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INTRODUCTION  
 
Not much has happened since our last report from three weeks ago, with the market gaining about 30 points 
in that time. Although, if you watch the minute by minute media commentary and get swept up in the day 
by day volatility, you would have spent your Christmas holidays driving to hell and back. Markets have had 
their capitulation moment and stocks were dumped by the weaker hands. We have a chart of the S&P500 
Index to show you why this is a good support level now for the US market. 
 
If you have read our recent special report "Equities Roadmap for 2019" you will realise that 2019 will be a 
good year for equity markets. One of the sectors we highlighted as being a great trading opportunity 
throughout 2019 is the gold sector. Whilst the usual names that we trade have run a bit hot in the short 
term, Newcrest Mining (NCM) is one that has been late the party in the last few years but seems to be 
coming to life now. We also have charts this week on BHP, Fortescue Metals (FMG), Goodman Group 
(GMG), and Woodside Petroleum (WPL), along with a warning on JB Hi-Fi (JBH). Our fundamental section 
this week runs the ruler over oOh!Media (OML) and Sydney Airport (SYD). 
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FUNDAMENTAL & TECHNICAL ANALYSIS  

OOH!MEDIA (OML) NEUTRAL 

Last share price $3.50   
CURRENT BROKER RECOMMENDATIONS* 

(Number of Brokers per recommendation) 

Market Cap (A$) 787M   Buy/Outperform 4 

Return on Equity 10.6%   Hold/Neutral 0 

12 month forward PE 12.3x   Sell/Underperform 0 

1 year EPS growth 27.9%   Average consensus target $5.81 

Div Yield  4.8%   Consensus target return 66.1% 

 

We revisit oOh!Media (OML) following recent share price weakness despite the completion of the acquisition of Adshel. 

Our last report on the Company was in The Dynamic Investor on 19 June 2018.  

 

ACQUISITION OF ADSHEL 
 
Following the Company’s failed bid for Adshel in April 2018, OML continued to pursue Adshel, on the basis that the 

street furniture market was a key target for OML and that Adshel would make an attractive bolt-on acquisition. As a 

result, on 28 September 2018, OML announced to the ASX that the acquisition of Adshel had been completed. The 

integration of Adshel into OML includes replacing the Adshel brand with the oOh! brand (due to have been completed 

by the end of calendar year 2018 - OML has a 31 December balance date). 

 

While the acquisition of Adshel is indeed earnings accretive (discussed in further detail below), the full extent of the 

earnings accretion is not evident until FY20, due to competitive tension for the asset at the time of acquisition, timing 

of synergy realisation, and the funding mix1. Overall, however, the acquisition of Adshel provides OML with increased 

exposure to structural segment growth, increases the platform over which it can leverage its investment in data and 

tech, and improves industry structure. 

 

Adshel’s primary assets are Street Furniture/Rail sites, with 21,000+ poster faces and 800+ digital screens across 

Australia and NZ. Adshel primarily operates in the street furniture and small-format billboard segments and has a 

national presence across Australia and NZ.  

 

The inclusion of Adshel in the Company’s business portfolio results in a new segment - Street Furniture - being added 

to the existing segments of the OML business portfolio: Road, Retail, Fly and Office. The Company notes that Adshel 

is particularly well placed to leverage its Melbourne and Sydney train network assets. Adshel’s core markets are areas 

that OML does not currently have any significant presence in, making it complementary to OML’s Road, Retail, Fly and 

Office assets. 

 

                                                        
1 The acquisition was funded by $259.8m of incremental new debt as well as a $330m equity raising at $4.60 per share. 
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Figure 1 Pro Forma FY17 Revenue (Including Adshel) 
(Source: Fairmont Equities, Company Reports)  
 

 

Figure 2 Australian Out-of-Home Market Growth 
(Source: Fairmont Equities, Company Reports)  
 

 

 
Synergy Targets 
 
OML expects to deliver cost synergies in the range of $15-18m from the integration of Adshel, which are expected to 

come from leveraging combined infrastructure, rationalisation of duplicated resources and reducing outsourcing costs. 

According to Company estimates, ~60% of synergies are expected to be delivered in FY19 and the remainder in FY20.  

 

The three areas of synergies are labour ($10-12m realised in FY19-20), back office and facilities ($3m fully realised by 

the end of FY19) and operational efficiencies ($2-3m, ~50% realised in FY19 and the rest in FY20). OML expects to 

incur one-off integration costs of ~$6-7m, which are expected to be spread across FY19 and FY20.  

 

While a full-year contribution from the acquisition of Adshel is expected in FY19, the full run rate of transaction cost 

synergies is unlikely to be achieved until FY20, and contributes to double-digit EPS upgrades for that period. 

 
Figure 3 Expected Quantum and Timeline for Adshel Acquisitions (Source: Company Reports)  
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Key Contract Win 

 

In late November 2018, OML confirmed the renewal of the Brisbane City Council 10-year contract with Adshel. This 

contract was Adshel’s largest contract and accounted for close to 10% of Adshel’s business. The renewal of this contract 

was strategically significant given that at the time of the acquisition of Adshel, the Company indicated that the Adshel 

acquisition was low double-digit earnings accretive2 for OML shareholders on a pro-forma basis, and that if the business 

failed to retain the Brisbane City Council contract, the level of earnings accretion would likely have fallen to low single 

digits.  

 

In terms of potential for securing new contracts, these include the City of Sydney tender that is due to be finalised in 

September 2019. The City of Sydney contract, is the largest OOH contract in Australia, with press reports putting 

the expected value of the next contract at $30-35m per annum for an expected term of 10-15 years3.  

 

A More Supportive Long-Term Industry Structure 

 

Following the recent sector consolidation, OML and JCDecaux will have ~85% revenue share in the Australian out-of-

home market. OML now stands as the largest operator in the Australian Out of Home sector (~44% market share) with 

a broad and diversified portfolio mix. 

