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A1 Invest 003 004
mat14 .85
AAC Ltd 1.09 110
AACL Hold 001 015
AAviatnSrv 157 1.60
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Acrux -03 353 357
Actinogen +.006 .01 019
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Adeffecti 01 013
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Adslot -001 042 044
AdvanShar .65 .68
AdvBrakin +.001 014 016
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AerisEnv 16 19
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AHC Ltd 212
AHG Ltd -05 | 327 328
Ainswrth +.23 419 424
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Amcor -06 | 953| 955
AMP -03 5.02 5.03
AMPCap ordun -01 .69 0
AMPGrpFin mat19 +.50 | 103.10 | 103.60
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Analytica .02 022
ANB 15 .25
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ANZ Bank -07 | 2837| 2839
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ovprf -14 | 9970 | 99.80
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mat22 +.35 | 10255 | 102.60
AP Eagers -09 4.05 4.20
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APAGroup stpld -05 6.17 6.18
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APN Prop 225 23
APNewsMed +.015 265 21
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ARBCorp -14 | 1146 | 1147
ArdentLei stpld -02 164 1.66
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Argo +.05 6.33 6.36
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Aristocrt +.01 4.05 4.08
Armidale 045 05
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Artist +.003 019 02
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ASF Grp 19 195
ASG Grp -.005 32 325
AsianMast -01 75 98
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Aus Wealth Inv -01 37 .39
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Ausenco -09 211 213
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AustAgrProj 009 011
Austal +.03 725 74
Austbroke -02 | 1089 | 1091
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opt13 001
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Austland stpld 340 342
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AxiomProp 035 041
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B & A Bank mat14 100.00 | 100.75
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ovprf +.16 | 10485 | 10493
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85 89
.05
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Bluescope +.06 442 443
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Bluglass 15 155
BoartLong +.045 665 675
BoneMedic .00t 002
BoomLog A1 115
Boral +12 | 420] 422
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HERE has been increasing talk of

‘“green shoots” emanating out of

the United States. It’s a term used

toindicate signs of an economic
recovery after along downturn.
However, we are somewhat sceptical,
given the constant jawboning by Ben

Bernanke “predicting” a strong recovery

ever since his first TV interview in 2009.
Despite this, an improving housing

industry, improvement in factory utilisation

(now at 80 per cent), the purchasing

managers index (PMI) signalling expansion

since August 2012, and signs of an
improvement in US employment and the

participation rate, mean that this recovery

may in fact have some legs.

Given the US is an economic powerhouse

in terms of Gross Domestic Product —

representing about 24 per cent of the world

economy — if it is in a recovery phase, with

more houses and infrastructure being built

and factories running closer to capacity,
this should support commodity prices.
A growing economy needs more raw

inputs, materials and refined products to

support its growth. Despite this,

commodity prices (and hence the price of

shares in Australian resource businesses,

asrepresented by the S&P Small

Resources Index) are down almost 50 per

cent in the past 12 months.
We at Montgomery Investment

Management believe even if we see green

shoots and an economic recovery in the

US, we remain cautious on the prospects

for commodities and Australian miners.

Alot of people clearly disagree with our

wary view. We have watched from the

sidelines as price falls have been followed

by anincrease in calls by activity
promoters to re-allocate portfolios into
the resource sector, given the apparent

value on offer. While we may appear overly

cautious, we consider the fact that over

the past decade China has accounted for a
large proportion of the increasing demand

and prices in pretty much everything
resource based.

In 2012, China’s share of global demand

for steel sat around 50 per cent.
Furthermore, between 2001 and 2011

China accounted for a high proportion of

the growth in energy and metals and
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CapitolH .235 | +.025 225 235 255 042 7975 | 1.91f
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CH Retail units 3.97| +08 3.96 397 449 322| 15137 | 6.75
ChallDiv stpld 2,65 +02 2.63 2.66 283 216 409 | 6.49
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Clover 62| +01 .615 .64 .68 37 400 | 3.63f
CMACorp .01 01 02 125 007 27
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Montgomery

nearly all the global demand growth for
oil, iron ore and coal.

Astherest of the world fell into an
economic hole driven by the GFC between
2007 and 2011, Chinese demand picked up
the entire surplus and additional supply in
aluminium, nickel and copper. Not bad for
a country that represents just 11.5 per
cent of the world’s GDP.

This demand, over the space of
approximately 10 years, resulted in
resources growing to occupy 45 per cent of
the Small Ordinaries Index. Before their
decade-long run, resource businesses
made up just 10 per cent of the index. A
return to historical weightings would
mean that despite having already halved
in price, they could halve again.

Australia was a clear beneficiary of
demand, driven by an economic growth
model that was heavily dependent on
virtually uninhibited fixed investments
(land, buildings, and infrastructure
installations). The huge apparent
investment overhang in the Chinese
property sector now — roughly 30 per cent
of apartments are uninhabited and another
60 million are slated for construction —
coupled with industrial overcapacity,
means China won’t require more fixed-
asset investment for some time.

China’s economy is going through a
transition from investment-led growth to
consumption-led growth — not dissimilar
the US in the 1930s.

Our concern is this: despite alikely
pickup in demand from a US-led recovery,
the falls in commodity (and related
resource company) share prices stems
from the slowdown in demand from China,
which is greater than gains from the US.

Meanwhile, despite the recent shelving
of billions in CAPEX expansion projects,
global commodity supply continues to
expand at an alarming rate.

The result of higher supply and net
declining demand are lower commodity
prices —until all but the highest cost
producers are shaken out. Until this well-
trodden path has runits course, the
pendulum has well and truly swung. And
not in Australia’s favour.

