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Market and sector EPS growth (%) 
Pro-rated to 
June 

FY17A FY18E FY19E FY20E 1 yr fwd 

All Companies 15.4 6.0 8.5 4.1 8.1 

Banks 3.2 -0.6 4.1 2.0 3.4 

Property Trusts 2.0 4.0 4.5 3.8 4.5 

Resources 143.7 27.9 7.3 2.6 10.5 

Industrials  2.8 1.7 13.9 6.8 12.0 

 
Market and sector PEs (x) 
Pro-rated to 
June 

FY17A FY18E FY19E FY20E 1 yr fwd 

All Companies 17.2 16.2 15.0 14.4 15.2 

Banks 12.3 12.4 11.9 11.7 12.0 

Property Trusts 17.3 16.6 15.9 15.3 16.0 

Resources 18.9 14.9 13.9 13.6 14.1 

Industrials  21.1 20.5 18.0 16.9 18.4 

 
Market and sector DPS growth (%) 

Pro-rated to June FY17A FY18E FY19E FY20E 1 yr fwd 

All Companies 9.8 3.4 4.8 4.4 4.6 

Banks -0.4 1.5 2.8 1.6 2.6 

Property Trusts 3.0 2.5 3.1 4.3 3.1 

Resources 86.4 30.3 -2.2 -0.6 2.9 

Industrials  6.9 -3.7 10.5 9.0 8.3 

 
Market and sector Dividend Yield (%) 
Pro-rated to 
June 

FY17A FY18E FY19E FY20E 1 yr fwd 

All Companies 4.2 4.4 4.6 4.8 4.5 

Banks 6.3 6.4 6.6 6.7 6.6 

Property Trusts 5.0 5.1 5.3 5.5 5.2 

Resources 2.8 3.5 3.5 3.5 3.5 

Industrials  3.6 3.5 3.8 4.2 3.8 
 

 

Source: Macquarie Research, May 2018 

 

 
 

 

Australian Equity Strategy 
Cautiously optimistic 

Key points 

 The tone of the 2018 Macquarie Australia Conference was cautiously 
optimistic. 

 The key themes were: 1) A focus on strong balance sheets; 2) Costs remain 
a focus to support earnings. 

 3) Investment in technology and a digital approach to operations; and 4) 
Demographics and an ageing population. 

 

 

Macquarie Australia Conference 

 The tone of this year’s conference was cautiously optimistic. This was 

reflected in a greater number of companies announcing positive updates 

and/or guidance than negative. Similar to last year’s conference though, most 

presentations were down the middle and either presented an unchanged 

financial position, or did not provide a financial update. 

 Corporates were cautiously optimistic on the domestic economy, 

highlighting macroeconomic indicators such as unemployment and population 

growth continuing to remain supportive. TCL confirmed our view that the 

infrastructure investment cycle has longevity, commenting on the support 

being provided by the government, given Australia has an $800bn 

infrastructure backlog. This support is likely to be confirmed again in next 

week’s Federal Budget. The consumer has been a concern for some time 

given weak income growth and high levels of household debt, but corporates 

were generally neutral on the topic.  

 We identified a number of key themes from the conference, including: 

1) A focus on strong balance sheets, be it continuing balance sheet repair 

(ORG), a reduction in debt (FXJ, ORG), maintaining a debt-free balance 

sheet (MLX, NST, OZL), or managing a rising interest rate environment 

(APA, CSL, TCL). 

2) Costs remain a focus to support earnings with a spotlight on labour costs 

(SGP), input costs (AMC, JBH), overhead costs (WOR), and costs 

relating to rising interest rates (BOQ, GMG, SUN). 

3) Technology and a digital approach across both old and new economy 

stocks to drive an improvement in efficiency, lower costs and to improve 

customer service. 

4) Demographics driven by the rise in population growth globally and in 

Australia (QAN, SYD, TCL, WES), an ageing population and longer life 

expectancy (CGF, OCA NZ, MPL, SGP) as well as the rise of the Asian 

consumer (BKL, SYD).  

 Key companies that provided positive financial updates or upgrades to 

guidance included ARB, ASX, CTD, DHG, FXJ, NEC, QAN, VCX and WTC. 

Companies that provided negative financial updates or downgrades to 

guidance included AMC, GTY, IVC, JBH and SXL. 

 Stock performance over the three days largely captured the financial updates 

provided by the companies that presented. Significant positive price moves 

came from SWM, WTC, CGF, MIN and MLX. Significant negative price moves 

came from IVC, GTY, JBH, 3PL and AMC. 

http://www.macquarie.com/research/disclosures
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This year’s conference brought together CEOs or CFOs of c110 companies with almost 800 investors over 

three days of meetings. The event provided insights into the key themes being discussed by senior 

management with investors. 

The Australian economy is improving 

Corporates were cautiously optimistic about the domestic economy, and importantly did not announce that 

underlying conditions were deteriorating. The macro environment is providing benefit to pockets within the 

Australian market. Infrastructure (TCL) is the callout here, of which the government is supportive, given the 

large infrastructure backlog and the requirement for upgrades and new infrastructure given strong 

population growth. Whilst labour market conditions have eased year to date and wage inflation remain low, 

some corporates are thinking about the impact of an improvement in these conditions. SEK for instance 

will benefit in an environment where the economy is performing better and unemployment is falling, but the 

company has called out the potential negative impact that higher wage inflation can have on employment. 

