
Time to Buy? A few ideas to consider 

 

Given the moves in stock over the last couple of days, we have had a number of clients enquiring about starting 

to buy equities.  

 

We like stocks with very strong balance sheets and well positioned to capitalise on a return to normal.  

 

The Corona Virus will continue to dominate the headlines for a while yet. As one countries numbers start to drop, 

anothers will increase.  In particular, the markets will be watching what happens in the US very closely. 

 

Australia’s new case numbers look pretty good, but we are certainly not out of the woods yet.  

 

Some indicators we are watching. 

 

 

 

Corona Virus Management 

The daily numbers reported are all over the place, with different media outlets using different time series making 

it very hard to get a handle on what is really going on.  

 

The chart above is from the Dept of Health and shows the officially notified cases. Unfortunately, there can be a 

lag from the new case being confirmed and the case being formally notified. However, in terms of monitoring 

trends, it is probably the best source to use.  

 

This is one of many big risks for the Australian Miners. It’s not unrealistic to image one infected person on a plane 

to a FIFO site having a major impact on production as the passengers on the plane being put into quarantine. 



 

BHP and FMG in particular have put measures in place such as extending the rosters and increasing the testing 

regimes as staff enter work sites. 

 

Whilst the miners are exempt from the border closures, it certainly helps FMG that around 75% of their staff 

already live in WA. 

 

IRON ORE 

 

It has been reported that Chinese manufacturing is back to about 80% of capacity as measured through 

electricity consumption and traffic congestion and continues to increase. 

 

The Chinese Iron Ore inventories at Port and on Ships have both fallen in the last month indicating the market is 

remaining in balance regardless of the Virus. It appears that this is because the Chinese steel mill demand has 

remained high and supply from both Australian and Brazil has been impacted on by adverse weather conditions 

during Feb. 

 

Although China consumes some 70% of its imported Iron Ore, their Steel mills inventory levels are extremely 

high but this has fallen a little in the last 3 weeks. 

 

They are expecting the Chinese stimulus package to materially reduce their inventory levels further and enable 

production to continue at normal levels.  

 

The production of steel in other countries has declined with demand for product drying up internally as the 

Corona Virus slows their economies.  

 

It is not clear as to whether the Chinese stimulus package will totally fill the gap between internal consumption 

and exports, however, it likely to balance by the Iron Ore price which has held up incredibly well against the 

backdrop of the rest of the markets. 

 



Further to this, as the big Iron Ore producers pay Dividends in USD we expect the exchange rate to substantially 

buffer Dividends.  

 

TRADING IDEAS 

 

BHP Buy 

Current Price $29.86 

Dividend $2.12 

12 Month Target price ~$38.00 

 

 

FMG Buy 

Current Price $10.18 

Dividend $1.60* 

12 Month Price Target $13.70 

 

* includes special dividend 
 
 



 

This document has been provided to you for your general information and does not take into account your 

objectives, financial situation and needs and must not be relied upon by you as personal financial product advice 

that has been provided to you by iInvest. If you require advice regarding any aspect of the information and 

statements of opinion set out in this document, particularly as to whether you should base an investment decision 

upon the information or statements of opinion set out in this document, please contact your financial adviser.  

 

Distribution  

The material contained in this communication is prepared for the exclusive use of clients of iInvest. iInvest is an 

Authorised Representative (#431611) of Zodiac Securities Pty Ltd (ABN 76142982554) (AFSL #398350).  

The information contained herein is confidential and may be legally privileged. If you are not the intended 

recipient, confidentiality is not lost, nor privilege waived by your receipt of it. Please delete and destroy all copies. 

You should not use, copy, disclose or distribute this information without the express written authority of iInvest.  

 

Disclaimer & Disclosure  

iInvest, its related companies, officers, employees and agents may have a relevant interest in some of the 

securities mentioned but those holdings are not material unless disclosed in this communication. These holdings 

(or absence of holdings) may change at any time after publication of this communication, without notice.  

iInvest, its related companies, officers, employees and agents may earn income, fees, brokerage or commissions 

or other benefits as a result of recommendations, dealing or transactions in the securities mentioned in this 

communication. These interests do not influence iInvest in giving the general advice contained in this 

communication. iInvest, its related companies, officers, employees and agents may trade in financial products 

which is contrary to the recommendations given in this communication.  

You should not act on any recommendation made in this document without first consulting your investment 

adviser in order to ascertain whether the recommendation (if any) is appropriate, having regard to your 

investment objectives, financial situation and particular needs. Nothing in this communication shall be construed 

as a solicitation to buy or sell a financial product, or to engage in or refrain from engaging in any transaction.  

We cannot guarantee that the integrity of this communication has been maintained, is free 

from errors, omissions, misstatements, virus interception or interference. 

 


