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July market performance

AU G U ST 20 17 Equity Markets Index At Close % Change % Change

— Price Indices 31/7/2017 1 Month 12 Months
« Inarelatively quiet month for Australia All Ordinaries 5773.91 0.2% 2.3%
economic and policy news, Japan Nikkei 19925.18 -0.5% 20.3%
I o2y Hong Kong Hang Seng 27323.99 6.1% 24.8%
helped by corporate earnings FTSE 100
reports in the United States UK 7372.00 0.8% 9.6%
and Europe that were Germany DAX 12118.25 -1.7% 17.2%
relatively strong. us Dow Jones 21891.12 2.5% 18.8%
e The US Dollar fell 2.9% EMU* Euro 100 1182.37 0.4% 16.1%
against a trade-wglghted World** MSCI - Ex Aus (Gross) (Hedged) 1498.28 1.4% 13.8%
basket of currencies as the
“T Slump” continued.
fump Siump - continue Property e At Close % Change % Change
. Over the month the lower US — Price Index 31/7/2017 1 Month 12 Months
Dollar, and Chinese policies to Listed Trusts S&P/ASX 300 A-REITS 1293.13 -0.2% -14.8%
cut metal production capacity,
booste(_i commodlty RICES Interest Rates At Close At Close At Close
denominated in US Dollars 31/7/2017  30/6/2017  31/5/2017
such as oil, copper, aluminium .
. ' ' Aust 90 day Bank Bills 9 9 9
a1l e Gl u y 1 1.69% 1.71% 1.86%
Australian 10 year Bonds 2.68% 2.60% 1.87%
»  US technology stocks US 90 dav T Bill . . .
renewed their uptrend helped Y 1.08% 1.02% 0.26%
by strong earnings reports US 10 year Bonds 2.29% 2.30% 1.45%
from Apple, Facebook and
Google’s parent company Currency** At Close % Change % Change
Alphabet. 31/7/2017 1 Month 12 Months
+  Chinese economic growth US dollar ASIUSS 0.80 4.08% 5.04%
remained at a strong 6.9% British pound A$/STG 0.61 2.55% 5.78%
annual rate in the June quarter. Euro A$/euro 0.68 0.69% 037%
*  Australia’s equity market Japanese yen AS$lyen 88.21 2.35% 13.25%
traded §|deways fo_r the second Trade-weighted Index 67.30 2 75% 6.32%
month in a row as investors
remained cautious ahead of * Top 100 European stocks trading on the FTSE
reporting season. ** Price Index (Source: msci.com)

*** All foreign exchange rates rounded to two decimal places (Source: FactSet)
Past performance is not a reliable indicator of future performance.

Global economies

Economic data has continued to be relatively
good in July, however, many of the “soft”
indicators, based on business and consumer
surveys, have weakened from their post-US
election highs as Donald Trump continues to
struggle to deliver on his election promises.
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GDRP figures for the June quarter confirmed
that the US economy continues to grow at
around 2% per annum, well below the 3%
level targeted by Donald Trump and below
the levels suggested by business and
consumer surveys in early 2017. However,
the post-election optimism in many of these
surveys has now begun to unwind with the
most recent ISM manufacturing and services
sector reports both showing softer levels of
activity. Inflation and wages growth have
also stalled recently at levels below where
the US Federal Reserve would like them to
be, and investors have interpreted this as a
sign that interest rate rises will be slower
than the Fed’s own dot point forecasts.

Europe

In the Eurozone, economic growth rates
have picked up from 1.9% year-on-year in
the March quarter to 2.1% in the June
quarter and unemployment has declined
further, now at 9.1%, which is the lowest
since the global financial crisis. Against this
backdrop, the European Central Bank has
dropped its reference to “downside risks” in
its outlook for the European economy and
this allows it to gradually move towards
tapering of its €60 billion per month in asset
purchases later this year with interest rate
rises in 2018.