 

The key implication from the recent sector consolidation is that unlike recent events, the behaviour of the key market 

participants in outdoor advertising is likely to become more rational, which is positive for the longer-term market 

structure, with, firstly, a likely more stable ‘duopoly structure’ unlikely to see contract churn on the larger contracts and 

secondly, the competitive bidding process likely to be less intense, as the two market leaders are unlikely to be 

aggressively chasing market share. 

 

The Company’s recent renewal of the Brisbane City Council 10-year contract with Adshel is indicative of a more rational 

outdoor advertising market. In particular, JCDecaux decided to not bid for the Brisbane City Council contract, which 

indicates that the two leaders are not aggressively chasing market share. Further, if APN Outdoor/JCDecaux had won 

the contract from Adshel, it is likely that OML would have bid aggressively on the next large contract retender process. 

With Adshel now retaining the Brisbane City Council contract, the risk of an unstable and highly competitive market 

structure has now somewhat dissipated.  

 

  

                                                        
2 On an earnings per share after acquisition (EPSA) basis 
3 Expressions of interest were submitted earlier this year, with Adshel having participated. JC Decaux is the incumbent operator. 
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DIGITISATION THEME  

 

For OML, the digitisation of assets will remain a driver of revenue growth, although the revenue and earnings uplift will 

not be as material as in prior years, as digital now accounts for almost 50% of revenues for the broader Out of Home 

segment and the incremental increase will be much less than that over recent years (i.e. digital accounted for 7% of 

industry revenue in FY12).  

 

OML currently generates ~64% of its advertising revenue from digital, compared to ~50% for the broader Out of Home 

segment.  

 

Adshel is at an earlier stage of the digitisation process for its inventories, which is likely attributed to the relatively more 

complex digitisation process and challenging economics for a distributed small format advertising network (i.e. 

compared to indoor or large format sites). As such, by incorporating Adshel, which generates ~34% of its revenue from 

digital, OML’s overall portion of digital revenue is likely to fall to ~54%. 

 

COMMENT ON MARGIN EXPECTATIONS 

 

One of our previous reservations about OML (i.e. prior to the Adshel acquisition) is that the expansion in the number of 

digital advertising panels, while leading to gross profit margin expansion, is not filtering through as an expansion in 

EBITDA margin, as the Company is investing some of the incremental gross profit margin gains into sales, marketing 

and technology capabilities in order to maintain market share and support further digital conversion. 

 

As Adshel generates lower gross profit margins than OML4, overall gross margin expectations for FY19 have been 

revised down. However, gross profit margin is expected to improve from FY20, given a more rational industry structure 

and a heavy skew towards fixed rent agreements.  

 

Implications for Operating Leverage 

 

Prior to the acquisition of Adshel, OML has increased operating expenditure over the last two years due to investment 

in technology, data, and digital sales capabilities, in particular in systems, data analytics and client relationships. The 

latter is mostly related to bringing new competence around data products with respect to both trading and sales. As 

part of this investment, headcount has risen 12% over the last 18 months.  

 

These investments have been preparing the platform for growth as digital sales becoming increasingly sophisticated, 

incorporate increasing amounts of data, and continue to evolve to increase platform efficiency for advertisers and 

improve yields for OML. 

 

The implication from this is that OML’s investment in its technology platform and capabilities is tapering the benefits 

from revenue growth (i.e. reducing operating leverage). More importantly, while the level of investment is expected to 

                                                        
4 By way of comparison, Adshel generated a 1H18 gross margin of 41.9% in 1H18 compared to OML’s 45.6% due to its portfolio mix 
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taper in 2019, the degree of increased operating leverage for OML may be tempered by potentially declining revenue 

growth rates (discussed in further detail below).  

 

GEARING INCREASES POST ADSHEL ACQUISTION 

 

The level of net debt as at 30 June 2018 ($125.1m) remained unchanged in comparison to 31 December 2018 

($122.8m). However, as a result of the Adshel acquisition being partly-funded by additional debt of $260m, pro-forma 

gearing (on a net debt to EBITDA basis) increases to ~2.5x, from 1.3x as at 30 June 2018.  

 

The Company has commented that it expects gearing to reduce to under 2.0x within ~18 months from completion and 

that under its current debt facilities, there is significant headroom relative to its covenants (gearing covenant is <3.25x). 

 
Figure 4 Difference in Gross Profit Margin for OML vs Adshel 
(Source: Fairmont Equities, Company Reports)  
 

 

 
Figure 5 Step-up in Gearing Post Adshel Acquisition (Source: Fairmont Equities, Company Reports)  
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INVESTMENT VIEW  
 

The Australian Out of Home segment accounts for 5.9% of overall advertising as at 2017, up from 4.2% in 2009 and 

has grown advertising revenues at a CAGR of 6.9% from 2007-2017. 

 

Notwithstanding that the Out of Home advertising segment is well placed to continue strong growth trends given ongoing 

digitisation of assets, industry growth from 2018 to 2021 is expected to be lower than the 6.9% CAGR reported for 

2007-2017. 

 

While the segment is expected to continue to take market share of advertising going forward, it nonetheless remains 

exposed to any broader advertising slowdown. 

 

To this end, current expectations are for the rate of growth for the Out of Home advertising segment to slow from the 

11.5% reported in 1H18. The most recent update on sector growth (i.e. for the September 2018 quarter) showed growth 

of 10.7% (Source: OMA), where the strongest growth was in the Transport and Roadside-Billboard sectors, which were 

up 29% and 12%, respectively. The next industry update will be for December quarter growth, due in early January 

2019, which is likely to show an even greater decline in the industry growth rate in light of: 

 

i. Recent downgrades by some discretionary retailers in Australia and  

ii. Other macro data points (such as house prices and new vehicles sales), indicating a slowing consumer and 

therefore risks to future industry advertising expenditure.  

