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Economic update
Market and Economic overview

Australia

• Economic data continues to paint a mixed picture of the domestic 
economy. The manufacturing PMI survey – a useful gauge of activity 
levels in the sector – came in below the 50 level; indicating challenging 
conditions. 

• Job advertisements have also been weak and are running -3.7% below 
the corresponding period a year ago.

• A closely-watched consumer confidence reading also deteriorated 
sharply in January. The confidence data does not augur well for 
discretionary spending, which the Reserve Bank of Australia (RBA) is 
relying on to help inflation return towards the midpoint of its target 
range. 

• For now, inflation remains below target, coming in at an annual rate of 
1.8% in the December quarter. 

• Over the long-term, the RBA continues to suggest that Australian 
inflation will return to the target band of between 2.0% and 3.0%.

United States

• The most important market developments occurred towards the end of 
the month, when the Federal Reserve signalled that US monetary policy 
is unlikely to be amended in the first half of 2019, at least. 

• Commentary from Federal Reserve Board members suggested they may 
be willing to be patient in determining whether further interest rate hikes 
are appropriate. 

• The focus on the Federal Reserve diverted attention from economic data 
that was released. More than 300,000 jobs were created in the US in 
December and there was further evidence that labour market tightening 
is resulting in wage pressure. Average earnings growth quickened to an 
annual pace of 3.2%.

Europe

• Growth in the Eurozone economy moderated in the December quarter, 
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declining to an annual rate of 1.2%. This was the 
slowest pace of growth for five years. 

• In spite of the challenging economic conditions, 
the employment picture has not deteriorated. The 
unemployment rate remained unchanged at 7.9%; the 
lowest level since the GFC. 

• In the UK, the Brexit debacle descended into further 
chaos as Members of Parliament rejected Theresa 
May’s Brexit latest withdrawal proposal. Confidence 
in the leadership remains fragile, however and 
lawmakers remain divided over key elements of the 
UK’s proposed withdrawal from the European Union. 

New Zealand

• At 1.9% yoy, the pace of inflation was unchanged in 
the December quarter. For now, there appears to be 
limited chance of the RBNZ amending policy settings – 
interest rates remain at 1.75%, where they have been 
since late 2016.

• Credit and debit card spending plunged in December, 
adding to concerns that the economy might be 
cooling. 

• Business confidence remains subdued, though has 
rebounded somewhat from the very low levels seen in 
the middle of 2018. 

Asia 

• Chinese authorities injected more than 1 trillion yuan 
(around A$230 billion) into the financial system ahead 
of the Chinese New Year holidays. This followed a 
stream of subdued economic data. 

• Chinese exporters continue to be affected trade tariffs 
– the value of exports in December declined 4.4% 
from a year earlier. 

• Imports were lower too, suggesting consumer 
demand is tailing off and unable to offset the impact 
of lower export demand.

• In Japan, inflation eased to a 14-month low of 0.3% 
yoy; perilously close to moving into negative territory. 
This is in spite of ongoing stimulus from the Bank of 
Japan. 

Australian dollar

In early January, the Australian dollar fell below the 
US$0.70 threshold for the first time since early 2016. The 
currency then made quite a sharp recovery, closing the 
month at US$0.729 – an appreciation of 3.6% in January 
as a whole. The ‘Aussie’ strengthened towards the end 
of January in particular, following comments from the 
Federal Reserve that took the wind out of the US dollar’s 
sails. 

Commodities

Commodity prices finished mostly higher in January, 

led by iron ore (+17.4%) and oil (Brent +11.6%). Easing 
US/China trade tensions supported commodity prices 
generally, while iron ore prices rose sharply towards the 
end of the month following a tailings dam collapse at 
Vale’s Feijao mine in Brazil. Oil prices rose on improved 
demand prospects, as US/China trade talks appeared 
to progress well, and as OPEC continued to sideline 
supply. Gold (+2.0%) rallied after Federal Reserve policy 
guidance pushed back timing expectations of the next US 
interest rate rise. Industrial metals reversed recent losses, 
with zinc (+14.3%), lead (+9.3%), copper (+7.5%) and 
aluminium (+4.1%) all seeing gains.

Australian equities

Following the slump in the fourth quarter of 2018, 
the Australian equity market started the year off with 
renewed optimism as the S&P/ASX 100 Accumulation 
Index climbed +3.7% higher. Resurgent global markets, 
rising commodity prices, solid local employment data 
and a growing belief that domestic interest rates will stay 
lower for longer helped ‘risk assets’, such as equities, rally 
over January. The Energy sector (+11.2%) provided the 
best return, benefiting from a recovery in oil prices after 
the near 40% drop in the fourth quarter of 2018. 

The 20% climb in oil prices through January helped 
all constituents to provide positive returns, with 
WorleyParsons (+21.5%) and Caltex Australia (+5.3%) 
at the extremes. The Financials sector (-0.2%) not only 
provided the lowest return, but was the only sector to 
decline over the month. Small cap stocks outperformed 
their large cap counterparts, evidenced by the +5.6% rally 
in the S&P/ASX Small Ordinaries Accumulation Index. 

Listed property

The S&P/ASX 200 A-REIT Index returned 6.2% in January. 
Industrial A-REITs (+9.7%) was the best performing sub-
sector, followed by Office A-REITs (+8.0%). Retail A-REITs 
was the weakest performing sector in January (+2.8%). 
Major offshore property markets also delivered strong 
returns, bouncing back from disappointing performance 
in December. The FTSE EPRA/NAREIT Developed Index 
returned 10.9% in USD terms and 10.5% in AUD terms, 
well ahead of broader equity markets. In local currency 
terms, Hong Kong (+13.3%) was the best performing 
market, while New Zealand (+4.0%) lagged

Global equities

Global equity markets bounced back solidly in January 
after a dismal end to 2018, driven by resurgent emerging 
markets and the US S&P 500 delivering its strongest 
January return since 1987. The appreciation of the 
Australian dollar (AUD) over the month dulled returns a 
little, but the MSCI World Index nonetheless finished up 
4.1% in Australian dollar terms.

