Economic Insights CommSec < p

Economics
October 10 2011

The best performing shares over the past 20 years
Sharemarket trends

In these current uncertain times, investors are opting to leave more of their funds in cash rather than
shares. However the fact remains that shares have out-performed all asset classes over the past 20 years.
Since October 1991 total returns on Aussie shares have grown by 433 per cent or 22 per cent per annum.

Using data supplied by CBA Quant, CommSec have identified the best performing major stocks over the
past 20 years. Head and shoulders above the rest of the pack has been Fortescue Metals Group with
returns up a phenomenal 248,624 per cent over the past 20 years, or 12,431 per cent per annum.

Clearly Fortescue is an outlier. But of the current S&P/ASX50 companies, 28 have been listed consistently
for the past 20 years. And none of the 28 companies have produced negative returns over the period.
Forty-two of the current S&P/ASX50 companies have been consistently listed for the past decade and only
10 of the companies have produced negative total returns over the period.

While investors are currently favouring cash, it's worth noting that If $100,000 had been invested in stocks
at the end of 1990, it would have been worth $804,000 at the start of this year. The same $100,000 would
have appreciated to just under $305,000.
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desire for capital preservation may dominate at
present, but at some point longer-term investors will
have to stand back and look at the big picture.

The All Ordinaries Accumulation index records total
returns on shares That is, it measures the capital
appreciation on shares or the change in the share
price together with dividends paid). Over the past 20
years the All Ords Accumulation index has risen by
over 433 per cent or around 22 per cent a year. The
S&P/ASX 50 total return was 453 per cent or 23 per
cent per year.

If $100,000 had been invested at the end of 1990, it
would have been worth $804,000 at the start of this
year. If the same $100,000 had been left in cash, it
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would now be worth just under $305,000.

Source: CommSec, REIA,

e The rise in consumer prices over the past 20 years

(inflation) was 68.2 per cent while prices
rose 33.3 per cent over the past decade.

e Clearly investors need to apply different
strategies at different times. A defensive
or safety-first approach reigns currently.
But when the fear recedes, investors in
their 20s, 30s and early 40s need to
refocus on what they want their portfolios
to look like in 20 years from now.

Methodology

e The aim was to look at total shareholder
returns of the current S&P/ASX 50
companies over the past decade and
past 20 years. The study was limited to
current major companies to show how
commonly held shares have performed
over time. The focus was on total
shareholder returns given the increasing
importance of looking at dividends, share
splits and buybacks rather than just
share price appreciation.

The best performing shares over the
past 20 years

e It may seem little solace for sharemarket
investors battling the current volatile
times. But tracking the best performing
shares over the past 20 years and even
the past decade does show the value of
looking at the big picture.

e The out-performing stock over the past
decade as well as the past 20 years was
Fortescue Metals Group. Clearly
Fortescue is an outlier. If an investor
bought shares in Fortescue back in
1991, when it was then known as Allied
Mining and Processing, and held them to
today, total shareholder return would
have been over 248,000 per cent or
12,400 per cent per annum.
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Years to June
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BEST RETURNS PAST 10 YEARS

(frorn current ASK 50 companies)

Return %  Return % pa
Fortescue Metals Group Ltd FhG a0529.2 a052.9
Mewcrest Mining Limited M 89923 992
Qil Search Lirmited CSH 8956.3 85.7
Orica Limited ORI 729.5 73.0
Origin Energy Limited ORG 5216 522
lluka Resources Limited LU 450.4 45.0
BHF Billiton Limited BHPF 445.9 447
ASH Limited ASH 3576 358
EE Insurance Group Limited LBE 2BH.5 270
Woodside Petroleum Limited WWPL 226.4 225
Caca-Cola Amatil Limited CoL 2218 22
Rio Tinto Limited RIO 214.8 2.5
Cormmorwealth Bank of Australia CBA 205.0 205
Santos Limited STO 1999 200
Wioolwarths Limited WYY 1955 19.5
Leighton Holdings Limited LEI 194.6 19.5
CFS Retail Praperty Trust CFX 183.2 18.3
Westpac Banking Corporation WEC 1551 15.5
CSL Limited 1 1354 13.5
Foster's Group Limited FGL 121.9 12.2
Wesfarmers Limited WES 115.9 1.6
Sanic Healthcare Limited SHL 114.6 11.58
Computershare Limited CRU 110.2 11.0
Australia and Mew Zealand Bank AMZ 107.2 10.7
Transurban Group TCL 106.1 10.6
Toll Holdings Limited TOL 961 9.6
Arncar Limited AMC 91.5 9.2
Insurance Australia Group Limited [AG 608 6.1
Mational Australia Bank Limited MAS 493 449
Stockland SGP 367 37
Telstra Corporation Limited TLS 233 23
Lend Lease Group LLC 0.9 0.1
hacquarie Group Limited WG 1.7 02
Brambles Limited BxB =101 -1.0
YWestfield Group YWoC 217 22
Qantas Airways Limited 1AM 272 27
Suncorp-Metway Limited SN 275 27
GPT Group GPT -30.0 -3.0
Mews Corpoaration MNYYS -30.4 -3.0
Mirvac Group MGH 3B =345
Alumina Limited AN -42.5 -4.2
AMP Limited AP -44.1 -4.4

Source. CommSec, CBA Quant, Rewters, iress
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e To achieve these returns an investor would have
needed a lot of foresight, luck and persistence.