 

While the current 1-year forward P/E multiple of ~12x places the shares in value territory, we take a cautious view on 

OML on the basis of a number of factors: 

 

i. The likelihood of macro factors having a greater-than-expected impact on industry revenue growth/outlook, 

ii. Uncertainty around costs and the likely impact on operating leverage (especially in light of the synergy benefits 

from Adshel likely to be delayed until FY20). The Company has promised to provide further detail on its 

operating cost outlook at the release of its FY18 results in February 2019 and 

iii. The integration of Adshel remaining at an early stage. 

 

 

  



 
 

 

P.9 FUNDAMENTAL & TECH. ANALYSIS 

 
 

8 JANUARY 2019 

CHART VIEW – OOH!MEDIA  

 

After peaking in August, the share price came crashing down, falling through a few support levels. We are now seeing 

signs of OML being oversold on the weekly chart. This means we should get a bounce here, but there is a risk that the 

bounce doesn't kick on. There will be strong resistance near $3.80 so we need to see the stock push through that in 

order to feel comfortable that a low is in place. If it cannot do that, then it is at risk of sliding further. The next few weeks 

are therefore crucial from a charting perspective. 

 
Figure 6 OML weekly share price chart 
  

 
 

Nearest Resistance:   ~$3.80   Nearest Support: ~$3.40 
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SYDNEY AIRPORT (SYD) NEUTRAL P N N 

Last share price $6.57   
CURRENT BROKER RECOMMENDATIONS* 

(Number of Brokers per recommendation) 

Market Cap (A$) 14.82B   Buy/Outperform 4 

Return on equity 98%   Hold/Neutral 3 

12 month forward PE 33.4x   Sell/Underperform 1 

1 year EPS growth 10.7%   Average consensus target $7.43 

Div Yield  6.1%   Consensus target return 13.2% 

 

COMPANY OVERVIEW 
 
Sydney Airport (SYD) owns and operates Sydney’s Kingsford Smith Airport, which is the largest airport by passenger 

traffic in Australia. Sydney Airport has three major terminals, with the Company holding a monopoly position for 

domestic and international airline passengers in Sydney. 

 

Having reported interim results in August 2018, our focus in this report is on the outlook for the key Aeronautical division, 

in particular the outlook for international passenger growth and implications for the latter in light of evidence of a recent 

decline in Chinese travellers, as well as key upcoming catalysts for the shares, the renewal of the international 

aeronautical commercial agreement and the regulatory implications from a draft Productivity Commission report due in 

early 2019. 

 

Our last report on the Company was in The Dynamic Investor on 16 January 2018, which contained a POSITIVE 

recommendation when the share price was $6.68 per share.  

 
Figure 7 Revenue Breakdown by Division 
(Source: Fairmont Equities, Company Reports)  
 

 

Figure 8 Estimated Increases in International Aeronautical Charges 
(Source: Fairmont Equities, Company Reports)  
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AERONAUTICAL DIVISION 
 
A large majority of revenues generated from the aeronautical division are directly linked to passenger numbers. The 

remaining portion of revenues are derived from security services provided by SYD, which are recovered at cost from 

airlines. Aeronautical charges are generally levied per passenger to the airlines for use of the terminal and airfield 

infrastructure. 

 

In 1H18, growth in aeronautical charges of +4.3% was complimented by the +5.2% international passenger growth 

which again drove Aeronautical revenue growth of 8% in comparison to 1H17. 

 

Approximately 70% of group EBITDA is derived from international passenger traffic, hence the outlook for the latter is 

important from the viewpoint that it underpins expectations of mid-to-high single digit cashflow per security growth over 

the near-term. 

 

A key upcoming event relates to the international aeronautical commercial agreement, which is up for renewal in June 

2020, with renegotiation likely to start around mid-2019, once the Productivity Commission review is complete. 

International aeronautical charges inflation steps down from 4.3% to 3.4% from July 2018. There is a further step down 

to 2.7% from July 2019. For June 2020, there is the possibility of a weaker inflation outcome than the current 3.8% per 

annum.  

 

Outlook for International Passenger Growth 

 

Since 2005, Sydney Airport has average 4% per annum growth in international passenger volumes, with the outlook 

for international passenger growth indicating a slowdown to around 2-3% per annum over the course of FY19 to FY21. 

A key factor behind the more challenging outlook is the likelihood of a decline in the rate of capacity growth.  

 

For the full year 2018, total international capacity to Sydney Airport is expected to be up by ~5%, with scheduled 

capacity in 1H19 expected to grow by 3.5% mainly driven by new services from the existing carriers. Some of the new 

services growth potential may be offset by airlines swapping to smaller aircraft. It is worth noting that the expected 

decline in capacity is not unique to SYD, with all major airports also experiencing a decline in capacity growth into 

calendar year 2019. 

 

Notwithstanding the expected decline in scheduled capacity for 1H19, the recent decline in fuel price, if sustained, could 

result in airlines increasing capacity compared to the current planned schedule for 1H19. Since peaking at the start of 

October 2018 (at ~US$74/bbl), crude oil prices have declined by ~35%, while Brent crude is down by ~34% from an 

early October 2018 peak of around US$86/bbl. 

 

In the same way as lower fuel prices are supportive to capacity additions, rising oil prices are a threat to capacity. A 

recent example of this is Cathay Pacific reduced its Sydney to Hong Kong service from twice daily to once daily. 
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Chinese Travellers - Implications on International Passenger Growth Rates  

 

Over the past few years, there has been a steady increase in Asian travellers into Sydney, particularly Chinese 

travellers, which has contributed to above-trend international traffic growth of 7% per annum over the past three years. 

 

Chinese nationals have become the number one international source of tourism to Sydney and account for 9% of 

international passengers through Sydney Airport. 

 

There has been a broad-based decline in travel intentions globally and since late 2018, there has been a downturn in 

Chinese travel intentions which is driven by factors such as a weaker outlook for the Chinese economy, and trade war 

implications and uncertainties. Despite the broad-based decline in travel intentions globally, longer-haul travel 

destinations (Australia, NZ and US) appear to have been more negatively impacted, with a clear preference for shorter 

travel within Asia, which have only seen flat-to-moderate declines. Australia remains outside the top 10 countries visited 

by Chinese travellers and trails the US, according to data published by the China Outbound Tourism Research 

Institute5. Further, the traffic statistics released by SYD for November 2018 show that the year-to-date growth in inbound 

travellers from China into Sydney is 4.6%, having slowed from 10% in June 2018 (the monthly figure). 

