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• Keep your microphone on mute unless talking

• Attendance is still taken but not graded

• Check you email regularly for links to the zoom class 

• Tips for asking questions ☺

• Raise your hand

• Use the chat 

• Have fun ☺

ONLINE TUTORIAL GUIDELINES



• Keep your microphone on mute unless talking

• Attendance is still taken – if you fail and didn’t attend any tutorials it 

will weaken your argument 

• Check you email regularly for links to the zoom class 

ONLINE TUTORIAL GUIDELINES



Provide an assessment of the likely effectiveness of the Federal 

Government’s policies and actions in assisting companies withstand 

the negative impact of the effective shutdown of many economic 

activities. 

Which ASX-listed companies are most likely to benefit? 

Would you invest in them?

Q1 – assessment of policy effectiveness



Q1 – assessment of policy effectiveness

Fiscal Stimulus Intended effect Actual effect 



Q1 – assessment of policy effectiveness

Fiscal Stimulus Intended effect Reflection in share price?

$31B payments to SME’s Stop these business’s from collapsing so 

that they can recover post-crisis

Guaranteed small business loans up to

$250,000

Stop these business’s from collapsing so 

that they can recover post-crisis

Temporarily doubling the Jobseeker 

Payment, previously called Newstart

Demand side stimulation

Allowing people to access $10,000 from 

their superannuation in 2019-20 and 

2020-21

Demand side stimulation

Assistance for severely-affected

regions/sectors (e.g. Qantas)

Stop these business’s from collapsing so 

that they can recover post-crisis

Delivering support for business

investment (Asset write off threshold

increased to decrease tax)

Stop these business’s from collapsing so 

that they can recover post-crisis

Make it harder for creditors to chase

debt from insolvent debtors. Threshold

raised from $2,000 to $20,000

Stop these business’s from collapsing so 

that they can recover post-crisis



Q1 – assessment of policy effectiveness

Monetary Stimulus Intended effect



Q1 – assessment of policy effectiveness

Monetary Stimulus Intended effect Reflection in share price?

IR cut to 0.25% Increase lending, spending and therefore 

AD

E(cf) increasing 

Decreasing risk free rate 

QE:

- RBA prints money

- Buys Government bonds from 

commercial banks

- This lowers longer term interest rates 

(flattens the yield curve) and pushes 

investors into riskier assets

- Commercial banks now have 

increased reserves and theoretically 

can lend more, increasing the money 

supply

Depress longer term rates, increase 

lending and pushes investors into riskier 

assets

Increase liquidity in bond market

$90 billion from the RBA and $15 billion from

the govt for banks to provide low-interest

loans to business.

Increase lending, spending and 

therefore AD



Which ASX-listed companies are most likely to benefit?

Q1 – assessment of policy effectiveness



Which ASX-listed companies are most likely to benefit?

• Factors to consider

• Which companies are targeted by the stimulus

• Which companies will face a liquidity crisis?

• Stability of cash flows?

• Which companies will face an insolvency crisis?

• levels of debt?

• handouts and deficits are not a free lunch – We pay for them 

in the future

Q1 – assessment of policy effectiveness



Would you invest in them?

• You need to predict how expectations will change and the result on 

share prices. 

• High uncertainty – greatest opportunity for changing expectations

Q1 – assessment of policy effectiveness



What was the price/earnings ratio of the ten largest companies – by 

market capitalisation – on the ASX at the end of January 2020 and at 

Friday 20 March 2020? 

Do you think this ratio is relevant to evaluating the attractiveness of the 

companies as an investment? 

Explain your answer.

Q2 – P/E RATIOS



Q2 – P/E RATIOS



Q2 – P/E RATIOS
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Q2 – P/E RATIOS

Do you think this ratio is relevant to evaluating the attractiveness of the 

companies as an investment?

• What is it?

• What does the EMH say?

• What does it imply about investors expectations?



Which ASX and MSE companies will benefit?

Q1 – assessment of policy effectiveness



Q2 – P/E RATIOS

Do you think this ratio is relevant to evaluating the attractiveness of the 

companies as an investment?

• PE ratios indicate the markets expectation of risk and earnings growth

• Efficient market hypothesis (EMH) says prices reflect all information

• If you believe EMH, then high PE ratios do not indicate overvaluation

• You can use PE to compare your perception risk and growth against the market’s 

perception. 

• If you believe your perception is superior the markets, then you can make 

the decision to buy or sell accordingly 

• If markets are efficient then growth expectations will be reflected in prices today. 

Which makes the price higher today and returns lower in the future



This week’s lecture includes the claim that “in the long-run, economic 

growth per se is largely irrelevant to forecasting share prices (i.e, 

knowing economic growth alone will not help you predict direction of 

share prices and vice versa).” 

Explain why economic grown is largely irrelevant to forecasting share 

prices. Would the same apply to growth in a particular industry? 

For example, would the prediction of strong growth in, say, the on- line 

retail sector be largely irrelevant to the attractiveness of investing in 

stocks in this sector? Provide examples to illustrate your answer.

Q3 – Economic Growth & Share prices 



Who captures the gains from economic growth? 

Q3 – Economic Growth & Share prices 



Q3 – Economic Growth & Share prices 



Q3 – Economic Growth & Share prices 

For example, would the prediction of strong growth in, say, the on- line retail sector 

be largely irrelevant to the attractiveness of investing in stocks in this sector?

• An improvement in technology has increased growth prospects. 

• However economics (competition) and regulation will affect how the value created by that 

growth is distributed. 



Q3 – Economic Growth & Share prices 

For example, would the prediction of strong growth in, say, the on- line retail sector 

be largely irrelevant to the attractiveness of investing in stocks in this sector?

• Competition often erodes gains captured by capital. Ie new competitors will enter the 

market and capture the economic surplus. 

• Depends on market structure – monopoly, perfect competition

• Regulation could protect certain companies more than others 



Q3 – Economic Growth & Share prices 

For example, would the prediction of strong growth in, say, the on- line retail sector 

be largely irrelevant to the attractiveness of investing in stocks in this sector?

Two factors that mediate the link between economic growth and share prices:

• Policy responses to changing economic conditions:

• Changes to levels of competition as a result of economic growth 



Assignment 

• Start early!!

• Talk about supply and demand 

• State the markets expectations and the assumptions behind them 

• State your expectations and the assumptions behind them

• State the catalysts that will change the markets expectations to your expectations

• Identify all risks

• Have fun!



Thank you!