Some corporates who conveyed opinions on the economy were: 

 Bank of Queensland (BOQ): BOQ has seen an improvement in housing and commercial lending 

growth. We believe this is due to the negative publicity that the big 4 banks have been receiving of late. 

BOQ is cautiously optimistic on the economy, with conditions supportive of small business, and 

impairments remaining low at 39bps of total loans. BOQ, amongst other corporates, expects slowing 

credit growth.  

 Bendigo and Adelaide Bank (BEN): BEN expects system growth to slow with significant regulatory 

implications already impacting growth. BEN has noted that macroeconomic indicators including 

unemployment and population growth remain supportive. 

 Stockland (SGP): The company is not as concerned about retail as some would have expected, seeing 

an improvement in retail sales growth more broadly. SGP continues to focus on quality stores and 

higher-growth categories (given apparel sales continue to decline), but note that retailers are focussing 

more on store profitability than rollout of new stores. The Stockland Residential business has noticed 

that customers are taking longer to get their loans approved by banks, given the latter are requiring 

more documentation. This however has not resulted in a large increase in customers not getting loans. 

Additionally, first-home buyers are continuing to benefit from initiatives including first-home owner 

grants. SGP has also pointed toward tighter credit conditions, but not necessarily a credit crunch. 

 Transurban Group (TCL): TCL’s business characteristics are favourable in an inflationary 

environment, with the company highlighting inflation-linked pricing escalators in concession agreements 

for instance. The CEO, Scott Charlton, expects a rising inflation environment will likely stimulate positive 

revenue outcomes.  

Fig 1 Australian GDP growth has improved in an underlying 

sense 

Fig 2 Rising job vacancies foreshadow further improvement 

in the unemployment rate… 

  

Source: FactSet, Macquarie Desk Strategy, May 2018 Source: ABS, Macquarie Desk Strategy, May 2018 
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Corporates are focussing on balance sheet strength 

A focus on balance-sheet strength was evident throughout the conference across a range of sectors, 

particularly given the expectation that interest rates will gradually rise going forward. Whilst not all 

corporate balance sheets are in great shape, it was evident that corporates are aiming to manage balance 

sheets prudently, by reducing debt, and reducing the risk of stress despite some being able to be more 

aggressive with their gearing ratios (CSL). Debt maturity profile was also an important topic during this 

period of historically low rates during which corporates have borrowed at almost no cost. 

 APA Group (APA): The company reiterated that the impact of rising interest rates on the business has 

been overstated, highlighting that it could issue debt today at ~5%, which is lower than its current 

WACD of 5.6%, with bonds to be refinanced during FY18-21 to lower APA’s WACD as its interest rates 

range from 6.8% to 11.9% 

 CSL (CSL): CFO David Lamont indicated the company could be more aggressive with their target 

gearing ratio (current range 1.0x-1.5x) but doesn’t want to risk stress. The ratio is expected to come off 

modestly given the cessation of the share buyback. The debt maturity profile is well-balanced (average 

life of 5.8 years—relatively short duration given interest rate risk). 

 Fairfax Media (FXJ): The company has completed a $920m net debt reduction over the past four 

years. 

 Goodman Group (GMG): has been a beneficiary of low bond rates resulting in lower cap rates. This 

will no longer be as great a tailwind going forward and GMG is keeping gearing low at 6.4% with a 

weighted average cost of debt at 2.4%. 

 Metals X (MLX): The balance sheet holds no debt and $83m of cash and working capital investments. 

 Northern Star Resources (NST): Was quick to point out its sector-leading balance sheet, holding no 

debt and $439m in cash. The company noted that whilst its “war chest” is ready should opportunities 

arise, it will not be chasing growth for growth’s sake. 

 Oil Search (OSH): Balance sheet remains strong and has been a beneficiary of high crude oil and LNG 

pricing. Whilst OSH has produced a strong and profitable resource base, the company noted that it is 

managing its balance sheet carefully and prudently. 

 Origin Energy (ORG): ORG is continuing its journey to repairing its balance sheet and reducing debt.  

 Oz Minerals (OZL): Despite the company’s growth focus, OZL holds no debt and has a cash balance of 

$646m. The cash and scrip offer for Avanco Resources (AVB) maintains the company’s flexibility for 

capital management and future growth options. 

 Qantas Airways (QAN): QAN retains a disciplined allocation of capital. The company has net debt 

within their target range of $5.0-6.2bn (investment grade credit rating lowers the cost of capital). 

 Transurban Group (TCL): CEO Scott Charlton indicated that the balance sheet is positioned for a 

rising interest rate environment. The company has taken advantage of historically low rates and has 

hedged 98% of its debt to fix their interest until refinancing. 

CAPEX thematic has longevity 

We introduced the capex thematic over a year and a half ago. The market has been excited about the 

prospect of a ramp-up in capex and economy-wide data continues to supports this. Resources capex is 

about efficiency (adopting automation) rather than Greenfield and while firms are spending on technology 

for productivity gains it remains very early cycle and we expect gains to progressively come from growth 

rather than the expense of labour.  

