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Our clients enjoyed another spectacular year in 2006, 
outperforming expectations and benchmarks.

Good asset and asset class selection coupled with the 
generosity of the market returned double-digit growth 
across all portfolios, from the conservative cash bi-
ased ones to the high growth equity portfolios. Our 
calls on Global Listed Property and International and 
Australian infrastructure funds and shares (eg: SP 
Ausnet and Babcock and Brown Infrastructure) pro-
vided a healthy boost to portfolios for relatively low 
risk.

NEW IDEAS

Our ideas are generated from our constant learning 
and research provided by UBS in Australia and in Zu-
rich, Goldman Sachs, Macquarie Bank, Merrill Lynch 
and other premier International and Australian insti-
tutions and journals. Our diverse client base also keep 
us “plugged into” what is happening on the ground in 
Australia and internationally.

Soft Commodities and Agribusiness: 
With sugar and coffee prices 80% and 70% off their 
previous highs, and with the staggering growth of the 
Asian economies, it is not just the hard commodities 
that will continue to benefit. The demand for these 
types of agricultural products is going to increase dra-
matically. We are not saying to “buy a farm”, rather 
participate in the price and volume increases as BHP 
and Rio Tinto have demonstrated in hard commodi-
ties. As we are ahead of the market currently in Aus-
tralia, we will continue to search for new product 
that will expose our clients to the future growth of 
soft commodities and agribusiness. Our view was re-
cently corroborated at our meeting with Jim Rogers, 
renowned former investment manager of the Soros 
Quantum Fund and founder of the Rogers Interna-
tional Commodity Index. 

Gold: We stick firmly to our “old” new idea. We re-
main bullish and expect a gold price above US$700 
this year and to continue to target the highest gold 
price ever achieved of US$850 in 1980 within the 
next 2 years. Gold shares will be a major beneficiary 
of the price appreciation, but with very few Australian 
gold shares remaining, we have now sourced a world-
class globally diversified gold mining Fund that will 
reduce risk and increase coverage.  

Long-Short Asia:
We remain very enthusiastic about Asia generally and 
China specifically, the world’s new “Capitalist Super-
power”. The MSCI Asia Pacific index returned 24% 
per annum compounded over the last 4 years. 

Over the last 19 years, however, the annual compound 
return per annum equates to 1.2% as measured by the 
same index. (Bloombergs). As Asia can swing in ex-
tremes, investments there need to be constantly man-
aged. Unlike most Western markets where a “long” 
only approach rewards risk with return, our method-
ology will include the ability to short markets in or-
der to profit from down-swings. The Platinum Group 
adopt this approach, and we will be complementing it 
with a quantitative angle as well.

UK and European REITS (Real Estate Investment 
Trusts):
Australia, the USA and the Netherlands are world 
leaders in the “securitization” of property. This trans-
lates into what Westfield did with the rolling up of 
a portfolio of commercial properties into a Westfield 
unitised Listed Property Trust structure owned by the 
investing public. Amazingly, the UK and Europe are 
only now rolling out REIT legislation. We foresee  
momentum in these new REIT markets picking up as 
the year progresses and our global property securities 
managers have advised overweight positions in these 
new markets to benefit from this change .

Private Equity:
We are constantly on the lookout for long term un-
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listed opportunities for wholesale clients that we are 
finding through our various private and institutional 
networks. 

Medical & Biotechnology:
With longer life expectancies and improving health, 
we will look to invest into this sector.

Green Technology:
We are strong believers in this sector (non-fossil fu-
els, wind power and water recycling), but will invest 
slowly as we do not want to be too early in our entry.

LOOKING AHEAD

Interest rates: We expect a benign rate environment 
locally and internationally, with   movements within 
0.25% of the current 6.25% Reserve Bank cash rate 
in Australia.

Currency:  The A$ may weaken against a basket of 
international currencies excluding the US$, due to 
our burgeoning current account deficit and possible 
interest rate decreases. The currency could strengthen 
against the US Dollar that is under immense pressure, 
with US indebtedness increasing to the rest of the 
world by US$1trillion every 15 months.

Commodities/Resources: BHP, RIO and Woodside 
Petroleum are our preferred core-holding stocks. We 
see the recent price weakness as an opportunity to add 
to these stocks. These shares remain cheap on a mul-
tiple basis (BHP – 9.5 times and RIO 9.4 times for-
ward earnings respectively - UBS research). The cash 
generated is also at record levels - Rio , for example 
has only 8% debt & interest cover of 89 times.

Housing: Our assessment of the market coupled with 
that of many of our property investing and developing 
clients is that the residential housing market is near its 
bottom and may soon move up off its base.
 
International Equity markets: Europe & China both 
look to be the 2007 out-performers relative to other 
markets including the US, Japan and India. 

The US is our least liked region albeit that we expect 
a soft landing.

Australian Equities: We expect total (income and 
capital) returns around the 10% mark. We expect the 
string of deals from Private Equity Firms as well as 
the flow of money into superfunds resulting from the 

latest Government amendments to support the do-
mestic market.

IN SUMMARY:

We see another reasonable year for most asset classes. 
The investment landscape is well balanced. Global 
markets are flush with liquidity and inflation is under 
control.
We caution you, however! Australian equity market 
returns over the last three years of 24.5% per annum 
(with income reinvested) are not sustainable. We are 
concerned that the “bar has been lifted” to unrealis-
tic levels and that clients may be expecting too much 
going forward, particularly those who are heavily in-
vested in the market. 

Our approach and style is to cautiously invest on a 
staggered basis into value, as timing the market is 
risky. The process of continuous internal review and 
review with our clients keep the portfolios in check. 
We will continue taking profits by selling or lighten-
ing when we think assets or asset classes are becom-
ing expensive. We still favour assets that can sustain 
good dividend yields as these are robust in bad times. 
And we will keep shifting from expensive asset class-
es to emerging new ones on a gradual but definitive 
basis (examples are lightening out of Australian listed 
property trusts to global LPT’s and Australian equi-
ties into international equities).
While we cannot be immune to the market, we will 
strive to continue the successes for our clients that we 
have achieved over the years. 

CONTACTING US:

Our team includes:
Barry Mendel – Chairman and Adviser
Saul Borowitz – Managing Director and Adviser
Jill Nes – Senior Asset Manager and Researcher
Stuart Sheary – Financial Planner 
Ana Cukar – Financial Planner
Colleen Weber - Administration 

Please contact us should you wish to discuss your cur-
rent portfolio or utilise our expertise in wealth man-
agement and investment strategy.
  


