
    

 

 

 

 

 

 

S t a t e  O n e  S t o c k b r o k i n g  L t d     A F S L  2 4 7 1 0 0  

 

1 | P a g e  

                       MMMaaarrrkkkeeettt   WWWaaatttccchhh      
                                July 2017  
                                                                                                  marketwatch@stateone.com.au  

Editor’s Note  

According to metal Bulletin, the price for benchmark iron ore (62% Fe, 

CFR China) hit just shy of US$65/t on 30 June 2017, up 21.8% from a mid-

June low of US$53.36/t. With a bull market defined as a gain of +20%, iron 

ore is – out of nowhere – in a bull market! This leads us to thinking if this 

represents the “starting gun” for investors to get back into commodities.  

At first sight, the relative valuation of commodities to equities does seem 

extremely low. In relation to the S&P500, the GSCI Commodity Index is 

currently trading at its lowest level in fifty years. Also, the ratio is 

significantly below the long-term median of 4.1 (see chart below). However, 

we are not convinced that the ratio indicates that commodity prices (bulk, 

base metal, energy, precious metals) are cheap relative to equities. Rather, we 

believe that this ratio - along with elevated PER multiples – is evidence that 

equities (certainly in the US) are in over-valuation territory.   

After nine years of unconventional quantitative easing (QE) policy, the Federal Reserve is now setting 

out a new path for quantitative tightening (QT). It is hard to believe that the unwinding of long-

standing policies, which had the express purpose of inflating asset prices, will not negatively impact 

(contract) equity markets. Nevertheless, we note press reports quoting policymakers stating that the 

transition will be so gradual that it need not be disruptive; Philadelphia Fed President Harker even 

described the process as being “as boring as watching paint dry”. We shall see!  

GSCI/S&P500 ratio: equities expensive, commodities cheap?  
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     Stock Picks   
 

HT&E Limited (offers growth 

at reasonable price)  

Westpac Banking (offers 

attractive dividend yield after 

bank sector sell-off) 

Resolute Mining (best value in 

ASX large cap gold space) 

Buddy Platform (IoT 

monitoring system could be a 

game changer)  

PepinNini Minerals          

(fully-funded lithium explorer in 

Argentina, drill results soon) 

Locality Planning Energy (fully 

funded to triple electricity sales 

by mid-2020) 

mailto:marketwatch@stateone.com.au
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ASX 200: sector performance over past four weeks and year  

 
Source: IRESS, compiled by State One Stockbroking  

 

Commodities and AUDUSD: performance over past four weeks and year 

 
Source: IRESS, compiled by State One Stockbroking  

 

World Indices: performance over past four weeks and year (local currency) 

 
Source: IRESS, compiled by State One Stockbroking  
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Commentary 
 The FTSE/ASX 200 Index posted a lackluster 0.3% gain in June; the standout sector was 

Healthcare (+5.9%), with Energy (-7.6%) and Property (-5.2%) coming under pressure 

from weaker prices and mounting concern over the domestic property valuations.  

 Oil fell 8.3% in June on the back of healthy US production; iron ore gained 5.1% - 

although the steel raw material is still down 18% YTD. Base metals posting +ve gains 

with lead (Pb) up an impressive 9.1%.  

ASX 200: top 25 and bottom 25 performing stocks over the past four weeks (% gain/loss) 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: IRESS, compiled by State One Stockbroking  
 

 Top performer: Sirtex Medical (ASX: SRX) +35% as the group rebases business with 

impairments of intangible assets, and implements cost cutting initiatives including a 

15% staff reduction.   
 

 Worst performer: Galaxy Resources (ASX: GXY) -29% following a broad sell-off of 

the lithium miners and despite positive production and shipment updates from the 

group’s Mt Cattlin operations.  
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Month in review - events that caught our eye in June 2017  

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Trump pulls the US out of the 
Paris Climate Accord. German 
Chancellor Angela Merkel 
says” we can’t wait for the last 
man on Earth to be convinced 
by climate change”.  

Eight people killed and 
dozens injured during a car 
and knife Islamist terrorist 
attack at London Bridge 
and Borough Market.  

Several Gulf countries including Saudi 
Arabia snap diplomatic and economic 
ties with Qatar. Issues include Qatar’s 
alleged support of the Muslim; 12-
point list includes demand that Qatar 

shuts the Al-Jazeera news service.   

UK Prime Minister’s decision to hold 
a snap election to boost the 
Conservative Party’s standing ahead 
of critical Brexit talks backfires as 
she ends up with 12 fewer seats. The 
surprise gainer is the Labour Party.   

Ten Network (ASX:TEN) placed 
into voluntary administration 
after billionaire shareholders 
Bruce Gordon and Lachlan 
Murdoch pulled their support as 

guarantors for a key $200m loan.   

Global liquor giant Diageo to pay 
up to US$1 billion to buy the 
tequila brand “Casamigos”, co-
founded by movie star George 
Clooney only four years ago.   

Rio Tinto shareholders 
overwhelmingly back 
Yancoal’s US$2.69bn offer 
for its Coal & Allied coal 
operations in the Hunter 
Valley (NSW) over 
Glencore’s marginally lower 

US$2.68bn bid.   

South Australia takes a lead from 
the Federal Government and 
imposes a separate bank levy on 
the “Big 4” banks plus Macquarie. 
The new state levy is expected to 
raise some $370m over 4 years (vs 

$6.2bn federal bank levy). 

Hedge fund Anchorage Capital 
Group to gain control of debt-
stricken law firm Slater & 
Gordon (ASX:SGH) in a deal 
that sees a complete clean-out 
of the board including long-

serving CEO Andrew Grech.  
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State One Stock Picks 

HT&E Limited (HT1) 
Sector: Media 

Market Cap: A$791m 

Share price: A$2.56 

IRESS target price: A$3.22 

Recommendation: Buy  
 

26% upside to IRESS consensus 

target price plus 3.5% dividend 

yield = 30% total return.     
 

