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Fundamental Analysis Filter 
This file continues the discussion of the 146 shares that came out of the 
September 15 2004 fundamental analysis filter that is described in chapter 11 of 
Building Wealth in the Stock Market. 
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A I Limited (AIE) 

 

 
 
Analysis This chart does not resemble either the value or growth models. I 
would waste no time on it. 
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Abacus Property Group (ABP) 

 

 
 
Analysis It is difficult to understand the complex structure of this security. It 
seems to be part trust and part company. In any event there is very little history 
to work on and the chart does not look like either the value or growth models. It is 
outside my investment plan. 

NOV DEC

02

JAN FEB MAR APR MAY JUN JUL AUG SEP OCTNOV DEC

03

JAN FEB MAR APR MAY JUN JUL AUG SEP

04

 100

 120

 140
MOV AVS 260(0)  day     116.9615  

M @ D 141102-150904 ABP - ABACUS PROPERTY GROUP > +1 to 124  



Copyright Colin Nicholson. Do not reproduce without permission. 7 

Acumen Capital Property Securities Fund (ACF) 

  

 
 
Analysis As a trust, it is outside my investment plan.  
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Adtrans Group (ADG) 

 

 
 
Analysis This is clearly a growth model chart, having a series of mark up phases 
interrupted by substantial consolidation phases. I have successfully bought into 
the last two mark up phases (1996/97 and 2002/03). 
 
Profits have grown fairly consistently, with a couple of slips, then recovered the 
following year 
PE Ratio 12.2, which is just below our filter criterion and below the market 
average of 15.2 
Dividend Yield 5.57%, which is attractive, compared to the market average of 
3.74% 
 
Assessment Growth model chart that appears to be in a consolidation phase. 
 
Conclusion I sold out of this share when it hit my sell stop. It would become 
interesting again if it broke upwards above the highs of the present consolidation 
phase. It will come up on the technical analysis filter at that time. 
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AJ Lucas Group (AJL) 

 

 
 
Analysis This appears to be a value model chart that has completed a 
distribution phase and is in a rally during a mark down phase. 
 
Profits Only five years of data available. Profits have been fairly erratic 
PE Ratio 9.0, which is attractive, compared to the market average of 15.2 
Dividend Yield 4.26%, which is above the market average of 3.74%. 
Conservative payout ratio has allowed dividend per share to be gradually 
increased 
 
Assessment  This is a potentially rewarding value model chart that is in the 
wrong phase to be of immediate interest.   
 
Conclusion Of no immediate interest unless it were to rally above the top of the 
last distribution phase. In that case it would be picked up by the technical 
analysis filter. 
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Alinta (ALN) 

 

 
 
Analysis With only just on four years of data, this may be a growth model chart, 
or a value model chart, in a strong and sustained mark up phase. 
 
Profits Short history, but growing strongly 
PE Ratio 11.2, which is just below our filter criterion and below the market 
average of 15.2 
Dividend Yield 4.84%, which is above the market average of 3.74%. Dividends 
have been increased substantially each year since listing 
 
Assessment  This is exactly the kind of share I am looking for. It shows good 
growth in the business, is in a strong uptrend and is available at a price that 
represents good value. Many shareholders were unsettled by the sharp drop 
after the capital raising in early 2004 and it would probably have hit sell stop 
levels.  However, it has since gone on to new highs for the trend and should have 
been repurchased if it was sold into the drop. 
 
Conclusion Alinta will look very attractive to buy if it consolidates around current 
prices for six months or so and then breaks upward again, allowing a purchase 
closer to the 260-day moving average. 
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Alliance Finance Corporation (AFC) 

 

 
 
Analysis With just on two years of history, there is not enough information to say 
which model this chart falls into. However, it could be that we are looking at a 
value model chart that has completed a mark down phase, followed by an 
accumulation phase and that is now in a mark up phase.  
 
Profits Only two years available, but showed growth 
PE Ratio 9.1, which is attractive, compared to the market average of 15.2 
Dividend Yield 5.96%, which is attractive, compared to the market average of 
3.74% 
 
Assessment This chart meets my criteria of being in an uptrend and 
representing good value. However, it is a small company and somewhat thinly 
traded. I did not add it to my portfolio because I already had two such small thinly 
traded shares in my portfolio. 
 
