
 

  

 

 

Neutral 

Attached is a note from our SMA team providing their reasoning behind reducing equity exposures 

across the globe. In summary, prices have risen faster than earnings. 

 

Asset Allocation - Bank to neutral - reducing exposure to equities - 05 Apr 2024 

 

Here in Oz, the forward PE has risen fast, and much of this has to do with the rise in price of the major 

banks without a corresponding rise in their forward earnings. The result is PE expansion. 

12th April 2024 

https://publications.shawandpartners.com.au/downloadreport.aspx?id=K855C7LJ72IPRVTORRW9
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This is further explained in the following chart depicting the forward versus trailing market EPS; no 

growth there. 

 

 

Resulting in a market PE of 17x; too high. 
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Silver (Lining) Playbook 

 

Whilst the talking point at present is the strength in the gold price, and to a lesser extent bitcoin, the 

silver price has also broken out and has hit a 3 year high overnight. Silver above US$30/oz this year 

now looks more likely than not. The silver price is currently US$28.27/oz. 
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There are two main drivers: 

 

1. A rally in sympathy with gold – the two commodities track each other reasonably well over 
time and despite silver’s recent move, the gold/silver price ratio remains high at 84x. 

2. There is a fundamental supply/demand story driving silver higher – the market is in deficit and 
demand for solar panels, where silver is utilised for its high electrical conductivity continues to 
grow (nope, I didn’t know that either). 

 

There are very few ways to play silver on the ASX – Shaw research covers Boab Metals (BML). The 

Sorby Hills lead/silver project is host to one of the largest silver resources on the ASX. 

See report below. 

Boab Metals Ltd - Silver lagging the gold rally – could we see US$32/oz silver this year? - 02 Apr 2024 

For those less inclined to take on commodity specific nano cap risk, the options are limited. South 32 

(S32) produces silver, but it represents something like 3% of their EBITDA. 

Of course, you could buy an ETF (ETPMAG) which offers a return equivalent to the movements in the 

silver spot price (less their management fees) or just go out and buy some silver bars and store them 

under your pillow. 

https://publications.shawandpartners.com.au/downloadreport.aspx?id=9T61AVJSFOA63LQ52D1A
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Gold/Silver price (x) 

 

 

 

Whitehaven Coal (WHC) 

Last week, WHC announced the completion of the Blackwater and Daunia company transforming 

acquisition.  

Paul Flynn, Managing Director & CEO, said: “This is a significant milestone for Whitehaven that 

transforms us into a leading metallurgical coal producer and will deliver benefits for all of our 

stakeholders.” 
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The purchase from BHP-Mitsubishi Alliance strategically pivots WHC to becoming primarily a 

metallurgical coal producer (~70% of revenues), i.e. coal for stainless steel. The operations are spread 

across both NSW and QLD.  

This is significant for a number of reasons;  

1) The met coal price tends to trade substantially higher than the thermal coal price, as is the case 

at present - met coal is US$235/tonne and thermal coal US$129/tonne. 

2) The met coal outlook is positive given supply constraints (in particular in QLD) and resilient 

demand outlook (Indian demand growth is the key long-term driver).  

3) It potentially opens the stock up for purchases by large global funds who may have previously 

been restricted from owning a primarily thermal coal producer. NB: Vanguard announced they 

are became a substantial shareholder on Wednesday this week. 

On UBS’ numbers, they are forecasting a doubling of EPS from FY25 to FY26, after including 

Blackwater (~14.8Mtpa ROM) and Daunia (~5.8Mtpa ROM) to produce 43-44Mtpa ROM and 30-

32Mtpa equity sales from FY25. 

Added to this is WHC's growth pipeline of Vickery in NSW and Winchester South in QLD.  

If UBS are anywhere near correct, their projected sales and prices result in WHC trading on an 8.3x 

PE for FY24 and 3.5x for FY26. 

Will the old saying of buying miners on high PE’s and selling at low’s apply here? I don’t think so, as 

WHC’s sales growth is a result of a global structural and politically imposed reduction in long term 

capacity. 
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Click on the link below to read this edition 

EFG Inview – April 2024 – Global House View & Investment Perspectives - - 10 Apr 2024 

 

 

Planning for EOFY – Super 

Click on link to read: 

https://www.morrisseygroup.net/news-1/financialplanningweekly120424  

https://publications.shawandpartners.com.au/downloadreport.aspx?id=YXRULBETGGISQQLLTK4I
https://www.morrisseygroup.net/news-1/financialplanningweekly120424
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Enjoy your weekend, 
  
Ben and the team. 
 
This report has been prepared by Ben Morrissey 

Shaw and Partners, Morrissey Wealth Management 
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