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It seems the market has a short memory. Only a 
matter of months ago, the market was pricing in the 
chance of interest rate rises in Australia. However the 
Reserve Bank has flexed its muscle in the midst of a 
run of poor economic data.

It is little surprise that the Australian economy is facing 
major challenges, with low commodity prices causing 
havoc on the mining sector and corporate profitability 
in general. The cut in the benchmark interest rate to 
2.25% has edged the Australian Dollar lower, and 
while the benefits are yet to be seen, this is a very 
positive outcome for the share-market index and more 
specifically for our exporters. 

Yield Generation

The lower interest rate isn’t supported by everyone 
though. Retirees that once enjoyed term deposits in 
excess of 7% are now battling to lock in at 3%, with 
the added complexity of rule changes when breaking 
term deposits. 

This poses an interesting challenge for yield 
generation and many lessons can be taken from 
our international counterparts. One clear message 
is that the “hunt for yield” excels as an investment 
theme in this environment and looks set to continue 
for the foreseeable future. Defensive assets may 
remain a frustrating asset choice for many investors, 
with bond yields now at a record low of 2.64% (10-
year Government Bonds) and some defensive fund 
managers are reducing their target return in the face 
of falling yields. 

This yield frustration bodes well for growth assets, 
especially in Australia, and is likely to see them remain 
supported despite increasing concerns around the 
Australian economy. The Zone System shows that the 
Australian and Chinese share-markets are still fairly 
valued and have plenty of upside before they would 
appear expensive, which is in stark contrast to the US, 
Europe and Japan which all appear relatively expensive 
on the Zone System metric. 

the reportinG SeaSon iS here aGain

The reporting season for the first six months is in full 
swing, with results generally in line with expectations. 

As expected, revenue growth generally remains 
subdued for the most part and profit margins continue 
to be the major focus. It is little surprise that those 
companies who are delivering dividend growth 
are seeing the greatest gains, especially for those 
companies coupling growth with a strong free cash 
flow yield. However, these gems are few and far 
between. 

We have a number of major companies yet to report 
(reporting calendar on page 20), but the key message 
continues to be that of cost-cutting rather than 
revenue expansion.  

in thiS iSSue

For readers of this publication, we are proud to 
announce the expansion of our Zone System analysis 
going forward. In addition to our usual Australian 
analysis, we now research four of the major markets in 
the world to provide a well balanced view of share-
market affordability.

This edition otherwise focuses on some of the major 
themes playing out across our market, specifically 
surrounding dividend growth, the Australian Dollar, 
China and our banks. 

Our research reports analyse the reporting season 
from a historical perspective and find that February 
and August represent peculiar investment trends that 
investors should be aware of.

We also look comprehensively at currency as a 
key driver of the share-market, and find that a low 
Australian Dollar bodes well for future share-market 
gains. This article may renew your confidence in the 
Australian share-market from current levels.

China is an interesting investment case going forward 
despite a steadily declining growth rate (as well as 
the Chinese New Year set to temporarily decrease 
productivity), and there remains a lot to like so we 
outline a few forgotten facts about their economy.

There is plenty more inside and we hope you find the 
research insightful. 

As always, we wish you successful investing through 
hard work, deep analysis and broad perspective. 

Rates continue to fall

Scott Dixon, Editor of the Investing Times.
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auStralian equitieS

The Australian All Ordinaries share-market index has rallied from 5,150 points in October and again in 
December to reside at the current level of 5,831 at its most recent reading in February. This increase 
is significant over such a short period of time, and is mostly attributable to action by the Reserve Bank 
of Australia. In company specific terms, the outperformance was widespread, with a few stand-out 
performers within our core and tactical portfolios. The consensus view remains that Australian equities 
are fairly valued in absolute terms and undervalued relative to global peers.

Global equitieS

Unhedged international equities have excelled in the face of a falling Australian Dollar, increasing 
significantly since October 2014. Hedged international equities have also performed moderately well, 
with the US major indices (the S&P500 and the NASDAQ) increasing 4.4% and 5.4% respectively 
for the December quarter. Elsewhere, Japanese stocks were the standout over the December quarter 
increasing 7.9% whilst Europe demonstrates continued volatility with performance of -2.5%. The 
consensus view remains that international equities are generally overvalued; however with continued 
momentum, record low interest rates and a falling Australian Dollar it seems entirely possible that this 
asset class could continue its stellar run in the short term.

bondS

International unhedged bonds have been a stand-out performer for much of the same reasons as 
unhedged equities above. Australian bonds have outperformed in recent times on a currency adjusted 
basis (i.e. compared to hedged international bonds), with the bond yield compression continuing to 
deliver returns that exceed the majority of term deposits. The consensus view is that bonds will continue 
to deliver moderately positive returns, albeit lower than what has transpired in recent years and possibly 
lower than term deposits. The downside risk is increasing.

CurrenCieS

The Australian Dollar continues to weaken against the majority of other currencies, especially the US 
Dollar. This is much to the delight of the Reserve Bank of Australia, who views a low Australian Dollar as 
a key determinant to our economic revival. The most recent reading of 0.78c is a positive for our exports 
(negative for imports) and bodes well for equity returns. The consensus view is that the currency could 
weaken further in the short-term but will eventually find equilibrium above current levels, likely in the 
80c-90c range. 

CommoditieS

This space saw the biggest change over the quarter and arguably presents the biggest investment 
opportunities going forward. Oil was the standout mover, plummeting to under $40 a barrel following 
the November 28th OPEC meeting and a decision not to cut supply. Other hard commodities including 
iron ore and copper also fell significantly, putting pressure on high cost producers. Gold and silver on the 
other hand excelled, increasing by material amounts. The consensus view is that oil, iron ore and copper 
are undervalued by a considerable margin, although could be volatile in the short-term. Gold and silver 
are seen to be more difficult to assess but could present diversification benefits given global growth 
concerns. 

QuaRteRly Review – iMPoRtant tRends
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Disclaimer: This information is general in nature and does not consider your personal or financial situation.

evidence favouRs dividend GRowtH

One of the founding premises of share-market investing is to 
recognise the importance of dividend growth. It has long been 
understood that a growing dividend and earning base is the biggest 
advantage that shares have over cash and bonds. It allows the 
company to pay out higher amounts indefinitely whereas a cash 
account retains a stagnant earning base. For this reason, a stock like 
Commonwealth Bank has increased its earnings base by so much 
that the 2014 dividend exceeds the 1994 share-price (in other words, 
it pays itself off every single year for those who participated in the 
original float). 

For this reason dividend growth is rewarded handsomely; and a 
strong correlation exists between the dividend growth rate and the 
total level of stock performance. In fact, recent research was compiled 
by Capital Partners which explained that businesses that grow their 
dividend by at least 5% tend to outperform the market by a healthy 
2.3% per annum with 9.9% less risk. 

Conversely, a dividend cut places a company in a position where it 
lags the market. Dividend cutters are typically punished by institutional 
investors and the total average performance is a staggering 2.9%pa 
worse than the market average. It may not surprise you that these 
same dividend cutters are 11.7% more risky than the average too.

