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Today’s ‘Stock Traders and Investors Free Weekly Wrap’
Article is based on an EXTRACT from our recent Edition 380 of the
Mentoring style ‘Investing & Online Trading’ Newsletter
Melbourne and Perth: ‘An Evening With Jim Berg’
Many traders and investors have asked for more
opportunities to gain direct access to Jim Berg - to
learn more about his common sense approach.
Now is your chance >>>
Jim’s new interactive events will provide you with an
excellent opportunity to clarify from Jim ‘live’ on the
details of his Trading Plan and to discover more on:
‘How to Trade and Invest with Weight-ofEvidence’.
The dates for Jim’s remaining Evening Seminars are as follows:
1. Melbourne: Thursday 8 November
2. Perth: Tuesday 13 November
All attendees will receive a FREE Bonus copy of Jim’s Guide ‘The Stock Trading Handbook’ and
4 recent complete Editions of our Newsletter. Also available: savings of $40 per seat.
As Jim will encourage questions and interaction during these evening seminars, places at each
location are limited. To secure your seat or to discover more, Click Here Now >>>

US Reporting and US & ASX Market Valuations
By James Gerrish
Disclaimer: The opinions and views on events, market direction and price targets provided by others in
this newsletter are not necessarily shared by ShareTradingEducation.com.

Today we feature this special report with our thanks to James Gerrish, Portfolio Manager at
Novus Capital Ltd in Sydney which he wrote at www.mymarketview.com.au on Monday 29
October:

US Reporting
* The US reporting season continued last week and there are a couple of obvious themes
playing out. Collectively, earnings have beaten expectations 62% of the time according to
Bloomberg data which is pretty much in line with historical trends.
* When you drill down into the composition of these earnings though, one element that we
monitor closely is revenue. We put a lot emphasis on revenue because it’s a good indication of
top line growth and takes out the impact of cost cutting measures - reductions in provisions
and the like.
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* Revenues have only beaten expectations 37% of the time for S&P 500 companies so far,
which is below the historical averages. This explains why a lot of the company CEO's in the
States have been relatively downbeat even when headline earnings have actually held up
pretty well.
* That said, economic indicators in the US seem to be picking up in Q3 - the housing market is
an example of this as the chart below shows - and this has helped to support an uptick in US
economic growth from 1.3% to 2%. Clearly this should be a positive for US corporates and
their Q4 numbers.

* So, this prompts the obvious question of valuation; Is the market still cheap or are
valuations stretched?.
In a nutshell, I think the market is still cheap from a historical context and this holds more
water given the policy intervention from central banks globally.
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* Today's chart (above) illustrates the price to earnings ratio (PE ratio) from 1900 to present.
Generally speaking, when the PE ratio is high, stocks are considered to be expensive. When
the PE ratio is low, stocks are considered to be inexpensive.
* From 1900 into the mid-1990s, the PE ratio tended to peak in the low to mid-20s (red line)
and trough somewhere around seven (green line). The price investors were willing to pay for a
dollar of earnings increased during the dot-com boom (late 1990s), surged even higher during
the dot-com bust (early 2000s), and spiked to extraordinary levels during the financial crisis
(late 2000s).
* Since the early 2000s, the PE ratio has been trending lower with the very significant but
relatively brief exception that was the financial crisis. More recently, the PE ratio has moved
slightly higher. It is worth noting, however, that even with this recent uptick, the PE ratio still
remains at a level not often seen since 1990. (Source; chartoftheday.com)
* Here's another view of PE's for the S&P 500

Current S&P 500 PE Ratio: 15.95
Mean: 15.48;

Median: 14.45;

Min: 5.31 (Dec 1917);

Max: 123.79 (May 2009)

