
MARKET & ECONOMIC UPDATE:  April 2017 

Market Update

 

Australian Economy 
The ASX closed 1.0% higher to 5,924pts in the month of April. 
Industrials, Healthcare and Utilities were the highest              
performance contributors whilst Mining and Metals were    
included in the lagers. Telecommunications was the worst   
performing sector as competition in mobile intensified and a 
general lack of pricing power across the whole sector was    
evident.  

 

In construction (the largest sector of domestic employment) 
seasonally adjusted building approvals of 227,940 p.a. were 
down 4.9% YoY. In aggregate, detached approvals declined 8% 
YoY. Apartment approvals declined similarly by 7.3% YoY.   Total 
housing finance fell 2.7% to $32.92 billion, loan approvals for 
owner occupiers slipped 0.5% and loans for investment housing 
slumped 5.9%. As pricing hasn’t yet dipped, forecasts of a flat or 
slightly negative housing market for the next few years         
continues to look like a likely outcome in this sector.  

 

Following the RBAs March meeting revisions, caution of bank 
vulnerabilities in the housing market have increased. NAB     
currently offers the highest 12 month forward dividend yield; 
whilst the other majors sit at approximately 6%. We are taking 
an active approach to our banking positions and this is likely to 
continue throughout their reporting and ex dividend periods. 

Sector Returns ASX 200 

 

 

 

 

 

% Returns to 30 April 2017 Index 1M    1YR  Rolling 

Australian Leaders S&P/ASX 100 1.11% 18.37% 

Australian Market All Ords Index 0.78% 16.65% 

US Shares (USD) US S&P 500 1.08% 18.12% 

 The ASX/S&P 200 index market closed up 1.01%, but 
once again failed to break through the 6,000 point       
barrier. 

 Telecommunications were massacred as the whole     
sector slumped 10% following an aggressive move by 
TPG into the mobile broadband space and further       
conjecture around access and pricing under the NBN.  

 The winners for the month were the industrials bouncing 
4.4% and utilities +3.1% largely on the finalisation of the 
DUET takeover. 

 We head into May as the parts of the Federal Budget 
start to get leaked to the market. The Liberals appear to 
have learnt their lesson on austerity and will be looking 
to re-weight education from university to primary and 
secondary education. Other less known information will 
be on key rail and road infrastructure. Trump-ism could 
be the flavour.   

 The power rhetoric all seems to have landed fairly or not 
in Santos’ lap. As a net detractor from domestic markets 
blame has perhaps unfairly been on them, rather than 
the development of new supply. What is clear though, is 
that domestic prices are far more lucrative than LNG, yet 
most of the gas is contracted leaving little room for a 
price arbitrage.  

 Commodities started to fall heavily with iron collapsing 
16% for the months as port inventories remain elevated 
and tariff impositions on Chinese steel imports dent    
confidence. 

 The Aussie dollar slipped 1.8% and looks likely to         
continue to drift unless iron ore stabilises. We continue 
to think the RBA will keep rates on hold as they will not 
want to fuel property prices nor to slow down the econo-
my with inflation in control and poor wage growth. 

 In an interesting twist to the above, the Hony group has 
been hot on Santos’ heels, scooping up another 2.3% to 
leave the group of companies affiliated with it at 15.1%. 

 Also busy was the DAR Group adding to its Worley      
Parson’s holding, sitting at the maximum 19.9% before a 
takeover must be launched.  

 

Budget is Coming 

See individual fund newsletters for disclaimers 

% Returns to 30 April ‘17  Weight 1 Month 1 Year 

Consumer Staples 7.15% -2.6% 9.6% 

Telecommunications 3.66% -10.0% -24.8% 

Health Care 6.92% 3.1% 16.3% 

Consumer Discretionary 4.78% 1.3% 12.5% 

Utilities 2.79% 3.1% 26.6% 

Financials  38.62% 1.9% 19.4% 

Information Technology 1.12% 3.9% 11.1% 

Industrials 6.65% 4.4% 6.7% 

Energy 4.19% -0.6% 9.2% 

Materials 15.77% -0.2% 17.9% 



Stocks and Sectors 

 

In the banking sector, we are actively overweight Bank of 
Queensland and Macquarie based on relative valuations and 
dividend inflows. We have also been active in the wealth     
management sector and based on quarterly flows in IOOF, BT 
and Henderson's we continue to believe this sector will grow 
faster than the greater financial services  sector.   

