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Australian Economy 
 The RBA kept the cash rate unchanged at 1.5% as expected, with 

the Board having no intention to lift the cash rate in the near 
future. The RBA Governor’s statement cited a positive outlook for 
the Australian economy, with economic expansion underway, 
low unemployment rates and inflation remained low and stable. 

 The property markets continued to dampen in November, with 
national dwelling values falling 0.7%, the weakest monthly result 
since the GFC, led by a 1.4% decline in Sydney and 1% drop in 
Melbourne. Clearance rates are hovering around the low 30-40% 
in Australia’s 2 biggest markets.  

 The money-market interest rates have declined recently, after 
increasing earlier in the year. Standard variable mortgage rates 
are a little higher than a few months ago and the rates charged to 
new borrowers for housing are generally lower than for 
outstanding loans. 

 The outlook for the labor market remains positive. The 
unemployment rate is 5%, the lowest in 6 years. 32,800 more 
people were employed, while 42,300 came from full-time 
positions. With the economy growing above  trend, a further 
reduction in the unemployment rate is expected. The 
participation rate slightly increased by 10 basis points, to 65.6%. 

Sector Returns ASX 200 
 The Australian markets extended their loss making streak for a 

3rd month, after a mid-month sell-off pushed the market down 
3.3% in 2 days. The ASX200 index declined 2.21% for the month, 
and had lost 9.28% since the beginning of September.  

 Energy was the index’s worst performing sector in November, 
mainly due to the slump in oil prices. The slide in share prices of 
large cap companies such as Santos (STO), Oil Search (OSH) and 
Woodside (WPL) was the main drag behind the 
underperformance of the Energy sector.  

 

Returns to 30 November 2018 Index 1M    1YR  Rolling 

Australian Leaders S&P/ASX 200 -2.21% -0.96% 

Australian Market All Ords Index -2.24% -1.13% 

US Shares  US S&P 500 1.79% 4.25% 

 The US and China agreed to a 90-day truce as presidents Trump 
and Jinping met at the G20 summit. The US promised to leave 
existing tariffs on $200b of Chinese goods at 10% and refrain 
from raising that rate to 25% next year.  

 The US markets recorded its second market correction this year 
in November as the S&P500 lost 10.17% from its peak achieved 
in September. However, the markets rallied during the last 
week of the month as investors took comfort that the Trade 
Wars would not get worse in the near future as Trump and 
Jinping agreed to a truce.  

 The Australian markets are on track for their worst December 
quarter since the global financial crisis following another sell-off 
during November. After rallying for the first 10 days of the 
month, it was a broad sell-off, we some heavier moves in 
energy and technology. Overall, the All Ords Accum. Index 
shredded an additional 2.24% in November, taking the total 
loss of the quarter so far to 8.57%.  

 According to CBA’s market analysis, the Australian stock market 
was the worst performer in the Asia-Pacific region the past 3 
months. During that period, the All Ords Index tumbled 11% as 
investors facing rising global interest rates, volatile oil prices, a 
slowing Chinese economy and increased US-China trade 
tensions. 

 China announced that the existing policies on cross border e-
commerce around licensing & registration would continue from 
January. This is positive news for Australian exporters of dairy 
products and health supplements, as the implementation of 
new regulations would threaten product demand in their 
biggest export market. 

 Oil continued its losing streak as Saudi Arabia continued to 
pump Crude at record levels, as well as Trump’s efforts to keep 
prices down. Oil prices plunged 20.8% in November, falling 
through the $60 level, erasing all of this year’s gains. US 
reserves remain high as record flows from shale fields eclipsed 
what is still robust demand. 

 The US 10-year treasury bond yield shrugged off 14.5 basis 
points in the month of November, while its Australian 
counterpart only decreased by 3 basis points, hinting the rate 
hikes in the US might be slowing down.  

 The AUD had a solid November, rising above 73 US cents. 
Stronger performance was seen into the back end of the 
month, driven predominantly by the US Fed’s commentary.  