To some extent the good PE ratio and dividend yield represent a premium for risk 
for liquidity risk and specific risk, it being a consumer finance company. 
 
Conclusion I would like to see it get clearly above the highs of the listing month, which 

represent a resistance area. If it does, it will come up on the technical analysis filter. It will be then 
well worth considering as a risky and perhaps therefore minor position in my portfolio.  

JUN JULAUGSEPOCTNOVDEC

02

JANFEBMARAPRMAYJUN JULAUGSEPOCTNOVDEC

03

JANFEBMARAPRMAYJUN JULAUGSEP

04

 30

 40

 50

 60
MOV AVS 260(0)  day     41.8135  

M @ D 250602-150904 AFC - ALLIANCE FINANCE CORPORATION LTD > Steady 52  



Copyright Colin Nicholson. Do not reproduce without permission. 12 

Amcom Telecommunications (AMM) 

 

 
 
Analysis This is clearly a value model chart. It appears to have completed an 
accumulation phase in 2003, but gone into a higher level accumulation phase 
since then. It may also be one of those trends that unfolds in a series of trading 
ranges as described in Dow Theory as ñlinesò. See also the Sims Group case 
study in Chapter 14. 
 
Profits Losses, followed by a small profit in 2003/04 
PE ratio AFR ratio seems to be based on an incorrect EPS. Aspect Huntley 
Equity Review shows the PE ratio is over 40 
Dividend Yield 1.4% which is well below the market average of 3.74% 
 
Assessment This chart would be interesting if it broke out upwards above the 
present consolidation/accumulation phase. However, it is very speculative on its 
fundamentals and is therefore outside my investment plan as not affording a 
margin of safety. 
 
Conclusion Too speculative at present, but it might become more interesting if it 
can make consistently good profits. 
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ASG Group (ASZ) 

 

 
 
Analysis Since listing in 2000 this chart has been in a mark down phase. It could 
be forming an accumulation phase, but this could be wishful thinking.  
 
Profits Made large losses until 2003/04 when also paid first dividend 
PE Ratio 10.4, which is below market average of 15.2 
Dividend Yield 5.19% which is attractive, compared to the market average of 
3.74% 
 
Assessment This is a speculative situation in an unseasoned company. It may 
be on the verge of proving its business model, but it does not afford a margin of 
safety. The attractive fundamental ratios are probably a reflection of the greater 
risk. 
 
Conclusion This could turn out to be a company just coming of age. In that case 
it will come up on the technical analysis filter when it completes the potential 
accumulation phase and moves above the 2003 peak. It may look a better match 
to my investment plan then and can be re-evaluated at that time. 
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Aspen Group (APZ) 

 

 
 
Analysis Insufficient history to make any judgement. It is possible to speculate 
on it being about to break out above an accumulation phase.  
 
This is a stapled security and as such it is not a straight-forward share and 
outside my investment plan.  
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Atlas Group Holdings (AHS) 

 

 
 
Analysis There is insufficient historical data to form a view on this chart. Again, it 
could be speculated that this is an accumulation phase. 
 
Profits Only two years available. However, this is not a new company and it is 
not a small business 
PE Ratio 9.3, which is attractive, compared to the market average of 15.2 
Dividend Yield 6.9%, which is attractive, compared to the market average of 
3.74% 
 
Assessment This is a steel distribution business that was listed for many years, 
taken over and now has been floated again. If it were to begin to clearly trend 
upward above $1.20, we could assume that it has completed an accumulation 
phase and is in a mark up phase. 
 
Conclusion Well worth considering if and when it begins to trend. 
 
