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The Aussie stock market
Over the last couple of weeks, we 
have seen considerable volatility in 
the market; understandably, some 
investors have been concerned. 
What has been happening out 
there? Firstly, valuations in our 
domestic market had been trending 
above long-term averages, so once 
news broke of the subprime issues 
in the US and the subsequent tight-
ening of credit markets, it was an 
easy excuse for professional traders 
to close long positions and then 
look for opportunities to “short” 
the market once the evitable bad 
news stories were going to be given 

a lot of coverage. 
The financial sector, notably 

MBL, BNB and AFG, has suffered; 
the appetite for risk among 
investors has certainly decreased 
in the short-term, though it could 
be argued it has now returned to 
a much more sensible level. The 
amount of leverage being employed 
in the market has certainly contrib-
uted to the sizes of the moves we 
have seen.

What’s for our market going 
forward? Australia’s economy is in 
good shape, we are experiencing 
low unemployment, high demand 
for our natural resources and the 

global economy is forecast to grow 
steadily. One other risk to keep an 
eye on is the possibility of rising 
inflation, which may prompt central 
banks to raise interest rates.

So watch for opportunities to 
acquire quality blue-chip stocks 
on these dips. An example is WBC, 
now trading on a fully-franked 
yield of 5.6% for 2008. Investigate 
opportunities in the Energy 
sector; there is global demand that 
shows no sign of abating for some 
time. Ensure you stick to quality 
companies.

If you have any questions on 
investing in the stock market, 
please contact Stephen Ellis 
or Colin Booth on (02) 9258 
8970 or write to tolhurst@ 
theepochtimes.com.au.

General Advice Notice – this advice 
does not take into account any person’s 
personal financial situation and before 
acting on this advice you need to consider 
whether it is appropriate for your own 
personal financial situation. 
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Gold
Gold never traded 
to our preferred 
entry  point  of 
$US650; given 

recent events, we are happy taking 
on long positions at $US660. 

Why? In the wake of the recent 
financial meltdown in the US, 
traders have gone to cash. This 
has weighed on the price for Gold; 
however, the market has been well 
supported by physical purchases. 

As mentioned in past reports, 
we find that the physical market 
seems to dictate the support and 
resistance levels for Gold. This is 
the case this time as we have found 
support merging from physical 
Gold purchases around $US660. 

Given this, we expect Gold will 
hold up and expect to see some 
inflationary pressures creeping 
through the market as a result of 

Oil trading to record highs. 
Look for a breakthough at 

$US671 to add to positions or to 
enter a long position, as this will 
conclude that we are about to enter 
into a new and higher price range. 
Resistance still stands at $US692. 

Oil
Remains stuck to its high range 
having tested both record highs 
and recent lows. As mentioned in 
our last report, Oil has traded off 
record prices; however, the bounce 
looks to be significant and we are 
questioning whether or not a high 
is in place given the same occurred 
last year. 

Recent DOE reports indicate 
that Gasoline builds are continu-
ing; however, they are still at 9 
year lows. 

More alarmingly, Crude Oil 
inventories declined the most for 
the year this week by 6.5 million 
barrels as refiners look to step up 
production.

Refiner utilisation rates are up to 

93.6%, which remains encouraging 
for supply. 

However, is this enough to meet 
demand as higher prices appear to 
have done little to dampen enthu-
siasm for the commodity? 

Demand expectations for 2008 
are just as buoyant as they were 
for 2007. OPEC has decided not 
to increase supply and as China 
is looking to increase demand by 
5.6%, we can expect to see prices 
remain well supported. 

However, our technical picture 
is giving us a completely different 
view. Oil has significant divergence 
in momentum and price; this tradi-
tionally has given us a clue that the 
trend is about to change. 

Although we are bullish, it may 
be a good opportunity to take some 
profits off the table and/or entry 
into a few put options.

AUD
The recent move in the AUD looks 
to have cleared out a lot of weak 
longs. As mentioned in last week’s 

report, the AUD trades “up the 
stairs and down the escalator”. 