 

Also, since late 2018, there has been a trend away from duty-free shopping, with an increasing preference for Chinese 

nationals for shopping malls, own brand store and discount stores. Aside from the impact on passenger numbers from 

China, this trend may also have a material impact on SYD’s retail operations, given that the retail spend per passenger 

for Chinese nationals at Sydney Airport is around 3x more than the average retail spend.  

 

Aeronautical Growth Strategy in Early Stages 

 

At its 1H18 result presentation, SYD provided greater detail of its target markets outside of China, with a new focus on 

India, Bangladesh, South America, Nepal and Vietnam. India is considered the most attractive of these opportunities, 

given that it is the fastest-growing domestic aviation market in the world and collectively, Indian airlines are expected 

to order up to 2,100 new aircraft over the next 20 years. A new open skies agreement was entered into between India 

and Australia in June 2018 and at present, there are five direct weekly services between India and Sydney and of the 

top 10 nationalities travelling through Sydney Airport, India (ranked 7th) reported the highest year-to-date growth to 

November 2018.  

 

The issue with this strategy is finding service agreements for other markets (in particular Nepal and South America) 

and the fact that the development of the most attractive opportunity (India) is likely to take time - given that the open 

skies agreement is an Australia-wide opportunity and to this end, other Australian Airports (such as Melbourne and 

Brisbane) are likely to target India as well as the other regions alluded to.  

 

Further, increased services to India/South Asia creates a new hub for longer-distance travel, which could potentially 

impact services to existing long-distance hubs (i.e. middle east; Thailand/Malaysia) over the medium term. 

 

                                                        
5 Source: The Australian, 1 November 2018 
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Figure 9 Trend in International Passenger Growth 
(Source: Fairmont Equities, Company Reports)  
 

 

 

Figure 10 Distribution Growth Profile Slowing 
(Source: Fairmont Equities, Company Reports)  
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approach, such as a “price cap” regulatory structure – which is an incentive-based approach which allows prices to 

increase to a point that represents an acceptable profit margin, or a “cost-based” regulatory structure where prices are 
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The statement of issues published by the Productivity Commission include:  

 

➢ Aeronautical services and facilities – The Productivity Commission raises the prospect of a regulator setting 

price caps for airports based on a regulatory asset base and an allowed return on capital. This would be a 

dramatic change from the current model of commercial negotiation between airports and airlines, and it would 

be unattractive from the perspective of Sydney Airport. 

➢ Car parking and landside access;  

➢ Land transport linkages;  

➢ Air services to access regional NSW; and  

➢ Competition in jet fuel supply  

 

Aside from the uncertainty from the outcome of the Productivity Commission findings, we consider that SYD faces 

increased regulatory risks given the level of regulation seen in other sectors of the Australian economy (i.e. Banking 
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may be more likely to consider regulation than the current Coalition government, although it appears unlikely that a 

Labor government would impose tougher regulation on airports than that recommended by the Productivity 

Commission.  

 

PERFORMANCE OF OTHER DIVISIONS 

 

Commercial 

 

The increase in revenue for the Commercial division (+1.9%) was below market expectations, with the growth in car 

parking operations impacted by an increasing shift toward train and ride sharing, passenger mix being increasingly 

weighted towards inbound travellers (as opposed to outbound travellers which are larger users of car parking). Further, 

the update to the road network around Sydney Airport is still ongoing and as such, revenue growth for the Commercial 

operations is likely to remain muted. 

 

Property and Car Rental 

 

The rate of revenue increase stepped up in 1H18 (+10.9%), due to strong performance from new investments, Ibis 

budget and Mantra, with the next major step changing being the completion of the Ibis expansion in 1H19. 

 

GEARING STEADY BUT FUNDING COSTS TO INCREASE 

 

Net debt as at 30 June 2018 increased to $8.2b, however on a gearing basis (i.e. Net Debt to EBITDA) was stable at 

6.7x, which is the lowest gearing level SYD has had since listing.  While the level of gearing is aggressive, this has to 

be viewed in context to the relatively defensive revenue stream and solid free cashflow generated by the Company, 

which underpins a 100% dividend payout ratio.   

 

Further, there is enough balance sheet capacity to enable SYD to debt-fund any additional CAPEX and allow the 

Company to potentially undertake capital management activities at some stage. 

 

In 1H18, the weighted average cash interest rate remained low, at 4.8%. While the low cost of debt is a positive, SYD 

expects the improvement to in funding costs to slow, as maturing debt is expected to be refinanced at slightly higher 

rates (the next significant maturity is 2020). The implication of this is that as debt increases a significant portion of debt 

is unhedged (~60%) which means that the increase in spot funding rates impacts cashflow over the long term.  
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Figure 11 Trend in Gearing and Interest Cover (Source: Company Reports)  
 

 

 
 
INVESTMENT VIEW  
 

We consider SYD to be a high quality, well managed infrastructure stock with defensive attributes and a solid distribution 

profile underpinned by increasing cashflows. The previous outperformance in the share price has been a function of a 

number of factors: Cashflow benefits from retail refurbishments to the international terminal and lower funding costs, 

increasing rates of international passenger growth and steady distribution growth. The key point here is that these 

factors are unlikely to provide a catalyst for future outperformance. In particular:  

 

i. The benefits from lower funding costs is fading, international passenger growth is on a downward trajectory 

 

ii. The leverage from retail/terminal refurbishments is likely to be lower. the completion of the upgrade to the T3 

domestic terminal from July 2019, while expected to drive yield, is expected to generate lesser leverage than 

the retail refurbishments undertaken for the international terminal.  

