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Market Update

 
 

Australian Economy 
 The Reserve Bank of Australia has left the Over Night Cash Rate at 

its record low level of 1.5% for another month, citing concerns on 
the uncertain outlook of household consumption. Household 
income has been growing slowly and debt levels remain high. 

 The labor market outlook remains positive, with strong growth in 
employment, accompanied by a significant rise in labor force 
participation.  

 Conditions in the Sydney & Melbourne housing markets have 
eased, with prices declining in both markets. Nationwide      
measurement of rent inflation remained low. Housing credit 
growth declined, investor demand slowed noticeably and lending 
standards have tightened.  

 GDP growth is expected to stay above 3% in 2018 and 2019.  
Business conditions are positive and non-mining business       
investment is continuing to increase. The lower FX should       
support this as well.   

Sector Returns ASX 200 
 The S&P/ASX200 Accumulation Index  finished slightly higher this 

month, up 1.39%, marking the 4th consecutive month the index 
stayed in the black.  

 

 July was a perfect start for Telco, as the sector was up 7.90% and 
all members were positive. TPG led the group (+11.41%) and 
Telstra had an impressive comeback (+8.40%). 

 

 Despite negative return, the top 2 spots of the  index were     
occupied by Tech stocks.  Cornering the attractive, high spending 
millennial segment, Afterpay Touch shares delivered a massive 
51.66% return as the company announced forecast full year  
earnings above consensus estimates. Solid reports helped Tech-
nology One secure the 2nd place, up 16.24% for the month. 

 

 

 

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

Australian Leaders S&P/ASX 200 1.39% 14.59% 

Australian Market All Ords Index 1.22% 14.91% 

US Shares (USD) US S&P 500 3.60% 14.01% 

 July 2018 was a quiet month for Australian Equity Market as 
investors patiently await the reporting season. The All Ords 
Accumulation finished the month at 83,198.74 points, up 
1.22%. In contrast, smaller Indices went into negative           
territories. The Small Ords Accumulation was down 1.01% 
while the Emerging Companies Index was down 2.09%.  

 

 Shares of the Big 4 Banks rebounded further in July, along with 
broad market gains driven by stronger commodity prices and 
limited market impact from the global trade war. The bank 
shares had declined through May from October 17 reflecting  
deteriorating  revenue  prospects and lingering regulatory risks. 
Stagnant home loan growth (and Australian housing market in 
general), high capita requirements and rising compliance costs 
(potential big fines post Royal Commission) continue to put 
pressure on the banks’ profit outlook.  

 

 The RBA cash rate remains unchanged at 1.50% for the 23rd 
consecutive month. RBA’s comments are to continue           
supporting the Australian economy with low level interest 
rates.  

 

 Gold prices continued to fall, finishing July 2.3% lower than last 
month end. The USD remained strong in spite of Trump’s    
criticism towards the Fed’s pace of hiking rates, which puts gold 
under pressure.  

 

 Oil reversed some of its gains seen during May & June (up 
5.68% for the 2 month period). The Oil (Brent) price was down 
6.53% in July.  

 

  The Aussie dollar was fairly volatile in July, although it          
ultimately closed the month at USD 0.7424, up 0.3%.  

 

 Sydney & Melbourne industrial rentals continue to grow due to 
robust tenant demand, specifically inner city areas. On the  
residential housing side, the void remains between a slow 
down in multi-family and resilient stand alone developments.  

The Calm Before The Storm?  

See individual fund newsletters for disclaimers 

% Returns to 31 July 2018  Weight 1 Month 1 Year  

Consumer Discretionary 4.78% 2.13% 18.49% 

Consumer  Staples 8.01% -0.49% 27.11% 

Energy 5.63% 0.87% 42.27% 

Financials 33.36% 2.05% 2.38% 

Health Care 8.62% 2.08% 40.86% 

Industrials 7.18% 3.48% 14.44% 

Information Technology 2.39% -1.20% 30.33% 

Materials 18.22% -0.10% 25.53% 

Real Estate 7.49% 0.98% 14.69% 

Telecommunication Services 2.33% 7.90% -22.10% 

Utilities 1.99% -1.44% 3.24% 



 Weaker gold, nickel & copper prices put pressure on resource 
stocks. 8 out of bottom 11 were smaller miners with double-digit 
losses. Some larger cap  companies, such as RIO and S32, also 
finished July in red.  

 

 Banks continued to recover in the month of July, in sync with  the 
+2.05% return of the financials sector. BOQ & BEN led the group, 
up 9.03% and 8.03% respectively. The Big 4 performed             
reasonably well this month, ANZ leading the pack, up 3.75%. 
Macquarie shares slightly declined 0.67% this month, slowing its 
fast chart climbing streak that started in April 2018. 

 

Stock Review 
 Sigma Health Care (SIG) was the worst performer of the ASX200, 

finishing July 39.51% lower. At one point, SIG posted the biggest 
percentage increase in short positions from a failed contract 
extension with Chemist Warehouse.  

 

  HUB24 (HUB) and Netwealth (NWL) shares were massively   
impacted by BT’s new fee structure announcement. HUB and 
NWL’s shares started to tumble on 20th July, finishing the month 
at –0.43% and -8.27% respectively.   

 

 CIMIC’s (CIM) share price rallied 14.26% in July, following a profit 
upgrade. Strong performance from construction and good    
results from the mining business helped underpin profit growth 
in the first half.  

 

 Cleanaway (CWY) enjoyed a great month as seen by a 10.06% 
surge in its share price. CWY has announced its new Joint      
Venture with ResourceCo to acquire 50% interest in a new 
Wetherill Park resource facility, which is expected to bring in 
additional benefits to CWY. 

 

Global Markets  

 US markets broadly rallied over the month of July,  shrugging off 
continued trade conflict between themselves and China. This 
was also supported by generally strong domestic earnings     
reports. Overall, the S&P500 closed the month at 2802.6 points, 
up 3.6%.  

 

 Amazon recorded its strongest quarterly profit in history, driven 
by an improvement in its core retail business. In  contrary,     
Facebook share dropped approx. 20% in 24 hours after           
disappointing revenue and user growth figures.  

 

 Although the US and EU have seemingly averted trade conflict 
by an agreement to push for a zero tariff deal, tariff                  
implementation between the US and China continued to ramp 
up, with the two countries unable to come to an  agreement.  

 

 The UK equities rallied to finish the month up 1.5%, although in 
the background Brexit negotiations continue to cause political 
disruption.  

 
 

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 June 2018 31 July 2018 Change 

$AUD US$0.7405 US$0.7424  

Oil (Brent) US$79.20 US$74.08  

Gold US$1,254.5/oz US$1227.40  

RBA Cash Rate 1.50% 1.50%  

Aust 10yr bond 2.63% 2.65%  

US 10yr bond 2.865% 2.96%  