* So although the PE on the S&P 500 is around long term historical averages, if we focus on
the last 20 years of data - it looks cheap.
* I also think there's a strong case that PE's should be higher largely on the back of the
stimulatory programs being rolled out by central banks globally.
* Now I'm certainly conscious of the fact that Central Banks are being active because the
global economy collectively is still fairly weak and there seems to be some structural issues in
some parts of the world, but the main supporting factor of higher PE's comes as a result of
what the bond buying programs have done to the other main asset class.
* Bond yields have been crunched as the chart below shows (as have the returns from cash) and equities are now yielding more which hasn't been the case historically.
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* So, it’s a case where the alternative has now become a lot less attractive, and anyone
wanting to maintain anything that resembles a decent return, needs to hold equities.
* I think this is probably a good indication of what is likely to play out in Australia over the
next 12 months of so. Cash rates will continue to come down - ditto to bond yields and equity
markets will finally break out of their 3 year trading range.
* If the global economy doesn’t get any worse, and financial conditions remain
accommodative, there is no reason why equity markets can't continue to rally. Any surprises to
the upside from an economic standpoint, could really get the market moving.
* There's little doubt that markets are still factoring in very subdued growth and that's why
valuations remain below historical averages - so if growth starts to surprise to the upside - as
we've seen by some measures particularly in the US, then the market can go a lot higher.

2.1.2 The Australian Context
* The charts below show both trailing and forward looking PE's for the Australian market.
Clearly, valuations are not stretched and from a historical perspective, the market seems to
bottom at 10 times earnings.
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* Combine this with rising dividends yields - which are high relative to other markets + other
asset classes and this should provide another supporting factor for share prices going forward
(as interest rates come back).

* This brings into play the longer term structure of the Australian share market. Clearly, we're
at an inflexion point after 3 years of going nowhere (- 6%).
Given the above metrics, I think the logical assumption is that the market is going higher over
the next few years - I sincerely hope that's the case.

Source; IRESS
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" Allow the time for
change and transformation.
It doesn't happen overnight,
but it will happen if it remains a focus ”
Catherine Taylor
CEO Powerhouse Coaching & Consulting
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To continue reading, either:
1. Download This Week’s Edition 380
for only $6.90 >>>

Or ………
2. Become a Member Now
with no lock-in contract and claim
your Free Bonus Welcome Pack,
worth $194

Click Here Now >>>
Disclaimer: Direct investing in the stock market can result in financial loss. Historical results are no guarantee of future returns. No
representation is being made that any account will or is likely to achieve profits or losses similar to those shown. Stock tips or ‘buy’ or sell
recommendations are not provided. This educational information is not designed to replace your Licensed Financial Consultant or your
Stockbroker. It has been prepared without regard to any particular person's investment objectives, financial situation and particular needs. This
information is of a general nature only so you should seek advice from your broker or other investment advisors as appropriate before taking any
action. The decision to trade and the method of trading is for the reader alone to decide. Avestra Capital Pty Ltd (Avestra) AFSL 292464, and
ShareTradingEducation.com (“STE”), as Corporate Authorized Representative of Avestra, disclaims all liability of Avestra, STE and its Associates
for any loss or damage suffered by any person by reason of the use by that person of, or their reliance on any information contained herein,
whether arising from the negligence of Avestra, STE or its Associates or otherwise. Refer also to the full disclaimer at the back of each newsletter
Edition and our Terms of Use.

5 November 2012

Stock Traders & Investors’ Free Wrap

7

Your FREE Stock Selection Tool
& Trading Guide Bonus
Welcome Package
(worth $194)
Become a Member of the Investing & Online Trading Newsletter and you will receive
FREE copies of Jim’s:

1. Stock Selection Tool:
to help you choose “WHICH Stocks to Buy?”
($97 value)

2. Guide:
‘How to Write Your Own Trading Plan’
So you will know WHEN to buy
importantly, when to SELL.

and

more

(another $97 value)

(You will be able to instantly download your
FREE Bonus Welcome Package within seconds from now)

There is no lock-in contract, so you may cancel at any time.
To become a Member and to claim your Free Bonus DVD/
Trading Guide Welcome package (worth $194),
Click Here Now >>>>
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Your FREE `Harsh Reality’ Report
Protection of capital and profits is a vital key to your long term survival
and profitability in the market.
A simple, yet highly effective, method to outperform was highlighted in
‘Why Retirement May No Longer be an Option – The Harsh Reality
Fund Managers Do Not Want You to Know’.
It is now available as a Special Free Report which you can download
easily by ‘liking’ us first at our new Facebook page:
`