 

GrowerS almoSt double the CutterS

Across the 23 years of data and 1,500 stocks, dividend growers 
achieved 10.6%pa on average whilst the cutters only achieved 5.4%. 
Interestingly, the cutters still beat the non-dividend paying companies 
by 0.8%pa; which meant that non-dividend payers only grew at a sad 
rate of 4.6%. 

The key message is straight forward: dividend growers will beat 
dividend cutters and non-dividend companies convincingly - by an 
average of +5.2% per year.

whY do dividend GrowerS win?

The most compelling reason as to why dividend growers win is an 
effect called “double compounding”. 

“Compound interest is the eighth wonder of the world” claimed Albert 
Einstein. Yet double compounding eclipses the well-known effects 
of general compounding, by having an increasing income stream to 
re-invest.

An increasing dividend is also a sign that the management are batting 
for the share-holders. Management know that if the economic cycle 
turns and they need to become cutters, the share price will plummet. 
Therefore, it is in their best interest to play it conservatively unless 
they are highly confident that the growth is sustainable. In other 
words, they want to reward the shareholders.

Of course, management can only increase dividends if the underlying 
business is profitable and they have enough cash in the bank to 
payout. 

A smart way to assess this is by comparing the dividend-per-share to 
the earnings-per-share, with a view of identifying a ratio below 80%. 
In other words, a company that is only paying 80% of its profits as 
dividends is likely to be more sustainable.

This leads many investors into thinking they need to predict 
profitability if they have any chance of predicting dividends. This 
makes sense on face value, but we would suggest that dividend 
history is a more reliable precursor than profitability whilst recognising 
that they are both important.  

how to Spot a dividend Grower?

A dividend grower tends to exhibit a history of sustainable earnings 
growth combined with a management team that reward share-
holders with additional dividends. Therefore, one of the best ways to 
spot a dividend grower is to look across the past 5 years and chart 
the growth this way.

Just as importantly, the likely dividend cutters also need to be spotted 
in advance. A focus on the following 3 determinants will be an 
excellent warning sign:

1. A high payout ratio (dividends exceed profits). 

2. High debt levels or debt covenant warnings.

3. Profit warning announcements. 

You can do this via the financial statements, however a reliable 
shortcut is to visit the Financial Times website and search for your 
desired stock in the “markets” section and under the “financials” 
tab. What you will find is a series of bar charts that depict the past 
5 years of earnings growth, dividend growth, debt levels and other 
fundamental data.
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RePoRtinG season investMent stRateGies

The reporting season is said to represent the ultimate stock-picking opportunities. It is the time when the markets are at their most inefficient and 
equity analysts are chasing their tails. 

We tackle the broader opportunities – should you be a net buyer or a net seller? Is the market more risky or represent a period of low volatility? 
And which stock attributes tends to outperform the broader market? In doing so, we recognise the counter-intuitive nature of the reporting 
season, namely that high P/E stocks tend to outperform low P/E stocks when results are being announced.

 
the reportinG SeaSon net impaCt

More activity occurs during the February and August periods than any other time on the Australian share-market calendar. However, the net result 
of this activity is broadly non-apparent and insignificant. 
 

Some speculative investors use February and August as a time to get involved and attempt to make a quick profit. However, on the basis of overall 
returns, the reporting season fails to present a broad opportunity with the February period typically delivering -0.1% for the month. It also fails to 
reduce risk as judged by standard deviation.

 
opportunitieS under the hood?

Looking under the hood, there seems to be more value. After all, stock-picking is not about trending the overall market, but rather it is supposed 
to be about finding the winners and avoiding the losers. We generally analysed three broad themes across the reporting season:

1. High versus low P/E ratio companies

2. High versus low dividend paying companies

3. Popular versus unpopular companies (i.e momentum) 

aSSeSSinG the priCe to earninGS ratio

Using Australian data compiled by Kenneth French and Eugene Fama from 1975, we have a unique opportunity to assess the impact of the 
reporting season on certain types of stocks.

Arguably the most important of these is the Price to Earnings (P/E) ratio. Common-sense and an enormous body of evidence dictates that we 
should be buying low and selling high, which can often be interpreted as meaning that we should be buying companies for a small fraction of their 
profits (a low P/E ratio).

The test of time has substantiated this logic, with ‘cheap’ stocks (low P/E stocks) significantly outperforming ‘expensive’ stocks (high P/E stocks) 
over the long-term. 

However, when it comes to the reporting season only one thing seems to matter: earnings growth. Therefore, there is a tendency for investors 
to forget about their beloved ‘value’ philosophy by working out whether something is cheap or expensive and instead focus on their company’s 
growth prospects.

Expensive’ stocks (with a high P/E ratio) by their nature tend to trade at a premium for a reason, and it usually entails better growth prospects or 
greater safety than their cheaper counterparts. Therefore, it is reasonable to assume that expensive stocks will produce a strong announcement 
during the reporting season relative to their cheaper counterparts.  

continued on page 5
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RePoRtinG season investMent stRateGies

 
In complete contrast to the remainder of the calendar, 
this is exactly what happens. High P/E stocks 
outperform low P/E stocks in February and August 
by their biggest margin of the year. Said another way, 
growth trumps value when the focus is on earnings.

However, the outperformance is short-lived with the 
‘expensive’ stocks significantly underperforming the 
‘cheap’ stocks through the following two months – 
typically achieving a negative performance on average.

This poses an interesting challenge for tactical investors 
and opens an array of opportunities and dangers. For 
example, should an investor turnover a portfolio on a 
monthly basis, and if so, how?  

 
doeS the Same applY to dividendS

Similar to the P/E analysis above, there is a 
mounting body of evidence showing that a high 
dividend yield has a history of trumping low 
dividend companies over the long-term. 
 
Yet once again something odd happens during 
reporting season. During the month of February, 
low dividend stocks tend to have lacklustre 
performance delivering only earns 0.2% on 
average – again making the case that value 
metrics get thrown out the window during the 
reporting season.  

 
what about prior popularitY? 
 
The alternative view in the reporting season revolves around the strongest companies getting bid up in the period before they report results. 
This is a concept that technical traders have perfected over many years. The evidence is assessed by what we call ‘price popularity’ or 
‘momentum’, which requires an investor to investigate the price changes in January (the month before the reporting period) in comparison to 
February and March (the months during/after the announcement).

True to form, the market does seem to know best. The stocks that rise in January tend to continue rising in February and March on the back of 
the announcement, with further increases averaging 1.1% and 2.9% respectively. This is in comparison to stocks carrying negative momentum 
which results in -0.9% and 2.0% respectively.  

 
ConCluSion on how to plaY the reportinG SeaSon 
 
The numbers reveal peculiarities that are unique to the reporting season. The only rational reason is that the market focuses on the headline 
results throughout the reporting season and forgets about the other factors which determine the stock price.  
 