PS. Subsequent to writing this, I purchased this share, when it broke above 
$1.20.
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Auspine (ANE) 
 

 
 
Analysis This share also came up on the 23 June technical analysis filter. It is 
clearly a value model chart that has already travelled some way in a strong mark 
up phase. I have little to add to the previous assessment. My updated 
assessment, which should be read in conjunction with my earlier remarks is: 
 
Profits Patchy, but made a profit in nine of the last ten years 
PE Ratio 7.5, which is attractive, compared to the market average of 15.2 
Dividend Yield 5.09%, which is attractive, compared to the market average of 
3.74% 
 
Assessment The low PE ratio and high dividend yield probably reflects the level 
of cyclical risk. From a chart viewpoint, Auspine is nearing the $4 to $5 band 
where heavy resistance might be expected from buyers at the top of the last 
cycle in 1994 and 1995. 
 
Conclusion It is worth reviewing, if it can break above the 1995 peak, and if it 
still represents good value at that time, so affording a margin of safety. 
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Austin Group (ATG) 

 

 
 
Analysis This is clearly a value model chart. It seems to be forming a distribution 
phase. 
 
Profits Very erratic, though the last three years have been solid 
PE Ratio 9.9, which is attractive, compared to the market average of 15.2 
Dividend Yield 8.96%, which is more than double the market average of 3.74% 
 
Assessment  The low PE ratio and high dividend yield probably reflect the 
erratic history and doubts about the prospects for this company. This is also 
suggested by the lack of progress in the share price over the last year and a half. 
 
It is possible that Austin Group could evolve into another growth phase rather 
than sink into a mark down phase. In that case it will break upward out of the 
current trading range and come up on the regular technical analysis filters. 
 
Conclusion This share is not of interest with the chart suggesting that it is in a 
distribution phase. If that changes it will come up on the technical analysis filter 
and can be reassessed at that time. 
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Australand Holdings (ALZ) 

 

 
 
Analysis This looks like a chart in a very sluggish mark up phase as evidenced 
by its failure to stay above the 260-day moving average.  
 
It is also a stapled security, so is outside my investment plan.  
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ANZ Bank (ANZ) 

 

 
 
Analysis This is a chart that is difficult to classify with any certainty at this point. 
There are two ways to look at it.  Since 1993, it has been more like a growth 
model chart than a value model chart, with a series of mark up phases and 
consolidations. However, prior to that it was more like a value model chart. It is 
not that unusual for companies to break out of a value model pattern into a 
growth phase and later revert to a value model chart. This means that the 
present trading range could be a consolidation phase in an ongoing growth 
model chart or a distribution phase in a value model chart. 
 
Profits Solid and with consistent growth in recent years 
PE Ratio 12.2, which is just inside our filter criterion, but moderately below the 
market average of 15.2 
Dividend Yield 5.24%, which is higher than the market average of 3.74% 
 
Assessment The ratios are not outstanding for a bank, which is inherently more 
risky than an industrial company. Of more concern is that we could be looking at 
a distribution phase on the chart. 
 
Conclusion I would want evidence that it is a growth model chart in the form of a 
very clear and decisive breakout above the present trading range on the chart. 
Until then, the suspicion is that it is a value model chart at the top of its cycle. 
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Australian Agricultural Company (AAC) 

 
Analysis There is not very much history, but this share traded in a downtrend 
after listing in 2001 and is now clearly trending up. I would see all the price action 
until mid 2003 as an accumulation phase on a value model chart or a 
consolidation phase on a growth model chart. As this is company is in the 
primary industry sector, its business is likely to be cyclical and therefore I would 
presume it to be a value model chart in a mark-up phase. 
 
Profits Only three years available, which were inconsistent. I noticed that sales 
were up much more than profits in the 2003/04, which suggests a squeeze on 
margins 
PE Ratio 12.3, which just inside our filter criterion, but moderately below the 
market average of 15.2 
Dividend Yield 4.35%, which is higher than the market average of 3.74% 
 
Assessment The ratios are not outstanding for a primary industry company, 
which has significant risk areas compared to an industrial company e.g. 
commodity prices, currency and weather. This makes valuation by PE ratio and 
dividend yield inappropriate as the earnings stream is not maintainable and will 
be highly variable unless there is extensive diversification by product and 
geography. 
 