While certainly not every investor would be Defensive strategy
; H 26

fortunate enough to have a stock like Fortescue in Household assets: share held in currency and deposits, percent

their portfolio, looking back over the past 10 and 2

20 years shows the value of maintaining a

diversified portfolio. 2
e There are 28 stocks currently in the top 50 20 -

companies that have been listed for more than 20 18

years. And each stock has produced positive long-fun average

returns forshareholders Overthe per|0d_ 15 R, NS S, N S
e Further, there was just one of the 28 stocks that 14

failed to produce a return to cover inflation.

e Of the 28 stocks, five have delivered investors B
returns of more than 100 per cent per annum over Mar-89 Mar-92 Mar-95 Mar98 Mar-01 Mar-04 Mar-07 Mar-10
the period: Sonic Healthcare, Leighton Holdings. Source: ABS, Commsec

Wesfarmers and CBA.
e Just on the raw price, shares in Wesfarmers rose

from $4.68 in September 1991 to $32.68 at the Long-term investing
end of September 2011 — a gain of 603 per cent  $800,000 100000 mvested m SEPIASK 80
or 30 per cent per annum. On a total return in October 1991, total return
basis, Wesfarmers has lifted 2,155 per cent over

the 20 years or 108 per cent a year. $600,000 -

e Interestingly while Wesfarmers has been an out-
performer over the 20 years, it is in the middle of
the performance pack over the past decade. And
clearly property companies suffered badly in the
GFC but out-performance up to 2007 by
companies such as Stockland, GPT Group and  $200.000
Lend Lease ensured that they produced positive
returns over the longer term.

$400,000 |
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The best performing shares over the past Source: Iress, CommSec
decade

e Over the past decade Fortescue Metals Group was again the top performing stock, producing phenomenal
returns of 50,829 per cent or 5,083 per cent per annum.

e However gold miner, Newcrest, produced stunning returns of 992 per cent over the decade followed by Oil
Search (857 per cent), Orica (729 per cent) and Origin Energy (521 per cent).

e Only 10 of the 42 stocks produced negative returns over the past decade, with most experiencing the negative
returns over the past three years as a consequence of the GFC. And only 12 of the 42 stocks failed to record real
growth over the past decade.

. Safety first still prevails

Banks in favour - -
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The value of focusing on the big picture

If economies continue to grow then so will business
revenues and profits. And as companies grow, this

should be reflected in the share price and/or the return Profits & shares

to shareholders. 350 7000
Currently the price-earnings ratio for Aussie shares 200 6000
stands at 11.07, below the long-term average of 15.7. Australian All Ordinaries

The dividend y|e|d stands at 4.98 per cent. Over the D50 index (rightscale) ~~~ J/\ . 5000
past 18 years the dividend yield has only been higher

during the GFC (September 2008 to June 2009). 200 4000
The Australian economy is indeed growing and is 150 3000

expected to continue growing at a real pace of around

3 per Cent per annum In Comlng years, Or nomlnal 1']0 . " o SO C .............................................. 2000
. ompany profits,

growth pace of around 6 per cent a year. Mining and 50 S A $billion (left scale) 1000

energy companies can reasonably expect to record g

faster nominal growth in revenues and profits,

underpinned by strong demand in the Asian region,

especially China and India.

Domestic-focused companies will need to focus on
containing costs and improving productivity if they are to continue producing solid growth in profitability and thus
compete for funds against resources companies.

Fortescue clearly has been an outlier over the last 10 and 20 years in producing stellar returns for shareholders.
But as always it is a case of investors being alert in trying to find the ‘next Fortescue’ amongst the bevy of small
mining and energy companies.

And while you may miss out on identifying ‘another Fortescue’, a raft of major Australian companies has indeed
produced solid returns over the longer-term. As always the importance is to select a broad, diversified portfolio of
stocks and assets.

A study of this type is clearly backward looking. But the point is to focus attention on longer-term returns. At some
point the Europeans will get on top of their debt problems. Similarly the US — and it is worth noting that recent
economic data has also been encouraging. At the same time the Australian economy is continuing to chug along,
supported by rising incomes and demand in Asia.
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Source: ABS, CommSec

Craig James, Chief Economist, CommSec
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Valuations: Cheap or 'normal’? Solid returns on shares
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