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Australian Economy 
 Australian labor markets remained strong with the 

unemployment rate holding at 5%, the lowest since 2011. 39,100 
jobs were created in January, fueled by an increase in full-time 
positions. The RBA expected the jobless rate to decline further 
because the vacancy rate is high and there were reports of skill 
shortages in some areas. Wages growth started to pick up steam 
as the 4th quarter figure increased 2.3% YoY, with public sector 
growth well ahead of private.    

 December retail figures came in lower than expected, falling 0.4% 
MoM. Promotional sales events such as Black Friday pulled sales 
into November  and were partially blamed for the 
underwhelming December results. This suggests another soft 
cumulative outcome for the upcoming 4Qtr data release.  

 New February figures show signs the property slowdown is 
broadening to almost every market in Australia, but is still highly  
concentrated in the two capital cities. Sydney’s house prices 
declined 1.1% in February, and 11.5% over the past 12 months. 
Likewise, Melbourne values fell 1.2% last month, bringing the 1 
year rolling loss to 11.5%.   

Sector Returns ASX 200 
 The ASX200 Accum. Index put on a solid performance amid the 

reporting season. The Index rallied throughout February, and 
ultimately finished the month 5.98% higher. Most sectors posted 
positive returns, with the exception being the traditionally 
defensive Consumer Staples sector.  

 The Financials sector was the best performing sector (+9.10%), as 
uncertainty surrounding the Royal Commission was cleared up 
after the final report’s release. IOOF (IFL) led the sector on the 
back of a solid first half result. All major banks had at least 5% 
boost in share prices, with ANZ leading the pack, up 11.87%. 
Commonwealth Bank’s (CBA) shares held up firmly despite going 
ex-dividend mid month. In contrast, regional banks Bendigo & 
Adelaide Bank (BEN) and  Bank of Queensland (BOQ) finished 
February deep in the red, as a result of a poor mid-year trading 

Returns to 28 February 2019 Index 1M    1YR  Rolling 

Australian Leaders S&P/ASX 200 5.98% 7.05% 

Australian Market All Ords Index 6.05% 6.56% 

US Shares  US S&P 500 2.97% 2.60% 

 The Royal Commission findings into the Financial Sector were  
released in early February and generally in line with 
expectations. Vertical integration is here to stay, which benefits 
the big banks. Mortgage brokers, on the other hand, were on 
the receiving end on the commission’s verdicts and will have to 
reform their fee structures.  

 Australian share market rebounded strongly in February, 
supported by a solid reporting season and a better than 
expected Royal Commission report. The smaller indices once 
again outperformed the major indices, with the Small Ords 
Accum. (+6.78%) and the Small Industrials (+7.06%) beating the 
ASX100 Index (+5.91%). Overall, the All Ords Accum. Index 
advanced 6.05% for the month, its best performance in the 
past 12 months. It is interesting to note that 70 out of 95 
companies that delivered at least 10% increase in share prices, 
were mid and small caps.  

 In the past year, Australian companies were challenged by 
factors such as the US-China trade war, market volatility, 
domestic and geopolitical factors, regulatory uncertainty, 
property market slowdown, soft wage growth and weak 
consumer sentiment. Despite all the headwinds, companies 
were still profitable, as 94% of companies have reported a 
NPAT. However, only half of those have reported an earnings 
growth.  

 The overnight cash rate was left at 1.5% as low inflation and 
stagnant wage growth weighed on policy makers. The RBA 
lowered their GDP growth forecast from 3.25% to 2.5%, and 
likewise their inflation forecast from 2% to 1.25%. Westpac and 
NAB’s economists speculate the next move will be a rate cut.  

 Iron ore prices continued to soar after Brazilian mining giant 
Vale announced it had been ordered to partially halt  
operations following a second dam collapse. The court’s order 
would cut the company’s production by 30m tonnes a year.  

 ASIC updated its guidance for responsible lending 
requirements, specifically on the assessment of borrowers’ 
spending as the current Household Expenditure Measure 
(HEM) can lead to over-lending in some cases. The proportion 
of borrowers who are 90 days behind scheduled payments rose 
to 0.75% in December. It’s the highest level since 1996, which 
indicates mortgage stress.  

 

 

Hits and Misses 

% Returns to  28 February 2019 Weight 1 Month 1 Year  

Communication Services 3.56% 4.31% -3.40% 

Consumer Discretionary 6.28% 6.58% 6.91% 

Consumer Staples 5.31% -1.53% 4.23% 

Energy 5.87% 7.90% 10.60% 

Financials 32.32% 9.10% -0.99% 

Health Care 8.42% 1.01% 21.22% 

Industrials 7.99% 6.32% 12.01% 

Information Technology 2.27% 7.59% 26.49% 

Materials 18.66% 6.33% 15.48% 

Real Estate 7.30% 2.14% 11.94% 

Utilities 2.02% 3.93% 9.48% 



update. 