China

Chinese data released over the past month
has shown that the economy there continues
to perform relatively well with stable annual
growth of 6.9% in the June quarter,
supported by property and infrastructure
construction. Other indicators such as
industrial production, international trade,
retail sales and fixed asset investment also
paint a picture of an economy that is
performing well. The Chinese government
continues to be concerned with corporate
leverage and recently instructed State-
Owned Enterprises to reduce their
borrowings, although it is too soon to
determine what impact this may have on the
broader economy.

Asia region

In Japan, the consumer price index rose an as
expected 0.4% year-on-year in June,
however, the Bank of Japan’s preferred
measure of core annual inflation remained
stuck at zero for the third consecutive month.
Meanwhile the June employment report in
Japan remained strong, with the
unemployment rate falling back down to
2.8% after being a little higher in June. Real
spending by Japanese households was
stronger than expected, rising 2.3% year-on-
year in June, suggesting that although core
inflation remains non-existent, consumers
are more confident about their jobs and
therefore more willing to spend.

Australia

In Australia, most of the data released in the
past month has been in line with
expectations, which usually means that it has
followed recent trends. The unemployment
rate remained stable at 5.6% in June, the
core annual rate of inflation was stable at
1.8% in the June quarter and the RBA kept
interest rates on hold in early August. Most
of the recent commentary from the RBA has
suggested that they see growth and inflation
picking up and unemployment falling further
over the next couple of years, but that they
are in no hurry to lift interest rates.
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EQUITY
MARKETS

*  Emerging market shares rose
5.0% in local currency terms
helped by gains in India and
Brazil.

e The German DAX Index lost
1.7%.

e The Euro 100 index rose 0.4%
over the month.

e The Japanese Nikkei Index
was 0.5 lower in July.

e The US Standard & Poor’s
500 Index was up 2.1% over
the month while the
technology heavy NASDAQ
Composite Index gained
3.4%.

. Australia’s S&P/ASX All
Ordinaries Index rose 0.2% in
July the same as its rise in
June.

August 2017

Australian equities

Index/Benchmark (% pa) lYear 3Years 5Years 7 Years
Australian S&P/ASX 300 Acc. 7.03% 512%  10.71%  8.11%
S&PIASX 50 Acc. 8.10%  4.03% 1051% 827%
S&P/ASX Small Ordinaries Acc. -1.09% 5.55% 577%  3.22%

The All Ordinaries Index rose just 0.2% in July 2017. For the second consecutive month the
market traded sideways in spite of modest gains made in the US and strong gains in emerging
equity markets. Within the Australian stock market the underperformers were healthcare stocks
(-7.5%), utilities (-5.3%) and telecommunications (-4.2%). Healthcare stocks were subject to
profit-taking as valuations were extremely rich approaching reporting season and investors
worried about the risks of the strong Australian Dollar impacting earnings. Utilities shares sold
off on slightly higher bond yields but also valuation concerns. The falls in the
telecommunications sector was predominantly due to concerns regarding the sustainability of
Telstra’s earnings and dividend. The best performing sectors were materials (+3.5%) and
financials (+1.2%). Materials shares were largely impacted by strong commodity prices but
also helped by investors becoming more comfortable with the large miners returning profits to
investors rather than investing in some of the dubious investments they have embarked on in
the past.

Sector 1 Month 3 Months 1 Year
Energy 0.6% -4.8% 7.1%
Materials 3.5% 3.9% 19.5%
Industrial -2.7% 1.6% 3.6%
Consumer Discretionary -0.6% -0.1% -0.4%
Consumer Staples 1.0% -1.9% 7.7%
Health Care -7.5% -4.2% 0.0%
Financials (ex Property) 1.2% -5.0% 14.7%
Info Tech -0.5% 1.6% 9.8%
Telcos -4.2% -2.6% -27.6%
Utilities -5.3% -6.9% 5.9%

Property -0.2% -5.6% -10.6%
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Global Equities
B | G M OVE RS Index/Benchmark (% pa) 1 Year 3 Years 5Years 7 Years

TH I S M O N TH Global MSCI World Ex Aus (Gross) in AUD 11.23%  13.08%  18.89%  13.31%
MSCI World Ex Aus (Gross) in Local 16.62% 9.38% 1387%  12.06%