Conclusion This type of share is outside my investment plan ï see also Namoi 
Cotton Co-operative later. 
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Australian Energy (AEN) 

 

 
Analysis There is just enough history to see a clear pattern on this chart. There 
appears to be a mark-down phase after listing in 2001, which was followed by an 
accumulation phase from mid 2001 through mid 2003. A mark-up phase seems 
to be in progress.  
 
Profits Three years of losses, followed by two years of strongly growing profits 
PE Ratio 11.6, which is quite close to the filter criteria, though below the market 
average of 15.2 
Dividend Yield 2.22%, which is well below the market average of 3.74% 
 
Assessment This seems to be an electricity utility company. Utilities are a 
specialised area and are usually characterised by reliable earnings streams and 
are essentially like a fixed interest investment. This means it is probably outside 
my investment plan. The dividend yield is also rather low, so it is not really worth 
my while investigating further. 
 
Another issue is that the rate of ascent has slowed back to the 260-day moving 
average. This sometimes happens just before a mark-up phase resumes, but in 
this case it is also possible that the mark-up phase may have moved into a 
distribution phase. A move to new highs is needed to make it of any interest. 
 
Conclusion Not of interest, so move on. 
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Australian Infrastructure Fund (AIX) 

 

 
 
Analysis This is a stapled security of a trust and a company. As such, it is 
outside my investment plan. It does seem to be in a mark-up phase, though for 
anyone whose investment plan includes this type of security. 

JFMAMJJASOND

97

JFMAMJJASOND

98

JFMAMJJASOND

99

JFMAMJJASOND

00

JFMAMJJASOND

01

JFMAMJJASOND

02

JFMAMJ JASOND

03

JFMAMJJASOND

04

 120

 140

 160

 180

 200

 280
MOV AVS 260(0)  day     169.4846  

M @ D 060397-150904 AIX - AUSTRALIAN INFRASTRUCTURE FUND > -2 to 200  



Copyright Colin Nicholson. Do not reproduce without permission. 23 

Australian Leisure and Hospitality (ALH) 

 

 
 
Analysis This company was under a protracted takeover offer. It was a 
potentially profitable arbitrage situation which paid off well when a three-way 
battle ensued. However, arbitrage plays on takeovers are outside my investment 
plan. 
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Australian Pipeline Trust (APA) 

 

 
 
Analysis As a trust, it is outside my investment plan.  
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Australian Pure Fruits (AFL) 

 

 
Analysis This is clearly a value model chart in a mark-up phase. 
 
Profits Losses in four of the last six years, but a good profit in the last year 
PE Ratio 8.7, which is attractive at about half the market average of 15.2 
Dividend Yield 1.5%, which is well below the market average of 3.74%. Note 
this was in the first half of the last year and no dividend was paid in the second 
half 
 
Assessment The first concern is that this is a very thinly traded share. It took 
over three years to get 260 days of trading for the moving average. However, the 
level and frequency of trading has picked up in 2004 and is now satisfactory for 
my investment plan.  
 
This is clearly a difficult situation to assess without a lot of research. There is no 
solid history of profits, so it is a pure speculation. The PE ratio is attractive, but 
may indicate an expectation that the profit achieved last year will not be 
repeated. The failure to pay a second half dividend heightens that suspicion. 
 
Conclusion This is one of those fascinating ones that I leave to the glory 
seekers. There are plenty of easy ones without spending a lot of time on a 
situation that is ultimately only going to be an informed gamble. If it really comes 
good, it will come up on future filters and can be reconsidered then. 
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AV Jennings Homes (AVJ) 

 

 
Analysis This seems to be a value model chart. There is a multi-year 
accumulation phase, followed by a strong mark-up phase that is still in progress. 
 
Profits Uneven - large swings from year to year, but recent good growth 
PE Ratio 5.8, which is attractive at less than half the market average 
Dividend Yield 5.91%, which is attractively above the market average of 3.74% 
 
Assessment The low PE ratio and high dividend yield is typical of companies in 
the residential housing development market, which is perceived to be at a 
cyclical peak and to therefore represent high risk. The risk is that if the profit falls 
by, say, 50%, as has happened in the past. This is quite possible in a housing 
slump. Then the PE ratio will not look too good and the dividend is likely to be 
reduced. This is not therefore a normal industrial company and requires expert 
knowledge of the industry to play in such a risky field near the presumed top of 
its cycle. I was interested in this stock a few years ago and actually owned it for a 
while. There was an effective takeover by a Singapore company which owned 
95% of the shares, so it became illiquid. That shareholding has now been 
distributed to shareholders of the Singapore company and it is liquid again. 
 