 ASX (ASX): CEO Dominic Stevens noted that capital expenditure has increased and the company is 

accelerating work to contemporise technology platforms. FY18 capital expenditure guidance remains 

circa $50m and $70m in FY19. The company is working on projects including SYCOM replacement, 

secondary data centre, ASX net upgrade, CHESS replacement and operational infrastructure. 

 CSL (CSL): The presentation was focused on capital allocation to optimise financial returns, whether 

that be through R&D (~1/4 of capital allocation) or other. CSL is focused on growth and innovation, and 

intends to lift the spend on R&D and capital expenditure by ceasing the buyback program. Capital 

expenditure is split into supporting growth in existing products such as Privigen/Hizentra, Albumin, 

Haegarda/Berinert, Kcentra/Beriplex, and maintenance of facilities that need modernisation ore 

replacement. 
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 WorleyParsons (WOR): WOR noted that recent trends are continuing and indicated an increase in 

global hydrocarbons capital expenditure, but the recent increase in oil prices is yet to flow through to 

capital expenditure plans. Power capital expenditure remains steady, with growth in renewables 

offsetting steep declines in coal. WOR noted that the drivers of this include the fact that customers are 

performing better and balance sheets are stronger. In the Resources space, mining customers are 

indicating a return to spend, but growth is focused on studies and brownfield projects. 

Fig 3 Mining CAPEX outside the LNG sector is now clearly 

strengthening 

Fig 4 Initial non-mining CAPEX 18-19 estimates are well above 

the equivalent 17-18 estimate 

  

Source: FactSet, Macquarie Desk Strategy, May 2018 Source: ABS, Macquarie Desk Strategy, May 2018 

Costs remain a focus to support earnings 

Corporates continue to lean heavily on operating levers including further cost out to support earnings. This 

follows a period of initial cost-cutting to offset economic weakness and help stabilise margins. Many 

corporates identified the need to be at the bottom end of the cost curve to be competitive (eg OSH). A rise 

in input costs, evident during reporting season for the Resources sector, appears to also be a concern for 

retailers and industrials. 

 Amcor (AMC): CEO Ron Delia noted that some input costs are up 20-30% this year but he is confident 

the increases in raw materials will be recouped back over time. The increase in raw-material costs is a 

short-term challenge for the company. 

 Bank of Queensland (BOQ): A headwind is emerging relating to BOQ’s hedging costs given the rise in 

BBSW spreads impacting NIM. This will impact margins if sustained. 

 JB Hi-Fi (JBH): The company is seeing industry price rises due to rising input costs. This should give 

JBH an opportunity to re-price products. CEO Richard Murray noted that white goods inflation is starting 

to come through. The market is competitive though, and retailers in the home-appliance space will likely 

be keen to raise prices. 

 Oil Search (OSH): CEO Peter Botten noted that OSH needs to be at the bottom end of the cost curve 

to be competitive, particularly when Qatar for instance is supplying LNG as well.  

 Origin Energy (ORG): Cost out is progressing as well as productivity improvements across well costs 

and operating costs. 

 Qantas Airways (QAN): The rise in crude oil prices was surprisingly not the focus during CFO Tino La 

Spina’s presentation, but rather the cost benefits associated with replacing the 747 with the new 787 

Dreamliner. One of those benefits is the unit cost advantage (+20%) from fuel burn. Engineering costs 

will likely be less on the 787 due to its composite air frame relative to the 747. Qantas pilots have also 

agreed to a 30% productivity improvement to take the 787 business case over the line. QAN will also 

achieve improved economics due to a change in revenue mix: average revenue per seat on the 787 is 

higher than the 747. 
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 Stockland (SGP): CEO Mark Steinert noted that labour costs are beginning to rise by 5-10% following 

five years of deflation. The cost of production will likely grow 10% this year before normalising to the 

rate of inflation. Steinert commented that there is wage growth in every part of the economy SGP is 

looking at (construction). 

 Suncorp Group (SUN): Funding costs have increased, given the rise in BBSW spreads, and as a 

result, SUN has raised interest rates on home and small business loans. The big 4 banks also have this 

option, but it could be more difficult to navigate given the recent pressure and publicity from the Royal 

Commission.  

 Telstra Corporation (TLS): Challenging conditions remain for the telecommunications sector, given 

increased competition and rising customer expectations and pressure from competitive price and data 

services (eg. TLS have delivered unlimited data plans). In response, TLS has an increasing focus on 

reducing costs.  

 WorleyParsons (WOR): Overhead costs have decreased significantly since 2015 as a result of WOR’s 

cost-out program that began in FY15. CFO Tom Honan expects those reductions to be sustainable, 

which has been seen over the past six months. There is a clear focus to ensure key overhead savings 

(from initiatives including flexible work models, simplifying IT, simplifying management structure) remain 

sustained. 

Threat of competition remains pervasive 

There have been a few select sectors (telcos, retail) where competitive pressures have increased as a 

result of structural shifts within these sectors, but it was evident from the Macquarie conference that 

companies outside these areas are also thinking about how to respond to competition or disruption. Many 

are using technology to gain a comparative advantage (ASX), as well as focusing on their core 

competencies rather than looking at assets outside their ‘backyard’ (OSH). 