It is also worth noting that the performance differential outlined may seem immaterial to aggressive investors, however long-term investors can 
take the message that the majority of investors look at growth during the month of August and forget about value. This provides a small window 
of opportunity to find bargains, before the tide turns and investors re-consider value once again. The same cycle tends to repeat itself every six 
months.

Disclaimer: This information is general in nature and does not consider your personal or financial situation.

continued from page 4
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Global zone systeM analysis

Disclaimer: This information is general in nature and does not consider your personal or financial situation.

uSa - Zone 1 = overvalued           uK - Zone 2 = moderatelY overvalued

China/honG KonG - Zone 3 = fair value                     japan - Zone 1 = overvalued                 
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total market price earnings  
(pe) ratio

market average 
 div Yield

Current 09/02/15 16.86 4.35%

Comparison 09/02/14 14.85 4.51%

Current position - indices 09/02/15

australia

All Ordinaries   5,770.1 15.8% below November 2007 high of 6,853.6

50 Leaders   5,993.0   9.7% below November 2007 high of 6,636.5

united States
Dow Jones 17,729.2 1.8% below 26 December 2014 high of 18,053.7 

S & P   2,046.7 2.1% below 29 December 2014 high of  2,090.5

 defensive assets Growth assets

Zone 1 90% 10%

Zone 2 72% 28%

Zone 3 50% 50%

Zone 4 28% 72%

Zone 5 10% 90%

Current poSition and marKet mood
Since the last edition of the Investing Times, the Australian share-market has rallied strongly on the back of the Reserve Bank of Australia’s decision to 
cut rates by 25 basis points from 2.50% to 2.25%. This rally comes despite negative news on employment which spiked unexpectedly to 6.4% (now 
higher than in the United States) and continued negativity from a political stability viewpoint. This is evidence of the power of the Central Bank.

Applying a long time horizon, the Australian share-market looks to be fairly valued according to the Zone System, with the most recent index reading 
of 5,831 placing the Zone System into “Zone 2” but with positive momentum. On this basis, portfolios should retain a balanced growth/defensive 
profile at the current time.

Going forward, we turn our attention to the companies in the reporting season which delivered dividend growth and those that remain well positioned 
on valuation metrics. Of equal importance will be the March board meeting and any guidance on future rate cuts. March and April tend to produce 
relatively healthy returns so it will be telling if the recent momentum can be maintained. 

austRalian sHaRes – zone RanKinG extRact fRoM JanuaRy 1977 to date

9Issue 358 - 30th June 2013

The

Investing Times
The

Investing Times Sharemarket

Total Market
Price Earnings  

(PE) ratio
Market Average 

Div Yield

Current  24/6/13 14.58 4.70%

Comparison 24/6/12 12.49 5.07%

CURRENT POSITION - INDICES 24/6/2013

Australia

All Ords 4,654 32.1% below November 2007 high of 6,854
50 Leaders 4,817 27.4% below November 2007 high of 6,637
United States

Dow Jones 14,799 4.0%  below May 2013 high of 15,409
S & P 1,592 4.6% below May 2013 high of 1,669

 Defensive  
Assets 

Growth 
Assets

Zone 1 90% 10%

Zone 2 72% 28%

Zone 3 50% 50%

Zone 4 28% 72%

Zone 5 10% 90%

Global equity markets have been sold off heavily over the past few weeks, with all eyes on US Federal Reserve Chairman Ben 
Bernanke. 

Every word out of the Chairman’s mouth has been analysed, scrutinised and then reacted to by investors around the globe. 
Bernanke informed markets that the Fed will begin tapering its bond purchases toward the end of 2013 if economic conditions 
continue to improve, and the markets didn’t welcome the news too kindly.  

The Dow Jones sunk more than 550 points in the following two days, with the largest single day point fall occurring since 
November 2011. The VIX (volatility index) has spiked by more than 60% in the past 5 weeks, gold and gold stocks continue to be 
heavily punished and the AUD/USD finds itself at its lowest level since September 2010, providing some relief for exporters. 

Our market has been sold off, but it perhaps provides an attractive opportunity if you decide to take a long-term view.  

CURRENT POSITION AND MARKET MOOD

AUSTRALIAN SHARES – ZONE RANKING EXTRACT FOR PERIOD JANUARY 1977 TO DATE
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ASX  
Code

Name Sector
Current 
Price
($)

Movement 
(%) ̂

Dividend 
Yield
(%) ~

Franking
(%) ~

Grossed 
Yield 
(%) ~

P/E Ratio 
(x)  ~

Sector P/E 
(x) ~

EPS Growth (%) ~ Net Debt/ 
Net Debt 
+ Equity 
(%) ~

Interest 
Cover 
(x) ~

Dividend 
Cover 
(x) ~

Return 
on Equity 

(%) ~
Cyclical Y/N

Yr 1 Est Yr 2 Est

WES Wesfarmers Ltd Consumer Staples (Food & Staples Retailing) 44.45 5.98 5 100 7.2 20.2 17.8 9.2 11.7 14.1 3.2 0.98 9.9 N

WOW Woolworths Consumer Staples (Food & Staples Retailing) 32.33 5.58 4.5 100 6.4 15.7 17.8 3.8 4.8 24.8 2.62 1.42 24.1 N

CCL Coca-Cola Amatil Consumer Staples (Food Beverage & Tobacco) 9.96 7.79 4.4 100 6.3 19.6 17.8 -24.1 3.8 52.4 6.91 1.15 21.9 N

STO Santos Energy (Oil & Gas) 8.08 -4.94 4.8 100 6.9 13.9 22.1 3.3 -44.2 39.7 16.61 1.49 5.1 Y

WPL Woodside Petroleum Energy (Oil & Gas) 35.67 -7.83 9.5 100 13.6 8.5 22.1 38.1 -59.6 -0.7 -0.07 1.23 16.1 Y

EGP Echo Entertainment Group Consumer Discretionary (Casinos) 4.39 18.42 2.5 200 4.7 17.8 17.8 28.1 6.1 16.7 4.17 2.24 6.8 Y

AGK AGL Energy Utilities (Multi-Utilities) 14.51 7.80 4.3 100 6.1 16 21.2 -3 16.8 32.2 7.56 1.47 7.3 N

AST AusNet Services Utilities (Electric-Utilies) 1.43 6.32 5.7 33 6.5 17.7 21.2 -10 4.9 64.2 15.78 0.99 5.9 N

ANZ ANZ Ltd Financials (Banks) 34.98 9.01 5.3 100 7.5 13.2 14.9 2.3 4.7 1.44 15.1 Y

CBA Commonwealth Bank of Australia Financials (Banks) 92.93 8.88 4.7 100 6.7 16.3 14.9 4.1 3.2 1.32 18.5 Y

NAB National Australia Bank Financials (Banks) 37.20 12.08 5.6 100 7.9 13.5 14.9 18.9 4.3 1.33 14.4 Y

WBC Westpac Bank Financials (Banks) 37.05 12.27 5.2 100 7.4 14.6 14.9 2.3 3.4 1.32 15.9 Y