 

iii. The next event now impacting cashflow will be a decision on distribution policy once cash tax payments 

commence in 2021, which is when tax losses are expected to be fully utilised. At the 1H18 results release, 

SYD re-affirmed guidance for the 2018 distribution of 37.5 cents per share, which implies 9% growth. At 

present, there is uncertainty over future distributions, with the consensus view being that cashflow per share 

over FY21-22 is likely to flatten (i.e. once cash tax payments are forecast to commence in 2021) before 

returning to low single-digit growth. 

 

On the basis of these factors, together with the increasing regulatory risk profile, we take a NEUTRAL view on SYD at 

current levels. 
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CHART VIEW – SYDNEY AIRPORT  

 

The chart of SYD remains neutral so there is no rush to be buying in. At the moment it is sliding downwards towards 

the next support level around $6.30. Below that is major support at $6. Investors should therefore wait for those cheaper 

levels. However, a break under $6 would be viewed as a negative, as that could indicate that a major long-term top is 

in place for SYD. So, any buying back near $6 should be done with some tight stops.  

 
Figure 12 SYD weekly share price chart 
  

 

Nearest Resistance:   ~$7.00   Nearest Support: ~$6.30 
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CHARTING (AUSTRALIA) 
A TECHNICAL ANALYST’S VIEW 

BHP GROUP (BHP) POSITIVE POSITIVE 

Last share price $34.39   
CURRENT BROKER RECOMMENDATIONS* 

(Number of Brokers per recommendation) 

Market Cap (A$) 101.5B   Buy/Outperform 5 

Return on equity 18.5%   Hold/Neutral 3 

12 month forward PE 18.6x   Sell/Underperform 0 

1 year EPS growth 10.2%   Average consensus target $36.88 

Div Yield  4.4%   Consensus target return 7.2% 

 

The last few weeks for BHP have been fairly impressive, so it is worth revisiting our charting view. BHP is consolidating 

under the major resistance level of $35, having had a few attempts at breaking through it in during 2013-2014. It appears 

to be close to a break now. If so, that should result in a swift rally towards $40. Any weakness here is an opportunity to 

buy with a clear break above $35 being an opportunity to add to positions.  

Figure 13 BHP monthly share price chart 
 

 
 

Nearest Resistance:   ~$35.00   Nearest Support: ~$30.00 
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FORTESCUE METALS GROUP (FMG) POSITIVE POSITIVE 

Last share price $4.44   
CURRENT BROKER RECOMMENDATIONS* 

(Number of Brokers per recommendation) 

Market Cap (A$) 13.7B   Buy/Outperform 6 

Return on equity 12.1%   Hold/Neutral 1 

12 month forward PE 14.4x   Sell/Underperform 1 

1 year EPS growth -11.1%   Average consensus target $4.75 

Div Yield  5.2%   Consensus target return 7.1% 

 

After finding a low near $3.50 in September, FMG went on make a series of higher lows (indicated by the diagonal line). 

Volume during this time was also elevated, which is a positive sign. We were looking at a break of resistance near 

$4.25 to be the next major milestone for FMG. That has now happened and FMG should now have an easy run from 

here. The next major resistance and target level for FMG would be a few cents shy of $5. However, we can see levels 

as high as about $5.80 being a possibility in the next several months, which represents the 61.8% retracement of the 

2017-2018 decline.  

Figure 14 FMG weekly share price chart 
 

 
 

Nearest Resistance:   ~$5.00   Nearest Support: ~$4.25 
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GOODMAN GROUP (GMG) POSITIVE POSITIVE 

Last share price $10.75   
CURRENT BROKER RECOMMENDATIONS* 

(Number of Brokers per recommendation) 

Market Cap (A$) 19.46B   Buy/Outperform 3 

Return on equity 9.8%   Hold/Neutral 2 

12 month forward PE 20.6x   Sell/Underperform 1 

1 year EPS growth 11.8%   Average consensus target $10.45 

Div Yield  2.9%   Consensus target return -2.8% 

 

GMG had been forming resistance near $10.70 before breaking free of that in early December. It is now sitting on top 

of that resistance level and it appears as though this is the new support zone for GMG. We looked at the company 

fundamentals in November and commented that it appeared to be a buying opportunity. Recent price action confirms 

from a charting perspective that the share price will continue to edge higher.  

Figure 15 GMG weekly share price chart 
 

 
 

Nearest Resistance:   ~$11.20   Nearest Support: ~$10.70 
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JB HI-FI (JBH) NEGATIVE POSITIVE 

Last share price $21.06   
CURRENT BROKER RECOMMENDATIONS* 

(Number of Brokers per recommendation) 

Market Cap (A$) 2.42B   Buy/Outperform 3 

Return on equity 21.3%   Hold/Neutral 2 

12 month forward PE 10.2x   Sell/Underperform 2 

1 year EPS growth 1.7%   Average consensus target $25.62 

Div Yield  6.4%   Consensus target return 21.6% 

 

We looked at JBH three weeks ago and made the following comment: "JBH getting sold into the rallies and finding its 

way back to $22 is a negative sign. For now, we remain neutral on the stock until we can get confirmation. But a clear 

break of $22 with a failure to recover would make the JBH chart look negative and could result in prices back in the 

$14's."  It now looks like we have a decisive break under $22 (circled). Unless JBH can get back above that level in the 

next few days, then investors should brace themselves for much lower levels in 2019. Support levels exist at $20, $18, 

and then further down at $14.  

