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Market Update 

 
 

Australian Economy 
The Australian economy was overshadowed by the Royal Com-
mission into the Banking, Superannuation and Financial Ser-
vices Industry entering Round 2, focusing on financial advice. In 
turn the banking sector underperformed the broader ASX 200 
Index and dragged on index performance for the month.  

 

New listings in the national property market bounced in April, 
showing growth of 12.8% YoY, compared to a broadly flat 
month last month (March, -0.7% YoY).  However, house prices 
fell in April with key markets NSW and VIC posting -3.4% and 
+3.7% respectively.  

 

The Australian economy remains prosperous in light of a likely 
election friendly budget in the coming month as well as steady 
consumer confidence and positive business outlook. The Re-
serve Bank left interest rates unchanged in April at 1.50% for 
the 18th month in a row.  This was inline with expectation and 
is supported by a weakening housing market.   

 

Furthermore, the Australian Dollar has resumed its weakening 
trend against the US Dollar weighing down by falling interest 
rate differentials. The Aussie dollar fell to a year low of 
US$0.7529 in April.  

Sector Returns ASX 200 
 

 

 

 

% Returns to 30 April 2018 Index 1M    1YR  Rolling 

Australian Leaders S&P/ASX 200 +3.91% +5.46% 

Australian Market All Ords Index +3.49% +6.44% 

US Shares (USD) US S&P 500 +0.27% +11.07% 

 The S&P/ASX 200 Accumulation Index closed 3.9% higher, 
successfully reversing the heavy loss seen in March 2018. 

 April saw the ASX 200 post its first positive month in the 
calendar year.  

 Best performing sectors were Energy (+10.8%) and          
Materials (+7.6%) while laggards included Financials (+0.2%) 
and Telecoms (+2.0%).  

 New listings in the national property market bounced in 
April, showing growth of 12.8% YoY, compared to a broadly 
flat month last month (March, -0.7% YoY).   

 The Government is due to release its Federal Budget next 
month which is expected to be election friendly with       
minimal surprises.  

 The Australian Dollar fell to US$0.75 for the month with its 
weakening trend against the US Dollar weighing down by 
falling interest rate differentials. 

 US 10-year Treasury Yields advanced higher through April, 
trading above 3% for the first time since 2014 and finishing 
the month at 2.95%. 

 April was a significant month for commodities with alumina, 
nickel and oil receiving the largest upgrades from global 
analysts. 

 Unsurprisingly the underlying commodity stocks such as 
BSL, RIO, WPL and S32 were amongst the top contributors 
to the ASX 200 Index.  

 Laggards were the banks and financial stocks on concerns of 
further negative findings from the Royal Commission. 

 The S&P ASX Small Ords watched fund manager Blue Sky 
(BLA) wipe 22.8% off its share price following heavy offshore 
short selling after a damning research report was released 
on the company and its underlying investment valuations.  

 The US Fed kept interest rates unchanged noting “overall 
inflation and inflation for items other than food and energy 
have moved close to 2%”. 

 AMP has been under siege from the Royal Commission   
following scathing reports into its operating practices and 
compliance adherence which has led to a culling of the cur-
rent board and senior management.  

The Royal Commission  

See individual fund newsletters for disclaimers 

% Returns to 30 April 2018 

  
Weight 1 Month 1 Year Rolling 

Consumer Discretionary 4.56% 3.25% 7.38% 

Consumer Staples 7.73% 5.77% 18.26% 

Energy 5.36% 10.81% 24.42% 

Financials 34.30% 0.17% -8.35% 

Health Care 7.86% 7.44% 22.40% 

Industrials 7.18% 3.47% 9.76% 

Information Technology 2.13% 2.86% 24.42% 

Materials 18.38% 7.64% 25.97% 

Real Estate 7.80% 4.31% 1.96% 

Telecommunication Services 2.75% 1.98% -16.90% 

Utilities 1.95% 2.25% -9.14% 



April saw the ASX 200 post its first positive month in the year. 
This was an outperformance of major US indices. US 10-year 
Treasury Yields advanced higher through April, trading above 3% 
for the first time since 2014, and finishing the month at 2.95%.  

 

The Banking sector was the worst performer due to the Royal 
Commission. We expect additional underperformance for many 
of these stocks for some time but there will be stocks less   
affected where we think there will be long term benefits as well 
as stocks that have been tainted just for being in this sector. It is 
likely that we will be very active in this space in the coming 
months and it will be interesting to see if Westpac sells its ‘non-
core’ remaining BT (now called Pendal) stake.   

 

Stock Review 

 

As a result of strengthening commodity prices, BSL, RIO, WPL 
and S32 were amongst the top contributors to the ASX 200 
Index. In comparison financials were amongst the largest de-
tractors  to the index with AMP, CBA and ANZ dragging the 
most in the sector. The S&P ASX Small Ords saw fund manager 
Blue Sky (BLA) wipe 22.8% off its share price following heavy 
offshore short selling.  

 

Followed by a disappointing 1H FY18 result on higher-than-
expected costs and net debt, BHP should see improvement in 
the June half off the back of strong commodity prices and pro-
duction.  Blue Scope (BSL) continues to benefit from strong East 
Asia and US steel spreads and strong domestic demand, the 
company maintains a strong balance sheet. The pending sale of 
its shale oil and gas business in the US has benefited from fa-
vourable geopolitics and solid global demand. 

 

Aristocrat Leisure (ALL) has shrugged of concerns of its Social 
Gaming platform and has accelerated to a new high of $26.82 
at the close of April. For those who aren’t aware, social gaming 
is a platform where the consumer pays for credits in the form of 
advanced levels and gaming items rather than paying to win. 
There is a legal case at the moment concerning whether these 
constitute as a gaming loss or as a payment for experience. We 
believe there will be a positive outcome in this case and this 
view has been supported by the market.  

 

Interestingly it would probably surprise many that ALL is the 
19th largest company in Australia. While we are on the topic, 
key movers in the large end of town have been CSL, Macquarie 
and Resmed, all in the top 20 and trading at record highs. Apart 
from the banks the major loss in the top 20 is Telstra. We     
expect further disruption here until 5G is rolled out. Yes, we 
believe the Internet of Things will provide further data          
consumption, yet competition could erode many of the        
foreseeable benefits.  

 

 
 

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 31 March 2018 30 April 2018 Change 

$AUD US$0.7662 US$0.7529  

Oil (Brent) US$69.79 US$74.73  

Gold US$1331.1/oz US$1321.9/oz  

RBA Cash Rate 1.50% 1.50%  

Aust 10yr bond 2.59% 2.77%  

US 10yr bond 2.78% 2.95%  