AMP AMP Ltd Financials (Insurance) 6.08 8.57 4.3 50 5.2 17.7 14.9 20.5 7.2 61.3 -55.38 1.32 12.2 Y

QBE QBE Insurance Financials (Insurance) 11.39 1.97 3.8 20 4.1 13.2 14.9 4.9 29.1 25.1 8.76 1.99 7.7 Y

COH Cochlear Healthcare (Health Care Equipment) 87.60 12.89 2.2 100 3.1 32.1 22.9 40.9 17.2 32.2 2.56 1.41 44.3 N

RHC Ramsay Health Care Healthcare (Health Care Services) 61.79 7.18 1.7 100 2.4 31.4 22.9 19.1 14.7 61.9 8.26 1.92 21.7 N

BXB Brambles Industrials (Commercial Services & Supplies) 10.46 -1.88 3.4 10 3.6 18.7 19.6 13.1 9.4 51.2 7.54 1.56 22.9 Y

ORI Orica Ltd Materials (Diversified Chemicals) 19.59 2.03 4.8 35 5.6 12.1 15.5 -6.9 6.5 28.4 5.26 1.7 13.1 Y

BHP BHP Billiton Materials (Diversified Mining) 31.23 4.66 5.3 100 7.6 15.1 15.5 -37.1 -5 24.2 3.85 1.25 10.3 Y

RIO Rio Tinto Materials (Diversified Mining) 60.31 4.47 4.5 100 6.5 9.7 15.5 -12.5 -22.1 23.5 3.57 2.28 17.7 Y

JBH JB Hi-Fi Consumer Discretionary (Computer & Electronics Retail) 17.40 14.59 5.1 100 7.2 13.1 17.8 1 5.1 22.3 1.33 1.5 41.3 Y

IVC Invocare Consumer Discretionary (Diversified Consumer Services) 12.82 9.95 2.8 100 4 30.1 17.8 -3.8 9.7 55.8 6.44 1.18 27.1 N

MTS Metcash Consumer Staples (Food & Staples Retailing) 1.53 -18.45 8.8 100 12.6 6.8 17.8 4.4 -2.8 34.6 6.6 1.66 11.8 N

WOR WorleyParsons Limited Energy (Energy Equipment & Services) 10.46 0 7.6 75 10 9.5 22.1 0.3 -6.7 16.2 2.44 1.38 11.9 Y

PTM Platinum Asset Management Financials (Asset Management) 8.73 19.43 3.8 100 5.4 25.8 14.9 6.4 14 1.02 53 Y

PDN Paladin Energy Energy (Coal & Consumable Fuels) 0.38 11.76 0 0 0 n/a 22.1 30.5 92.7 39.8 5.79 n/a -11.7 Y

NCM Newcrest Mining Materials (Gold) 13.88 25.72 0 30 0 24.9 15.5 -0.5 60.2 32 8.89 280.5 5.4 Y
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ASX  
Code

Name
Current 
Price 
($)

Movement 
(%) ̂  

Standard 
Yield (%) ~

Franking 
(%) ~

Gross Yield 
(%) ~

P/E Ratio 
(x) ~

Sector P/E (x) 

EPS Growth (%) ~ Net Debt/Net 
Debt + Equity 

(%) ~

Interest Cover 
(x) ~

Dividend 
Cover (x ) ~

Net Tangible 
Assets 
(NTA) ~

Return on 
Assets (%) ~

Return on 
Equity (%) ~

Yr 1 Est Yr 2 Est

SGP Stockland 4.55 10 0.8 0 0.8 18.3 14.9 7.9 7.7 26.6 52.9 1.08 4.3 7.2

WFD Westfield Group 9.69 7 0.7 0 0.7 20.9 14.9 -29.5 0.4 32.1 42.5 1.55 4.3 11.6

ASX  
Code 

Name
Current 
Price       
($)

Movement 
(%) ̂

Revenue 
Growth 
(%) ~

Stanrdard 
Yield (%)~

Franking 
(%) ~

Net Debt/
Net Debt + 
Equity (%)

Interest 
Cover (x) ~

Return on 
Assets (%) ~

Return on 
Equity (%) ~

Business Description (Major sector)

SYD Sydney Airport 5.13 7 1.1 4.6 0 76.9 13.1 4.0 10.6 Majority stake holder and operator of Sydney Airport

TCL Transurban 9.22 6 1.4 4.3 23 60.6 27.5 2.6 6.1 Toll roads throughout Australia and USIN
FR
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ASX  
Code

Name
Current 
Price
($)

Movement 
(%) ̂

Base Rate*
Margin 
(%) >

Bank Bill 
Swap Rate 

(%) **

Coupon Rate 
(%)

Grossed 
Up Yield to 

Maturity (%)

Grossed Up 
Running 
Yield (%)

Franking 
(%)

Years to 
Maturity

First Reset/ 
Maturity 

Date

Face  Value
 ($)

S & P 
Rating

Payment 
Frequency

PCAPA CBA Perls III 196.65 0.1 90 Day BBSW 1.05 2.36 2.39 4.94 3.47 100 1.2 6-Apr-16 $200.00 A+ Quarterly

IANG IAG Reset Exchange Securities 104.15 1.1 90 Day BBSW 4.00 2.36 4.45 5.27 6.11 100 4.9 16-Dec-19 $100.00 A- Quarterly

SVWPA Seven Group TELYS 4 84.45 -0.5 180 Day BBSW 4.75 2.42 5.02 N/A 8.48 100 N/A N/A $100.00 Not rated Half Yearly

WCTPA Westpac Trust Preferred Securities 98.50 1.3 90 Day BBSW 1.00 2.36 2.35 4.51 3.41 100 1.4 30-Jun-16 $100.00 A Quarterly

PR
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  S

EC
UR
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S

 
Notes 
 
*   Base Rate is rate that the hybrid issuer uses to set the market rate for the coupon payment (distribution). 
** Bank Bill Swap Rate (BBSW) is a major indicator that most hybrids use. 
~   Percentages are the forecast for the forthcoming year. 

^   Movement is change in price since last issue of Investing Times newsletter 

>   The margin is a rate above the BBSW. Please note: The data in the above tables is now provided by Bloomberg.  

The data is an average consensus of the leading brokers throughout Australia.
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Disclaimer: This information is general in nature and does not consider your personal or financial situation.

Rules of investMent success by siR JoHn teMPleton

Sir John Templeton is one of the most recognised investors of the past century. He directly influenced a generation of outstanding investors 
(including arguably the world’s best emerging market investor, Mark Mobius) and founded the enormously successful Templeton Group.

While he no longer directly influences markets as a portfolio manager, his lessons remain invaluable. Below we outline 15 of his  rules for 
investment success: 

1. outperforming the market is a difficult task. The challenge is not simply making better investment decisions than 
the average investor. The real challenge is making investment decisions that are better than those of the professionals who 
manage the big institutions.