Ceasefire  

% Returns to 30 November 2018 Weight 1 Month 1 Year  

Communication Services 3.64% -3.20% -4.99% 

Consumer Discretionary 6.32% -5.35% +0.05% 

Consumer Staples 5.61% -1.73% +4.33% 

Energy 5.38% -10.31% -0.74% 

Financials 33.27% +1.40% -6.52% 

Health Care 8.37% -4.03% +15.28% 

Industrials 7.95% -0.55% -0.99% 

Information Technology 2.16% +1.00% +16.93% 

Materials 17.16% -4.76% +2.86% 

Real Estate 7.69% -2.85% -0.62% 

Utilities 1.96% -1.81% -11.92% 



 Softer property markets in Australia’s major cities continued to 
take its toll on household’s wealth. The vast majority of 
Consumer Discretionary stocks stayed in red, with a few 
exceptions, one being G8 Education (GEM). GEM is Australia’s 
largest childcare operator. Recently, the CEO intended to offload 
up to 8 loss-making centers to add momentum to an improving 
outlook linked to better occupancy rates in the outer suburbs of 
larger cities. G8 topped the ASX200 index this month, with a 
+36.6% performance.  

 The short term improvement in share prices of major banks 
carried the financials sector to the top. All Big 4 banks’ share 
prices took a big leap this month, with ANZ leading the pack, up 
7.84%. On the other end,  Challenger (CGF) lost 7.21% due to 
facing lower yields on its property portfolio and slowing sales of 
its products in Japan. The UK-based bank, CYB was negatively 
affected by the political situations in Europe and Brexit. Overall, 
the financials sector delivered +1.40% of return in November, 
becoming the best performing sector of the ASX200. 

 

Stock Review 

 Building products group Boral (BLD) has warned that profits are 
below internal targets for the first half of FY2019 due to wet 
weather and a moderating residential construction sector in 
Australia. Boral will need an outstanding performance on the 
second half to meet its full year profit guidance.  

 The competition watchdog ACCC will not oppose oil and gas giant 
Santos’ (STO) acquisition of West Australian gas company 
Quadrant energy, stating that STO will continue to face strong 
competition from a range of suppliers, including large liquified 
natural gas producers, such as Chevron and Woodside.  

 Baby Bunting (BBN) reported total sales growth of 17% for the 20 
weeks to mid November, with the like-for-like sales up 9.6%. A 
number of BBN’s competitors collapsed over the past year, 
including the Toys R Us and Babies R Us chain, triggering 
clearance sales that put both its sales and margins under 
pressure. However, it was an opportunity for BBN to increase its 
market share. 

  

Global Markets  

 The US markets had a month of solid improvement after a 
disappointing October. Treasury yields declined while equities 
rallied. The S&P500 gathered 48 points in November, which 
translated to a gain of 1.79%. Trump and Jinping agreed to a 
truce at the G20 Summit was a highlight of the month, which 
gave investors some comfort.  

 European equities were broadly sold off through November as 
Brexit and Italian budget concerns weighted on major indices. 
The regional PPI and services PMI data came in slightly stronger 
than expected early in the month, helping buoy equities. 
However, geopolitical tensions hindered gains in the region, 
including France. Towards the end of November, the UK 
Government and the EU Council signing off on a political 
declaration on trade provided the markets some relief.  

 Growth in China’s manufacturing halted for the first time in 
more than 2 years in November, missing expectations. This is the 
latest sign that the US trade frictions are starting to hurt the 
world’s second largest economy. The PMI for November 
indicated no growth was recorded in the month, which hasn’t 
happened since 2016. China’s equity markets also finished lower 
in November, as stocks took a hit on US-China trade uncertainty.  

 

 

 

 
 

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 31/10/2018 30/11/2018 Change 

$AUD US$0.7081 US$0.7379  

Brent Crude Oil US$74.79 US$59.07  

Gold US$1223.10 US$1233.90  

RBA Cash Rate 1.50% 1.50%  

Aust 10yr bond 2.63% 2.59%  

US 10yr bond 3.15% 2.99%  