  

A key underweight position has been consumer staples and 
Coca-Cola’s recent downgrade only vindicates this. In the    
Wesfarmers stable we see Coles Supermarkets as being under 
pressure from a re-invigorated Woolworths. Despite improve-
ments in Woollies’ sales figures, this all comes at a cost. We 
note that there will be some switching between the two, but 
we feel this is not a sustainable rationale for investing and re-
main underweight.  

 

Iron ore prices continued a downward slump as they reached a 
multi month low in March. Iron Ore prices are becoming a 
growing concern as China continues to achieve record amounts 
of steel production. According to China’s statistics bureau; 
crude steel output grew by 1.8% to 72mil tonnes in March,  
further influencing global iron ore imports. The record number 
of  Chinese port inventories (132.45mil tonnes) have weighed 
on spot and futures markets consequently driving the price of 
iron ore down.  

 

Global Markets 

 

The US equity markets rallied in April with the Nasdaq up 2.3%, 
this was supported by strong earnings results in the US Tech 
sector.  In particular the FANG stocks which all reached new all 
time highs (Facebook, Amazon, Netflix and Google + add      
Microsoft) illustrating a new paradigm of Fortune 500           
companies.  

 

Net trade has been a slightly positive contributor to Q1 GDP for 
the US with the trade deficit narrowing from $43.8bn to $43.7b. 
Exports fell by 0.9% MoM which was better than anticipated 
whilst imports fell by 0.7% MoM.  Real goods exports and im-
ports gained in the first quarter as a whole by 8.7% and 4.7%  
annualised respectively. 

 

Geopolitical factors such as the uncertainty in the Middle East 
and North Korea as well as a French Presidential election gave 
way for the gold price to finish up 1.5% for the overall month. 
The ‘safe haven’ commodity saw its five month high in mid April 
at US$1294.96/oz.  

 

The AUD finished down at US$0.7488 for the month. Whilst not 
directly tracking iron ore, we expect this to be following a    
similar trend, but perhaps with a lower beta. We expect one 
more rate hike in the US, but are keeping an eye on the         
markets more specifically around Australia’s Spring season.     

 

 

 
 

For Further Information 

Financial advisers and investment professionals seeking addi-
tional information can contact Adviser Services at: 

 03 9674 0600  
 backoffice@armytage.com.au 
 www.armytage.com.au 
 
 
 

About Armytage 

Armytage Private is a boutique investment specialist majority 
owned by members of its investment team and key executives. 
Founded in 1995, Armytage is a pioneer in Australia’s invest-
ment industry, offering a suite of actively managed IMAs and 
managed funds. 

Armytage is a Value manager with a fundamental investment 
approach designed to identify quality businesses trading at a 
considerable discount to valuation.  The process is guided by 
three fundamental beliefs: 

 Markets are not perfectly efficient and the true value of a 
business is not always reflected in its share price; 

 Undervalued companies can be identified through detailed 
and intensive research; and 

 Capital preservation is critical to wealth creation. 

Products & Services 

Investment strategies offered by Armytage include: 

 Armytage Australian Equity Income Fund 

 Armytage Strategic Opportunities Fund 

 Armytage Individually Managed Account Service 
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Key Indicators 31 March 2017 30 April  2017 Change 

$AUD US$0.76 US$0.75  

Oil (Brent) US$53.67bl US$51.41  

Gold US$1252/oz US$1257oz  

RBA Cash Rate 1.50% 1.50%  

Aust 10yr bond 2.574% 2.621%  

US T-bills 0.75% 0.75%  

US 10yr bond 2.33% 2.32%  