2. invest - don’t trade or speculate. The stock market is not a casino, but if you move in and out of stocks every time 
they move a point or two, the market will be your casino. And you may lose eventually --or frequently.

3. buy value, not market trends or the economic outlook. Ultimately, it is the individual stocks that determine the 
market, not vice versa. Individual stocks can rise in a bear market and fall in a bull market. So buy individual stocks, not the 
market trend or the economic outlook.

4. when buying stocks, search for bargains among quality stocks. Determining quality in a stock is like reviewing a 
restaurant. You don’t expect it to be 100% perfect, but before it gets three or four stars you want it to be superior.

5. buy low. So simple in concept. So difficult in execution. When prices are high, a lot of investors are buying a lot of stocks. 
Prices are low when demand is low. Investors have pulled back, people are discouraged and pessimistic. But if you buy the 
same securities everyone else is buying, you’ll have the same results as everyone else. By definition you can’t outperform the 
market.

6. there’s no free lunch. Never invest on sentiment. Never invest solely in a tip. You would be surprised how many 
investors do exactly this. Unfortunately there is something compelling about a tip. Its very nature suggests inside information, 
a way to turn a fast profit.

7. do your homework, or hire wise experts to help you. People will tell you: investigate before you invest. Listen to 
them. Study companies to learn what makes them succesful.

8. diversify - by company, by industry. In stocks and bonds, there is safety in numbers. No matter how careful you are, 
you can neither predict nor control the future. So you must diversify.

9. invest for maximum total real return. This means the return after taxes and inflation. This is the only rational objective 
for most long-term investors.

10. learn from your mistakes. The only way to avoid mistakes is not to invest - which is the biggest mistake of all. So 
forgive yourself for errors and certainly don’t try to recoup losses by taking bigger risks. Instead, turn each mistake into a 
learning experience.

11. aggressively monitor your investments. Remember no investment is forever. Expect and react to change. And there 
are no stocks that you can buy and forget. Being relaxed doesn’t mean being complacent.

12. an investor who has all the answers doesn’t even understand the questions. A cocksure approach to investing 
will lead, probably sooner than later, to disappointment if not outright disaster. The wise investor recognises that success is a 
process of continually seeking answers to new questions.

13. remain flexible and open-minded about types of investment. There are times to buy blue-chip stocks, cyclical 
stocks, and convertible bonds, and there are times to sit on cash. The fact is there is no one kind of investment that is always 
best.

14. don’t panic. Sometimes you won’t have sold when everyone else is selling, and you will be caught in a market crash. 
Don’t rush to sell the next day. Instead, study your portfolio. If you can’t find more attractive stocks, hold on to what you have.

15. do not be fearful or negative too often. There will, of course, be corrections, perhaps even crashes. But over time 
our studies indicate, stocks do go up ….and up … and up. In this century or the next, it’s still “Buy low, sell high.”
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wHat dRives tHe banKs?

Australia’s big 4 banks - CBA, Westpac, ANZ and NAB – have far exceeded the overall market in recent years. To some people, this raises 
concerns about their future potential whilst others are comforted by their blue-chip status. 

We assess a few of the hard hitting facts about our banking sector and come to conclusions about the allure/risks of any investment in this sector.

Using the price data from 30 June 2001 to 30 June 2011, we established the correlations between the Banking Sector (the Financial GICS 
excluding Property) and a variety of economic variables. The results were very surprising, bearing in mind that a +0.3 correlation is a meaningful 

positive link and a -0.3 correlation or more means they are likely to move in opposite 
directions:

It turns out that the drivers of the banking stocks are very different to what we often 
read about. What caught our eye is interest rates, unemployment, economic growth 
and house prices; all which have very little to do with banking sectors share-price 
movements based on this analysis.

However, two clear drivers that are misunderstood by the market were:

-    The Yield Curve 
-    Motor Vehicle Sales

Yield curve changes

Yield curve data is freely available on the RBA website (www.rba.gov.au/statistics) and 
tells you a lot about banking shares. Realistically, the yield curve is just the rate that 
the Government pays to borrow money. In simpler terms, it can be seen as a snapshot 
of where the market believes interest rates are going over the course of 10 years. If 
the collective opinion between now and tomorrow is that rates will go up more than 
previously expected, then this shift tells us a lot about what banking stocks might do.

 
If we analyse the chart, it is difficult to see the resemblance between bank shares   
(which have a positive slope) and yields which have been trending sideways or down. 
However, upon closer inspection, the periods from 2005-2008, 2009-2010 and 
2012-13 all experienced increases at the same time as banking shares made their 
most impressive gains. 

There are reasons for this, especially because an expanding yield curve shows that 
people are more confident. Therefore, if the 5 and/or 10 year yields are increasing, 
then banking shares could be expected to increase; and vice versa.  

motor vehicle Sales

Another key measure is the data on motor vehicle sales. On face value it appears 
counter-intuitive that motor vehicle sales would have any great impact on the 
banking sector. In reality, the banks have nothing to do with cars apart from some 
minor lending through their asset finance arms. However, car sales are a sign of 
broader consumer confidence and have a great impact on whether people will begin 
spending. 

Disclaimer: This information is general in nature and does not consider your personal or financial situation.
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five Reasons to liKe cHina

The Chinese economy brings out the bulls and bears alike, as it has the capability to bring global prosperity as well as the threat of economic doom.

Recent data may appear troublesome for the world’s most populated country, but it is important to retain perspective and in this article we outline 
five reasons to have faith in China.. 

fact number 1: economic growth is still the fastest in the world for their size

China is still in the top 20 fastest growing countries in the world and the only countries ahead of are the ultra-small economies from the third world. 
Despite the media hype, they remain daylight ahead of their peers. 

fact number 2: they have $3 trillion in foreign reserves and low debt

Many people forget that China’s boom has resulted in a huge pot of savings – imagine a bank account with $3 followed by 12 zeros. $1 trillion 
of this has been lent to the US Government (in US Government Bonds earning a measly 1.8-2%) with the other $2 trillion diversified across other 
asset types and countries, especially in Europe. This has also meant they have very little headline debt compared to the rest of the world. 

There is good and bad to these reserves. The good news is that if China was ever in economic trouble, they definitely have ammunition to pull 
themselves out. The bad news is that the reserves add to systemic risk outside of China. I.e. what happens if China and USA relations go sour? 

fact number 3: over 600 million people have been pulled out of poverty

It was always clear that a cycle built on enormous infrastructure spending and cheap exports was unsustainable. But the good news is that it 
has allowed China to pull 600 million people out of poverty, leaving only 11.8% of Chinese citizens that live on less than $1.25 per day (about 
150 million people), down from as high as 84% in 1981. Further, recent statistics show that they are keeping up domestic consumption while 
gradually reducing their reliance on investment. Many analysts cite the dropping growth rate however it is positive in that it is a gradual shift towards 
sustainable growth.     

continued on page 13
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five Reasons to liKe cHina

fact number 4: high domestic savings rate

Chinese citizens have one of the highest savings rates in the world, with estimates suggesting it is as high as 28.8%. This is particularly unusual for 
an economy that is growing so quickly because a high savings is typically a drag on growth. 