Figure 16 JBH weekly share price chart 
 

 
 

Nearest Resistance:   ~$22.00   Nearest Support: ~$20.00 
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NEWCREST MINING (NCM) POSITIVE POSITIVE 

Last share price $23.38   
CURRENT BROKER RECOMMENDATIONS* 

(Number of Brokers per recommendation) 

Market Cap (A$) 17.96B   Buy/Outperform 3 

Return on equity 5.0%   Hold/Neutral 4 

12 month forward PE 22.6x   Sell/Underperform 1 

1 year EPS growth 24.9%   Average consensus target $21.34 

Div Yield  1.2%   Consensus target return -8.7% 

 

NCM has been trading sideways for over two years now, with the range slowly tightening up to form a symmetrical 

triangle. We have finally now had a decisive break from that formation. The general rule of thumb is that the longer the 

consolidation, the bigger the move when we get a breakout. This means that we could see some impressive moves 

this year in NCM. Initially we would be targeting levels up near $26 where traders may wish to take a quick profit and 

re-position on a dip. If we measure the moves further out, we can get an eventual target near $31. On the downside, 

we don't want to see NCM trade back under $21.  

Figure 17 NCM weekly share price chart 
 

 
 

Nearest Resistance:   ~$26.00   Nearest Support: ~$21.00 
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WOODSIDE PETROLEUM (WPL) POSITIVE POSITIVE 

Last share price $32.32   
CURRENT BROKER RECOMMENDATIONS* 

(Number of Brokers per recommendation) 

Market Cap (A$) 30.26B   Buy/Outperform 4 

Return on equity 10.3%   Hold/Neutral 2 

12 month forward PE 11.9x   Sell/Underperform 1 

1 year EPS growth 28.4%   Average consensus target $37.56 

Div Yield  6.9%   Consensus target return 16.2% 

 

We have been looking to buy WPL on weakness here and the last few weeks have now proven that a low is in place 

by giving us a reversal signal (circled). We are now looking at short term resistance to come in between $34.00 and 

$35.50 before WPL goes ex dividend next month. Support should now be offered at $32.  

Figure 18 WPL weekly share price chart 
 

 

Nearest Resistance:   ~$34.00   Nearest Support: ~$32.00 
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CHARTING (US STOCKS) 
A TECHNICAL ANALYST’S VIEW 

NETFLIX (NFLX) POSITIVE POSITIVE 

Last share price (US$): $315.34  
 

 

Market Cap (US$): 137.5B    

Exchange: NASDAQ    

 

A collection of bullish candles (circled) has seen NFLX bounce strongly off support and set itself up for a another move 

higher. It is now hitting resistance near US$315 but clearing that should set it up to move back towards US$400. Any 

short-term weakness needs to be fairly small. If we get a big drop in the next day or two, then that could mean NFLX 

would go under the December low. 

Figure 19 NFLX weekly share price chart 
 

 
 
 

Nearest Resistance:   ~US$315.00   Nearest Support: ~US$250.00 
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S&P 500 INDEX (SP500) POSITIVE POSITIVE 

Last Close: 2,549.69 

 

The S&P 500 Index has come back to the long-term uptrend line that has been in place since 2009. We have also 

noticed that the recent pullback was in the form of an "abc" 3-wave correction, where wave "c" is 1.6x wave "a". So, 

from an Elliott Wave perspective, we may have seen the end of the recent correction. We have also seen oversold 

momentum indicators not trade this low since 2011. The S&P 500 Index should therefore bounce from here. Just bear 

in mind that like in most other occasions where there has been a capitulation, the short-term rally often sees a bit of 

selling from nervous investors, causing the market to come back one more time and make a "higher low" before it is 

ready to commence a more sustainable uptrend.  

Figure 20 SP500 monthly share price chart 
 

 
 

Nearest Resistance:   ~2,600   Nearest Support: ~2,400 
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MOST SHORTED STOCKS 

This data has been extracted from the ASIC short positions tables. Please note there is a week lag on the latest short positions data.  

 
Ranking Stock Name Stock 

Code 
Percentage of Shorts (%) Change (%) Change 

(%) 

     31-Dec-18 21-Dec-18 30-Nov-18 One Week One 
Month 

1 JB HI-FI LIMITED  JBH  17.32 17.57 19.04 -0.25 -1.71 

2 GALAXY RESOURCES  GXY  16.97 17.25 16.21 -0.28 0.77 

3 SYRAH RESOURCES  SYR  16.86 16.73 16.82 0.13 0.04 

4 INGHAMS GROUP  ING  13.51 13.20 13.18 0.31 0.34 

5 METCASH LIMITED  MTS  13.25 13.30 12.67 -0.05 0.58 

6 OROCOBRE LIMITED  ORE  13.20 13.56 13.90 -0.35 -0.70 

7 INVOCARE LIMITED  IVC  12.52 12.09 11.59 0.43 0.93 

8 NEXTDC LIMITED  NXT  12.28 12.03 11.20 0.25 1.08 

9 BWX LIMITED  BWX  12.11 12.31 13.78 -0.20 -1.67 

10 MYER HOLDINGS LTD  MYR  11.67 11.62 11.52 0.05 0.15 

11 IOOF HOLDINGS LTD  IFL  10.81 10.93 9.68 -0.12 1.13 

12 NUFARM LIMITED  NUF  10.26 10.17 9.40 0.09 0.86 

13 SPEEDCAST INT LTD  SDA  9.63 9.30 9.41 0.33 0.22 

14 DOMINO PIZZA ENTERPR  DMP  9.61 9.49 9.47 0.13 0.15 

15 SUPER RET REP LTD  SUL  9.47 8.52 9.08 0.95 0.39 

16 BELLAMY'S AUSTRALIA  BAL  9.46 9.64 8.92 -0.18 0.54 

17 NEWS CORP NWS  9.00 8.89 8.54 0.11 0.46 

18 HARVEY NORMAN  HVN  8.98 9.28 8.91 -0.30 0.08 

19 QUINTIS LTD  QIN  8.34 8.08 8.24 0.26 0.10 

20 NANOSONICS LIMITED  NAN  8.20 7.88 8.13 0.32 0.07 

 
 
  



 
 

 

P.26 8 JANUARY 2019 LARGEST TRADED VOLUMES 

 

LARGEST TRADED VOLUMES 
These tables look at the volume of shares traded last week and compares it to the 52-week average for each stock. We then rank the 

stocks from the largest percentage change. An unusual amount of volume traded can alert investors to significant moves such as 

reversals or breakouts.  

