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The Investor’s
Portfolios Report

H
aving recently launched our
income and growth portfolios
(see page 10 and 12), this

report tells you how to build a
portfolio of your own using our
portfolios as a base. Each portfolio,
including our starter, defensive,
growth, income and ethical selections,
is regularly updated in The Intelligent
Investor .

Over the next few
pages, not only will you
learn about the stocks
in each portfolio, you’ll
get some valuable
advice on building one
of your own. And that’s
where we’re going to
start - with the issue of
planning.

Everyone talks about it and no one
does it. All, in fact, except the
financially successful. It’s not that they
are any better than anyone else when
it comes to picking stocks, they just
have a better idea of where they are
heading and what they need to do to
get to their destination.

Financial  success
This is the first and perhaps most
crucial point. Investing requires
careful planning, every step of the
way. Deciding that you need to invest
in shares is perhaps the easiest step in
the planning process but what do you
do after that?

There’s more to investing than
throwing together a few companies that
seem fundamentally sound and calling
it a ‘portfolio’. You need to assess the
type of investor that you are and then
decide what type of companies fit your

personality. We’ve got a little test on
the next page to help you assess what
type of investor you are. 

Once you’ve done that, using our
risk rating system in The Intelligent
Investor, you should be able to pick
those companies that have a level of
risk with which you are comfortable.

Knowing your profile and
particular investment
needs, you should then
be able to pick stocks
from our portfolios to
build a well-balanced,
top performing
portfolio of your own.

While our model
portfolios include a list
of preferred stocks,

you’ll need to do a little homework to
come up with a list of your own.

Use our portfolios as a guide - they
are designed to show you how to
structure a portfolio and give you an
indication of the returns that you can
expect.

Once you’ve done that, don’t rush
out and buy all your stocks at once,
try and get your timing right (see page
5). There are plenty of other things to
consider but as a starter, read the
rules to your left. If you follow these
you won’t go too far wrong.

Sounds too hard? It isn’t. There
are no secrets, no hidden traps and no
gurus able to lead you down the path
to riches. It’s a road that you have to
travel yourself.

Reading this guide is a good place
to start what many people find an
exciting, enjoyable and enriching
journey. Good luck.✦

Welcome to The Intelligent
Investor�s portfolios report

Our portfolios

will show you

how to structure

a portfolio of

your own

Building a portfolio should be an enriching journey.
Here are a few signposts to help you on your way.

Portfolio Rules

1 Don’t expect to make a fortune
overnight: Treat investing in the

stockmarket in the same way as you
would buying a house. Occasionally, you
need to spring clean or renovate but the
foundations are usually left untouched.
You are investing for the long-term, not
next week.

2 Don’t put all your eggs in one
basket:. It’s a cliché, we know, but

only because there’s more than a grain
of truth in it. Just ask those poor souls
who thought shares in Davnet,
Solution 6 and Sausage Software was
a diversified portfolio. Spreading your
risk across companies in several
sectors pays. If you can’t afford to do
this (you’ll need at least $20,000 for a
properly diversified portfolio), think
about investing in a listed investment
company or managed fund until you
have an amount large enough to get
started yourself.

3 Only invest in fundamentally
sound companies: Ask yourself if

the company has good management,
examine the industry dynamics, look
at the level of competition and make a
judgement on whether the company is
financially sound. If you can’t do that,
look at the fundamental risk rating for
each company in the newsletter.
These are the types of questions we
ask before arriving at that rating. If it’s
too high, it shouldn’t be a core stock in
your portfolio.

4 Get the timing right: Buying
shares is similar to buying

anything else. You want good quality
at a good price. We actively look for
such stocks and make
recommendations to buy at what we
think is the right time. Timing is just
as important when selling. Never let a
profit turn into a loss. See page 5 for a
few pointers.
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Who do you think you are?

F
inancial institutions are big on
recognising that different
people have different financial

requirements. Whether they meet that
need is another issue altogether.

Still, we agree with their point.
Humans are a species of amazing
physical, emotional and financial
diversity. To treat everyone the same
is a mistake.

Financial planners have created an
entire industry from this very issue
and it’s not our place to regurgitate
their work. But we do want to make a
simple point in a way that won’t send
you rushing for the nearest couch.

Consider buying a stock as you
would a suit or blouse. It should be a
good fit, the cut of suitable quality,
the colour and pattern to your liking
and the price within your reach.

Fancy dress  stockmarket
Pretty obvious isn’t it? But if people
bought clothes in the way they bought
shares, the world would be full of folk
going to work in their swimming
trunks. Indeed, some of the tales we
hear make the stockmarket look like
one big fancy dress party.

There are plenty of different types
of investors but we’ve whittled them
down to just three. We’ve
oversimplified of course but it
illustrates the point. We call our three
types Perth, Sydney and Adelaide
investors. To help you determine
which type you are, take the quick
test in the sidebar to your right.

Your financial planner can
probably give you a more rigorous
test but here are our deductions.

If you answered mostly 1, you’re
what we call a Perth investor. You
probably have a high tolerance for
risk and your portfolio could be up

20% one month and down 15% the
next. That’s of no great concern to
you. You’re likely to be young
without family commitments, trade
frequently and like leveraged
investments.

If you answered mostly 2, you’re
what we call a ‘Sydney’ investor.
Perhaps you’re over 40 and, while
appreciating the benefits of
technology ventures, feel happier if
you have operational cash flows.
While preferring growth to income in
your investments, with a growing
family and a mortgage to pay, you’re
also conscious of the need for
diversification and have a good spread
between emerging blue chips, well-
known second liners and one or two
higher risk companies.

What if you answered mostly 3?
You’re an Adelaide investor. You
have time to develop and manage a
portfolio - you’re probably retired -
but since you live off your
investments, you’re conscious of the
need for income. Your portfolio
features shares paying fully-franked
dividends, mostly blue chips, plus a
few second liners.

Main game
Once you’ve established your risk
tolerance, you should feel more
confident about the stocks you pick
for your portfolio. If you’re an
Adelaide-type investor, you’ll know to
resist attempts to get you into
speculative stocks, which would
deprive you of the necessary eight
hours sleep. A further bonus is that
since there are around 1,300 stocks on
the board, knowing those to eliminate
can save you a whole lot of time.

Now you’re ready to build a
portfolio of your own.✦

Understanding your psychological profile will help you
make that much more from your hard-earned cash.

Take the Quiz
A. Do you prefer:
1) The Rolling Stones
2) The Seekers
3) Beethoven

B. What option would you prefer: 
1) a 25% chance of winning $1,000 
2) a 50% chance at a $500 gain 
3) a certain payoff of $250

C. Your preferred car is a:
1) Porsche 
2) Commodore
3) Volvo

D. Would you choose a job with
more security and a little less
pay or another with far more
pay but less security.

1) Go for the money
2) Stay put
3) Go for the security

E. Do you believe luck is
important in making
investment decisions: 

1) No
2) Sometimes
3) Yes

Key Points
• Look in the mirror: Don’t kid

yourself about what you see. Be
honest about your needs and
abilities so you can develop a
portfolio that suits you.