Conclusion While superficially attractive, a quick check of the Aspect Huntley 
Equity Review website pointed to its apparent under valuation really being a 
premium for risk. 
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Avatar Industries (AVR) 

 

 
 
Analysis Without knowing anything about a share, if it has fallen from over $8 to 
under 20c it should suggest that it has had a near-death experience. It is a 
classic value model chart, but without so far forming much of an accumulation 
phase. If the business recovers quickly, it may not form a very wide accumulation 
zone. Alternatively, it may form a wider accumulation pattern, now that it has had 
an initial bounce off the lows. 
 
Profits Very variable, with losses in three of the last five years 
PE Ratio 7.4, which is attractive at about half the market average of 15.2 
Dividend Yield 6%, which is attractively above the market average of 3.74% 
 
Assessment This strikes me as being one of those companies whose share 
price was driven to ridiculous heights in the 1990s boom. The likelihood is that its 
recovery will take quite a while. It has already largely missed the bull market that 
began in March 2003. Many similar situations in the past have resulted in the 
company essentially missing the next bull market. 
 
Conclusion Although the ratios are attractive, and it may be in a mark-up phase, 
this is not a sound and healthy business with a good track record. It may be a 
recovery story, but my investment plan is to look for a margin of safety which is 
not present here in the form of a consistently solid business. 
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B Digital (BBB) 

 

 
 
Analysis This is clearly a value model chart. A sickening mark-down phase that 
took it from about 90c to 7c led into an accumulation phase and it is now in a 
strong mark-up phase. 
 
Profits Three years of losses, followed by three years of profits, which were 
strong in the last year 
PE Ratio 11.5, which is not too far below our criterion for the filter, but 
reasonably below the market average of 15.2 
Dividend Yield 2.9%, which is well below the market average of 3.74% 
 
Assessment This dividend yield needs to be interpreted in the light of it being 
the very first half-year dividend from a business that has been gradually growing 
to a sustainable size. The chart is right on what I am looking for in my investment 
plan.  This is a share that is well worth considering under my criteria. If the 
business keeps developing, the ratios will improve.  
 
Conclusion There may well be better opportunities on balance in the present 
market, but this one would be worth an initial investment and then building the 
position if its results and especially its chart keep confirming its growth. 
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Bass Strait Oil Trust (BSO) 

 

 
 
Analysis As a trust, it is outside my investment plan.  
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Beach Petroleum (BPT) 

 

 
 
Analysis This is one of those charts that simply does not fit either the value 
model or the growth model. When it broke upward in late 1999/early 2000, it 
looked as though it may have been a value model chart. However, it has just lost 
its way since then. If anything it is forming a huge distribution phase. 
 
Conclusion  I would not waste time on it, especially as it is also a resources 
share, so the PE ratio and dividend yield measures are inappropriate. 
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Becker Group (BKR) 

 

 
 
Analysis This is clearly a value model chart. It seems to have broken out of an 
accumulation phase, but needs to move above the 2004 highs to confirm a clear 
mark-up phase. 
 
Profits After three years of substantial losses, it has clawed its way back into 
profits over the last four years 
PE Ratio 9.2, which is attractively below the market average of 15.2 
Dividend Yield Has not paid a dividend since 1997 
 
Assessment This is a company that has been recovering from a bad period. On 
an earnings multiple basis it looks reasonable value, but the lack of a dividend 
makes it questionable for my investment plan. 
 
Conclusion It is worth watching for signs of further improvement, but is not quite 
what I am looking for at this point. 
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Berklee (BER) 

 

 
 
Analysis This seems to be a value model chart. It seems to have broken down 
from a distribution phase. 
 
