
MARKET & ECONOMIC UPDATE:  December 2017 

Market Update 

 
 

Australian Economy 
The AUD rose +3.2% against the USD in December. Technology 
was the top performing sector across the global equities includ-
ing Australia. The resources sector did however contribute the 
most significantly to Aussie markets and was largely responsible 
for the stronger Australian Dollar. The energy sector for the 
month was up 6.4%, while materials were up 6.2%. It appears 
the market is looking at pulling in more aggressive spot prices 
and appreciating the levels of cash flow generated by the min-
ing majors.  

 

The RBA held rates at 1.5% for the 15th consecutive month 
with comments from the Governor General stating that an ap-
preciating exchange rate would be expected to result in a slow-
er pick up of economic activity and inflation than currently fore-
casted. We are forecasting a quiet period for the RBA and ex-
pect interest rates to remain on hold.  

 

The number of residential building approvals jumped 11.7% m/
m in November 2017 on the back of an almost 29% m/m in-
crease in apartment approvals (nearly all in Victoria). Approvals 
for detached houses declined 2.8% m/m but remained 5.1% 
higher since the start of 2017. Low interest rates and strong 
owner occupier demand should support high levels of construc-
tion in 2018. This has been well reflected in the investment 
allocation under our  management.  

Sector Returns ASX 200 

 

 

 

 

 

% Returns to 31 December 
2017 

Index 1M    1YR  Rolling 

Australian Leaders S&P/ASX 200 +1.81% +11.80% 

Australian Market All Ords Index +2.03% +12.47% 

US Shares (USD) US S&P 500 +0.98% +19.42% 

 The ASX All Ords index closed at 6065 points. The Index was 
up 1.60% from the month of November. The Australian 
share market gained 7.0% through 2017.  

 The tech sector was the top contributor to global equities 
however Energy was the top contributor to the Australian 
share market. The sector achieved a high of 6.4% for the 
month.    

 The RBA held rates at 1.5% for the 15th consecutive month 
with comments from the Governor General stating that an 
appreciating exchange rate would be expected to result in a 
slower pick up of economic activity and inflation than      
currently forecasted.  

 The number of residential building approvals jumped 11.7% 
m/m in November 2017 on the back of an almost 29% m/m 
increase in apartment approvals (nearly all in Victoria).  

 Banks were left behind in the markets rally in the 4QCY17. 
The sector detracted -207 bps in 2Q17 after a strong 1Q17 
and made a small contribution in Q3. 

 December saw strong commodity prices with Copper prices 
hitting a four year peak. Oil prices were up 5% and Iron Ore 
up 7% MoM in December. 

 The Health Care sector added +169 bps to the market with 
CSL highlighting the contribution by making up 135 bps of 
the sector performance.  

 Aristocrat reported its FY17 result in December delivering 
$543m NPATA, +36% YoY which was in line with consensus. 

 Department Store Myer had a disappointing end to the year 
after announcing a 5% drop in sales in the first fortnight of 
December. The share price suffered a consequential 15.9% 
fall post announcement.  

 Wage growth still remains relatively sedate in the US de-
spite an unemployment rate of 4.1%. If unemployment 
rates fall heavily in 2018, the Fed is likely to hike rates at a 
quicker rate.  

 China saw Manufacturing PMI come in at 51.6 in December 
from 51.8 in November. The Non-Manufacturing PMI was 
55.0 in December from 54.8 in November.   

Resources showing off in markets  

See individual fund newsletters for disclaimers 

% Returns to 31 December 2017  Weight 1 Month 1 Year 

Consumer Discretionary 4.66% +3.78% +12.40% 

Consumer Staples 7.42% +1.62% +20.17% 

Energy 5.04% +6.39% +23.32% 

Financials 35.84% +0.37% +5.01% 

Health Care 7.20% -0.48% +26.35% 

Industrials 7.28% -1.20% +18.29% 

Information Technology 1.84% +1.87% +27.99% 

Materials 17.27% +6.19% +22.91% 

Real Estate 8.20% +0.45% +6.19% 

Telecommunication Services 3.10% +5.53% -21.29% 

Utilities 2.15% -4.54% +8.91 

Please note Armytage will be moving office in January to Level 5, 30 Collins Street  



Banks were left behind in the markets rally in the 4QCY17. Con-
tinued uncertainty over banking equities and more negative 
press on the housing market has kept share prices muted.  

 

December saw strong commodity prices with Copper prices 
hitting a four year peak. Oil prices were up 5% and Iron Ore up 
7% MoM in December. Prices were supported by positive glob-
al economic growth and strong Chinese import demand. In turn 
major players in the sector, BHP and RIO gained +8.32% and 
+6.85% respectively in share price appreciation.  

 

Stock Review 

 

The Health Care sector added +169 bps to the market with CSL 
highlighting the contribution by making up 135 bps of the sec-
tor performance.  CSL was following by BHP (+122bps) and RIO 
(+55bps). Macquarie represented the diversified financials re-
turning +38bps for the month.  

 

Aristocrat reported its FY17 result in December delivering 
$543m NPATA, +36% YoY which was in line with consensus / 
MRE ($544m). Aristocrat also announced a US$990m acquisi-
tion of the social gaming business Big Fish. We feel the market 
is struggling to get it head around the huge revenue opportuni-
ty that is social gaming.  

 

Amazon Australia’s website launched in December just in time 
for Christmas, this followed on from what seemed like an un-
successful launch attempt on the 24th November. Pricing was a 
big standout for the online retailer with little to no competitive 
advantage in third party item pricing whilst Amazons own items 
were more competitive. Post launch we saw JBH and HVN share 
price bounce back as the online retailer looked to be less of a 
threat in the Australian market than initially anticipated.  
Though we feel Amazon will play a long game, similarly to the 
Aldi roll out. Department Store Myer had a disappointing end to 
the year after announcing a 5% drop in sales in the first fort-
night of December. Reduced foot traffic, widespread dis-
counting and subdued consumer sentiment will pose ongoing 
challenged for MYR. The share price suffered a consequential 
15.9% fall post announcement.  

 

Global Markets 

 

Both Fed Chair Janet Yellen and her likely replacement, Gover-
nor Jay Powell, have indicated that they do not see signs that 
the US labour market is currently overheating. Wage growth 
still remains relatively sedate despite an unemployment rate of 
4.1%. If unemployment rates fall heavily in 2018, the Fed is like-
ly to hike rates at a quicker rate. The ISM Non-Manufacturing 
Composite Index was 55.9 in December, from 57.4 in Novem-
ber. This dovish approach is partly the reason for the softer 
dollar and the Euro’s rise on the back of inflation expectations 
have shifted global monetary flows.   

 

China’s Central Economic Work Conference concluded in De-
cember saw growth target rates likely to stay at 6.5%. The con-

ference also saw a discussion of the three policy priorities in 
2018-2020 ; financial deleveraging, poverty reduction and envi-
ronmental protection.  

 

China Manufacturing PMI came in at 51.6 in December from 
51.8 in November. The Non-Manufacturing PMI was 55.0 in 
December from 54.8 in November. These are still excellent 
numbers that illustrate the economy expanding.   

 

 
 

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 

 

Report prepared by Sara Acar  

sacar@armytage.com.au 

Key Indicators 30 November 
2017 

31 December 
2017 

Change 

$AUD US$0.7566 US$0.7804  

Oil (Brent) US$62.70 US$66.61  

Gold US$1277.6/oz US$1309.3/oz  

RBA Cash Rate 1.50% 1.50%  

Aust 10yr bond 2.501% 2.633%  

US 10yr bond 2.41% 2.41%  