• Change with the times: Your
needs change so take a step back
every couple of years and ask
yourself about what you want
from your investments.

• Check on the kids: Regularly check
the companies in your portfolio.
Lend Lease is a good example of
how even large companies can
change overnight.
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E
stablishing your investor
profile and buying your first
share isn’t the end of the

matter. In fact, it’s just the start. Gone
are the days where you could put your
shares in the bottom drawer and
forget about them. Circumstances
change in even the biggest of blue
chip companies, as shareholders in
Burns Philp found out to their cost.

Even if you are a long-term
investor you must stay informed. That
means reading the financial press (and
The Intelligent Investor of course) and
monitoring the performance of your
portfolio. We also suggest that you
spring clean at least twice a year.

It doesn’t matter when, but just
before the end of the tax year is
convenient. This allows you to assess
those stocks which can be sold at a tax
loss just before the end of the
financial year. Christmas, after a few
sherries, is also popular. But tax is just
part of a much bigger picture. When
you assess your portfolio, do so with a
variety of issues in mind.

Share prices
The first are the share prices of the
stocks themselves. Whatever the price
has done may have an impact on your
decision.

If one particular stock has made
substantial gains, you may want to put
some of it in the bank (our ‘take part
profits’ recommendation). 

There are even decisions to be
made if the share price has moved
only modestly. Ask whether the
capital return combined with the
dividend payout represents a
sufficient return on your investment.
Can your money work harder
somewhere else?

Second, look at the company itself.
Has anything changed? A good
example is Lend Lease. With the sale
of funds manager MLC, Lend Lease
essentially changed its business
strategy, which had an obvious effect
on the share price. When that
happens, ask yourself whether the the
company’s new business is one that
you want exposure to. 

Then look at the company’s
operations. Has business deteriorated,
or is it likely to, over the next six
months? Are there cyclical factors at
work? If business has deteriorated, is
it due to poor management or the
state of the economy?

Dividends
Don’t forget dividends - an increasing
share price isn’t everything. A twice-
yearly review of the company’s pay-
out policy is essential to ensure you
are getting the best available yield.

This, when considered along with
the share price performance, will help
you to decide whether or not to keep
the stock in your portfolio.

Then consider your own
circumstances. If you have just retired,
or plan to do so soon, you may be
interested in switching to a more
income-driven portfolio mix.

If you have come into a large sum
of money, or have built up your nest-
egg to a comfortable size, consider
changing your portfolio mix towards a
more aggressive slant. Either way
there will be some housekeeping
every couple of months.

Finally, consult your advisers -
particularly in specialist areas such as
tax - but remember no one knows
your needs better than yourself. It
pays to do your homework.✦

Managing your money
You’ve done the difficult bit and built a great portfolio.
But how do you ensure it stays in tip-top condition?

Spring Cleaning
Don’t buy and forget: Even the largest
of the blue chip companies fall from
favour. Lend Lease and AGL are two
recent examples. Neither is likely to go
bust but after losing investors’
confidence it’s going to take a while for
their respective share prices to reach
previous highs.

Keep an eye on the big picture:
Whether we like it or not, what
happens in the rest of the world has an
impact in Australia. Also, keep an eye
on the different sectors of the market.
It’s very rare to see the whole market
moving in one direction. While the
banks and healthcare companies may
be rising, retailers and building
material companies could be falling.
We’re not suggesting you have to jump
in and out of stocks every time the
trend changes, but it helps to know
when a trend is likely to change so you
can adjust your holdings accordingly.

Buy and sell for the right reasons:
Never buy a stock for tax purposes or
dividend alone. Consider your tax
situation and, if you’re looking for an
income stream and a relatively safe
home for your capital, choose higher
yielding stocks. But only buy such a
stock if it is fundamentally sound.
Never take other people’s views for
granted and always do your own
research and get a second opinion.

Consider the tax implications: While
we are real believers in trying to
minimise losses and protect profits,
you always have to consider the full
consequences of selling a stock at a
profit. It’s a very tricky issue to come to
grips with and one about which you
should get professional advice.
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T
here’s an old saying that
goes like this: ‘It’s not
timing the market but time

in the market’. That’s partly true
but little comfort for investors who
bought Telstra when it was $8.50.
Now, we’re not pretending that
you can know exactly when to buy
and sell - you can’t.

But what you can do is apply a
few simple rules to help you reduce
the risk of buying or selling at the
wrong time. First, though, you need
to get the fundamentals right. There
is, after all, no right
time to buy a
fundamentally poor
company.

This is where
technical analysis, or
charting, comes in.
There’s a lot of
rubbish spoken about
charts but our
experience tells us
that some investors
occasionally know
more than others.

Sometimes - and only
sometimes - an analysis of trading
volumes and price changes can
help you estimate what difference
that information may make to the
share price.

Even when everybody is aware
of all available information,
different people have different
analytical abilities. That means the
early stages of a change in share
price trend (see below) sometimes
occurs as an increasing number of
people react to that information.

That’s why we think that to get
the best returns you should use

fundamental analysis to assess
companies and a little technical
analysis to help you avoid buying
or selling stocks at the wrong time.

Trend lines are one of the more
important indicators. By drawing a
connecting line between two or
more extreme high or low points
where the price has been steadily
falling, or rising, a chartist
establishes a trend. It’s a
downtrend if it’s sloping
downwards or, you guessed it, an
uptrend if it’s heading up.

For the trend to change
direction this line needs to be
broken by the share price. We’ve
shown a downtrend between points
A and B above. The opposite can
be said when a support line is
established between two or more
extreme lows, shown as C and D. 

This is a very basic description
and there are exceptions but in
general terms, don’t buy a stock
when it’s trading in a downtrend
and always ask whether you should
sell a stock while it’s trading in an
uptrend. As they say, the trend is
your friend. Usually, it’s best not to

fight it.
Once you’ve established which

direction a stock is heading, have a
look to see if there’s a point where
the price may stabilise. When a
stock is falling the price at which it
may, but not necessarily, stabilise is
known as the support level
(between points 1 and 2). When it’s
rising it will hit a resistance level
(between points 3 and 4). 

In general, when a price is
falling this zone will become a
support area where the stock may
stop falling and bounce or reverse
its trend altogether. When a price
is rising this zone will become a
resistance area that slows or

reverses the
advance. 

Now to the
subject of
minimising your
losses and
protecting your
profits. That’s
where our 15%
stop loss policy
comes into play,
although you
need to make
your own

judgement. Having made a
purchase only to see the price fall
15% you may want to sell to limit
your losses.