 Resource stocks also enjoyed a good month as commodities 
improved. Brent Crude rose 8.83% for the month, staying above 
US$65/barrel. Iron ore remained the star, nickel & copper were 
on the rise, while gold dipped a little bit. Majority of non-gold 
miners and oil producers finished the month in green, while gold 
producers had an underwhelming month, as the demand for risk-
on assets increased.  

 

Stock Review 

 Webjet (WEB) reported a 37% jump in net profit after tax 
($25.2m) and 33% increase in revenue ($175.3m). The fantasic 
result was driven by the overachiever WebBeds business, which 
contributed more than half of the group’s EBITDA. 

 Electronic retailer JB Hi-Fi (JBH) reported a 5.5% jump in profit in 
the first half of FY2019. JB Hi-Fi forecast its full year profit would 
fall between $237m and $245m, in line with consensus. JBH 
noted a slowdown in sales momentum in January and warned of 
on-going volatility amid softer customer sentiment.  

 Cleanaway (CWY) lifted net profit after tax by 35.1% to $60.8m 
for the first half of FY2019, on the back of solid organic growth 
and the benefits of the $671m acquisition of Tox Free. CWY’s 
long-term contracts with local councils and scale of operations 
made it resilient to economic turbulence. CWY’s rival, Bingo 
Industries (BIN), however, downgraded its full year guidance and 
reported a flat profit growth. Growth in building and demolition 
waste collection did not grow nearly as much as expected due to 
the slowdown in apartment building in NSW and VIC. 

 Coles’ (COL) quarterly sales growth declined to 1.3%, in contrast 
to 5.1% growth from the previous quarter, as the little toy 
giveaway campaign's effect wore off. Coles would not pay a 
dividend, as its earnings to up Nov 27 would be reflected in 
Wesfarmers’ 1H dividend.  

  

Global Markets  

 China’s manufacturing activity continued to weaken in February 
as a slowdown in global economy and the uncertainties 
surrounding trade tensions weighed. The PMI fell to 49.2 points, 
which signifies a contraction. New export orders fell to 45.2 
along with non-manufacturing index dropping to 54.3 points.  

 US markets advanced 2.97% (S&P500) in February, boosted by 
optimism around a deal being made between the US and China. 
President Trump said he was extending the deadline for 
potential tariffs, while the negotiations continued. 

 The Fed Reserve adopted a more dovish view on interest rates, 
reducing the forecast rate hikes from 3 to 2. Bond markets are 
starting to price recessionary conditions and a likely rate cut in 
2020.  

 The probability of the UK leaving the European Union with a no-
deal on March 29 is still lingering, despite the British pound 
reflecting recent optimism. The GBP rose to an 8-month high, as 
PM Theresa May said she would give Parliament a vote on 
March 14 to extend Brexit past the deadline or leave with no-
deal if the Parliament rejects her revised Brexit deal in preceding 
days.  

 
 

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 31/01/19 28/2/19 Change 

$AUD US$0.7247 US$0.7097  

Brent Crude Oil US$61.73 US$66.33  

Gold US$1323.90 US$1321.40  

RBA Cash Rate 1.50% 1.50%  

US 10y bond 2.69% 2.73%  

Aust 10yr bond 2.24% 2.10%  

This report is prepared by Armytage Private Pty Ltd (Armytage) ABN 51 079 960 419, AFSL 238519. report. It provides general information only and does not take into account the investment objectives, financial circumstances or needs of any person. To the maximum extent permitted 
by law, Armytage, its directors and employees accept no liability for any loss or damage incurred as a result of any action taken or not taken on the basis of the information contained in the report or any omissions or errors within it. Equity Trustees Limited (ABN 46 004 031 298 
Australian Financial Services License No.  240975), i is a subsidiary of EQT Holdings Limited, a publicly listed company on the Australian Securities Exchange (ASX: EQT), is the Responsible Entity for the s the issuer of the Armytage Australian Equity Income Fund (The Fund). Applica-
tions can only be made on the form in the current  Product Disclosure Statement (“PDS”) dated September 2017 or through IDPS products that include this Fund. The PDS can be obtained by contacting Armytage or on www.armytage.com.au . Potential investors should consider the 
PDS before deciding whether to invest, or continue to invest, in the product. It is advisable that you obtain professional independent financial, legal and taxation advice before making any financial investment decision. Armytage does not guarantee the repayment of capital, the payment 
of income, or the performance of its investments. Performance presented is net of investment management fees and transaction costs. Quoted performance is annualised for periods of 1 year or greater. Past performance is not indicative of future performance. Armytage Private Pty Ltd 
ACN 079 960 419.To the maximum extent permitted by law, neither Equity Trustees,  Armytage Private, nor any of its related parties, directors and employees accepts no liability for any loss or damage incurred as a result of any action taken or not taken on the basis of the information 
contained in the report or any omissions or errors within it. 
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