 ASX (ASX): CEO Dominic Stevens is focussed on making the core Australian business stronger given 

their comparative advantage is to be the expert in Australia predominantly, and not a global player.  

 Origin Energy (ORG): In contrast to the Australia-focussed strategy of ASX, ORG has noted that they 

must be internationally competitive in sending gas to Asia if they are going to be a competing force 

going forward. Additionally, the retail market remains competitive, which is evidenced in the net loss of 

customers (15k) for the year to mid-April 2018. ORG are combatting this by signing up more customers 

on discounted market offers, and being more customer-focussed by providing greater support to 

customers with financial hardship. 

 Telstra Corporation (TLS): Competition isn’t a new issue for TLS, which faces a challenged earnings 

outlook, particularly in Mobiles, Fixed and Corporate. Increased competition will continue with a fourth 

entrant into the mobile business.  

 Seek (SEK): The company is leveraging its ability to globalise and customise its services to combat 

competitive threats from LinkedIn, for instance. SEK has performed well despite these global 

competitive challenges. 

 Lovisa Holdings (LOV): Retailers are facing the threat of online competition but LOV believe they are 

fairly insulated given that online retailers are increasingly charging freight. LOV is relatively insulated 

because they sell low cost products (transaction value is $15-20). There isn’t much online competition 

globally in this product space given that a customer would be paying ~100% of the cost of the product in 

shipping. 

Growth-oriented strategies are prevalent, despite cost-out and defensive capex 

Whilst there hasn’t been a broader cyclical switch from cost-out restructurings and/or defensive capex to 

growth oriented strategies and expenditures, the improving global and domestic economies are providing 

companies with the opportunity to focus on growth. There was an emphasis by companies on the longer-

term growth opportunities offered by international markets. Some domestic and international growth 

prospects include: 

 3P Learning (3PL): 3PL has identified multiple channels for growth including 1) retaining and upselling 

the existing client base through continued investment in product to leverage price increases aligned to 

increasing product value; 2) restructured sales resources deployed to drive new business wins 

supported by investment in digital channels; and 3) leveraging the success of 3PL in New York in the 

US and moving into the Latin American market via third-party distributors. 



Macquarie Wealth Management Australian Equity Strategy 

4 May 2018 6 

 APA Group (APA): The company is focussed on growth despite the policy uncertainty over recent 

years. $1.3bn+ has been committed to growth capex in FY18 and FY19 across Western Australia, 

Queensland, NSW and Victoria.  

 Costa Group (CGC): The company is focussed in building out four vertically integrated categories 

across fresh fruit and vegetables, as well as aiming to do bolt-on acquisitions to build up volume. CGC 

is working on M&A opportunities and will update the market later in the year. 

 Oz Minerals (OZL): CFO Warrick Ranson noted that OZL is fully focussed on growth rather than paying 

dividends currently. OZL will updated the market with a capital management strategy in Q3. 

 Sydney Airport (SYD): CEO Geoff Culbert noted the opportunity for growth given that SYD has 35% 

spare capacity at the moment. A comparison was drawn with Heathrow airport which has been at 

capacity for 10 years but their passenger numbers are still rising by 3-4% 

 WorleyParsons (WOR): Markets are showing a positive picture for the medium term. Therefore, the 

company’s priorities are core growth (onshore conventional, offshore, heavy oil and oil sands), growth 

potential (chemicals and petrochemicals (Europe), minerals and metals, power, modifications and 

operations), and emerging markets and products (new energy, digital belt and road initiative).  

Global expansion with an Asia focus 

A number of companies have discussed the potential for expansion into Asia, and in particular China. This 

isn’t a new occurrence with companies like A2M and TWE having grown market share rapidly in China in 

order to benefit from a currently stable Chinese economy, and favourable demographics including a rising 

middle class. 

 Blackmores - (BKL): Regulatory changes in China have created some uncertainty with channel 

partners and consumers, causing sales to be flat. The company noted that this has however now been 

clarified but indicated that some element of uncertainty will likely remain, and this is a challenge for any 

global company expanding into China. China is very important for BKL given that the country is the 

largest market for BKL in the group and is a unique opportunity to capture significant market share over 

time.  

 CSL - (CSL): CSL indicated the potential for China expansion. The country has a large plasma market 

industry and is a very fast-growing market. As a result, CSL believes it is important to access this 

market. Whilst some investors have concerns about some Chinese companies infringing CSL’s 

intellectual property, the company indicated that this will naturally happen, and isn’t specific to the 

Chinese market. CFO David Lamont indicated that competitors in Western markets have been unable 

to do so. 

 Fortescue Metals Group (FMG): Fundamentals for China remain strong, expecting improved pricing: 

FMG noted that Chinese steel mill profitability remains strong, driving continued demand for 65% 

higher-grade product. FMG continues to expect demand for 58% product to improve in line with an 

expected moderation of steel mill profitability. Price realisation guidance has been maintained at 65%, 

although we note realised pricing has traded in a relatively stable band of US$46-53/t since FY15. 