To illustrate this, think of the economy as a sum of all goods and services provided in the entire country. If money sits in the bank, the economy 
doesn’t grow, whereas spending it does. There are structural reasons for this – including a lack of a safety net for retirees and the unemployed - 
but if the China consumer decides to spend even a small portion of these savings, this could create a tailwind for growth. 

fact number 5: inflation is under control 

A major concern for China during their boom period was the threat of an inflation outburst. Hyper-inflation can be dangerous and has destroyed 
many economies (think Zimbabwe and pre-war Germany), but China have done a great job keeping this figure in single-digits and under control.

 
 
 
a balanced view

China arguably has a greater ability to control its economic variables than any other country and there are lots to like about China. They can 
increase the money supply, access reserves and spend it at the same time. That is the beauty and danger of a communist economy.  

However, the above needs to be balanced with a number of factors to the downside. A cooling property market, rumours of shadow banking, 
reduced infrastructure spending and a rapidly aging population are all factors that need to be considered. 

Disclaimer: This information is general in nature and does not consider your personal or financial situation.

continued from page 12
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cuRRency and tHe sHaRe MaRKet

uSinG the aud to prediCt marKetS

The currency of Australia holds an abundance of information within it, yet it is awfully unpredictable in its own right. But what if someone was to 
tell you that the currency is a brilliant way to predict the share-market? Furthermore, what if it also helped investors identify impending booms and 
busts?

aud/uSd and the Share-marKet - looKinG a bit CloSer

Stated simply, the Australian Dollar against the US Dollar (AUD/USD) has a great history of predicting the direction of the share-market. The guide 
is as follows: the lower the AUD, the higher the expected return; and vice versa. See below: 

 
As can be seen, the greatest returns have occurred when the AUD 
is low and conversely the worst returns have occurred when the 
AUD is high. 

whY would thiS relationShip exiSt?

It leaves you to ponder whether this link is merely coincidence or 
causal in some way.

There are a number of reasons why a high currency impacts the 
underlying companies of our economy. Firstly, a high exchange 
rate hurts our exporters – this includes many of our mining 
companies and other powerhouses such as QBE, Resmed and 
CSL. But this is not the primary reason. 
 
Stated simply, the primary reason is that a low Australian Dollar 
is  a sign of a cyclical low for our economy. At these times, 
commodity prices are typically lower and our export volumes are 
down. This link is well known but poorly understood. Generally 
speaking, a cyclical low reduces the risk of a fall and thereby 
increases the chance of a turnaround – underlying the perfect 
circumstance for a strong investment case.

Before getting carried away, it is worthwhile emphasising that a 
high currency does not necessarily ensure an impending bust, 
however the recent history is littered with examples where a bust 
and a high currency coincide.

If we take the liberty to exclude the times when the AUD is under 
0.60 and over 1.00 as anomalies, then we see this predictability 
almost with precision.

Of course, it would only be right to exclude outliers for a rational 
reason. In this instance, the only reason it would be rational to 
exclude the times under 0.60 and over 1.00 is because they were 
due to extraordinary circumstances – primarily two rare incidents 
- and there has not been another occasion since 1991 where the 
AUD was outside these barometers. These two incidents were 
the 2000/2001 tech wreck which caused the AUD to plummet 
below $0.60 as investors sought safety in US dollars and the 
2012/2013 Euro crisis caused the AUD to rally above $1.00 
as investors sought offshore safety. Both of these events were 
determined by offshore crunches and were one-off in nature.

continued on page 15
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cuRRency and tHe sHaRe MaRKet

the aud prediCtinG boomS

For those who see the connection between the AUD and the share-market, it is worthwhile taking a closer look at the opportunity to spot a boom 
or a bust. 

Primarily, we have had 4 boom periods in the past 23 years where the average return exceeded 25% – 1992, 1996, 2004-06 and 2009. Across 
each of these periods, the average exchange rate was 0.71 (depicted in the blue above). The consistency of the AUD through these boom periods 
has also been remarkable, with the lowest exchange rate being $0.64 in 2009 and the maximum was $0.78 in 2005.

 
identifYinG an impendinG buSt

To the contrary, the currency can also be a useful measure to sense an impending bust. Since 1991 we have had our fair share of busts - 1991, 
1994, 2001-2002, 2007-2008 and 2012. In each of these cases, the market fell at least 15%. However, what was most remarkable was the high 
starting point of the AUD leading into the bust. 

 

 continued on page 16

continued from page 14
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cuRRency and tHe sHaRe MaRKet                                      

puttinG thiS into praCtiCe

Understanding the link between the AUD and the share-market is one thing, but adopting it into daily practice is another entirely. And this is where it 
comes down to personal judgement.

Generally speaking, the above analysis provides an opportunity for investors to understand the times when the share-market is a statistically high 
chance of rising. This primarily occurs when the exchange rate is in the 0.60-0.80 range and historical figures suggest that the average return is 
somewhere in the vicinity of 12.84% (excluding dividends). For those that prefer percentages, it has been an 87.95% chance of rising when in this 
range.

Investors can also use the exchange rate as a guide of when to be underweight, although we would caution on using this measure strictly. Primarily, 
the greatest risk of losses has occurred when the exchange rate was in the 0.80 to 1.00 range. 

While the information contained in this article is accurate and compelling, it does not work 100% of the time. It is merely another valuation 
technique designed to increase the odds of success – not a shortcut to fortunes. As a classic example, the “warning” of an exchange rate in the 
0.80 to 1.00 range would have proved unfulfilling in the recent years. Yet at the same time, unhedged shares have excelled.

Disclaimer: This information is general in nature and does not consider your personal or financial situation.

continued from page 15
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tHe Rule of 20 veRsus tHe Rule of 72                                      

Imagine a situation where you have $200,000 coming into your bank 
account every year via a passive income stream. Now imagine being 
able to double your money every 5 years.

Between the two of these, we have two rules of thumb to demonstrate 
in this article that can be an excellent guide of reality. The rule of 20 
helps us understand how much wealth we need to achieve a secure 
income and the rule of 72 helps us understand how quickly we can get 
there. 

what iS the rule of 20?

When we invest, too many people have an eye on the scoreboard and 
not enough time is spent understanding the reason why we invest.

Simply, the rule of 20 is the following formula:

desired income x 20 = required portfolio Size

This rule is most often used for retirement goals, but it can equally be 
substituted for the partner of a couple exiting the workforce or simply to 
supplement an annual holiday.

For example if you desire a $20,000 annual holiday and don’t want to 
save for it, the rule of 20 indicates that you need $400,000 invested to 
achieve this safely. Similarly, if you wish to retire with $75,000pa, the 
rule of 20 indicates that you require $1.5 million invested.

what iS the baSiS of thiS rule?

Basic mathematics would suggest that this implies a 5% return from 
your investment portfolio, which seems very achievable for people with 
decent skills at investing.

