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About 15 years ago less than 10% of Australians held shares. Now share ownership is over 40% and if you include superannuation schemes it is close to 85%.

Private share ownership has been one of the great success stories in Australia over the past decade. But what are the benefits to individuals from owning shares?

There is the opportunity for capital growth and wealth creation due to the increase in value of shares. You also receive regular dividends, which are a share of the company's profits. Of course dividends are only paid if the company has had a good year and made a profit. There are a number of ways dividends are paid - either as cash or through a reinvestment plan where more shares are available at a discount.

As a shareholder you also have the right to attend annual general meetings, receive an annual report and sell shares on the Australian Stock exchange or off market.

But more investors are looking for other benefits such as discounts in the companies they invest in. The first discount plan was introduced by Pacific Dunlop in 1989 and a number of companies, mainly banks, hotels, wine groups and retailers, now offer discounts to shareholders (see Table). 

Certain criteria are required to be eligible for benefits, such as owning a minimum number of shares. You also receive a shareholders card and the benefit is usually a discount on goods or a value add, such as an upgrade to a hotel room.

So how much can you save? The best example is Coles Myer shares where you get a discount of between 3 and 10 per cent on goods purchased at Coles supermarkets, Myer stores, Target, KMart, Katies, Red Rooster, Liquorland and other Coles Myer owned retail outlets.

Bevan Sturgess-Smith, an equities advisor with Salomon Smith Barney gives the following example based on a family spending $2,500 a year on groceries and $3,000 on household items. 

Taking an average of 7.5% discount, he says a household spending a total of $5,500 per year can save $412 a year on groceries and household goods. 

To qualify for the discount you must have a minimum of 500 shares. At a recent price of $8.00 per share that's an investment of $4,000, giving you an after tax return of 10.3%. 

The return is greater than 20% if you take into account tax. That's a pretty decent return on your initial investment. 

If you owned 500 Coles Myer shares you would have also received $120 in fully franked dividends over the last 12 months.

Clearly discount schemes can add value to your investment.

So what's the verdict? Discount schemes are not popular with institutional investors because of the impact on bottom line profitability. They are also tax reform unfriendly and may disappear because of Fringe Benefits Tax. 

Shareholder discount schemes are also expensive to run because of administration costs. For example, Bevan Sturgess-Smith says there has been a five-fold increase in the number of Coles Myer shareholders since 1993 and 70% of shareholders own less than 1,000 shares.

Despite this shareholder benefits can dramatically increase returns from share ownership and are worth looking into.

The following table gives summary details of Australian companies that provide shareholder benefits.

Company
Shareholder Benefit

Amalgamated Holdings (AHD)
Discounts at Rydges Hotels and cinemas

ANZ Banking Group (ANZ)
Fee-free bank cheques and savings on other financial services

Blackmores (BKL)
Discounts on the price of products

Bristile (BRS)
Discounts on bricks, pavers and clay tiles

BT Hotel Group (BHT)
Special hotel room rates and discounts at restaurants

Coles Myer (CML)
Discounts of between 3 and 10%

Foster's Brewing Group (FBG)
Discounts on wines and spirits

National Australia Bank (NAB)
A range of financial products and services offering benefits

Pacific Dunlop (PDP)
Discount on products of 5-10%

Petaluma (PLM)
Discount on wines

Westpac Bank
Range of discounts to customers

Source: Salomon Smith Barney Australia Securities
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