Roger Montgomery is the founder of Montgomery Investment
Management
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Envestra .95 | -015 .95 955 | 1125 765 | 13103 | 6.21
EnvGrp .035 | +.003 036 037 .063 023 7
Enviromis 024 | -.002 024 026 042 .02 242
EnvironCT .009 008 009 023 .008 | 56148

opt14 .004 004 005 014 .003

EPayAsia 135 135 185 195 .092 1
EquityTr 15.35 1535 | 16.00 840| 1100 5.67f
ErinRes .03 .01 .03 21 .007

ERMPower 252 | +02 251 2.54 2.80 170 | 8609 | 3.77f
Eservglob .395 35 39 A7 A7

EthanePIF stold 175 175 1781 235 1541 1364 | 9.14p
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EtherstacPlc cdi
Eumundi
EurekaGrp
Euroz

optl4
EVZ Ltd
Excelaltd

rtsdf
EzeatmLtd

Facilitat
Fairfax
Fantastic
FarmPride
FedCntres stpld
FFI

Fiducian
FinbarGrp
Firstfoli
Fis&PayHc
FKP Prop stpld
Flagship
FlatGlass

FletchBld
FlexiGrp
FlightCtr
Folkestne
FonterrShr o/ust
ForestPlc
ForgeGrp
Frankland
FreedomNP
Freshtel

Funtastic

G8 Educat
GageRoads
GalePac
GalileoJT units
Gazal
GBLMaster
GBSTHIdgs
GeneraBio
GeneticT
GenHith units
Geodynam
GiDynamic cdi
GLGCorp
GlobalCon
GlobalHth
GlobalRes
Globelnt
Goconnect
Goldfields
GoodGrp stpld
GoodmFldr
GoodmPlus units
GowingBro
GPTGroup stpld
Graincorp
Grandbdge
Green Inv
GreenCap
Greencros
GREngine
GrowthPro stpld
GUD Hidgs
Guinness cdi
GWA Group

HansenTec
Harvey
HastingHY ordun
Heart Inc cdi
Hendersn cdi
HertgeBnk mat17

HLNGNotes cni6
cnl8

Holista

Homeloans

Hudsnlnv

Hunter

Hutchison

IAG
IAG Ltd cvprf
Icar Asia
IcashPay
ICSGlobal
IDTAust
lINet Ltd
ILH Grp
Imdex
IMF Ltd
IMMedical

opt16
Immuron

opt15
Impedimed
ImperialPac
IMSISKIF cdi
Imugene
IncitecPV
IndSkydiv
InfigenEn stpld
Infomedia
Infratil
IngeniaCom ustp
INGPriEq
IntegRese
Intermoco
Inv First
Inventis
Investa stpld
Invigor ordpp
InvigrGrp
InvionLtd
Invocare
100F
IPropGrp
Iress Ltd
Ironbark
IShrsUBSCBnd etf
IShrsUBSGov etf
IShrsUBSTre etf
IslandSky
Isonea

opti4
ITL Ltd

JKL
JB Hi-Fi
Jetset
JHardie cdi
Joyce
Jumbk Ent
Jumbo Int
JV Global
K&S Corp
K2 Energy
KAssetMgt
Katana
Katmandu
Keybridge
Kingform
KingstonRes
ipMcGrat
Kogilron
Kollakorn
Konekt
KoonHldgs cdi
Korvest
Kresta
KTLTech
Landmark
LantrHotl ustp
Laserbond
LBT Innov
Leaf Energy
LegendCor
Leighton
LendLease stpld
Life Comm
LincEnrgy
LindsayAu
LionSelct
optld
LivingCel
Logicamms
LondonCty
Longreach
Lycopodum

M2Telecom
MacCookPS ordun
Macmahon
MacqAtlas stpld
MacqGroup

cap
MacqRadio
MacqTel
MagellanF

+.01
+.009

-01

+.01

+01
+.03

+.01
-07
-04
+.03
+63
-005
-04
-21

-003
+01

-01

+.02
+.01

+.08

+.015
+.045
+.015

-001
+11
+.005
125
+.06
+.02

-001
+.02
+.04

+.005

-02
+.01
+01
+01
+.09
+.05
+.50
+.05
-005
-03
+.015
-025

-05
+13

+.02
+.002

-01
+.22
-006
+.003
+.005
+.08
-025
-04
-001
+.022
+39

-02

-01
-02

+07

+.001
+01
-09

-16
-005

+.06
+.28

-01

-005
+.015

+01
-03
-005
-03

+.005
-01
-005

-03
-005

-005
+.005
+.015

-27
-20

-02

+.001
-07

-01
+.08

-03
-10

-80
-28

5.63

018
99.80
10
958

13
1875
.19
99.85

75

799
961
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51140
1
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120
26802
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13500
8065
13570
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6218
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5500

72031
55669
25

77426
5492

2570
222
60
539
2314
3262
10692

220231
21354
1440
903
87336
9
1
196
46
2400

1136

3960

15924
3837
71600

2500
4263

500
100971
88
1140
2921

1310

70
1n
3194
200
144
22232
94508

>

1
63829

2400
200

743
37

3809
2446
166754
13899
11810
59

29

362
2598

7.69f

3.88f
7.14f

590
5,641
5.18f
730
341
9.12p
441
2028
363
3050
301
180
a4
121
5,001
333
388
9.81f
6.10f

3.31f

6.55

4.65f
265
7.14f

3.7

417
475
476p
275
13.89f

9.70f
5.14f

5.56f
458

5.74p
372
3.03
11.88f
5.00p

5.52

167

4.19f
2.70f
195
5.12
2.56f
8.28f
4.44f

4,55
3.75

140
9.74f
9,68
4.00f
694
51

641
5260

7.60f
4.76f

8.43f

3.31f

19.23f
1.8
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867f
3.12
83f
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