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Market Update 

 
 

Australian Economy 
The S&P/ASX200 Accumulation Index finished the month 
+1.09% higher than the April performance. May was a volatile 
month with market movements impacted by The Australian 
Federal Budget,  geopolitical developments, volatile Global   
Interest Rates and the continued Royal Commission into the 
Banking and Financial Services Industry. The Australian Reserve 
Bank left interest rates on hold for the 19th consecutive month 
at 1.5%. The AUD finished the month strongly at US$0.7678 
with strong commodity prices supporting the momentum.  

 

The Australian Federal Budget announced a projected Budget 
Surplus by FY20. Personal income tax relief for low and middle 
income earners was also a highlight. The Royal Banking Com-
mission entered round 3 in the month of May with a focus on 
Small Business Lending.  

 

Wages growth is starting to edge higher supported by a        
reasonably solid outlook for consumer spending on services. 
Australian unemployment rates slightly increased to 5.6% in 
May as housing price growth has well truly slowed down. We 
still remain concerned with the level of consumer debt and the 
subsequent decline in the national savings rate.   

Sector Returns ASX 200 
The telecommunications sector was the worst performer for the 
month with Telstra dragging heavily on the sectors                   
performance. Telstra announced poor expectations on EBITDA 
and company guidance due to continuously challenging          

 

 

% Returns to 31 May 2018 Index 1M    1YR  Rolling 

Australian Leaders S&P/ASX 200 +1.09% +9.63% 

Australian Market All Ords Index +1.40% +10.79% 

US Shares (USD) US S&P 500 +2.16% +12.17% 

 The S&P/ASX 200 Accumulation Index closed at 61021 
points, a second consecutive month of positive returns. 

 The Small Ordinaries Accumulation Index finished the 
month up +3.7%. Seven West Media was a key contributor 
to performance as its share price spiked 47.8%. 

 The Federal Budget, geopolitical events, volatile global   
interest rates and Round 3 of the Royal Commission         
encouraged active trading throughout the month. 

 The Reserve Bank left interest rates on hold at 1.5% for the 
19th consecutive month with inflation data putting little 
pressure on the RBA to raise interest rates any time soon.  

 The AUD maintained it’s value in the mid 70’s finishing the 
month at US$0.7678. 

 The Australian Federal Budget announced a projected  
Budget Surplus by FY20.  

 Australian unemployment rates slightly increased to 5.6% in 
May as housing price growth has well truly slowed down.    

 The telecommunications sector was the worst performer for 
the month with Telstra dragging heavily on the sectors   
performance. Telstra share price was down 11.9% for the 
month.  

 Healthcare was the outperforming sector for the month 
with 1 month returns coming in at +5.6%. The sector       
performance was largely encouraged by CSL’s                    
outperformance of +9.1%.  

 CSL was the top performing stock for the month with     
Macquarie Group (MQG) not far behind at a 8.1% share 
price increase in May. MQG outperforming its bank peers as 
they were the least affected from the Royal Commission.       

 Brambles was an interesting laggard for the month shedding 
8.5% from its share price. The share price was shaken up by 
increasing lumber prices which are up over 60% YoY.  

 Oil price increases have been driven by strong global growth 
and economic activity. They have also been kept high with 
OPEC keeping production right. Brent crude closed the 
month at US$77.78, up  

 

Unintended Consequences  

See individual fund newsletters for disclaimers 

% Returns to 31 May 2018 

  
Weight 1 Month 1 Year Rolling 

Consumer Discretionary 4.67% 5.06% 12.88% 

Consumer Staples 7.77% -0.36% 18.40% 

Energy 5.52% 0.23% 22.25% 

Financials 33.31% -0.15% -0.80% 

Health Care 8.19% 5.62% 31.99% 

Industrials 7.20% 1.10% 5.98% 

Information Technology 2.20% 1.43% 26.53% 

Materials 18.78% 1.97% 28.67% 

Real Estate 7.83% 2.77% 5.65% 

Telecommunication Services 2.59% -10.16% -27.77% 

Utilities 1.94% 1.14% -8.97% 



company conditions. Telstra lost 11.9% in its share price for the 
month.    

 

WBC and ANZ shares reacted positively to the Royal              
Commission’s third round; whilst NAB and CBA fell -4.01% and    
–3.51% respectively in share price. The key question in the equi-
ty markets now is whether the Banks and Telcos are now       
adequately discounted for earnings and dividend risk.        

 

Healthcare was the outperforming sector for the month with 1 
month returns coming in at +5.6%. The sector performance was 
largely encouraged by CSL’s outperformance of +9.1%.  

 

Stock Review 

 

CSL was the top performing stock for the month with            
Macquarie Group (MQG) not far behind at a 8.1% share price 
increase in May. MQG outperforming its bank peers as they 
were the least effected from the Royal Commission.       

 

The Small Ords saw the Royal Banking Commission deliver 
some unintended consequences in media and advertising    
company Seven West Media (SWM). The share price was up an 
astounding 47.8% for the month with increased retail banking 
commercials.  Overall the Small Ordinaries Accumulation Index 
finished the month up +3.7%.  

 

Brambles largely underperformed for the month shedding 8.5% 
from its share price. The share price was shaken up by          
increasing lumber prices which are up over 60% YoY.       

 

Global Markets  

 

Global growth momentum looks to have peaked at the start of 
the year and is likely to return to trend for 2018 and the start of 
2019. However continuing geopolitical threats around a           
US-China trade war is influencing the broader economy.  

 

Asset markets continue to be threatened by rising trade       
ructions as well as increases in the US bond yield, which broke 
above 3% this month. Crude oil prices have spiked as a result of 
the US withdrawing from the 2015 Iran nuclear deal which is 
also a continuing concern for global markets.  

 

The US has taken the lead against its global counterparts with 
economic expansion likely to increase in the second quarter of 
the year. We need to see wage prices increase to keep up with 
inflation for the economy to keep expanding.  

 

China has indicated a structural slow down in global growth 
following the easing of monetary policy from the People’s Bank 
of China and a slow down in credit growth. The focus in China is 
increasingly pointing towards gradual reform supported by   
government policy.  

 

 
 

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 30 April 2018 31 May 2018 Change 

$AUD US$0.7529 US$0.7678  

Oil (Brent) US$74.73 US$77.78  

Gold US$1321.9/oz US$1332.7/oz  

RBA Cash Rate 1.50% 1.50%  

Aust 10yr bond 2.77% 2.67%  

US 10yr bond 2.95% 2.80%  