If you’ve already seen a share
price rise by 40% and then seen it
fall 15% from its highs, you may
want to lock in some profits. A
stop loss policy is really
appropriate when you’re managing
higher risk growth and speculative
plays where share prices can be a
lot more volatile. If a quality blue
chip falls by 15%, we don’t usually
worry as long as the fundamentals
remain strong.✦

Getting the timing right
Timing is a key part of successful investing. Here’s
how charting (or technical analysis) can help.
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Stock Price ($) Last Recommendation Weighting Current Current No. of Current 
at 28/8/01 Issue # (Price at Time) at 28/8/01 (%) Yield (%) PER Shares Value ($)

National Australia Bank (NAB) 34.83 Hold for Upside - 83 ($32.30) 16 3.8 16.5 459 15,987

Woolworths (WOW) 11.10 Hold / Sell Down - 83 ($10.58) 16 2.4 27.6 1,441 15,995

QBE Insurance (QBE) 10.07 Hold for Upside - 82 ($11.46) 16 3.2 42.1 1,588 15,991

Rio Tinto (RIO) 33.90 Accumulate - 80 ($37.62) 10 3.2 17.9 295 10,001

Macquarie Infrastructure (MIG) 3.29 Hold for Upside - 86 ($3.34) 10 2.7 5.2 3,040 10,000

Brambles (BIL) 9.97 Hold for Upside - 81 ($48.81) 16 2.1 42.3 1,605 16,002

Westfield Holdings (WSF) 18.12 Long Term Buy - 86 ($14.33) 16 0.8 56.5 883 16,000 

TOTAL VALUE 99,976
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S t a r t e r  S t o c k  S e l e c t i o n s

starter por
I

f you’re an inexperienced investor we have some
advice. Don’t take any notice of the stock tips
you hear from your barber, or even a trusted

friend. The upshot of listening to their advice could
put you off investing for life.

What, then, should you do? Educate yourself first,
at least to a level where you understand the basics.
Whenever possible read our Investor’s College
articles on page 10 of The Intelligent Investor. Then
read one or two of the investment classics that take
your fancy.

Have a dry run
At the same time, pick a few stocks where you have a
basic understanding of their products, say Coles
Myer, Flight Centre or Fairfax. Follow their
performance and try to get a feel for what the likely
reasons are for share prices changing direction. This
will give you an understanding of the cycles of the
stockmarket and the sectors in it.

While you’re doing that, ‘paper’ trade. Invest
some ‘pretend’ money and see how you get along -
it’s a great way to get a basic understanding for the
market. After you’ve done that for a few months, or
maybe longer, you’ll be itching to have a go with
some cash. Now the real fun begins.

What type of stocks should be your first port of
call? Simple: safe, blue chip companies that will be a
foundation from which you can branch out into

higher risk plays when the time is right.
The stocks you pick for your first portfolio will

have something of the character of a defensive
portfolio (see pages 8-9). We’d advise that these
companies have solid, predictable earnings and a long
track record of delivering on their promises. If and

when hard times
come, these
companies will be
better placed to
weather the storm.
This is the first rule
of sensible, long-
term investing -
make sure you don’t

lose money before you start to make it.
What sort of companies are we talking about?

Usually, household names that have been around for
a very long time. However, don’t take their blue chip
status for granted. Normally, even though share
prices can be volatile, such companies are unlikely to
go bust.

Spread your wings
We’d also advise you select a group of stocks that
give you exposure to each major sector in the
economy. We’ll run through those key sectors shortly
but before doing so should point out that our
preferred stocks are just an example of the types of

If you’re new to investing and are looking for a range of stocks from which
to build your portfolio, then this selection is for you.

Learn to walk before you run

Before making

money, the first rule

is to make sure you

don�t lose it 
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Starter Portfolio Selections
National Australia Bank: NAB’s MLC acquisition is
proving most valuable and overseas earnings are up nicely,
helped by a declining Australian dollar. Boring and
conservative? Yes, but such attributes saved it a lot of pain
in the 1980s and stand it in good stead for the future.

Woolworths: A retailer not too reliant on discretionary
spending, it should come into its own in a recession. The
trouble is the price. With retail spending holding up much
better than expected, Woolies has been flying. Growth may
be slower in the future but there are few more solid
businesses. Wait for a lower price before buying.

QBE Insurance: Our pick of the insurers, a sector where it
pays to be wary. QBE is well run and has grown by
acquisition around the world, usually paying the right price
for first-rate assets. The company is heading into a period
of consolidation with no big acquisitions but cost
efficiencies and small acquisitions should add value.

Rio Tinto: Looks better placed than most resource stocks to
benefit from the current return to favour of the sector. It has
stayed out of volatile commodities like nickel and its
sovereign risk is one of the lowest in the world for a mining
company of its size. We would choose Rio over BHP Billiton
as a cornerstone only because the latter’s merger is yet to
be tested.

Macquarie Infrastructure Group: Like Woolies, this is a
great company with a share price to match. One of the
biggest listed infrastructure investors in the world,
Macquarie owns 50% or more of the Eastern Distributor
and the M5 Motorway in Sydney as well as Midland
Expressway, Yorkshirelink and the Queen Elizabeth Hospital
in the UK. The great thing about such assets is that tolls
may rise but it has little effect on traffic volumes. A great
defensive business but, again, wait for a better entry price.

Brambles Industries: One of our favourite companies for
a long time now, Brambles is set to become stronger after
the merger with GKN, under the stewardship of Sir CK
Chow. It is now a truly diverse global business with plenty
of growth potential.

Westfield Holdings: What can you say about a company
that has increased profit almost every year since its
inception? With a dominant position in retail real estate in
Australia and significant holdings overseas, this is a stable,
solid, earnings machine. Westfield remains a highly
defensive play and is a great candidate for a core
investment.

rtfoliocompanies to look for in each instance.
One of the banks should have a place in the

starting line up. A clear sign of the continuing
profitability of the retail banking sector and the
wisdom of the move towards greater income from
fees has seen profits soar in recent years.

Continuing trend
We expect this trend to continue for a while yet. Our
pick of the banks is National Australia Bank.

One of the big retailers needs to be in there as
well - preferably one that is less dependant on
discretionary spending. Our pick is Woolworths,
although we wouldn’t buy it at present as it’s too
expensive but as a long-term investment you can’t go
wrong. Coles Myer, with a new CEO, could be a
good buy but it’s very early days, there is still plenty
that needs to be done.

Insurers are a higher risk than the retailers or
banks but remain a major part of the economy. QBE
Insurance is our preference here.

One of the large resource stocks should also find
a place in your starting line up. Once again, these are
slightly more volatile and risky businesses, but a
worthy inclusion. We’re opting for Rio Tinto.