However, in a low interest rate world 5% is becoming increasingly 
harder. The rule of 20 has solid foundations that retain a confidence 
rate of approximately 95%. This research was originally completed by 
a research house in the USA, who found that a “safe withdrawal rate” 
is approximately 4.5% for balanced investors that have approximately 
60% of their investments in shares and 40% in bonds. The basis 
of this research was that even if you had the misfortune to be 60% 
invested in shares during the 1974, 1987, 1991 or any other stock-
market crash, you should still be able to obtain your objective of 4.5% 
withdrawals.

The above is based on a relatively undiversified portfolio that makes no 
allocation decisions or adjustments when certain investments become 
overvalued. It also assumes you require the income to rise by inflation 
each year, which from experience is rarely the case (most retirees 
find it easy to live on a nominal amount despite slowly rising prices). 
Therefore, the thorough nature of this research can be simplified and 
we can come to a general rule of thumb equal to approximately a 5% 
safe withdrawal rate.

the rule of 72

An alternative rule of thumb and a classic that is used to determine how 
many years it will take to double your money is the rule of 72.

As an example, if you desire to double your money every 5 years we 
can use the following formula to work out the required rate:

required return = 72 / number of Years to double your money  

Therefore, 72 / 5 = 14.4 or 14.4%. This reflects the ability to 
compound your returns every year and is surprisingly accurate for the 
majority of scenarios.

 
CritiCiSm of the rule of 72

One big problem that can be observed with the rule of 72 is that it is 
almost impossible to consistently achieve the same return (unless you 
have a term deposit locked for an extended period). More likely, you 
will have a varied result over time. Therefore, this leaves the rule of 72 
somewhat redundant as a useful metric except to set expectations on 
the average return required and hence the risk required.

For example, if we meet an ambitious investor who wants to turn 
$100,000 into $800,000 within 15 years, we can use the rule of 72 
to quickly work out the average required return. In this case above, 
they will need to double their money 3 times over (from $100k to 
$200k, $200k to $400k and $400k to $800k). Therefore, we would 
need to double their money every 5 years which requires a 14.4% per 
year average return. This isn’t impossible but would require a mix of 
good luck and the willingness of the investor to allocate a large portion 
towards growth assets with higher risk characteristics.

the $100,000pa example

Similarly, we can often combine these two rules to understand whether 
our goals are realistic or not. Let’s take an example of John and Karen, 
a 45 year old couple who want to retire at 60 with $100,000 per year 
income. 

We can immediately recognise that they will need approximately 
$2 million as an investment portfolio, which uses the Rule of 20 
($100k x 20 = $2mil). Assuming they currently have $500,000 in 
superannuation and outside investments, we can recognise that they 
need to double their money twice over from $500,000 to $1mil and 
$1mil to $2mil. Therefore, they have 7.5 years to double their money 
each time which would require a return of 9.6%pa using the Rule of 
72.

The beauty of these calculations is that a 5th grader can understand 
them. Therefore, the majority of investors will immediately grasp the 
numbers, which then allows us to set expectations around the likelihood 
of reaching this goal, whether additional sums need to be invested, how 
to choose the appropriate investments; and so on.

Disclaimer: This information is general in nature and does not consider your personal or financial situation.
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can Money buy HaPPiness?                                      

whY moneY buYS happineSS

Australians are said to be the lucky country, abound with a recession-
free economy, relaxed people and enough materials in our soil to 
ensure a prosperous future. We constantly rank highly in the “world’s 
most liveable cities” index which presumably justifies that we are a 
happy nation. 

Officially, Australia is recognised as the 6th happiest country in 
the world, with Australian women ranking slightly higher than men 
(Australian women are the third happiest in the world). This is all 
according to global research by the OECD, who collects data from 36 of 
the most prosperous nations across every continent except Africa. 

The 2013 results indicated that the top 5 countries for happiness all 
belong in Europe. Denmark is the stand-out, followed by Norway, 
Switzerland, Netherlands, and Austria. Other noteworthy inclusions 
were the USA ranked 12th and the bottom three being Hungary, 
Portugal and Russia. 

This research is fascinating on a number of levels, but one of the most 
insightful is the link between money and happiness. 

auStralia’S evidenCe

We decided to get our hands on the official data from the OECD and 
see what makes Australia so happy. The data is comprehensive; 
including splits between the top 20% of income earners versus the 
bottom 20%, males versus females and much more.

The first obvious point was that the bottom 20% of income earners 
in Australia remain relatively well off on a global scale, with overall 
happiness that would otherwise place them 16th in the world. This is 
ahead of the OECD average and countries including Japan, Germany, 
Italy and Brazil. 

A depiction of our wealth and happiness divide is illustrated below: 

 
what doeS Create happineSS?

Rather than making a few theoretical remarks, we outline below the 
areas that have the greatest impact on your happiness; statistically 
speaking at least. In doing this we have used similar principles that we 
use to evaluate investments – looking for strong correlations as leading 
indicators. 

As you read below, please recall that any correlation over 0.3 is 
important and it is very rare to see anything above 0.6 (a correlation of 
0 means nothing and 1 means they move perfectly together).

1. money – around the world there is a 0.59 correlation between 
income and happiness. There is also a 0.41 correlation between a 
person’s total wealth and their happiness. This link between income 
and happiness is the strongest of all; surpassing health, education and 
all other factors.

2. health – around the world there is a 0.57 correlation between a 
person’s self-reported health and their happiness. This is also very 
strong and only marginally behind a persons income. Interestingly, 
the “self-reported” health has a higher correlation to happiness than 
a person’s actual health or life expectancy (which also has a strong 
correlation of 0.56). We found it noteworthy that Australia’s self-
reported health is among the world’s highest at 85%, despite us having 
among the world’s highest obesity rates. 

3. trust – around the world there is a 0.50 correlation between the 
strength of a person’s social network and their happiness. Therefore, 
having a close network of family and friends is clearly important and 
Australian’s have the world’s 3rd highest rating at 97%.  

4. relaxation – around the world there is a 0.43 correlation between 
one’s time that is devoted to relaxation and their happiness. Therefore, 
fulfilling passions and relaxing with family/friends is clearly important. 
Australian’s spend an average of 14.41 hours per week devoted to 
leisure and personal care.

5. education – this surprised us but the link between education and 
happiness is not as strong as we initially assumed. Officially, there is 
a 0.22 correlation between education and happiness, which means it 
definitely matters, but not as much as the other factors noted above. 

 
what doeSn’t impaCt happineSS?

In providing a well-rounded piece, we also observed some factors 
which don’t seem to matter. Some of these are counter-intuitive and 
below we outline them according to the statistics:

- long working hours don’t impact happiness – there is a 
-0.09 correlation between the percentage of people working long hours 
and happiness. Therefore the work hard, play hard mentality remains 
an effective method if it increases a person’s overall income.

- job security doesn’t impact happiness – there is only a mild 
0.08 correlation between one’s job security and their happiness, 
meaning it is of little importance. Don’t mistake this for long-term 
unemployment though, which has a very high correlation at -0.58.