 IPH - (IPH): Management are looking to strengthen patent capability in China to increase market share. 

Acquisition opportunities were noted in Asian markets, although management pointed out more 

difficulties in sourcing quality deals. 

 Qantas Airways - (QAN): Growth of the middle class in China is a particular driver for companies. QAN 

expects the middle class in Asia Pacific to grow from 1/3 of the world’s middle class in 2009 to 2/3 by 

2020. As a result, the company is aligning Qantas and Jetstar with Asia’s growth. Qantas has increased 

capacity to Asian markets because of the rise of the Asian middle class, which has provided significant 

growth and new opportunity for Qantas (55% capital deployed to Asia). 

 Seek - (SEK): Operations in Asia are seeing an improvement in revenue growth and whilst competition 

in China is strong from local competitors, it isn’t strong from global players like SEK. SEK’s Freemium 

model will likely enhance the company’s competitive advantage in China.  

 WorleyParsons - (WOR): The company is the largest foreign engineering company in China. 
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Fig 5 China’s GDP growth has been stabilising and we do 

not expect an abrupt correction… 

Fig 6 … and consumption continues to stand out as a 

positive driver, supporting some Australian companies 

  

Source: FactSet, Macquarie Desk Strategy, May 2018 Source: ABS, Macquarie Desk Strategy, May 2018 

Rising regulatory and government policy risk is prevalent across Financials and Energy 

Rising regulatory risk was an area of concern that emerged throughout the presentations, but did not come 

as a surprise, particularly given recent Royal Commission headlines. Regulatory and government policy 

changes create a risk that costs will increase as well as potential fines. 

 APA Group (APA): Rising energy costs are national issue, and therefore business and government 

must both work together because another day that passes without a resolution to policy is not good for 

capex. A shift toward unified policy will bring certainty in the market. APA noted that it welcomed the 

recent NEG review, highlighting the need in the industry for clear and long-term government policy to 

help drive investment into the industry. This should enable growth in gas fired generation and demand 

for pipeline capacity. 

 ASX (ASX): Company listing rules are growing/becoming more stringent. 

 Australian Finance Group (AFG): The company noted that regulatory oversight is normal for the 

industry with ~12 reviews with some connection to the mortgage broking industry. Bank response to the 

current regulatory review has been predictable, while customers continue to choose brokers to access 

to mortgage products. The industry has already responded to a number of previous recommendations 

(e.g. brokers are paid on drawn down amount). Increased market complexity, driven by regulatory 

changes, only increases the need for brokers to assist customers. 

 Bank of Queensland (BOQ): The company noted the intense regulatory and public scrutiny on the 

industry at the moment. Conduct, culture and trust is especially critical as a result. This will likely lead to 

structural changes within the industry.  

 Bendigo and Adelaide Bank (BEN): The company expects further scrutiny around serviceability and a 

customer’s ability to borrow. Ben believes that the regulators understand the importance of bank lending 

and its impact on system stability and hence expects regulatory changes to be well managed. However, 

it expects credit growth to be in the “lower half of single digits rather than the upper half”. 

 Challenger (CGF): No requests for information from the Royal Commission. The Royal Commission is 

unlikely to have a direct impact on CGF. After having provided their submissions to the Royal 

Commission, CGF hasn’t been called upon. In terms of indirect impact as flows potentially get directed 

away from advisers going forward given reputational damage, CGF pointed to a diverse distribution 

network, but we would expect some softening of flows from some of their larger partners. We recognise 

this is difficult to quantify and unlikely to have a material impact on total sales, which is a view shared by 

CGF. 

 Origin Energy (ORG): The Victorian government’s renewable energy scheme has a higher target than 

the federal government. This renewable target has been the biggest impactor on supply, which is an 

indication of the risk associated with regulation and government policy. 
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 Suncorp Group (SUN): The banking industry is evolving, and as a result the regulatory standpoint has 

become more stringent – Basel III, APRA targeted review, ASIC, ACCC. Additionally, the political 

pressure putting a spotlight on the banking industry through the Royal Commission and Productivity 

Commission will likely cause an increase in costs, to either comply with regulations or due to fines. 

Technology and innovation 

We continue to see a greater emphasis on technology investment, innovation and productivity 

enhancements. The most common reasons for business investment in new technologies are: (i) to 

increase productivity levels, particularly via automation; (ii) scalability of business; (iii) remaining relevant in 

an evolving environment; and (iii) achieving competitive advantages. Examples include: 

 3P Learning (3PL): Implementation of the digital platform key for 3PL’s growth strategy. The 

investment made into product and the digital sales platform is setting the foundation for growth. Upon 

implementation of the digital model, 3PL will explore growth options through increasing product value, 

cross-selling and upselling existing customers and moving into new geographic regions. Management 

are targeting licence growth from 2H19 as it continues to invest and set the platform in the short term. 

 Amcor (AMC): Focussed on innovation in material sciences to gain competitive advantage, leverage 

and scale benefits, additional growth and productivity. 