This has occurred, as we have 
seen a move from $US0.8865 
to $US0.8445. So now we can 
expect the market to consolidate 
and prices to gravitate to the top 
side again. As to whether or not it 
will trade back to $US0.8850 is 
another story. 

We are content having small 
longs to which we can scale up if 
prices continue higher. Happy to 
be long with stops at $US0.8430.

Jonathan Barrat t  can  be 
contacted on 1300 660 734 
o r  c o m m o d i t y b r o k i n g @ 
theepochtimes.com.au for any 
enquiries on commodity trading.

Jonathan is holding a seminar 
on trading Oil during August. Visit  
www.commoditybroking.com.au 
for more information.

DISCLAIMER: Commodity Broking Services and The 
Epoch Times expressly advise that they shall not be 
liable for any loss or damage, howsoever, arising out of 
this communication. Readers should seek independent 
advice before acting on any information provided.

Hedge fund woes won’t 
end with Macquarie
Asia-Pacific investors should 
brace for further managed fund 
blow-ups after Australia’s largest 
investment bank, Macquarie Bank, 
became the third fund manager in 
the country to warn of heavy losses 
on bad bets from credit markets.

And odds are good that the next 
victim will once again surface in 
Australia, whose more developed 
hedge fund industry is also more 
exposed to the global credit market 
squeeze than its Asia-Pacific 
peers.

The combination of volatile 
markets, a rush by investors to 
cash out and the inability to sell 
portfolios of complex, debt-linked 
instruments may cause other funds 
in the region to freeze redemptions 
or fail outright, analysts said.

“I do know that there’s likely to 
be more out there. We’re seeing 
some other managers, some of 
the funds, getting into similar 
issues,” said Scott Lothian, head 
of manager research for Asia ex-
Japan at investment consultant 
Watson Wyatt Worldwide.

“It’s really hard to get visibility 
at the moment on how far it’s 
going to spread.”

Macquarie warned last week that 

two funds investing in securitised 
loans could lose up to a quarter 
of their value or more than $300 
million. While the funds had assets 
of just over $200 million, their 
investment value was magnified 
by gearing of more than six times.

The warning followed the sus-
pension of withdrawals last month 
by two Australian hedge funds 
– Basis Capital and Absolute 
Capital – as managers try to avoid 
a fire sale of assets. Both funds 
were caught out by volatility in 
the market for collateralised debt 
obligations (CDOs).

According to funds consultancy 
Eurekahedge, 70 per cent of the 
$35 billion in assets managed by 
Australian-based hedge funds is 
invested on a global basis.

“Outside Australia, Asian fund 
managers are exposed to Asian 
equities and not the US credit 
market. However, in Australia, 
some more skeletons may come to 
light,” said Marc Faber, managing 
director of Hong Kong investment 
advisory firm Marc Faber Ltd.

While most Asia-Pacific hedge 
funds may have no direct exposure 
to  US credit  market  woes, 
investors still need to be cautious 

because the funds could still come 
under pressure in a “cross asset 
negative sentiment spiral”, said 
Jay Moghe, managing director at 
Opes Prime Asset Management in 
Singapore.

“Macquarie’s case shows that it 
is really sentiment-driven. Risk 
has suddenly reappeared, mani-
fested by plunging stocks of banks 
connected to debt, but not neces-
sarily to subprime, and affected by 
volatility soaring,” he said.

Not all analysts expect the credit 
crunch to claim more fund victims 
in the Asia-Pacific region. Some 
think the situation with the Basis, 
Absolute and Macquarie funds was 
unique.

“ T h e s e  t h r e e  c a s e s  a r e 
somewhat, I wouldn’t say inter-
linked, but I would say that you 
should take them on a case-by-case 
basis,” said Chi Hao Lee, regional 
director in Hong Kong for fund of 
funds manager Forsyth Partners.

“It also goes back to the law of 
averages. The more players you 
have, the higher likelihood of one 
of them failing. But I think the 
biggest surprise is the extent of 
those failures.”
Reuters

The global fallout from the ailing US subprime market could 
further hit managed funds in Australia. 