- the threat of crime doesn’t impact happiness – the assault 
rate only has a -0.02 correlation with happiness, signalling that this has 
little to no impact on our happiness.  

As with most of this information, it is best that you take it with a grain 
of salt. The results may be compelling, but they are based on global 
averages and do not reflect everybody’s circumstances.

Disclaimer: This information is general in nature and does not consider your personal or financial situation.
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diRect fixed inteRest Rates as at 9 febRuaRy 2015

interest Rates

amounts from $25,000 to $100,000+

Cash and Short term rates at call 1 mth 3 mths 6 mths 9 mths

AMP Bank Limited (min $25k) 3.20  3.15 3.30 3.30

ANZ Term Deposit 2.55 3.00 3.00 3.00

NAB Term Deposit (min $25k) 2.40 2.90 2.95 2.95

St George Bank (min $20K) 2.60 2.90 2.90 2.90

Rabo Direct 3.15 2.90 3.10 3.25 3.25

Rural Bank Limited 2.22 2.35 2.52  

amounts from $25,000 to $100,000+

medium term fixed investments 1yr 2 yrs 3 yrs 4 yrs 5 yrs

AMP Bank Limited (min $25k) 3.30 3.10 3.10 3.20 3.20

ANZ Term Deposit 3.00 3.00 3.00 3.20 3.20

NAB Term Deposit (min $25k) 2.95 3.05 3.20 3.30 3.50

St George Bank (min $20K) 2.85 3.20 3.10 3.50

Rabo Direct 3.25 3.30 3.50 3.70 3.80

Rural Bank Limited 2.55 2.64 2.75 2.93 3.04

amounts from $100,000 to $1,000,000+

Cash and Short term rates at call 1 mth 3 mths 6 mths 9 mths

AMP Bank Limited 3.20  3.15 3.30 3.30

ANZ Term Deposit 2.55 3.00 3.00 3.00

Bank of Queensland T/D (min $500k)  2.40 2.95 3.05 3.00

members equity bank (min $500k) 2.65 3.10 3.25 3.25

NAB Term Deposit 2.40 2.90 2.95 2.95

St George Bank 2.60 2.90 2.90 2.90

Rabo Direct 3.15 2.90 3.10 3.25 3.25

Rural Bank Limited 2.42 2.55 2.72  

Suncorp Metway Limited (min $500k) 2.20 2.73 3.03 2.93

amounts from $100,000 to $1,000,000+

medium fixed term investments 1 yr 2 yrs 3 yrs 4 yrs 5 yrs

AMP Bank Limited 3.30 3.10 3.10 3.20 3.20

0ANZ Term Deposit 3.00 3.00 3.00 3.20 3.20

Bank of Queensland T/D (min $500k) 2.95 2.95 3.00 3.15 3.30

members equity bank (min $500k) 3.20   

NAB Term Deposit 2.95 3.05 3.20 3.30 3.50

St George Bank 2.85 3.20 3.10 3.50

Rabo Direct 3.25 3.30 3.50 3.70 3.80

Rural Bank Limited 2.71 2.79 2.90 3.08 3.20

Suncorp Metway Limited (min $500k) 2.93 3.03 3.03

fiiG Securities ltd sources term deposit and at-call rates daily from more than 60 Authorised 
Deposit-taking Institutions (ADIs).
Adviser clients can access individual rates or register for  FIIG’s Rolling Term Deposit Service.
The Rolling Term Deposit service minimises administration, making transacting multiple term 
deposits quick and seamless. The service provides a number of features and benefits to help you 
manage your deposit investments, including: 
•Convenient online access to your term deposit portfolio 
•Simple, online comparison of rates from a range of major banks, regional banks and other ADIs
•Ability to provide your transaction instructions online 
•Automatic lodgement of ADI applications through a Deposit Service Authority 
•Receive expert support from FIIG’s specialist Deposits Team. 
*Rates are subject to change at the discretion of the ADI*	
	
to learn more please call 1800 01 01 81

Disclaimer: This information is general in nature and does not consider your personal or financial situation.

intereSt rate CutS CauSinG aSSet miSpriCinG

While the headline news focuses on mortgage rate cuts and/
or term deposit cuts, the reduction in interest rates is having a 
significant bearing on other asset classes.

As noted in the chart below, bond yields have drastically fallen 
and are now at their lowest level in the last decade, according 
to the 10-year Government Bond Yield.

 

 

 
You will recall that a falling bond yield results in rising bond 
prices and vice versa, which currently bodes well for investors 
with an allocation in this space. However, going forward the 
consensus view is that there remains little scope for further 
compression.

There are two ways to look at this. Firstly, bond investors 
may see the decline in bond yields as a troublesome sign 
going forward and prefer the stability of term deposits or high 
interest earning bank accounts. This would be a rational view 
from the current position. The alternative view is that the yield 
compression increases the relative attractiveness of growth 
assets which can be illustrated in the chart below.
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news

115 yeaRs of sHaReMaRKet HistoRy

 
Disclaimer: The advice provided in this newsletter is general advice only and therefore your particular objectives, needs and financial position have 
not been considered. Before making a decision on the basis of the advice, you need to consider, with or without the assistance of a financial advisor, 
whether the advice is appropriate in light of your particular needs, objectives and financial circumstances, and when applicable obtain a relevant  
Product Disclosure Statement and read it. “The Investing Times” – Providing financial and investment wealth creation strategies since 1971. 

 
CompanY reportinG dateS

Wednesday 18th 
Woodside Petroleum (WPL)
Insurance Australia Group (IAG)
Toll Group (TOL)
SEEK (SEK)
Carsales.com (CRZ)
 
Thursday 19th February
Wesfarmers (WES)
Virgin Australia (VAH)
Fairfax Media (FXJ)
Origin Energy (ORG)
AMP (AMP) - full year

  Friday 20th February
Santos (STO) - full year
Duet Group (DUE)
Medibank Private (MPL)
Crown Resorts (CWN)
Leighton Holdings (LEI) - full year

Monday 23rd February
Lendlease (LLC)
Caltex (CTX) - full year
GPT Group (GPT) - full year
Bluescope Steel (BSL)

  Tuesday 24th February
BHP Billiton (BHP)
Flight Centre (FLT)
QBE (QBE) - full year
Oil Search (OSH) - final

Wednesday 25th February
Worley Parsons (WOR)
Air New Zealand (AIZ)
BC Iron (BCI)

Thursday 26th February
Qantas Airways (QAN)
Sydney Airports (SYD) - full year

This chart demonstrates the annual performance 
of the Australian share-market over the past 115 

years (calandar year returns from January to 
December each year). As is depicted, the share-
market tends to produce returns in the 10-20% 

most regularly, with notable outliers being 2008 to 
the downside and 1975 and 1983 to the upside. 

The bell curve should be comforting for many 
investors that fear the share-market, showing that 

a run of negative returns is statistically unlikely.


