
MARKET & ECONOMIC UPDATE:  September 2017 

Market Update

 
 

Australian Economy 
The Aussie dollar fell –1.4% vs the USD through September as 
the RBA left the cash rate on hold at 1.5% for the twelfth       
consecutive meeting. The hold on interest rates was off the 
back of a positive outlook for non-mining investment and     
recent employment and wages growth. Australian GDP growth 
rates have been better than expected and recent employment 
results have also been positive as unemployment hit 5.6%. 
These measures support a stable Australian economy. 

 

Gold traded slightly lower through September finishing the 
month down –3.1%. The gold price was influenced by a        
proposed US Republican tax-cut as well as an expectation that 
the Fed will increase rates before Christmas.   

 

Building approvals rose by 0.4% nation-wide in the month. This 
was attributed to by apartment approvals which rose 2.3% and 
detached housing approvals which fell 1.1%. These high cycle 
approvals are an indicator that construction activity remains 
robust following the lift in lending standards in the year.   

Sector Returns ASX 200 
The major banking sector is experiencing some structural     
adjustments over the month as CBA was one of the first banks 
to remove ATM fees. Furthermore, the banks also look to be 
reducing exposure to non-core businesses.  

 

 

 

 

 

 

% Returns to 30 September 
2017 

Index 1M    1YR  Rolling 

Australian Leaders S&P/ASX 200 -0.02% 9.25% 

Australian Market All Ords Index 0.05% 8.53% 

US Shares (USD) US S&P 500 1.93% 16.19% 

• The S&P / ASX All Ords index closed at 5,744 points 

+0.05%. The S&P500 increased 1.9% and in Europe all 

markets were strong ex the UK which closed down 

0.8%.  

• The RBA left the cash rate on hold at 1.5% for the twelfth    

consecutive meeting off the back of a positive outlook for 

non-mining investment and recent improvements in     

employment growth. 

• Australian GDP growth rates have been better than       

expected, recent employment results have also been     

positive (despite some mixed supporting data) as           

unemployment improved to 5.6%.  

• The Fed Reserve flagged a potential increase in rates     

before Christmas which negatively impacted Gold leading 

the precious metal to trade lower through September, 

finishing the month down –3.1%. 

• CBA led the Australian banks in removing ATM fees for 

customers. While this is not a significant contributor to 

earnings, this decision highlights the desire of the majors 

(particularly CBA) to improve their reputation and       

minimise political scrutiny which is likely to result in on-

going revenue and expense headwinds.  

• We have seen a number of reverse segmentation      

strategies as the majors are pulling out of services such as 

insurance and wealth management. CBA recently sold off 

its core A&NZ insurance arm  for A$3.8bn.  

• China PMI was at a 5.5 year high to 52.4, this is a good 

indicator for Australian commodities. 

• Oneview has recently enjoyed a 25% share price increase. 

The company took over Diversa which was originally on 

the watchlist for Equity Trustees.  

• Wesfarmers, is looking at its biggest acquisition in a decade 

as it examines a bid for sodium cyanide maker Cyanco 

Holdings. The business has been put up for sale by Oaktree 

Capital, the $US99 billion. 

Australian Economy Rehab 

See individual fund newsletters for disclaimers 

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

Consumer Discretionary 12.26% -0.03% 0.17% 

Consumer Staples 2.08% -1.91% 7.35% 

Energy 3.08% 1.15% 12.34% 

Financials 32.04% 1.11% 14.26% 

Health Care 9.91% 2.19% 6.54% 

Industrials 7.08% -1.18% 11.81% 

Information Technology 1.46% -0.02% 8.58% 

Materials 20.07% -1.55% 17.43% 

Real Estate 4.54% 1.16% -0.82% 

Telecommunication Services 0.00% -4.55% -29.11% 

Utilities 0.62% -3.65% 15.20% 



CBA sold off its core A&NZ  life insurance business to AIA Group 
Limited for A$3.8bn.  In 2016, NAB announced the completion 
of sale of 80% of its life insurance business to Nippon Life     
Insurance Company for A$2.4bn. Other assets that are           
potentially for sale include ANZ and CBA’s wealth management 
arms as well as ANZ’s life insurance. While not intuitively a   
positive for share prices, we think the greater focus on core 
banking, i.e. business lending and mortgages is a positive as it is 
likely to make pricing even more competitive and encourage 
lending to the economy to help drive investment and            
subsequently, GPD growth.  

 

Australian retail stocks were broadly weaker throughout the 
month, this was likely to likely to due to a possibility of Amazon 
coming in to the Australian market pre-Christmas. JB Hi-Fi and 
Harvey Norman (HVN) had a particularly negative month. HVN 
has been under fire from all parts of late. The recent story on 
the short side has been around HVN accounts for franchisees 
and the liabilities associated with unpaid inventory. Like Retail 
Food Group and Dominos Pizza, franchise stocks have been 
under intense scrutiny and share price pressure in recent 
months. 

 

Stock Review 

 

In the financial planning and funds management sector,     
Oneview (OVH) has recently enjoyed a 25% share price in-
crease. The company took over Diversa which was originally 
on the watchlist for Equity Trustees. A bid for Oneview is 
something to potentially watch for in this space.  

 

Worley’s (WOR) has heavily reduced the amount charged to 
clients for engineering and mining services. With CAPEX     
expectations increasing the share price has factored in some 
price improvement. The stock is trading at fair value, but is 
has been speculated as a take over target by the Dar Group 
who has taken a 13.35% stake.  

 

Australia's last great conglomerate, Wesfarmers, is looking at 
its biggest acquisition in a decade as it examines a bid for  
sodium cyanide maker Cyanco Holdings. The business has 
been put up for sale by Oaktree Capital, the $US99 billion 
($125 billion) investment group founded by billionaire Howard 
Marks. Oaktree has been considering its options since early 
2016, when a price tag of $US1 billion was placed on the busi-
ness. However, sources suggested to Street Talk that price 
expectations had been dialled back to about $US650 million. 

 

Global Markets 

 

Australia was the worst performing global market for the Sep-
tember quarter. The ASX 200 -0.7%, DOW +5.1%, NASDAQ 
+5%, FTSE 100 +2.8%, Hang Seng +5.9%, CSI 300 +6%. US    
economic data released this month indicated a largely upbeat 
second half with solid corporate earnings.  

 

 

The MSCI Emerging Markets (EM) Index has rallied by more 
than 20% this year as gains primarily have been driven by  
expectations of faster earnings growth. As a result, its        
valuation is no higher than it was at the end of 2016, and   
remains quite low relative to that of developed market      
equities.  

 

 
 

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 

 

 

Key Indicators 31 August 2017 
30 September 

2017 
Change 

$AUD US$0.7946 US$0.7834  

Oil (Brent) US$52.82 US$55.7  

Gold US$1327/oz US$1274.1/oz  

RBA Cash Rate 1.50% 1.50%  

Aust 10yr bond 2.713% 2.838%  

US 10yr bond 2.12% 2.32%  