Some stocks give you added diversification than
others. Brambles is a good example. It’s a well-run
company with a wealth of global assets in several
different businesses.

Companies such as this, and the redoubtable
Westfield Holdings, offer business and geographic
diversification, reducing your reliance on any one
market or economy.

Don’t  double up
For the same reason, it doesn’t make much sense to
double up on stocks in a particular industry. In the
banking sector, for example, Westpac and National
Australia Bank are both fine, well run businesses.

They may have slightly different strategies, but in
the end they are both affected by many of the same
factors. Make a choice between them but don’t buy
both.

Check out the sidebar for a brief explanation on
our preferred starter stocks. Once you’ve built the
foundations with the starter portfolio, you’ll be in a
position to branch out using our growth, defensive,
ethical and income portfolios.✦
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Stock Price ($) Last Recommendation Weighting Current Current No. of Current 
at 28/8/01 Issue # (Price at Time) at 06/03/01 (%) Yield (%) PER Shares Value ($)

Australian Gas Light (AGL) 8.35 Hold While Unstable - 85 ($8.51) 9 6.2 25.5 729 6,087
Brambles (BIL) 9.97 Hold for Upside - 81 ($48.81) 9 2.1 42.3 789 7,836
Foster’s (FBG) 5.26 Accumulate - 79 ($5.15) 9 3.0 21.2 1,895 9,967
Lend Lease (LLC) 11.10 Hold/Sell Down - 86 ($11.50) 9 1.9 32.9 600 6,660
Macquarie Infrastructure (MIG) 3.29 Hold for Upside - 86 ($3.34) 9 2.7 5.2 3,585 11,794
National Australia Bank (NAB) 34.83 Hold for Upside - 83 ($32.30) 9 3.8 16.5 296 10,309
QBE Insurance (QBE) 10.07 Hold for Upside - 82 ($11.46) 9 3.2 42.1 845 8,509
Rio Tinto (RIO) 33.90 Accumulate - 80 ($37.62) 9 3.2 17.9 262 8,882
Telstra (TLS) 4.96 Hold While Unstable - 84 ($5.11) 9 3.8 15.8 1,395 6,919
Westfield Holdings (WSF) 18.12 Long Term Buy - 86 ($14.33) 9 0.8 56.5 665 12,050
Westpac (WBC) 14.29 Hold for Upside - 79 ($13.31) 9 4.1 16.1 647 9,245
TOTAL VALUE 98,258

D e f e n s i v e  S t o c k  S e l e c t i o n s

defensive po
I

n many ways, our defensive portfolio is a natural
extension of the starter portfolio. But after
seeing that all but one of the companies in the

starter portfolio, Woolworths, is also in the defensive
portfolio, you may be wondering why we’re
bothering.

There are some very good reasons. For starters,
by definition, the companies in our starter portfolio
need to be large, robust stocks that are well
positioned to weather the odd storm.

What we’ve done with this portfolio is to expand
on that, allowing you to spread your wings into a
group of companies that have strong defensive
qualities with a relatively low level of risk.

Capital preservation remains the key
consideration but with this portfolio you have an
expanded choice with a little more growth potential.

Selection criteria
Back in June 1998 we selected a group of blue chip
companies that offered insulation against the full
impact of a market downturn with diversity and
growth potential.

That list grew to include AMP, National Australia
Bank, Lend Lease, Westfield Holdings, Brambles,
News Corporation, Woolworths, Telstra, Westpac,

Commonwealth Bank, Foster’s, CSL and Coles Myer. 
There was, and is, nothing inherently wrong with

this selection. If they were all included from the
portfolio’s inception in June 1998 (four of the stocks
were included in April 1999), the performance has
been pretty good. Until March 2001 the portfolio rose
in value by 58.5% against a rise in the All Ords of
just 22.9%.

It was then that we took a second look and
decided that a few stocks had become less defensive
than we would like and that the portfolio had become
too heavily slanted towards banks and retailers.

Truly defensive
Our first task was the easy bit, deciding on those
stocks to keep. We quickly decided that Brambles,
Foster’s, Lend Lease, National Australia Bank,
Westpac and Westfield should retain their positions.
These stocks had great records in outperforming the
All Ordinaries Index over many years, although Lend
Lease is now trying its level best to change that.

All also had what we call true defensiveness - the
ability to hold their ground in falling markets. AGL
and Lend Lease were controversial choices but we’re
sticking by them for the time being as we think
there’s a reasonable chance they’ll eventually come

After settling into your starter portfolio, you may want to look further afield.
Here are a few suggestions on where to cast your eye.

Getting Defensive
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ortfolio
good. If nothing else, the downward draft that has hit
these stocks highlights the importance of maintaining
a properly diversified portfolio.

Then we looked at what should go. AMP was
excluded because it hadn’t been listed long enough,
spending most of its short listed life out of favour.

CSL was excluded because, with a PER of 91, it’s
horrendously expensive. Also on the block was
Commonwealth Bank as we felt it had become
overvalued when compared with NAB and Westpac
and the portfolio didn’t need three banks anyway.
News Corp went because it had a share price that
started to behave like a dot.com.

Retailers suffer
Then there were the retailers. Many suffer in a poor
economic environment and lack foreign currency
income, a helpful defensive factor. As much as we
like Coles and Woolworths, they had to go.

Now to the replacements. We reviewed the
universe of listed companies as it stood just before
the time of the crash of 1987. That gave us a good
indication of how such stocks fared in a bear market,
something that many investors had yet to experience.
Then we removed all those stocks that didn’t meet
the criteria defined in the sidebar to your right.

That left us with a short list of Leighton Holdings,
Futuris, AGL, Coca Cola Amatil, Rio Tinto and
Woodside. After that we threw in Harvey Norman
because of its canny ability to go up when the All
Ords is going down and QBE, because of the number
of up-years it has enjoyed thanks to a talented
management team.

Quality stocks
Of the resource stocks we opted for Rio Tinto, being
more diversified than Woodside, which may soon be
taken over. QBE Insurance seemed to have all those
qualities AMP lacks. AGL, with recurring income
from infrastructure, was a good idea at the time
although we’re prepared to stick with it despite the
recent escapades in New Zealand. We also included
Macquarie Infrastructure Group even though it
wasn’t in the above list. 

That brought our portfolio back to 11 quality
stocks. Now all we need is a good bear market to test
how the portfolio will fare.

You’ll find a description of all the stocks in our
defensive portfolio that aren’t in the starter portfolio
in the sidebar to your right.✦

Defensive Portfolio Selections
Westpac: One of our original inclusions along with NAB.
Banks are generally superficially assessed on the prettiness
of the front-end (the bit the customer sees) but in terms of
shareholder value, it’s the back-end (the bit the bank sees)
that counts. Here, David Morgan is doing a great job at
growing higher margin fee-based income while focusing on
making sure the company’s technology platform continues
to give it a competitive advantage.