Qantas prepares for massive price-fixing fine
Qantas is embroiled in an air cargo 
price-fixing investigation that 
has already cost British Airways 
$US300 million ($A350.2 million) 
in fines, but analysts say it won’t 
fundamentally alter the market 
perception of the stock.

Australia’s largest airline says 
it is “watching developments” of 
a United States Department of 
Justice (DOJ) investigation into 
price-fixing in the air cargo market, 
having previously conceded it 
probably breached competition 
laws.

Representative proceedings have 
been filed in the Federal Court of 
Australia against Qantas in relation 
to alleged price-fixing of air cargo 
fuel surcharges.

Qantas has also been named as 
a defendant in a class action in the 
US District Court in New York.

Qantas Chief Executive Geoff 
Dixon had previously confirmed 
the airline faced a liability, but the 
magnitude would not be known 
until early next year.

Qantas first received a subpoena 
from the DOJ in May 2006 to 
produce documents relating to 
prices set in the air cargo market. 
In the target statement released 
in February, during the il l-
fated takeover attempt, Qantas 
revealed that a review of its opera-
tions showed it probably hadn’t 
complied with international com-
petition law.

“During this investigation 

Qantas learned that the practice 
adopted by Qantas Freight, and 
the cargo industry generally, to fix 
and impose cargo fuel surcharges 
is likely to have breached relevant 
competition laws,” the document 
said.

“Qantas has been co-operating 
fully with all regulators and will 
continue to provide information to 
assist with their investigations.”

A Qantas spokesman said 
the airline was monitoring the 
situation.

“We are watching develop-
ments,” the spokesman said.

Qantas previously warned it 
may have breached international 
competition laws in its 2005-06 
preliminary final report.

CommSec aviation analyst 
Cassandra Meagher said a fine 
of a similar magnitude to that 
imposed on British Airways would 
be financially painful, but could be 
withstood.

“It would definitely have an 
impact on their balance sheet,” Ms 
Meagher said.

“But in terms of the perception 
of the stock, other airlines have 
been involved as well.

“My understanding is they were 
unaware there was a problem until 
the point of the investigation, so it 
is a defensible position.

“It won’t have a big impact; it’s 
more around earnings that there 
would be an issue,” she said.
AAP

Qantas has admitted its guilt in the cargo price-fixing conspiracy and is expected to pay millions in fines.

Mexican telecom tycoon Carlos 
Slim, who is estimated by some 
calculations to be wealthier than 
Microsoft founder Bill Gates, said 
he did not care if he was the world’s 
richest person.

“It’s water off a duck’s back to 
me,” the cigar-smoking Mr Slim 
told foreign correspondents. “I 
don’t know if I’m No.1, No.20 or 
No.2000. It doesn’t matter.”

In July, a journalist who tracks 
the fortunes of wealthy Mexicans 
said Mr Slim was worth an 
estimated $US67.8 billion ($A79 
billion) and had overtaken Mr Gates 
as the world’s richest person.

Carlos Slim hit the No.1 spot after 
a recent surge in the share price of 
his America Movil, Latin America’s 
largest cell phone company, 
according to Eduardo Garcia of the 
online financial publication Sentido 
Comun.

Mr Garcia said that the share 
price surge made Mr Slim close 
to $US8.6 billion ($A10 billion) 
wealthier than Bill Gates, whose 
estimated worth was $US59.2 
billion ($A69 billion).

Mr Slim, 67, told foreign jour-
nalists at a luncheon last week that 
making sure his job was compatible 
with his family or personal life was 
more important than his wealth.

Mr Slim is known for his Midas 

touch in turning struggling 
businesses into profit-making 
machines.

Forbes magazine reported in 
April that Mr Slim had overtaken 
billionaire US investor Warren 
Buffett for the No.2 spot in the 
world’s richest list, but it is not 
scheduled to recalculate Mr Slim’s 
wealth until next year.

In Mexico, a small elite holds 
most of the country’s wealth and 
about half the population lives on 
less than $US5 ($A5.8) a day.
Reuters

Mexican Slim passes 
Gates as world’s richest

Mexican telecom tycoon Carlos 
Slim.
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Parking costs worldwide 
go through the roof
Cindy Chan 
The Epoch Times • Toronto

Exacerbated by a dearth of space 
and too many cars, parking costs 
in Canada and around the world 
are continuing to rise. 

