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Market Update

 

Australian Economy 
We remain concerned on Treasury’s modelling going into the 
adoption of the National Disability Scheme. After trawling 
through pages of commentary we see the risks of a funding 
shortfall as being alarmingly high. Maybe not quite NBN style, 
but lets not put our heads in the sand on the enormity of the 
task.  

 

Anecdotally to us, it seems incredibly difficult to grade someone 
who is mildly disable. And at what point can you reject an      
applicant? Whilst we are supportive of the system morally, 
there are some pretty large funding gaps and even with some 
extra bank taxes and some future fines, it doesn’t solve the fact 
that our Government continues to have a spending problem.  

 

Sector Returns ASX 200 
Some large falls in Healthcare -7.5%, Telecommunications           
-4.3% and Utilities down -5.3% were offset by the heavyweight 
sectors of Materials +3.6% and Financials +1.2%  which         
generally make up approximately 50% of the market.  

 

We expect to see some additional volatility coming into the 
market and this will likely activate some aggressive short selling 
in those companies who fail to meet expectations or who    
cannot articulate a positive market guidance.  

 

 

 

 

 

% Returns to 31 July 2017 Index 1M    1YR  Rolling 

Australian Leaders S&P/ASX 200 -0.01% 8.84% 

Australian Market All Ords Index 0.18% 6.62% 

US Shares (USD) US S&P 500 1.93% 13.65% 

 The ASX/S&P 200 index finished the month virtually flat 
despite some early weakness. The ASX / S&P 200 closed 
at 5,721 or down 0.02%. 

 The Aussie dollar was incredibly strong, rising 4.1% vs the 
Greenback. This was helped by a rising iron ore price, 
which climbed from $67 to $73p/tonne.  

 The banks all gained support as APRA’s capital ratios 
were in line with previous commentary and this calmed 
investors nerves that they would not be too onerous and 
dilute earnings.  

 We expect further information to come later in the year 
with regards to the risk weighted asset tests.  

 The main movers for the month were the banks plus 
Woolworths and BHP. To the negative, the laggards were 
CSL, Telstra, Aristocrat, Amcor and Cochlear, most of 
them are largely affected by the strong Aussie dollar.  

 The RBA once again kept rates steady at 1.5%. While we 
think we have moved to the bottom of the curve, any     
adjustments to the upside require inflation to come 
through wages rather than energy prices being a detrac-
tor of disposable income.  

 Unemployment remained steady but there is a            
dislocation between business confidence and consumer 
confidence. Businesses remain positive (according to the 
latest polls) and is reflected in their balance sheet 
strength while consumers don’t feel like they are getting 
the benefits coming through. Also they appear reluctant 
to change jobs or push for a higher pay.  

 Gold rose 2.2% as investors looked at locking in a little 
insurance should tensions continue to escalate between 
America and North Korea.  

 Crude surged 9% as the liquid commodity price rose 
above $50 per barrel for the first time since May. A re-
duction in inventories helped create a more robust pric-
ing environment. We continue to believe oil demand        
remains resilient and it has been more of a supply push 
game.  

 Europe’s economic numbers looked really solid. Draghi’s 
commentary that the EU zone had signs of 
‘unquestionable improvement” was clearly taken well.  

Euro Improvement? 

See individual fund newsletters for disclaimers 

% Returns to 31 July ‘17  Weight 1 Month 1 Year 

Consumer Staples 7.09% 1.0% 4.0% 

Telecommunications 3.67% -4.3% -32.2% 

Health Care 7.06% -7.5% -1.9% 

Consumer Discretionary 4.93% -0.9% -2.7% 

Utilities 2.20% -5.3% 1.8% 

Financials  38.10% 1.2% 6.8% 

Information Technology 1.38% -0.5% 10.0% 

Industrials 7.07% -3.1% -0.9% 

Energy 3.96% 0.4% 6.2% 

Materials 16.46% 3.6% 17.3% 



Australian Macro Trends 

 

There has been a bit of a hiatus in company news but we expect 
it to get cranking through reporting season. Price to Earnings 
multiples remain expanded so any misses or reduced guidance 
will give the shorter’s a chance to pounce.  

 

Australian wine exports fell 1.6 per cent in the first three 
months of 2017, but value rose 13.1 per cent. The fall in volume 
was driven by a decline in bulk wine shipments, but this was 
largely compensated by improving trends in bottled shipments, 
which helped drive value growth. In other words, consumers 
overseas are moving away from cheap Aussie bulk wines to 
more refined bottles. This should be good news for the likes of 
Treasury Wine Estates with its selection of premium brands. 

 

Global Markets 

 

The Trump administration is largely taking on North Korea 
alone as the only country with nuclear capabilities to             
significantly overpower the increasingly hostile nation. China is 
taking a back seat as it appears Beijing would rather the US take 
the lead and probably sees it as a lose/lose battle politically if it 
enters the fray.  

 

The US media is again writing on the prospect of trade barriers 
on aluminium and steel. China will be mostly impacted through 
aluminium trade and will likely force producers to curb produc-
tion or find an alternative market for finished products. Steel 
trade barriers are less likely to have a significant impact due to 
a more modest export market.  

 

We touched on Draghi’s comments on the first page of an 
‘unquestionably strong’ set of economic numbers in the EU and 
nowhere is this better reflected in its subsequent effect on the 
USD/EUR. The currency pair is up 14% in Euro terms since 
hitting its bottom at the start of the calendar year 2017.  

 

It is also likely that the US dollar safe haven status is been    
damaged or “Trumped”, leading to a movement away from the 
Greenback. Yet in a weird and wonderful way, a lower FX rate is 
exactly what he wants. There have been a few media reports 
stating that Trump is invoking the ‘Madman’ economic theory, 
by creating an unnerving and erratic media campaign to lessen 
North Korea’s resolve and have a more competitive FX rate.  

 

Its hard to decipher what’s normal and ‘Crazy Don’ but perhaps 
a bit of chaos in this politically correct world is what the doctor 
ordered? But we’d prefer non-nuclear crazy here at Armytage. 
Although we have plenty of Uranium at the right price! 

 

 
 

For Further Information 

Financial advisers and investment professionals seeking         
additional 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             
investment 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 30 June 2017 31 July  2017 Change 

$AUD US$0.77 US$0.80  

Oil (Brent) US$48.96 US$52.66  

Gold US$1243/oz US$1275/oz  

RBA Cash Rate 1.50% 1.50%  

Aust 10yr bond 2.598% 2.678%  

US T-bills 0.75% 0.75%  

US 10yr bond 2.30% 2.27%  