Australian Gas Light: In hindsight, some may say we’ve
got this one wrong. In a short-term sense perhaps we have
but as always, we’re in it for the long term. This company
still has great assets and time heals all wounds.

Foster’s: We’ve made our feelings about Foster’s pretty
clear in the past. We love it. This company has a great
management team that has actually learnt some lessons
from its China foray. Now it’s attacking the global beer and
wine markets and is part of a select group of Australian
companies (read very small) that are making their presence
felt on a global scale.

Lend Lease: Needs to be thrown into the same category
as AGL, a good example of how quickly sentiment can turn.
Having sold MLC, Lend Lease is having trouble establishing
itself as a global force in real estate management and
development but the concept is strong. Despite testing our
faith, we’re prepared to stay with the company. The
strategy is unique and progressive, although untried.

Telstra: We’ve been sitting on the sidelines with Telstra for
a while now but as a medium term investment we think
that it will eventually come good. Monopolies, albeit
gradually declining ones, always make money. A few
boardroom changes and an extraction from the lamentable
PCCW deal would do wonders for the share price.

Defensive Selection Exclusions
Taking all listed companies, we excluded:

1. Small stocks with a market capitalisation of less 
than $1bn;

2. Stocks that had enjoyed fewer than seven up-years 
in the 13-year assessment period;

3. Stocks that had returned capital growth of less than 
10% p.a.;

4. Stocks that didn’t ‘beat’ the All Ords in at least two 
of the four bear years over the period (year end was 
19 October).
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The Investor’s
Portfolios Report

Stock Price ($) Last Recommendation Weighting Current Current No. of Current 
at 28/8/01 Issue # (Price at Time) at 10/07/01 (%) Yield (%) PER Shares Value ($)

Abigroup (ABG) 2.10 Long Term Buy - 80 ($2.12) 6 7.1 6.9 2,927 6,147 
Adsteam Marine (ADZ) 2.43 Long Term Buy - 83 ($2.08) 7 6.2 16.4 3,846 9,246 
Amalgamated Holdings (AHD) 1.90 Hold for asset value - 83 ($1.94) 6 6.3 7.6 2,577 4,896 
Australand (ALZ) 1.60 Buy for Yield  - 84 ($1.60) 5 7.5 9.9 2,857 4,571 
Brazin (BRZ) 1.42 Long Term Buy - 86 ($1.34) 7 9.2 13.8 6,034 8,568 
BankWest (BWA) 4.35 Buy - 84 ($4.33) 10 4.1 16.7 2,331 10,140 
Central Equity (CEQ) 2.05 Buy for Yield - 83 ($2.05) 7 7.3 7.9 3,415 7,000 
Forrester Kurts Properties (FKP) 0.93 Buy - 85 ($0.98) 5 6.5 6.1 5,882 5,470 
Great Southern Plantations (GTP) 0.54 Long Term Buy - 85 ($0.60) 6 16.7 3.4 9,091 4,909 
Leighton Holdings (LEI) 9.90 Hold for Upside - 86 ($9.80) 6 3.9 16.7 690 6,831 
Sydney Aquarium (SAQ) 3.60 Better value elsewhere - 66 ($3.69) 8 7.5 13.0 2,353 8,471 
Santos (STO) 6.45 Long Term Buy - 84 ($6.00) 7 4.7 8.1 1,133 7,308 
TAB Queensland (TQL) 2.85 Buy - 85 ($2.95) 10 4.2 18.4 3,817 10,878 
Westpac (WBC) 14.29 Hold for Upside - 79 ($13.31) 10 4.1 16.1 741 10,589 
TOTAL VALUE 105,024

I n c o m e  S t o c k  S e l e c t i o n s

income por
I

n the good old days one could visit the smiling
local bank manager, put some funds on term
deposit and get a reasonable return. Nowadays

you’re lucky to have a local branch, let alone a
smiling bank manager.

In the months leading up to its launch in issue 83,
we set about constructing a portfolio of stocks that
can do for you now what the term deposit used to do
in the past, plus a little bit more.

Our objectives were twofold. To preserve capital
and provide a steady, reliable dividend income
stream. That’s not to say you won’t enjoy some
capital gains but a satisfactory, regular income from
companies with minimal risk of bankruptcy has
guided our selections.

Selection criteria
Adelaide investors will get the most from these picks
but whatever your age, income stocks should find a
place in your portfolio, if only a small one.

For this type of portfolio, market sectors were at
the forefront of our minds. As various sectors move
in and out of favour, many high-yielding stocks will

come from a particular sector, the small retailers for
example. As investors cast these stocks aside prices
fall and yields increase. 

But selecting just the highest yielding stocks is no
way to develop your income portfolio. Capital
stability is paramount and diversification essential.
That’s why you won’t find this portfolio stuffed with
retailers and listed property trusts. We’ve aimed for
greater diversification than that.

Regular revision
We have also tried to develop a selection of stocks
that together will protect you from fluctuations in the
general economy. This should mean that once you’ve
built your portfolio, you won’t need to continually
tinker with it. This is a key point.

While we’ll regularly update our portfolios, the
income portfolio will be revisited less often. If it
does require regular revision, then we’ve probably
got it wrong in the first place. With the portfolio
now three months into its life we don’t believe this
is the case.

Now to another key point. We regularly alert

Adelaide investors, this one is for you. A secure mix of shares producing a
steady income stream is what our income portfolio is all about.

Picking stocks for income
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Income Portfolio Selections
Abigroup: Is a diverse contractor with construction and
maintenance activities. The short-term outlook isn’t
particularly exciting but this gloom makes the yield
attractive. If the construction sector does pick up, Abigroup
would look great.

Adsteam Marine: Notwithstanding tough trading
conditions, this global towage operator is a stable long-
term stock. It should continue to pay good dividends and
provide a bit of growth to boot.

Amalgamated Holdings: This hotel and cinema operator
hasn’t had the best of fortunes lately but it’s stable enough
to make an appearance in the portfolio.

Australand: A Sydney-based property developer that pays
quarterly dividends and, over time, should make a good
contribution.

Brazin: A niche retailer we’ve been keen on for a while.
Although the share price has been hammered, the dividends
continue to flow.

BankWest: While developing our portfolio the rumours
about a takeover from St. George were doing the rounds
which pushed the price up a little. Good company, though.

Central Equity: A Melbourne property developer that pays
quarterly dividends and, despite an expected fall in profits
this year, should continue with this generous policy.

Forrester Kurts: This Brisbane-based property developer is
probably the riskiest stock in the portfolio but the yield is
potentially very attractive.

Great Southern Plantations: This timber company has
given us a bumpy ride but we think the dividends are
attractive enough for it to play a part.

