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Market Wrap 
 

The tale of three charts. 
 
The market moved to new lows yesterday or did it. These days we get so much information 
we are generally over loaded. This leaves us in a position of making poor decisions.   
 
Take a look at the three below charts. Note all charts are over the same time period, the 
difference is the index used. 
 
First, a chart of the top twenty companies, these are the big core blue chip shares. Such as 
BHP, RIO, ANZ, NAB Wesfarmers etc.  
 
You will note that this chart is moving up. What this is showing us is that people are investing 
the big blue chip shares. As such the values of these shares are improving.  
 
 

 
 
Second a chart over the ASX 200, the top 200 companies. What is clear here is that the 
market is not moving up but is in fact back down to its lows of November.  
 
 

 
 



Finally we take a look at the All Ords index over 500 companies, here the market closed at a 
new low yesterday. This chart clearly indicates that the market is moving down.   
 
 

 
 
What does this mean? 
 
In short it is the smaller stocks which are currently been sold down while the blue chips are 
holding up well. As the market is not an exact science you need to be able to interrupt what is 
happening and form your own opinion.  
 
I believe that investors are back looking for income as opposed to growth. The blue chip 
stocks have a long history of providing good income and keeping debt levels low. I expect to 
see the blue chip stocks continue to rise in the coming year. I also expect that highly geared 
stocks and any stocks cutting dividends to continue to fall.  
 
I will continue to buy the blue chips and hold for the income, at some point in the future we 
will look back and point to the low, but unless you have invested it will do you little good.  
 
From the above charts the smart money believes that there is still good value in the blue chip 
shares. I will be following the smart money.   
 
 

ANZ – Cut in dividend helps share price.  

 
ANZ has come out with a half year report in line with expectations, the big surprise 
was the 25% cut in their dividend. Despite this bad news the share price rose a healthy 
4.4% on the day. Let’s take a closer look, even after the cut in dividend ANZ is on a 
yield of 8% plus they are also the only major bank not to have come to the market to 
raise capital. It would seem that they have taken the old fashion approach to paying 
down debt and paying dividends. The market was clearly happy with the stock 
pushing the price of the stock back above $13 per share. The volume on the day was 
3.5 times larger then the volume leading up to the result. I take this as a bullish view 
on the stock.  
 
ANZ like all of the major banks has a long way to go to. It has flagged a $3 Billion 
cash earnings for the financial year 2009 which is slightly below market expectations. 
Their bad and doubtful debts estimate was in line with expectations but there is some 
fear that this could move higher in the coming year as the Australian economy 



continues its current economic woes. In summary I have a positive view on the stock 
and on Australian banks in general, I fully expect to see the financial sector lead the 
way for the recovery be it in 2 months or 2 years as such for me holding some ANZ in 
your portfolio at an 8% yield would be a positive.   
 
Until next week.  
 