Profits No losses, but profits are quite variable. The last three years have shown 
steady improvement 
PE Ratio 8.0, which is attractively below the market average of 15.2 
Dividend Yield 5.71%, which is attractively above the market average of 3.74% 
 
Assessment The ratios are attractive. However, the share is thinly traded and 
this could explain their apparent value. However, more likely the market is 
expecting a slip in profits, which is also suggested by the chart.  
 
Conclusion If it was able to reverse the breakout downwards and go to new 
highs for the mark-up phase, it would be worth looking at again. In that case it will 
come up on the 52-week new highs filter. 
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Bluescope Steel (BSL) 

 

 
 
Analysis This is clearly a mark-up phase. We cannot say from the chart whether 
it is a value model or growth model chart. However, by reference to its industry, 
which is cyclical, it should be assumed to be a value model chart without 
evidence to the contrary. 
 
Profits Since listing, two years of large profits and good year on year growth 
PE Ratio 10.7, which is below the market average of 15.2 
Dividend Yield 3.61%, which is just below the market average of 3.74% 
 
Assessment This is a very solid business. It passes all of my investment plan 
tests except for a high dividend yield, but that would be exceptional in such a 
strongly growing big industrial company. 
 
Conclusion This is a strong candidate for my portfolio. It is not currently in it, 
because I have found some excellent smaller companies. 
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Boral (BLD) 

 

 
 
Analysis We have evidence of what may be part of an accumulation phase on a 
value model chart or a consolidation phase on a growth model chart at the 
beginning of the chart, followed by a strong mark-up phase. It is impossible from 
the chart to identify which model it belongs to at this stage. However, since the 
company is in a cyclical industry, we might have a working assumption that it is a 
value model chart. 
 
Profits Since 1999 there is a strong pattern of increasing profits 
PE Ratio 10.8, which is below the market average of 15.2 
Dividend Yield 4.35%, which is moderately above the market average of 3.74% 
 
Assessment The low PE ratio and higher dividend yield may reflect the cyclical 
risk in Boralôs industry, rather than undervaluation. Nevertheless, this is an 
extremely strong chart and fits my investment plan. 
 
Conclusion I did own this stock in 2001 and made a good gain, but sold when it 
hit a stop-loss level. I did not repurchase it when the trend reasserted itself 
because of concerns about the industry being near a peak. So far that fear has 
not been borne out. See also Brickworks below. 
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Brickworks (BKW) 

 

 
 
Analysis This is an interesting one. It clearly used to be a value model chart 
from 1990 to 2000. However, since then, it has been in a mark-up phase that has 
taken it right out of the range of previous cycles. It could be seen as a growth 
model chart now. However, it is not that unusual for a value model chart to have 
such strong mark-up phases, so I am inclined to treat it as a value model chart 
until it proves to us that it is a growth model chart, by perhaps forming a long 
consolidation and breaking higher. 
 
Profits Solid and growing, especially in the last two years  
PE Ratio 10.1, which is below the market average of 15.2 
Dividend Yield  2.09%, which is well below the market average of 3.74% 
 
Assessment The chart is trending strongly and the PE ratio is low. However, the 
low dividend yield makes it less attractive on a margin of safety basis. I have 
been extremely wary of companies tied to the fortunes of the building industry 
which is towards the end of a multi-year boom.  
 
Conclusion This chart almost fits my investment plan. However, I have passed it 
up in favour of situations with a better margin of safety and less vulnerable 
industries. See also Boral above. 
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Bridgestone (BDS) 

 

 
 
Analysis This is almost a text-book perfect example of a value model chart. It 
seems to be in a mark-up phase that is finding resistance in the vicinity of the last 
distribution phase. 
 
Profits Follow a cyclical pattern, flattening out in the last year 
PE Ratio 7.7, which is attractively below the market average of 15.2 
Dividend Yield 4.17%, which is moderately above the market average of 3.74% 
 
Assessment The fundamental ratios are reasonably attractive, but will partly 
reflect the cyclical nature of the business and the low liquidity in the shares. The 
chart appears to be in danger of starting to form a new distribution phase.  
 