Leighton: The yield isn’t too impressive but this is a well-
run construction and engineering conglomerate with a
strong balance sheet.

Sydney Aquarium: A stable cash cow, or should we say
sea cow, providing an attractive return.

Santos: Our pick of the resource stocks. The yield is
impressive, although it could rise or fall with any dramatic
change in the oil price.

TAB Queensland: The smallest of the sector, it provides
the best yield and we have it as a cornerstone of the
portfolio.

Westpac: A bit of stability from one of the big four
completes our selections.

rtfoliosubscribers to the dangers of selecting stocks on the
basis of yield alone. A high yield may simply be a
function of a low share price and there’s usually a
good reason why a stock looks cheap.

That’s why you’re unlikely to find those stocks
that appear at the top of the list of high-yielding
stocks in the mainstream press in this portfolio. We
want to avoid companies with a higher than average
risk of going to the wall. Remember, too, that the
dividend figures one reads in the press are historical
and not a reliable guide to future returns.

You’ll also notice that we’ve only included
companies paying fully franked dividends. There’s
nothing wrong with unfranked or partially franked
dividends but as a semi-retired subscriber recently

remarked, he prefers
not to have to worry
about setting aside
substantial portions of
his dividends for the
taxman. Also, as

excess franking credits are now refunded to
shareholders, their value to lower income investors
has increased markedly.

To the stocks that didn’t make it. With banks
trading near record highs, their dividend returns are
at historical lows. While we have included a good
regional and one of the big four, that’s it.

We’ve avoided property trusts too because their
dividends aren’t fully franked. The gaming outfits,
TAB, Tabcorp, Jupiters and Burswood were left out
in favour of TAB Queensland. Similarly, Strathfield
Group, Noni B, David Jones and Harvey World
Travel were passed over in favour of Brazin.

AGL doesn’t pay fully franked dividends while
Bristile, Ridley and Foodland were rejected due to
poor balance sheets. West Australian Newspapers,
National Foods, Qantas and Orica were excluded
because we lack confidence in the strength of their
various businesses, managements or industries.

Please, buy only those stocks where our last
recommendation was favourable. We’ll be looking
for good entry points to the others in future issues. If
you want capital growth too, focus on those
companies where we have a buy recommendation
first and work from there.

Here, then, are the stocks in our income portfolio
with a brief description of each to the right.✦

Excess franking

credits are now

refunded
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The Investor’s
Portfolios Report

Stock Price ($) Last Recommendation Weighting Current Current No. of Current 
at 28/8/01 Issue # (Price at Time) at 7/8/01 (%) Yield (%) PER Shares Value ($)

Blue Chips
Amcor (AMC) 6.70 Long Term Buy - 86 ($6.82) 8 4.2 15.0 1,221 8,180
Foster’s Group (FGL) 5.26 Accumulate - 79 ($5.15) 7 2.9 21.2 1,270 6,680
Mayne Nickless (MAY) 6.25 Accumulate - 74 ($5.81) 7 2.1 15.4 1,111 6,943
Macquarie Bank (MBL) 39.11 Buy -  84 ($37.60) 8 2.4 28.2 218 8,525
National Australia Bank (NAB) 34.83 Hold for the Upside - 83 ($32.30) 8 3.8 16.5 235 8,185
Santos (STO) 6.45 Long Term Buy - 84 ($6.00) 7 4.7 8.1 1,080 6,966

Second Liners
Adsteam Marine (ADZ) 2.43 Long Term Buy - 83 ($2.08) 7 6.2 16.4 3,433 8,342
Delta Gold (DGD) 1.65 Hold for the Upside - 81 ($1.43) 4 2.4 13.7 1,705 2,813
Novus Petroleum (NVS) 2.00 Speculative Buy - 83 ($2.24) 4 N/A 7.9 1,364 2,728
SecureNet (SNX) 1.26 Speculative Buy - 84 ($1.27) 3 N/A 37.1 2,439 3,073
Toll Holdings (TOL) 24.45 Accumulate - 80 ($17.29) 7 1.2 36.1 372 9,095
TOTAL VALUE 101,534

G r o w t h  S t o c k  S e l e c t i o n s

growth por
C

apital preservation and a safe income stream
are top priorities but so, too, is capital
growth. That, afterall, is the reason why most

of us invest in the stockmarket in the first place. This
is where our growth portfolio comes into its own.

Most people want to make money, and lots of it.
Many want to do it with the least amount of effort.
These people, unfortunately, are the ones who

usually lose the lot
with alarming speed.
If making fast
money were that
easy, we at The
Intelligent Investor
could have saved
ourselves a lot of

hard work. The fact is, it isn’t, so don’t kid yourself.
Spend as much time building a growth portfolio as
you would buying an investment property, and
maintain it just as well.

Usually, capital growth and risk go hand in hand
but when managed properly, they can be useful allies.
That’s what we’ve tried to do with our growth

portfolio, the objective of which is to achieve capital
appreciation and dividend returns, if any, above and
beyond the performance of the All Ordinaries.

Remember that more time and attention needs to
be devoted to growth than income stocks. Think of it
this way. Income stocks are like matured (or at least
adult) offspring that have flown the coup, requiring
only an occasional check-up.

Volati le  teenagers
Growth stocks are like volatile teenagers - happy one
minute, grumpy the next. Just like riskier, growth
orientated companies, they need to be monitored
more closely to manage the inevitable ups and downs.

So, how did we arrive at our stock selections? Our
methodology contains a number of key themes
including diversification, the level of financial and
share price risk and the appropriate weighting for
individual stocks.

But there’s more to it than that. When building
your own portfolio, consider your age, disposable
income, debt levels and tolerance of risk. An analysis
of these criteria should help you exclude stocks that
don’t suit your psychological or financial profile,

While it’s important to preserve your capital base, that is by no means the
sole objective. This portfolio is all about growing your capital.

Picking stocks for growth

Spend as much time

building a portfolio

as you would buying

a property
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Growth Portfolio Selections
First up, the blue chips. Amcor has been rejuvenated after
spinning off its paper division and despite last year’s good
run, its global packaging empire is taking shape. It’s got a
nice yield too.

Foster’s has been a long-time favourite of ours and we
particularly like its prospects in the wine sector. Foster’s
also made it into our defensive portfolio.

In the health care sector, Mayne Nickless is the pick. It
has bounded ahead not only because of acquisition maestro
Peter Smedley’s appointment but also because his strategy
makes sense, particularly once the Faulding acquisition
passes. Afterwards, Mayne will be in an even better
position to grow.

Macquarie Bank and National Australia Bank (also in
our defensive portfolio) are the pick of the banks. They each
run different shops but have offshore growth exposure and
Macquarie rakes in lucrative infrastructure dollars too. Both
should continue to be rewarded. 