Going up Currency
1 Materials 3.50% MSCI World Small Cap ($A) 1207%  1414%  2047%  1452%
Emerging  MSCI Emerging Mkts Free 22.98% 7.13% 8.62% 6.86%

1 1 0,
fi Financials ex FETEns MSCI AC Far East Free (ex Japan) 28.11% 7.52% 9.47% 0.08%

! Consumer Staples  1.0%

Developed market international equities returned 1.5% in local currency terms and -1.6% in

Going down Australian Dollar terms. The information technology sector was the best performing sector in
the MSCI World index over the month (+3.8%), supported by strong earnings results from

U  Healthcare -7.5% large capitalisation technology companies such as Apple. Energy and materials shares enjoyed
returns of 2.4% and 2.9% respectively helped by rising commodity prices which tend to move

U utilities -5.3% in the opposite direction to the US Dollar. Interest rate-sensitive defensive sectors including

telecommunications (+3.4%) and utilities (+1.3%) recovered some of their losses from the

1 1 - 0,
U Telecommunications -4.2% prior month while consumer staples (-0.3%), healthcare (-0.4%) and industrials (-0.2%) posted

small losses.
Property
Index/Benchmark (% pa) 1Year 3Years 5Years 7 Years
Australian ~ S&P/ASX 300 A-REIT Acc -1058%  10.37%  12.98% 12.34%
FTSE EPRA/NAREIT Dv ex AUS TR Hdg -0.11% 8.46% 11.71% 12.66%
Global AUD

The S&P/ASX 300 A-REIT Accumulation Index (which includes distributions) lost 0.2% in
July as bond yields rose in Australia. Over the past year, property securities have returned -
10.6%, including distributions, underperforming international property securities which
returned -0.1%.

A-REITs have outperformed currency-hedged Global REITs over three and five years.
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Fixed Interest

Index/Benchmark (% pa) lYear 3Years 5Years 7 Years
Australian Bloomberg AusBond Composite 0+ Yr -0.24% 4.24% 4.30% 5.61%
Australian 90 Day Bank Bill 1.75% 2.13% 242%  3.05%
Global BarCap Global Aggregate Index -6.01% 5.74% 6.61%  4.00%
BarCap Global Agg. Index Hedged 0.14% 5.05% 5.25% 6.44%

Australian bonds returned 0.25% in July as government bond yields rose in Australia following
discussion at the July RBA Board meeting about the neutral rate of interest being around 2.0%
per annum higher than the current cash rate. Over the month, the two-year Australian
Commonwealth Government bond yield rose from 1.74% to 1.81% per annum and the ten-
year bond yield rose from 2.60% to 2.69% per annum.

Internationally, the Bloomberg Barclays Global Aggregate Bond Index (A$ hedged) returned
0.37% as bond yields fell slightly in the United States and United Kingdom but rose in
Germany. In the US, the 10-year Treasury bond yield fell from 2.30% per annum to 2.29% as
investors continued to forecast a lower inflation trajectory than the US Federal Reserve. Bond
yields were marginally higher in Europe as the ECB removed references to downside
economic risks in preparation for eventual lifting of interest rates.

Australian dollar

The Australian Dollar rose 4.1% against the US Dollar in July, helped by rise in commodity
prices and further weakness in the US Dollar. Against the Euro and Yen the rise in the
Awstralian Dollar was smaller at 0.69% and 2.35% respectively. On a Trade-Weighted Index
basis, the Australian Dollar rose 2.75%.

The information contained in this Market Update is current as at 10/08/2017 and is prepared by GWM Adviser Services Limited ABN 96 002 071749 trading as T hreeSixty
Research, registered office 105-153 Miller Street North Sydney NSW 2060. This company is a member of the National group of companies.

Any advice in this Market Update has been prepared without taking account of your objectives, financial situation or needs. Because of this you should, before acting on any advice,
consider whether it is appropriate to your objectives, financial situation and needs.

Past performance is not a reliable indicator of future performance. Before acquiring a financial product, you should obtain a Product Disclosure Statement (PDS) relating to that
product and consider the contents of the PDS before making a decision about whether to acquire the product.