 ASX (ASX): The company is focussed on projects including MAP upgrade, secondary data centre, 

operational infrastructure, CHESS replacement, digital refresh, ASX net upgrade. The CHESS 

replacement is being performed to include efficiencies, timely transactions and new functionality. It will 

likely lead to lower costs because clients no longer have to reconcile with the ASX. Shared 

infrastructure also allows for lower costs, more efficiency, and reduced complexity and risk. ASX is 

predisposed to disruption, therefore they need to build technology to stay ahead of the market. 

 Bank of Queensland (BOQ): Cost savings are enabling investment in technology and growth 

businesses (transformation projects: rollout of web experience platform). BOQ is aiming to expand 

infrastructure to a modern cloud environment and implement a new FX digital platform. 

 G.U.D. Holdings (GUD): Near-term threat from electric vehicles overplayed, but GUD can also 

leverage the opportunity: Electric and hybrid vehicle numbers are increasing but represent less than 1% 

of the total population. 52% of GUD’s automotive sales are to non-internal combustion engine 

applications including Narva (lighting & electrical), Projecta (most of its product range) and Ryco & 

Wesfil (cabin air filters). GUD retains a positive outlook on both market segments. The Australian and 

New Zealand automotive markets are both growing, not highly dependent on consumer sentiment, and 

GUD has at least 5 years visibility on market trends (it typically picks up post OEM servicing and 

warranty periods). 

 JB Hi-Fi (JBH): The company is investing in its website because the offering in online is critical as 

retailers evolve. 80% of customers start their research online.  

 Medibank Private (MPL): Technology drives simplicity and productivity. Digital registrations have 

continued to grow: 53% of Medibank customers are digitally registered with the company, up from 22% 

a year ago. Logins through Medibank app are up. Call complaints have been reducing because 

customers can service their needs better digitally. 

 Ooh!Media (OML): Big data means more granular insight into location metrics. The partnership with 

Quantium allows data to be used across all segments and geographies to give full picture to the 

advertiser (client). Deeper understanding of location and spending behaviour – to place advertising 

better. Allows understanding of how many more people will be targeted for a certain amount of 

expenditure. This leads to an increase in the value proposition for what OML offers. 

 Origin Energy (ORG): The company is aiming to transform the customer experience by using a digital-

first approach. Technology includes the Origin App and customers have price transparency with Origin 

Savernator. 

 Telstra Corporation (TLS): The company’s vision is to be a world-class technology company (not 

moving away from being a telco, but recognising what a telco should be in the future) that empowers 

people to connect. Connectivity is becoming increasingly important.  

Corporates are responding to changing demographics 

Demographic shifts were an important topic throughout the conference. Particularly around the rise in 

population growth globally and in Australia (QAN, SYD, TCL, WES), an ageing population and longer life 

expectancy (CGF, OCA NZ, MPL, SGP) as well as the rise of the Asian consumer (BKL, SYD). 
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 Challenger (CGF): Superannuation funds have significant retirement assets. The super guarantee 

system is not yet fully mature, operating for only half the working life of today’s retiree. The number of 

people accessing the age pension is increasing – costing the government $50bn per year. There are 

700 new Australian retirees per day and therefore the demand for retirement income stream products 

will continue to grow.  

 Dexus (DXS): An expectation of ongoing densification driven by population growth and council support 

will underpin opportunities for DXS to capitalise on the highest and best use of its CBD real estate. In 

the near term such opportunities are already being realised at 180 Flinders St Melbourne (Car park to 

office), 201 Elizabeth St Sydney (Office to retail/resi/hotel) and Waterfront Place Brisbane 

(office/resi/hotel) and additional opportunities will undoubtedly arise in the future. Peripheral benefits of 

this population densification will be productivity improvements via transport connectivity and reduced 

energy usage. 

 Medibank Private (MPL): Healthcare affordability is a challenge given demographics. The average age 

has increased. Health system costs are running at 7% over the last 10 years. Premiums are up due to 

higher claim costs—the rising cost of treatment and procedures and the number of claims rising for the 

older demographic. 

 Oceania Healthcare (OCA NZ): Strong demographics for care with market underinvesting: Demand for 

aged care is expected to more than double over the next 20 years and there’s been limited net capacity 

additions over the last decade given obsolete stock withdrawal. OCA sees annual demand growth of 

~1,500 units per annum in NZ, while the main listed operators are only developing 800-900 units per 

annum. This creates a significant shortfall which should help drive increased occupancy (OCA 1H18 

88.6%, industry average 86.9%), and OCA may see an opportunity to accelerate development to meet 

this demand med-long term. 

 Stockland (SGP): Favourable population demographic outlook for retirement solutions. SGP is well 

positioned to benefit from demographic trends (Australia has the highest population growth in the 

developed world). SGP has looked to rezone land and use it more intensively by densification (town 

homes). Average lots have reduced over time, which means that whilst prices have increased in the 

market, SGP has been able to maintain affordable prices. 

 Sydney Airport (SYD): The rise in global population growth will lead to a rise in global travel. SYD 

forecasts a rise in passenger trips from 1.8bn in 2000 to 7.8bn in 2036. This is largely due to the rise of 

the Asian consumer and the middle class.  

 Transurban Group (TCL): Population growth and high congestion rates will lead to growing demand 

for toll roads. 

 Wesfarmers (WES): Population growth (highest in OECD countries) provides impetus for growth within 

WES’s retail businesses. 