A survey by global real estate 
services firm Colliers International 
found that parking rates in the 
US have increased for the fourth 
year in a row and have risen 8.1 
per cent in Canada in the last 12 
months. 

Across Canada, the median rate 
for parking now averages $C205.75 
($A227) per month, with Calgary 
being the most expensive at $C350 
($A386) per month. 

South of the border, the most 
costly parking district is Midtown 
Manhattan, at a whopping $US630 
($A735) per month. Manhattan 
is the second most expensive at 
$US500 ($A583)  per month and 
third is Boston at $US460 ($A537) 
per month. 

Colliers says there is a direct cor-
relation between the rising cost of 
parking and “the ongoing strength 
of the office market”; as businesses 
occupy more office space, parking 
inventory shrinks. 

“Demand is greater than supply, 
so when that happens the price 
increases,” says Ross Moore, 
senior vice-president of research 
at Colliers International. 

More than 19 per cent of US 
parking garages polled by Colliers 
have waiting lists, with the waiting 
time for a space averaging 4.9 
months, up from 3.4 months a 
year ago. The bright spot, however, 
is that many cities do not have 
restrictions on parking garage 
construction; 43 per cent of cities 
polled indicated that new garages 
will be built within the next two 
years. 

Mr Moore says Calgary is the 
only city he’s aware of in North 
America that “really restricts” more 
parking garages, having opted in 
the past for surface parking, which 
accommodates far less vehicles. 
Adding to the problem, most of 
Calgary’s office space is concen-
trated in the downtown core, 
resulting in the necessity for more 
parking spaces. 

London tops the list
But as high as North American 
parking costs are, they pale in 
comparison with London, which 
tops the lot with median monthly 
rates of $US1198 ($A1400) per 
month. It costs $US1162 ($A1355) 
per month to park in London’s 
West End. 

In an effort to keep traffic out of 
the city, the mayor of London has 
imposed an additional “congestion 

charge” on drivers, which comes to 
over $18 per day. If not paid within 
24 hours, this charge increases to 
more than $US100 ($A117). 

“That’s on top of having to pay 
over ₤4 ($A9.50) an hour on a 
parking metre – which comes to 
about ₤40 ($A95) a day in tax 
before you even start work at all,” 
says James Corrigan, a building 
maintenance worker in London. 
“It’s nothing to do with traffic 
control, it’s just raising tax.” 

Mr Corrigan believes those 
who work in the trades and need 
to transport tools and equipment 
in their vehicle should be exempt 
from the congestion charge. 
Presently, only black cabs are 
exempt. 

He says that both traffic wardens 
and “a battery of cameras” are 
ever-vigilant throughout the city, 
keeping an eye on drivers who 
might try to avoid paying the con-
gestion charge. 

O t h e r  e x p e n s i v e  p a r k i n g 
districts in the world include 
Tokyo, where it costs a hefty 
$US702 ($A818.7) per month, 
Sydney $US688 ($A802.4), Hong 
Kong $US682 ($A795) and Paris 
$US324 ($A377.9). 

Also, among the highest in the 
world is the cost of parking at 
Sydney’s Airport, with the rates 
surpassing London’s Heathrow 
and even New York’s JFK. 

Reports suggest that a whopping 
profit of $A170 million is made at 
Sydney’s Kingsford Smith Airport 
every quarter. Drivers pay $A7 
for a 30-minute stay in Sydney. 
This compares to Japan’s Narita 
Airport cost of just $A5.3 for 30 
minutes or Heathrow’s $A5.2.

At Paris’s Charles de Gaulle 
Airport, the 30-minute price for 
parking is $A4.7 while at JFK 
Airport it costs a mere $A4.

Costly parking...a recent report 
highlighted parking spaces 
in most major metropolis 
cities around the world have 
skyrocketed. Stefan Simonsen/AFP/Getty Images
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