Conclusion We have probably missed the mark-up phase in this share. 
However, if it were to break upwards strongly, it would call for a re-assessment. 
In that case it will come up on the technical analysis filter at that time. 
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Caltex Australia (CTX) 

 

 
 
Analysis This is clearly a value model chart. 
 
Profits  Patchy. Fell sharply in 2000 and made loss in 2001. Strong since then  
PE Ratio 5.5, which is attractively way below the market average of 15.2 
Dividend Yield 2.39%, which is well below the market average of 3.74% 
 
Assessment  This has been a turn-around situation, which has richly rewarded a 
trend follower. In hindsight this would have been a very good share to have 
bought late in 2002 after it returned to profit in the year ended June 2002 and 
broke above a good accumulation area. Despite looking at it many times, I could 
not bring myself to accept the risk. The lack of a dividend at the time put it 
outside my investment plan.  
 
Conclusion The PE ratio has improved remarkably since the time of the 
technical analysis scan. Maybe I just do not understand this situation. However, 
when in doubt, I stick to the plan and let it go. It looks as though I missed a great 
investment in hindsight. Hindsight is a wonderfully accurate system. 
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Cellnet Group (CLT) 

 

 
 
Analysis This is a difficult one to classify. There are two ways to look at it: 

1. We appear to be looking at a mark-down phase. There is a lower trough in 
2001, a lower peak in 2002, a lower trough in 2003 and the 2004 upswing 
is still below the 2002 peak. The sequence of lower peaks and lower 
troughs is unbroken and suggests that we have to say it is still in a 
downtrend. There is no sign of an accumulation phase.  

2. The more optimistic view is that the trough in 2003 is an accumulation 
phase and we are now looking at a mark-up phase. I am inclined to regard 
this as speculative until the 2002 peak is exceeded. 

 
Profits Makes widely fluctuating profits 
PE Ratio 7.9, which is attractively below the market average of 15.2 
Dividend Yield 7.99%, which is attractive at double the market average 
 
Assessment The very low PE ratio and high dividend yield suggest that the 
market is worried that the profit will dip sharply again.  
 
Conclusion It has attractive ratios on the surface. There is a possible view of the 
chart to say it is trending up. I would re-assess this chart if it rose above the 2002 
peak in the present uptrend, which would suggest the second view in the 
analysis section above was more tenable. 
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Centennial Coal Company (CEY) 

 

 
 
Analysis This is clearly a value model chart which has a very strong mark-up 
phase in progress. 
 
Profits Growing strongly over the last four years 
PE Ratio and Dividend Yield are not appropriate for a resources company 
 
Assessment This is a solid coal producer which is benefiting from a price and 
volume boom driven by China and a high oil price. It is a great chart. 
 
Conclusion This is the kind of resources chart that I would buy ï the earlier in 
the cycle the better ï but it is never too late to join a great uptrend if the market 
still looks to be orderly. These trends have a habit of going further and for longer 
than we imagine. Nevertheless, I am inclined to leave it to the resources experts 
at this point, because I am not short of good opportunities in the industrial sectors 
where the shares fall well inside my investment plan. 
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Central Equity (CEQ) 

 
Analysis This is not quite so easy to classify, but I see it as a value model chart. The price action 
since 2000 could be a big distribution phase. However, I am more inclined to see it as a shallow 
cycle and now possibly forming a distribution phase. This is a little clearer if we change the chart 
from a semi-log to a linear scale: 
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Profits Reasonably consistently growing profits 
PE Ratio 5.3, which is attractively below the market average of 15.2 
Dividend Yield 6.34%, which is attractively above the market average of 3.74% 
 
Assessment The low PE ratio and high dividend yield are typical for property 
developers, which have a long chequered history and are operating in a very 
heated market. In other words the risk is high. 
 
The chart is not currently attractive either, unless it were to break strongly higher.  
 
Conclusion There is not a margin of safety here and the chart is quite 
unattractive. If the property crash risk passes and it breaks higher, it would call 
for a re-assessment. It would come up on the technical analysis filter at that time. 
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Challenger Beston Wine Trust (CWT) 

 

 
 
Analysis As a trust, it is outside my investment plan.  




























































































































































































