Fig 7 The share of 25-59 year demographic has stabilised, 
while the 60+ demographic are increasing 

Fig 8 Australia’s population will rise to 30-35 million people 
by 2038 

  

Source: FactSet, Macquarie Desk Strategy, May 2018 Source: ABS, Macquarie Desk Strategy, May 2018 

20

22

24

26

28

30

32

34

36

2010 2015 2020 2025 2030 2035

Millions
Australia - Population Projections

1.25% pa growth

1.0% pa growth

1.5% pa growth



 

 

M
a

c
q

u
a
rie

 W
e
a
lth

 M
a

n
a

g
e

m
e
n

t 
A

u
s
tra

lia
n
 E

q
u
ity

 S
tra

te
g

y
 

4
 M

a
y
 2

0
1

8
 

1
0
 

Fig 9 Presenting companies’ return performance over Conference – ranked by cumulative return (%) 

Conf. 
Date 

Code Name 
Daily Return 

1 May 
Daily Return 

2 May 
Daily Return 

3 May 
Cumulative 

Return 

1 May SWM AU Seven West Media 3.60 2.61 11.86 18.92 

1 May WTC AU WiseTech Global 5.28 4.26 4.45 14.64 

2 May CGF AU Challenger 1.76 4.00 7.00 13.24 

2 May MIN AU Mineral Resources 2.44 7.38 2.73 13.00 

3 May MLX AU Metals X 3.82 3.07 3.57 10.83 

3 May GTN AU GTN 0.57 0.57 7.63 8.86 

2 May SAR AU Saracen Mineral Holdings 3.97 0.00 3.82 7.94 

2 May BAP AU Bapcor 0.00 1.36 5.69 7.12 

3 May QAN AU Qantas Airways 0.52 8.10 -1.59 6.93 

2 May BIN AU Bingo Industries -1.52 5.00 3.30 6.82 

3 May OZL AU Oz Minerals 0.32 3.56 2.81 6.81 

2 May RSG AU Resolute Mining -0.87 3.07 4.26 6.52 

1 May NEC AU Nine Entertainment Co. -2.97 6.11 3.29 6.36 

1 May IPH AU IPH 4.92 1.30 -0.26 6.01 

2 May ARB AU ARB Corporation 0.00 6.16 -0.27 5.87 

2 May FXJ AU Fairfax Media -0.70 5.63 0.67 5.59 

1 May FMG AU Fortescue Metals Group 2.85 1.49 1.05 5.48 

2 May SBM AU St Barbara -0.70 1.89 4.17 5.39 

1 May CHC AU Charter Hall Group 2.71 1.32 1.14 5.25 

3 May NXT AU NEXTDC 2.32 1.56 1.26 5.22 

1 May DHG AU Domain Holdings Australia 1.29 2.24 1.56 5.18 

3 May SFR AU Sandfire Resources 1.26 1.49 2.21 5.04 

3 May SUL AU Super Retail Group -0.83 -2.52 8.61 4.99 

3 May CLQ AU Clean TeQ Holdings -3.80 5.65 3.21 4.89 

2 May MPL AU Medibank Private 1.71 2.35 0.66 4.78 

2 May DCN AU Dacian Gold -0.70 2.12 3.11 4.56 

1 May ASX AU ASX 2.08 1.40 1.01 4.55 

1 May RBD NZ Restaurant Brands 2.92 1.22 0.27 4.46 

1 May BVS AU Bravura Solutions -0.34 3.09 1.67 4.45 

1 May SXL AU Southern Cross Media -0.87 1.31 3.88 4.33 

2 May BPT AU Beach Energy 2.22 -0.31 2.17 4.11 

1 May VCX AU Vicinity Centres 1.23 2.43 0.40 4.10 

2 May TCL AU Transurban Group 1.55 0.59 1.77 3.97 

2 May DOW AU Downer EDI 0.29 1.60 1.86 3.78 

3 May SYR AU Syrah Resources 4.67 -2.68 1.83 3.74 

3 May SEK AU Seek 0.00 2.37 1.31 3.71 

2 May RRL AU Regis Resources -0.64 1.07 3.16 3.60 

1 May BOQ AU Bank of Queensland -0.50 0.60 3.48 3.58 

3 May GEM AU G8 Education -1.33 -1.79 6.85 3.54 

2 May OGC AU OceanaGold Corporation 1.15 1.14 1.13 3.46 

3 May SVW AU Seven Group Holdings 1.26 1.68 0.32 3.29 

2 May SIQ AU Smartgroup Corp. -0.18 1.48 1.91 3.22 
 

Conf. 
Date 

Code Name 
Daily Return 

1 May 
Daily Return 

2 May 
Daily Return 

3 May 
Cumulative 

Return 

3 May CWY AU Cleanaway Waste Mgmt 0.32 0.94 1.87 3.15 

3 May SGF AU SG Fleet Group -3.95 -2.94 10.61 3.11 

1 May NST AU Northern Star Resources 0.00 1.10 1.86 2.97 

1 May SEH AU Sino Gas & Energy -5.88 6.25 2.94 2.94 

2 May ING AU Inghams Group 0.53 1.33 1.05 2.93 