Santos made the grade because we like the future for oil
and gas and its healthy dividend payout.

For the second liners we started with Adsteam Marine.
After its acquisition of Howard Smith’s tugboat operations
it has acquired a virtual monopoly in Australia and is
expanding in the UK. Fundamental risk is high with
gearing levels up around 100% but steady cashflows
should cover it.

Novus has been included to run alongside Santos. It’s a
riskier play without the size of Santos but on the share
price front it has great potential.

We agonised over Toll Holdings due to its high PER and
the weight of investor expectations on its small but growing
shoulders. Flight Centre was excluded on this very point.
However, Toll’s growing logistics business hasn’t tripped up
yet and more growth should follow. It made it over the line.

You may be surprised to find Delta Gold in the portfolio.
While many believe gold is a thing of the past, in Aussie
dollar terms, gold earnings are at six-year highs.

Finally, we have included SecureNet, our technology
selection. It has earned favourable reviews thanks to its
truckload of cash and growing business, although it is far
more risky than the other picks.

rtfolioleaving you to focus on stocks that do.
For example, a young, single professional on a high

income should have a high growth strategy with
minimal focus on income stocks.

A retiree should avoid our riskier selections and
give priority to established stocks with solid growth
prospects and high dividends. In our portfolio we have
weighted it 65% towards blue chip companies and 35%
towards second liners. That does not necessarily mean
you should do the same.

Portfol io weightings
What about sectors? We plumped for health, due to the
baby boomer bulge and the government’s rebate, and
banks, now starting to stall at these higher prices,
although a couple still offer value. We also evaluated
some ‘green’ stocks, fast becoming a key growth sector.
This sector has boomed already and our ethical
portfolio on page 14 takes care of this area. Other
sectors like utilities, construction, resources and retail
were also scrutinised.

Now to the most important factor, risk. We used our
rating system for separating fundamental and share price
risk. Flight Centre and CSL have been extraordinarily
good performers for us in the past (and still are) but while
they have great businesses with low fundamental risk,
both are carrying too much share price risk for our liking. 

We also considered a company’s debt levels,
competitive position, cyclical exposure, capitalisation
and level of liquidity, the length of time the company
has been conducting business and, finally, the extent to
which growth expectations have been built into the
share price. This eliminated many good companies but
we were able to pinpoint a good group of stocks.

Then we considered the weighting to ascribe to
each. You will also notice that we have not spent all our
money at once, keeping about 30% on the side. We did
this because, in the current environment, it’s not easy
finding outstanding value. When good buying
opportunities emerge, we want to act quickly and not
have to sell anything to find the funds. 

In other words, we’re trying to establish and run this
portfolio as you would yourself - we haven’t assumed
an unlimited supply of funds. If this is the first time you
have seen this portfolio it doesn’t mean you should rush
out and buy these stocks now.

Wait until we have a buy recommendation on each
stock before stepping in. This again mirrors real life.
A good portfolio is built over time, not in a day.✦
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The Investor’s
Portfolios Report

Stock Price ($) Last Recommendation Weighting Current Current No. of Current 
at 28/8/01 Issue # (Price at Time) at 28/8/01 (%) Yield (%) PER Shares Value ($)

Blackmores (BKL) 6.35 Hold / Take Part Profits - 78 ($6.20) 12.5 4.6 17.6 1,969 12,503
CSL Limited (CSL) 47.60 Take Part Profits - 83 ($44.07) 12.5 0.6 91 262 12,471
Cochlear (COH) 48.06 Hold for the Upside - 78 ($38.00) 12.5 1.0 80.1 260 12,496
Energy Developments (ENE) 6.49 Hold for the Upside - 83 ($9.13) 12.5 0.8 38.2 1,926 12,500
Evergreen Forests (EVF) 0.40 Hold for the Upside - 78 ($0.42) 12.5 N/A N/A 31,250 12,500
Great Southern Plantations (GTP) 0.54 Long Term Buy - 85 ($0.60) 12.5 16.7 3.4 23,148 12,500
Novogen (NRT) 1.45 Hold for the Upside - 80 ($2.47) 12.5 N/A N/A 8,620 12,499
Pacific Hydro (PHY) 4.08 Hold for the Upside - 85 ($4.04) 12.5 1.0 18.6 3,064 12,501
TOTAL VALUE 99,970

E t h i c a l  S t o c k  S e l e c t i o n s

ethical por
I

t may sound like an oxymoron but ethics in the
world of investment is now big business. Like
most seachanges, it isn’t a result of all those

brokers and fund managers elevating their psyches to
a higher level, but of their clients demanding changes
to the point where they realised they could make a
buck from it. Lots of bucks in fact.

Youthful baby boomers forced on the world an
awareness of the fragility of the environment and the
need for quality of life, largely through an absence of
it. This has had a big impact on investment patterns
although the debate over what constitutes an ethical
stock still rages.

Raging debate
Some argue that as far as publicly listed companies
are concerned, there’s no such thing, nor can there
be. We, though, define an ethical company as one
that doesn’t harm the environment or take advantage
of the weak but produces things that improve the
quality of life in a sustainable way. They can’t do
business with oppressive regimes either. 

As you can imagine, these factors discount a huge
number of companies, including almost every
resource stock. But there are a few left with ethical
credentials and most pleasingly of all, most have been
excellent investments.

Now that we’re clear on definitions, let’s get down
to the business of which companies make the grade

not just ethically, but with sound financials and
fundamental businesses.

And that’s the hard part. While companies like
Earth Sanctuaries and the now defunct Australian
Plantation Timbers are shining examples of what can
be achieved by people with passion, we think they’re
lacking the qualities needed for us to recommend
them as good investments. There are plenty of

biotech
companies, too,
that are more
than happy to
talk up their
future prospects
but all too often
run into the same

problems. As with the tech stocks, most have or had
(many have already died) flawed business plans,
inadequate funding and inexperienced management.

That’s why we’ve left companies like Australian
Vaccine Technology, Forest Enterprises Australia
and Phoenix Technology Corporation out of the
portfolio.

Does this restriction mean that you have to accept
poor performance too? No, it doesn’t. Even when
measured in conventional terms, some ethical
companies have been outstanding investments. But
with these higher levels of return comes a higher

Not only does investing along ‘ethical’ lines cause less harm to planet earth, it
makes you feel good and can be quite profitable too.

The ethical dilemma

Some ethical

companies have

been outstanding

investments
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Ethical Portfolio Selections
Energy Developments: This company’s core business is
power generation using methane gas extracted from landfill
sites. Recently, the share price has been falling over
concerns relating to delays in commercialising it’s SWERF
technology (don’t ask). It’s a great company but now is not
the time to buy.

Pacific Hydro: Whereas Energy Developments deals
primarily in waste, Pacific Hydro deals in water, with a little
hot air thrown in. The company has made a profit every
year since 1996 but, as with Energy Developments, it’s
expensive right now. With a bit of patience you’ll probably
be able to buy in at a lower price.

