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LIVE ASX QUOTES

Live stock quotes and
market depth are now
available on afr.com for
all ASX listed companies.
Exclusive to subscribers
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Prices plunge as Wall Street dives

Equities

Justin Balley

nvestors have been warned
that further losses could be in
store for the sharemarket after
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Perennial Growth partner Adrian
Mulcahy said the weakness showed
that investors weren't “out of the
woods just vet', but he said markets
were ina (ar better position than in
March, when the benchmark S&P/
ASX 20 Index slumped to a live-
year low of 31455,

*“The reality is there are still some
risks in the economy,"" he said.

‘A plunge in share and commodity markets added to the SA's woes, pushing
ussa.4

it more than US1¢ lower to its weakest in three weeks at
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Mr Mulcahy said local investors
were influenced by Wall Street,
where shares dropped sharply on
Wednesday night, The Dow Jones
Industrial Average mmbled 11948
poings, or 1.2 per cent, o 976269,
while the broader S&P 500 plunged
20,78 points, or 2 per cent, to 104263,

Hegional markets were sharply
lower. Japan's Nikkei shed 18395
points to 95911, Hong Kong's
Hang Seng lost 496,59 points to
21,264.99 and China’s benchmark
Shdnghal Composite closed TILEA
points weaker at 2960,47.

The MSC1 World Index of global
stocks has fallen 5.3 per cent over
the past week.

Sparking the sell-off vesterday
was news that sales of new US
homes lell by 3.6 per cent in
September, adding to fears that the
world’s biggest economy is still on
shaky ground as the impact of
government stimulus wears off,

In Australia, new-home sales fell
by 4.5 per cent in September alter
surging more than 11 per cent to
19- mmLh highs in August.

were also on

before the release of key US third-
quarter gross domestic product data
overnight. Yesterday was also the
§ith anniversary of the 1929 market
crash,

Disappointing earnings results
From blue-chip companies in
Frankfurt and New York added to
the downheat mood.

Both Goodyear Tyres and
Gierman software group SAP missed
analyst sales forecasts, leaving
glohal investors to question the pace
of the economic recovery and
wonder if share prices had run
ahead of prospects for earnings.

First Samuel chief investment
officer Dennison Hambling said
that the risks were *probably to the
downside” for shares hut thata
severe correction that took the
market back to this year's lows was
notin the frame.

““We're not going back 1o where
we were in March,” he said,

The hig miners were savaged after
prices [or copper, tin, nickel and zine
mmbled. BHP Billiton gave up $1.27
(3.3 per cent) to $37,13 and Rio Tino
dived $3.12 (4.9 per cent) o S60.958,

The Big Four banks were all lower
after Australia and New Zealand
Banking Group posted an 11 per
cent drop in full-year net profit due
to bad-debt charges and one-off tax
and derivative losses. The hank said
net profit for the 12 months ended
September 30 fell to $2.94 billion
from $3.32 hillion,

The bank's cash profit rose 12 per
cent to $3,38 hillion from
$3.03 billion the previous year,
heating market expectations.

But this was not enough to calm
investors’ nerves and ANZ shares
slipped Sik 1o $22.85,

Commonwealth Bank of Australia
was down $1.55 at $51.45, National
Australia Bank lost Te to $29.05 and
Westpac Banking Corp ended 6l
Tower at $26.100,

Energy stocks were hitas oil
prices slid, Woodside Petroleum
skidded $1.70 to $46.69, Santos
ended off 42¢ at $14.90, (il Search
lost 4¢ to $5.89 and Origin Energy
slipped 15¢ 10 $15.67.

But Australian equities are
trading at 16 times forward
earnings, which is about 1.5 times
above the historical mean, making
them appear relatively expensive.

Mr Mukrahy said there was a *‘fair
hit of expectation huilding into the
2011 Mnancial year™', and estimates
were [or company earnings to grow hy
more than 20 per cent.

Housing shortfall the elephant in the room

Comment

Glenn Murnford

"5 time the Rudd government
tits hands dirty over housing.

ﬁ:nil now it's been happy to
hide behind a central bank only too
willing to temper demand through
lifting rates. But the Reserve Bank
isn’table 1o lend a hand where it
matlers most — overcoming a slump
in housing supply.

I've heen critical of the KBA's
haste in winding back monetary
accommodation. That said, the RBA
helieves that avoiding an asset price
hubbleis part of its policy remit, so
Ishould hardly he surpris

Instead of debating the nmmg of
the RBA’'s move to pre-empiively
punch out the lights of a property
pick-up, it's time to start jumping on
the hack of the federal government
over its appalling inability to
address the real elephant in the
room — residential housing supply.

Australia escaped a US-style
housing crash not out of good

Home truths
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impact the morigage market — it’s
lifting horrowing costs for the
economy as a whole,

The sooner this dawns on the
L, the hetter. IU's clear the

RBA understands the
differentiation between supply and
demand. [1's heen banging on about
the importance of someone tackling
supply imhalance, so that there's
less need to ratchet interest rates

That someone is state and federal
government. In August, RBA
governor Glenn Stevens provided a
telling insight into how he views the
challenge. Following a presentation
ouse Standing
Committee on Economics, he
discussed the property market with
the shadow housing spokesman,
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Sk in Canberra to the
Jjudgement, but thanks to vears of consumer demand,
inept state and local government. And it's about to cost us dearly.
Inadequacies in residential zoning Unless we address chronic Secott Morrison,

and approvals ensufed Au»traila
had no chance of over-hui

undersupply, price rises are the only
MCans 2 a balanced market,

But this apparent good luck
shouldn’t be confused with good
Jjudgement. The stark reality isa
housing stock that, under prevailing
policy, is simply unable to meet

When I say* pnoe’ I'm talking
weguisition cost and the cost of dehi.
This is why the RBA is already
moving to lift rates.

Unfortunately, this doesn’t just

**A couple of years ago [the
economy] was hooming and the
ing part was being held back by
high interest rates, among other
things, to make room,
We do not need to do that now. ..
Continued page 23
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