 

S&P/ASX 200 

 

Rank Stock 

Code 

Stock Name 52-week 

Average 

Last week’s 

volume 

Percentage 

Difference (%) 

1 CQR CHARTER HALL RETAIL 5,014,785 7,967,345 59 

2 NCM NEWCREST MINING 12,682,150 15,858,948 25 

3 NEC NINE ENTERTAINMENT 24,817,430 28,202,548 14 

4 RSG RESOLUTE MINING 25,476,434 29,005,106 14 

5 SDA SPEEDCAST INT LTD 9,098,309 8,629,000 -5 

6 SYR SYRAH RESOURCES 9,141,504 8,554,698 -6 

7 SHL SONIC HEALTHCARE 5,041,995 4,591,572 -9 

8 ABC ADELAIDE BRIGHTON 5,831,154 5,322,028 -9 

9 JHC JAPARA HEALTHCARE LT 3,091,288 2,741,969 -11 

10 RMD RESMED INC 8,295,017 7,302,618 -12 

11 SAR SARACEN MINERAL 21,494,664 18,884,212 -12 

12 CMW CROMWELL PROP 19,283,038 16,722,139 -13 

13 IPL INCITEC PIVOT 25,273,482 20,724,094 -18 

14 SCP SCA PROPERTY GROUP 12,420,323 10,163,534 -18 

15 SUN SUNCORP GROUP LTD 13,953,047 11,403,602 -18 

16 CGF CHALLENGER LIMITED 10,080,812 8,212,074 -19 

17 CBA COMMONWEALTH BANK. 15,094,726 11,914,488 -21 

18 BHP BHP BILLITON LIMITED 39,440,648 30,418,972 -23 

19 DXS DEXUS PROPERTY GROUP 13,204,650 10,212,494 -23 

20 SBM ST BARBARA LIMITED 13,841,706 10,553,522 -24 
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ASX ALL ORDINARIES 
 

Rank Stock 

Code 

Stock Name 52-week 

Average 

Last week’s 

volume 

Percentage 

Difference (%) 

1 DRM DORAY MINERALS LTD   5,713,722 48,777,684 754 

2 GOR GOLD ROAD RES LTD   4,857,298 25,595,040 427 

3 LEP ALE PROPERTY GROUP   679,668 3,562,354 424 

4 CII CI RESOURCES LIMITED   19,540 94,921 386 

5 DNA DONACO INTERNATIONAL   12,080,952 53,885,996 346 

6 SPL STARPHARMA HOLDINGS   2,874,351 6,837,806 138 

7 RND RAND MINING LTD   16,641 36,218 118 

8 NCK NICK SCALI LIMITED   636,297 1,343,676 111 

9 RMS RAMELIUS RESOURCES   6,831,685 12,014,655 76 

10 SDG SUNLAND GROUP LTD   222,165 387,076 74 

11 CQR CHARTER HALL RETAIL  UNITS 5,014,785 7,967,345 59 

12 SXY SENEX ENERGY LIMITED   17,801,130 28,308,404 59 

13 ERA ENERGY RESOURCES   'A' 989,114 1,463,178 48 

14 OGC OCEANAGOLD CORP 1,681,824 2,176,165 29 

15 NCM NEWCREST MINING   12,682,150 15,858,948 25 

16 SHV SELECT HARVESTS   1,027,790 1,238,482 20 

17 RSG RESOLUTE MINING   25,476,434 29,005,106 14 

18 NEC NINE ENTERTAINMENT   24,817,430 28,202,548 14 

19 NHC NEW HOPE CORPORATION   3,760,141 4,230,731 13 

20 DCN DACIAN GOLD LTD   1,869,790 2,056,441 10 

 
 



 
 

 

P.28 8 JANUARY 2019 MEDIA 

 

MEDIA 
IN THE PAST WEEK 

 

Video:  

A technical view of the ASX  (7 January 2019) - Stocks Covered: APT, LNG, OSH, S&P/ASX 200 Index 

“Your Stock Request” (3 January 2019) - Stocks Covered: CTD, ELX, RHC, WBC 

What to expect from equities in 2019 (2 January 2019)  

“Your Stock Request” (27 December 2018) - Stocks Covered: FMG, HVN, WPL, XRO 

2018 yearly wrap, the sweet and the sour (24 December 2018) 

“Money Talks” with Peter Switzer (17 December 2018) 

“Your Stock Request” (20 December 2018) - Stocks Covered: AGL. ANZ, BHP, MYX, NGI 

 

 

Articles: 

Could Bravura Solutions see more profit taking? (2 January 2019) 

5 Habits of a Successful Investor (2 January 2019) 

How to get good yield without franking (24 December 2018) 

Is OFX a stock worth buying down here? (19 December 2018) 

 

 

UPCOMING TV/RADIO APPEARANCES  

 

Your Money (Channel 601 and Channel 95 Free-To-Air)  

• Your Money: “Trading Day: Your Call”  

Monday, 4 February 12.00pm - 2.00pm (AEDT)   

 

To receive real time alerts such as updates to our blog, make sure you follow us on social media.  
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TESTIMONIALS 
I have been investing by myself for the last 25 years or so.  Lost and made money along the way. The main reason I lost money was 

because of my innate reluctance to let go and sell which has cost me dearly. This experience made me realise that I needed guidance 

and a trusted adviser to help and push me along in making more rational decisions. 

I’ve come to appreciate and value Michael’s disciplined, calm and methodical approach, and the results speak for themselves. Some 

of the results Michael has achieved for me: 

 

• Bought some stocks at $12 and sold them, because Michael told me to sell, at $16 = profit of 33.33% 

• Other stocks recommended by Michael yielded anywhere from 20 – 50% - I’m not sure I would have invested in these stocks 

without Michael’s guidance. 

 

Because of these truly satisfactory results, I’ve pretty much handed the management of my portfolio to Michael. He confirms his trades 

with me before acting on them, unlike a managed fund. I trust his judgment and the results achieved are proving it. However, as a 

client I have to be realistic and understand that not every transaction will make money.  However, overall, thanks to Michael’s 

knowledge, experience and careful consideration, I am well ahead. 