3 May CPU AU Computershare 0.18 0.41 2.28 2.88 

3 May SDA AU SpeedCast International -0.17 2.03 1.00 2.88 

1 May EVN AU Evolution Mining 0.31 -0.31 2.80 2.80 

1 May SCG AU Scentre Group 1.24 1.47 0.00 2.73 

1 May MGR AU Mirvac Group 1.34 0.44 0.88 2.68 

2 May SXY AU Senex Energy 0.00 1.20 1.19 2.41 

3 May OML AU oOh!media 0.41 0.61 1.22 2.26 

2 May PRU AU Perseus Mining -1.08 -1.09 4.40 2.15 

1 May AOG AU Aveo Group 1.15 -0.75 1.52 1.91 

1 May CTD AU Corporate Travel Mgmt -0.44 2.18 0.12 1.85 

1 May DXS AU Dexus 2.21 -0.10 -0.41 1.69 

2 May VGL NZ Vista Group International 0.33 0.00 1.33 1.67 

1 May NHF AU NIB Holdings -1.08 2.18 0.53 1.62 

1 May GMG AU Goodman Group 0.44 1.10 0.00 1.54 

1 May OSH AU Oil Search 0.89 -0.51 1.14 1.53 

2 May WAF AU West African Resources 1.47 0.00 0.00 1.47 

3 May APA AU APA Group -0.12 1.08 0.47 1.44 

3 May ORE AU Orocobre -0.88 1.07 1.24 1.42 

3 May BEN AU Bendigo & Adelaide Bank 0.28 0.38 0.75 1.41 

1 May IOF AU Investa Office Fund 0.91 0.00 0.45 1.37 

3 May LOV AU Lovisa Holdings -1.25 2.63 0.00 1.35 

1 May NCM AU Newcrest Mining 0.19 -0.47 1.61 1.32 

1 May SYD AU Sydney Airport -0.14 0.84 0.56 1.26 

2 May TLS AU Telstra Corporation 0.63 -0.31 0.94 1.26 

2 May EHL AU Emeco 0.00 3.04 -1.75 1.23 

2 May AFG AU Australian Finance Group 2.18 -0.71 -0.36 1.09 

3 May REG AU Regis Healthcare 0.52 1.04 -0.51 1.04 

1 May SUN AU Suncorp -0.71 0.93 0.64 0.86 

1 May SGP AU Stockland 0.72 0.72 -0.71 0.72 

1 May AUB AU AUB Group 0.28 0.28 0.14 0.71 

3 May GUD AU GUD Holdings 0.39 0.39 -0.16 0.63 

3 May AIR NZ Air New Zealand -0.46 0.46 0.61 0.61 

3 May PLS AU Pilbara Minerals 1.09 0.00 -0.54 0.54 

3 May WOR AU WorleyParsons 0.43 0.37 -0.37 0.43 

1 May CGC AU Costa Group Holdings -1.93 2.39 0.00 0.41 

1 May ORG AU Origin Energy -1.13 0.10 1.45 0.41 

3 May SDF AU Steadfast Group 1.45 0.36 -1.43 0.36 
 

Source: Factset, Macquarie Research, May 2018 
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Fig 10 (continued) Presenting companies’ return performance over Conference – ranked by cumulative return (%) 

Conf. 
Date 

Code Name 
Daily Return 

1 May 
Daily Return 

2 May 
Daily Return 

3 May 
Cumulative 

Return 

2 May WES AU Wesfarmers -0.46 0.14 0.44 0.11 

2 May CSL AU CSL -0.83 0.45 0.49 0.11 

1 May BRG AU Breville Group 0.35 -1.14 0.88 0.09 

1 May AVN AU Aventus Retail Property Fund 0.00 1.40 -1.38 0.00 

1 May IDR AU Industria REIT Fund 0.00 0.00 0.00 0.00 

2 May OCA NZ Oceania Healthcare 1.02 -1.01 0.00 0.00 

3 May MYO AU MYOB Group -0.62 0.93 -0.31 0.00 

2 May PGH AU Pact Group Holdings -0.70 0.18 0.35 -0.18 

1 May ONE AU Oneview Healthcare -5.41 2.29 3.07 -0.27 

2 May ASB AU Austal -0.56 0.00 0.28 -0.28 

2 May GWA AU GWA Group -2.08 0.80 0.26 -1.04 

3 May IGO AU Independence Group NL -4.84 -0.41 4.29 -1.16 

2 May NCK AU Nick Scali -0.72 -2.03 1.33 -1.44 

1 May SKC NZ SKYCITY Entertainment -0.25 -0.25 -0.99 -1.48 

2 May ASG AU Autosports Group 0.00 -4.26 2.78 -1.60 

2 May AMC AU Amcor 0.29 -1.82 -1.55 -3.06 

3 May 3PL AU 3P Learning 0.34 -0.68 -4.76 -5.08 

2 May JBH AU JB Hi-Fi -0.51 -8.96 1.59 -7.98 

3 May GTY AU Gateway Lifestyle Group -0.75 -9.37 -0.56 -10.55 

2 May IVC AU Invocare 0.38 -7.19 -4.04 -10.59 
 

 

Source: FactSet, Macquarie Research, May 2018 
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