switzer: 

Yeah. 

Charlie Aitken: 

The vaccination rate. 

Peter Switzer: 

Yeah. 

Charlie Aitken: 

That's all that matters, okay? America is leading the world. They've got 54% of the population double 
vaccinated. 

Peter Switzer: 

So, it should show up in the market. 

Charlie Aitken: 

The rest of it follows. All the data follows. 

Peter Switzer: 

Going point. 

Paul Rickard: 

Okay, all right. Well- 

Peter Switzer: 

That's why we like him. 
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Paul Rickard: 

That's why we like him. He puts us ... I won't say he puts us in our place. 

Charlie Aitken: 

No, no, I just- 

Paul Rickard: 

But he gives- 

Peter Switzer: 

Yeah. 

Charlie Aitken: 

I just think that's the most important thing. 

Peter Switzer: 

Alternative. Yeah. 

Paul Rickard: 

Okay, so Pete, you'll be up at- 

Peter Switzer: 

4:30. 

Paul Rickard: 

... 4:30 tomorrow morning to write about the US market. You can get that in your Switzer Report 
Saturday Edition, only our subscribers get that, Pete's insight for the week. We'll be back again next 
Thursday with our Boom, Doom, and Zoom Show. That's every Thursday at 12:00. But until, have a great 
afternoon, enjoy your weekend. And that's everyone from the Switzer team in Sydney. Have a great 
time. 

Peter Switzer: 

Thank you. 

Charlie Aitken: 

Thank you. 

 