I like the fact that Michael runs a small and very personalised organisation. He’s proactive, I can call him whenever I need to, and he’s 

easy to talk to and knows his customers’ needs intimately. Working with Michael is great, he sends out a weekly report, which contains 

interesting and valuable background information. 

I’m very happy to have chosen to work with Michael and am happy to recommend him to family and friends. 

John Edwards - Sydney 

  

I do share trading myself and am pretty good at it. However, I also believe that there’s merit in engaging a specialist to see if their 

performance is better than mine. 

About 8 – 9 months ago I decided to engage Michael Gable of Fairmont Equities to consult to me. His philosophy to trading is longer 

term and he has extensive technical analysis skills. This makes sense to me and is the reason why I’ve handed over some of my 

money for him to work with. 

I like Michael as a person, his approach to the task and that he’s proactive. 

Teresa Wilson - Sydney 

  

I am a Farmer from Mudgee in New South Wales, and watch Michael Gable’s TV show religiously. 

We started working together about 12 months or so ago. I really like Michael as a person, the way he thinks, and the stocks he 

recommends. They all are good quality stocks. The weekly reports he sends out to his clients are really good and useful. They offer a 

great deal of background information and educate his clients as well. We speak regularly, Michael is on the ball and I appreciate this 

a great deal. 

Michael Gable is perfect for me and I’m happy to recommend him to others. 

Michael Burnicle - Mudgee 
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I’ve only been working with Michael Gable of Fairmont Equities for 5 months or so. However I’m happy to talk about Michael as an 

advisor and strategist in the share trading field. 

Both fundamentals and technical aspects of trading are well covered by Michael. His approach is balanced and the timings are good. 

Michael is a stable and level-headed person who’s proactive and constantly on the lookout for opportunities to increase his clients’ 

wealth. He’s honest and has never pushed me into something I don’t want to buy into.  Nor does he make trades for the sake of them 

– just to make commissions. 

Michael’s recommendations are sound and well researched. He’s chosen and recommended some good shares for my portfolio. I get 

Michael’s weekly report, which I find very useful and very educational too. 

If you consider engaging an advisor in the share trading field, I suggest you should give Michael a go. 

Tim Moore - Melbourne 

  

I have known about Michael Gable’s abilities for at least 2-3 years, when I saw him on the TV business shows. I was with another 

advisor at Novus Capital who left for personal reasons and transferred my small portfolio to his colleague, Michael, whom I already 

knew from the business show. I was pleased it was Michael as I had seen him several times on shows and respected his judgement 

on stocks. 

I have found Michael to be courteous, honest, diligent and he has the ability to read charts, as well as give you the fundamentals on a 

stock, so you get the best of both worlds. 

He always takes my call and takes the time to answer my questions. 

I recently referred a client to him on a short-term basis and Michael achieved a higher return for him than what he currently earned 

from bank interest. 

I am pleased the way Michael and I work together and recently increased the funds I have under his management. 

Ezy Elias – Sydney 

 

I use my Self-Managed Superfund to invest. The traditional model of engaging a financial planner is not something I neither 

believe in nor is investing in property something I want to do with my money.  

I first came across Michael Gable of Fairmont Equities in Sydney on Sky TV, and liked what I saw and felt that his investment 

philosophy made sense to me.  

Michael’s methodology which combines technical and fundamental investment strategies is a more conservative way of 

investing.  I believe it’s a holistic approach which is less aggressive, lower risk, more main stream investment strategy which 

is exactly what I’m after.  

Michael’s advice has really worked for me and I get value out of this relationship. He’s proactive and there for me whenever I 

need to speak to him.  

The weekly report Michael sends out is interesting and full of valuable information. I read it with interest. However, I do my 

own research and reading too as I want to make well informed decisions. 

I certainly feel that I made the right decision to engage Michael to help structure and grow my assets and happily recommend him to 

others who are interested in share trading. 

Bruce Myers - Brisbane 
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I first came across Michael Gable of Fairmont Equities in Sydney on Sky News where he’s an expert contributor in financial 

matters, and share trading in particular.   

At some stage, I had some concerns about my portfolio and needed expert advice. We’re not novices in the share trading 

sphere. However, having an expert and outside view helps making better and less emotional decisions.  

  

Michael’s approach is very balanced the combination of fundamental and technical advice is crucial and ensures a balanced 

portfolio, which reduces risk and increases profit.  

I’ve come to experience Michael as fastidious and very thorough. He always follows up, he’s on the ball and takes action. 

Michael is easy to talk to; he listens carefully and is open to new ideas. 

We have traded ourselves in the past but we found that researching stocks is complex and time consuming and decided that 

it was better to engage a professional to do this on our behalf and in our best interest.  

We like working with Michael and recommend him wholeheartedly.  

Helen Scheu - Brisbane 
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DISCLAIMER  
Fairmont Equities Australia Pty Ltd (ACN 615 592 802) is an AFSL holder (No. 494022). 

 

The information contained in this report is general information only and is copy write to Fairmont Equities. Fairmont Equities 

reserves all intellectual property rights. This report should not be interpreted as one that provides personal financial or 

investment advice. Any examples presented are for illustration purposes only. Past performance is not a reliable indicator of 

future performance. 

No person, persons or organisation should invest monies or take action on the reliance of the material contained in this report, 

but instead should satisfy themselves independently (whether by expert advice or others) of the appropriateness of any such 

action. Fairmont Equities, it directors and/or officers accept no responsibility for the accuracy, completeness or timeliness of 

the information contained in the report. 

All share price charts are courtesy of AmiBroker, unless stated otherwise. 

 

* All current broker recommendations, forecasts and share price targets are sourced from FNArena (www.fnarena.com). 

* Figures for US Stocks sourced from Yahoo Finance as at last close 

 

http://www.fnarena.com/