Download your FREE ‘Harsh Reality’ Report >>>

DISCLAIMER AND COPYRIGHT Direct investing in the stock market can result in financial loss. Past performance is no indication of future
performance. Results reflect absolute trading stop loss discipline. Case study trades are monitored and managed in real time, and management
reports are delivered every week in the newsletter. Except where noted, all case study trades are notional examples using reasonably attainable
entry and exit points. Unlike an actual performance record, simulated results do not represent actual trading. Also, since the trades have not
actually been executed, the results may have over or under compensated for impact, if any, of certain market factors, such as lack of liquidity. No
representation is being made that any account will or is likely to achieve profits or losses similar to those shown. Full trade summaries, with
charts, are provided each year. In preparing this newsletter ShareTradingEducation.com (“STE”), as Corporate Authorized Representative of
Avestra Capital Pty Ltd (Avestra) AFSL 292464, has not taken into account the investment objectives, financial situation and particular needs of
any particular investor. Before making an investment decision on the basis of this newsletter and the accompanying material, the investor needs
to consider, with or without the assistance of an adviser, whether the advice is appropriate for them in view of their individual financial
circumstances. Any projections made in this letter are estimates only and no guarantee is provided that those projections will be realised. Further,
STE and/or Avestra do not warrant the accuracy of the information in this newsletter. STE and/or Avestra and its officers, employees, agents,
associates and alliance partners (“Associates”) may have or may obtain an interest in the securities referred to in this letter and will receive
commissions, brokerage and other fees from dealing in the securities or advising in respect of the proposed listing of the securities.Avestra and/or
STE believe that the information contained in this letter was accurate at the time it was compiled. Avestra and/or STE do not warrant that the
information contained in this letter is accurate, complete, reliable or up to date and to the fullest extent permitted by law disclaims all liability of
Avestra, STE and its Associates for any loss or damage suffered by any person by reason of the use by that person of, or their reliance on any
information contained herein, whether arising from the negligence of Avestra, STE or its Associates or otherwise. These analysis notes are based
on the authors’ experience of applying technical and fundamental analysis to the market and are designed to be used as a tutorial showing how
fundamental and technical analysis can be applied to a chart example based on recent trading data. Stock tips or ‘buy’ or ‘sell’ recommendations
are not provided. This newsletter is a tool to assist you in your personal judgment. It is not designed to replace your Licensed Financial Consultant
or your Stockbroker. It has been prepared without regard to any particular person's investment objectives, financial situation and particular needs
because readers come from diverse backgrounds, with diverse objectives and financial situations.
Liability: This information is of a general nature only so you should seek advice from your broker or other investment advisors as appropriate
before taking any action. The decision to trade and the method of trading is for the reader alone to decide. The authors and publisher expressly
disclaim all and any liability to any person, whether the purchase of this publication or not, in respect of anything and of the consequences of any
thing done or omitted to be done by any such person in reliance, whether whole or partial, upon the whole or any part of the contents of this
publication. Whilst all care has been taken, Avestra and/or STE and their officers, employees and agents or the authors or contributors of this
newsletter accept no liability for any reliance upon any material and information provided by them and no responsibility is accepted for any losses,
charges, damages or expenses which may be sustained or incurred by any participant or otherwise by reason of any reliance upon the materials
or information given.
Copyright: The information contained in the newsletter is copyright and for the sole use of trial and prepaid readers. It cannot be circulated to
other readers without the permission of the author. Each issue incorporates fingerprint protection that enables us to track the original source of
pirate copies. Contributed material reflects the personal opinion of the authors and is not necessarily those of the publisher. Articles accurately
reflect the personal views of the authors. Sharetradingeducation.com is an independent financial education organization and research is supported
by subscription fees and affiliate rebates. OFFICES; Copacabana, NSW 2251, Australia; and, Glen Iris, Victoria, 3146 Australia.
Disclosure of Interest: Avestra/STE and their associates and authors of the Investing & Online Trading Newsletter© team may hold shares in
the companies featured in this newsletter. Further Conditions are specified in the Terms of Use at www.sharetradingeducation.com.

Did You Enjoy this week’s Free Weekly Wrap? If so,

Please email this on and
share it with someone else
They'll appreciate it and so will we! Please do not spam, thank you.
If you have been sent this by a friend, we invite you to sign up to our Free Club
at www.ShareTradingEducation.com - to receive your:
 Future copies of the Free Weekly Wrap - sent directly to you
 Jim Berg’s Free AUDIO MP3 - ‘3 Steps to Successful Investing’
 FREE Report:‘Jim Berg Dispels the Myth’
To YOUR Success - from Jim Berg and the ShareTradingEducation.com team
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