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Global Market Outlook - Positive

The outlook for global equities remains bullish

US soft landing is on track. 

Still a world of strong growth and low inflation

P/E multiple expansion should help drive markets as earnings 
growth slows 
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Big Rally In Global Equities
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…Due To Sharply Rising Profitability...
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Global Equity Markets – Upside Valuation Risk
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PE ratios are still very reasonable
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Bonds  Yields and Global Equity Valuation
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bond yields
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Australian Market Outlook – Positive 2007 View

Macroeconomic nirvana (strong profits + benign CPI)

Valuations somewhat stretched, particularly among industrials 
and real-estate sectors

However, profits are strong and “liquidity” buoyant

Valuations favour global shares longer term.
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Australian Market Valuation
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Market Valuation – Excluding Resources
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However looking somewhat stretched ex resources
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Resources Valuation Still Looking Cheap
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1 year forward EPS is still too low
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Industrial Stocks Starting to Look Stretched V Bonds
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Not just a liquidity driven market
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Corporate Sector Still on Track for Double Digit Growth
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Earnings Momentum Remains Robust
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Recent upward momentum in FY08 Resources eps 
estimates should extend



14

PE Ratios Across the Market

13.7of which Banks

17.7and Property Trusts

18.2Industrials

14.9Financials

12.6Resources

15.1Market

1-year forward consensus P/E

Industrials and LPTs still the areas with the most 
valuation stretch



15

Market Leadership Back With Resources 
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Portfolio Strategy: Themes

Commodities Stronger For Longer: Resources & resource capital 
spending beneficiaries

Financial Services Super-Cycle; credit cycle, superannuation, asset 
securitisation (corporates & govt)

Quality Franchises Are Relatively Cheap: eg healthcare, gaming  and 
consumer franchises, selected div financials

Sub Themes: strong consumer, rural recovery, A$ earnings risk, mining 
costs & bottlenecks.
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Key Sector & Stock Views
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A$ Creating Earnings Headwinds...For Some

0.70

0.72

0.74

0.76

0.78

0.80

0.82

0.84

0.86

Jan-06 Jul-06 Jan-07 Jul-07

U
S

$ 
pe

r A
$

A$/US$

Source: Datastream



19

80c+ A$ Has Hampered US$ Exposed Industrials
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Macro Environment Looking Supportive  For Resources
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Commodity Price Rises: Bubble Or Super-Cycle?
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Property Trusts Still Expensive...

Source: I/B/E/S, UBS calculations 
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Property Trusts Expensive...

Source: I/B/E/S, UBS calculations 
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...and Riskier
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