Cochlear: One of the few companies that make a genuine
difference to the quality of people’s lives. It develops and
sells bionic ear implants, is well managed and has terrific
growth prospects. Again, the only problem is the price. For
those that don’t already own shares, gradually build up a
holding over time to minimise the chance of being caught in
any down draft.

CSL: Like Cochlear, this is a great company with an equally
great share price. It’s a global power in the human blood
plasma industry and a producer of human and veterinary
pharmaceuticals. The share price has risen by over 100% in
the last 12 months so if you don’t already own it, gradually
buy stock over a long period of time.

Blackmores: Everybody’s probably popped the odd pill or
two from a Blackmores vitamin and health supplement
bottle. It’s also a great company but has been finding the
going a bit tough of late. Wait for confirmation that things
are on the mend before buying in.

Novogen: Develops, manufactures and markets
prescription drugs and dietary supplements. Like many
biotechs Novogen’s share price swings wildly depending on
the quality and frequency of the news it’s releasing. Put it
on your watch list.

Great Southern Plantations: This outfit packages,
promotes and manages investments in timber plantations.
That’s its biggest problem thanks to the flak about the tax
effectiveness of its investments. The share price will remain
volatile but treat any downturns as an opportunity to buy. 

Evergreen Forests: A plantation forestry investment
company without downstream processing. It manages a
portfolio of radiata pine plantation forests in New Zealand
and managed to sidestep the recent falling in the sector.
We’re sticking with it, but be careful is very illiquid.

rtfoliolevel of risk, which is why it’s so important to
spread that risk across several stocks.

Since its inception in January 2000 our ethical
portfolio is up by over 30% but that doesn’t tell the
whole story. The contrast in performance between
one company and another could not be more stark.
Investing ethically can be a hair-raising ride that
tests the nerves of the most seasoned punters.

Ethical ly  fr iendly
Why the volatility? It’s all to do with psychology.
Ethically friendly companies have been gaining in
popularity for some time now. It’s got to the stage
where investors try to clamber on to anything that
looks remotely ethical.

The trouble is that it doesn’t take long for
reality to strike and the realisation that the word
‘no’ should have been put in front of the word
‘good’.

From a share price point of view Timbercorp is
one from our portfolio that falls into this category
and that’s why we’re suggesting you switch into
Great Southern Plantations.

Thankfully, not all ethical stocks have volatile
share prices. Take blood plasma company CSL and
Cochlear, which manufactures bionic ear implants.
These two companies are seemingly incapable of
putting a foot wrong so, despite their high
valuations, they made it into the portfolio.

Then there’s companies like Energy
Developments, Novogen and Pacific Hydro that
move in and out of favour depending on the
frequency and quality of their news flow.

Below that come the speculative companies that
either make it or break it (that’s the bank balance).
This is where the list grows quickly, as does the
level of risk that comes with investing in them.

Ethical  recommendations
Before we run though our list of ethical selections
it’s probably worth noting that we don’t have many
outright buy recommendations.

That’s not because we don’t like any of them.
To the contrary, we think all of the stocks in our
portfolio have a great future, it’s just that the timing
isn’t quite right. As we follow each of these stocks
in The Intelligent Investor, look out for changing
recommendations in future issues.

You’ll find a short description of each company
in the sidebar to the right.✦



tools
W

hile we suggest that you
spring-clean your
portfolio a couple of

times a year, we recommend that
you follow your stocks more closely
than that. That means doing more
than just reading the pages of the
mainstream financial press and The
Intelligent Investor, although that
will certainly help.

You also need to monitor
company announcements, read
annual reports and follow share
price movements, although not to
the point where you panic over a 5%
fall in the value of a particular stock

How do you do that? Well, it’s
much easier if you’ve got an Internet
connection. If you haven’t, we
suggest you use a friend’s or visit an
Internet café if you’re fortunate
enough to have one nearby. You’ll
probably only need to use it once
week.

While there are plenty of
websites offering company
announcements and share price
quotes, one of our favourites is
www.freelivequotes.com.au.

Watchlist  faci l i ty
Apart from being free, which is
pretty good, Free Live Quotes lets
you establish your portfolio on their
site using a watchlist facility.

You have the option to have the
website email you each time any
company in your portfolio makes an
ASX announcement or the price
reaches a level set by you, known as
an alert. Both are great tools for
helping you stay informed.

That’s the easy bit. Monitoring
and recording your dividend
payments, the value of your
portfolio and the transactions you

make is a little more difficult. The
whole task is made that much more
onerous by the complex nature of
the tax system but we’ve found a
great little program to help.

Maus Stockmarket Plus is a
personal investment software
program that simplifies the task of
managing and monitoring your
investments.

There are plenty of other
programs that do the same thing but
in our experience, this is one of the
best. It’s Australian-made, won a few
gongs and has recently been updated
to account for the changes to capital
gains tax and GST.

Charting tool
Maus Stockmarket Plus features a
useful charting tool, as does Free
Live Quotes, an investment
calculator and will help you
manage your share transactions,
managed funds and investment
properties. You can also download
share prices to update your
portfolio, although this service is
charged separately.

There are plenty of reporting and
analytical tools and a few nice add-
ons, including taxation reporting,
plus a screencam tutorial that takes
you on a tour of the features and
explains how to use them.

It doesn’t run on a Macintosh but
if you can live with that, it fits the
bill pretty well. If you are interested
in finding out more, call Maus on
(02) 9957 3827 or visit their website
at www.maus.com.

Declaration: The Intelligent
Investor does not receive any
financial compensation for
recommending these services. We
just think they’re pretty good.✦

We could write a book about tools to manage your portfolio but
we’ve got only a page. Here are two we’re happy to recommend.

Tools to manage your portfolio

DISCLAIMER:  This publication has
been prepared from a wide variety
of sources which The Strategy
Forum, to the best of its knowledge
and belief, considers accurate. The
Strategy Forum does not warrant the
accuracy of the information and
forecasts contained in this
publication. 

WARNING: No reader should rely
upon the information and/or
recommendations contained in this
publication. The Strategy Forum
strongly recommends that all
prospective purchasers of securities
should make their own enquiries
and, in particular, seek professional
advice from a financial consultant,
financial planner or stockbroker
before acting on the information
contained in this publication.

COPYRIGHT: Copyright © The
Strategy Forum Pty. Ltd 1998 acn
076 030 549. No part of this
document may be reproduced,
except as provided under the
Copyright Act, without the prior
written consent of 
The Strategy Forum. 

DISCLOSURE: Employees and/or
associates of The Strategy Forum
may hold one, or more, of the stocks
reviewed in this publication. This
should not be seen as a
recommendation.