We believe recent weakness in 

the share price could be due to 

market disappointment on 

confirmation that - contrary to 

media speculation – HT1 is not 

buying QMS Media. Trading on 

a FY17E PER of 11.2x (on 

IRESS consensus EPS of 

A$0.22), and with 10% EPS 

growth forecast to FY18E, we 

believe APN is a standout 

GARP stock (Growth At 

Reasonable Price).  

Westpac Banking (WBC) 
Sector:  Financials 
Market Cap: A$102.3bn 

Share price: A$30.48 

IRESS target price: A$33.61 

Recommendation: Buy  
 

10% upside to IRESS consensus 

target price plus 6% dividend 

yield = 16% total return.     
 

Banks have been sold off in 

May on the back of renewed 

concern over the domestic 

housing sector and a 

controversial government levy 

on liabilities. However, we 

suggest that banks are now at a 

more attractive entry point. For 

investors looking for exposure 

the “Big 4” banking sector, 

WBC offers an attractive 6% 

dividend yield and a total return 

at 18%.   

Resolute Mining (RSG)  
Sector: Materials/Gold  

Market Cap: A$877m 

Share price: A$1.18 

IRESS target price: A$1.75 

Recommendation: Buy  
 

48% upside to IRESS consensus 

target price.  
 

After Saracen Minerals’ (SAR) 

strong run in May/June, our 

preferred play in the large-cap 

gold space is now 325koz Au 

producer Resolute Mining 

(RSG). First ore production at 

the u/g section at the Syama 

Mine (Mali) is planned for 2H 

CY18, while the recently 

announced Nafolo discovery, 

adjacent to Syama bodes well 

for brownfields development. 

We note Macquarie recently 

initiated coverage on the stock 

with a target price of A$1.80ps.  

Buddy Platform (BUD) 
Sector: Software & Services 

Market Cap: A$29m (quoted) 

Share price: A$0.094 

State One target price: A$0.21 

Recommendation: Spec Buy     
 

Feedback during June quarter 

pre-sale customer tours in 

Australia and the US indicate 

that there is strong appetite for 

Buddy Ohn – BUD’s recently 

developed real-time electricity, 

gas, and water consumption 

monitoring system. The product 

could be a game changer for the 

IoT company with potential for 

significant share price gains as 

visibility improves on the +ve 

near-term impact of Buddy Ohm 

on the group’s revenue and 

profit lines.    

PepinNini (PNN) 
Sector: Materials / Lithium 

Market Cap: A$7.3m 

Share price: A$0.017 

State One target price: N/A 

Recommendation: Spec Buy  
 

 

PNN announced on 30 May that 

maiden diamond drilling at its 

Pocitos tenements was delayed 

by 2-3 weeks as a result of 

adverse climatic conditions 

(heavy snow). The share price 

fell significantly in response. 

We believe the share was 

oversold. First sample results 

(assays) are now expected in 

late June/early July. Positive 

results here could act as a 

significant share price catalyst. 

Based on peer group EV/t 

valuations, we value our 

estimated Maiden Resource at 

Pocitos of some 1.45Mt of 

Lithium Carbonate Equivalent 

(LCE) at US$45m (A$60m). 

Locality Planning Energy 

(LPE) 
Sector: Utilities 

Market Cap: A$32m 

Share price: A$0.027 

State One target price: A$0.041 

Recommendation: Spec Buy  
 
 

Recently secured debt facilities 

with NSW-based Moneytech 

Finance, has significantly de-

risked the group’s exciting 

growth plans;  the  Queensland- 

based electricity retailer is 

targeting to increase billable 

electricity sales from a current 

level of ~100GWh to 450GWh 

by mid-2020. At current sales 

levels we believe LPE is 

operationally cash flow neutral. 
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State One stock picks: share price history (A$cps)   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: IRESS, compiled by State One Stockbroking 
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ASX 200 – Materials Sector Ranking by Total Return  

Target Price and FY18E Dividend Yield as per IRESS consensus, share price as at close        

30 June 2017, compiled by State One Stockbroking. 
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Warnings and Disclosures 

These Research products and their contents at all times remain the property of State One Stockbroking Ltd (“State One”) 

and as such cannot be reprinted, distributed, copied, posted on the internet, in part or whole, without written prior 

approval from State One. The contents of this document constitute General Advice and have been prepared without taking 

account of your investment objectives, financial situation or needs. Because of that you should, before taking any action to 

acquire or deal in, or follow a recommendation (if any) in respect of any of the financial products or information mentioned 

in these documents, consult your own investment advisor to consider whether that is appropriate having regard to your 

own objectives, financial situation and needs. While State One believes information contained in these documents are 

based on information which is believed to be reliable, their accuracy and completeness are not guaranteed and no 

warranty of accuracy or reliability is given or implied and no responsibility for any loss or damage arising in any way for 

any representation, act or omission is accepted by State One or any officer, agent or employee of State One. If applicable, 

you should obtain the Product Disclosure Statement relating to any relevant financial product mentioned in this document 

(which contains full details of the terms and conditions of the relevant financial product) and consider it before making any 

decision about whether to acquire the financial product. The directors and associated persons of State One may have a 

long or short interest in the financial products discussed in these documents and they may earn brokerage, commissions, 

fees and advantages, pecuniary or otherwise, in connection with the making of a recommendation or dealing by a client in 

such financial products. Additionally, State One may earn fees due to having been appointed advisors to, or may be 

undertaking or about to commence research relating to any of the companies mentioned here. 
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