The S&P 500 rallied just over 8.0% in USD terms on a 
combination of broadly pleasing earnings results, ongoing 



progress towards a US/China trade resolution and 
increasingly dovish commentary from the Federal Reserve. 
The FTSE 100 in the UK struggled under the continued 
Brexit debacle, but still returned a respectable 3.6% in 
sterling terms. Emerging markets brought up their third 
month of positive returns in style, with the MSCI Emerging 
Markets Index rallying 5.0% in AUD and outperforming 
developed markets for the third successive month as well. 

MSCI Latin America was again the strongest region, up 
11.0% in AUD, whereas MSCI Asia was the weakest, but 
still up 3.6% even though MSCI India just fell short of a 
positive result, down -0.1% in Indian rupee. The Brazilian 
stock market powered the Latin America results, hitting a 
string of record highs and the MSCI Brazil Index finished 
the month up 10.7% in local currency terms. 

Global and Australian Fixed Interest

Treasury yields drifted lower as investors digested the 
change in commentary from the Federal Reserve and 
readjusted their interest rate outlooks for the remainder 
of 2019 and beyond. Ten-year Treasury yields closed 
January 5 bps lower, at 2.63%. 

The somewhat gloomy economic picture and an 
expectation that US interest rates are likely to be 
unchanged for the foreseeable future saw yields in 
other major bond markets follow Treasury yields lower. 
Yields declined 9 bps and 6 bps in Germany and the UK 
respectively, for example, though were almost unchanged 
at 0.00% in Japan. 

Australian government bond yields followed the lead of 
other major markets and declined during January. The 
10-year yield closed the month 8 bps lower, at 2.24%, 
dragged lower by the subdued inflation reading for the 
December quarter.

Global credit

Global credit markets were supported by the more 
optimistic outlook for equity markets, as well as 
expectations that US interest rates might not be increased 
as aggressively as previously anticipated. 

The yield on the Bloomberg Barclays Global Aggregate 
Corporate Index fell 19 bps, to 1.36%. The improved 
sentiment was reflected even more clearly in the high 
yield sector – the Bank of America Merrill Lynch Global 
High Yield Index (BB-B) spread narrowed 93 bps, to 3.66% 
- close to its level from the end of November prior to the 
December blow-out. 

There was a reasonable amount of new supply – less than 
January 2018, but nonetheless a significant increase from 
the closing months of last year – and pleasingly there 
appeared to be no signs of indigestion. New offerings 
were generally met with reasonable demand and tended 
to fare well in the secondary market. 

Source: Colonial First State.

Six things to consider when 
investing for retirement
Many people aged between 50 and 65 are uncertain 
about being able to cover living expenses in retirement. 
In the past retirees could rely on the age pension to 
secure their retirement. Many retirees are now less 
confident about this source of support, as a growing 
number of baby boomers are retiring and the number of 
working people to support them is not keeping pace.

Governments are now encouraging Australians to save 
and invest on their own, so they can build income 
streams for retirement to supplement social security 
payments, and the earlier people focus on how to fund 
their retirement, the greater their capacity to respond.

How to set retirement goals

The first factor in retirement planning is establishing 
a retiree’s goals. Not everyone will have the financial 
resources to meet all their goals, so an adviser must 
help their client set priorities.

Retirement goals can be diverse, but most belong to one 
of three broad categories: 

1. Essential needs

A person’s immediate need in retirement is to have 
an income to deal with the essentials in life, including 
food, housing, transport and paying regular bills. This 
represents the most important set of goals and requires 
the most pressing financial attention.

Confidence about the receipt of a steady cash flow 
becomes paramount. An adviser may recommend 
strategies centred on income-focused securities that 
deliver sustainable cash flow which keeps up with 
increases in the cost of living. 

2. Lifestyle wants

Retirees may also want to set aside some capital to 
fund discretionary spending on goods and services 
such as holidays, hobbies, or the purchase of a new 
car. Attainment of these lifestyle wants enables a more 
enjoyable retirement, but the retiree doesn’t regard 
them as essential to their wellbeing. To help fund these 



lifestyle wants, investment strategies should grow 
capital steadily over time and have a low probability of 
producing a major or protracted decline in value.

3. Legacy aspirations

Finally, retirees with additional financial resources may 
aspire to leave a bequest for future generations. 

Six things to look for when considering investment 
solutions

There are six key factors that advisors and investors 
should focus on when considering retirement 
investments.

1. A predictable and reliable stream of income: 
Consider strategies that aim to deliver a steady 
income in the form of coupons from quality bonds, 
dividends from shares or distributions from Real 
Estate Investment Trusts (REITs) and infrastructure.

2. Resilient returns: Focus on strategies that are 
designed to exhibit greater resilience in challenging 
market environments.

3. Inflation protection: It’s important that the overall 
portfolio seeks to grow with the cost of living to 
maintain purchasing power over time.

4. Tax effectiveness: Even though most retirees have 
an income tax rate of zero per cent in retirement, 
franking credits attached to the sustainable 
dividends of quality Australian companies represent 
a good additional source of retirement income. But 
it is important to watch out for potential regulatory 
change in this area.

5. Liquidity: It is easier to redeem money from liquid 
investments when a change in circumstances may 
require it.

6. Transparency of strategy: Seek strategies that are 
easy to understand and where the manager offers 
regular communications and insight into how funds 
are performing against retirees’ goals.

Set up success

The key is to understand retirement goals: what does 
success and failure look like? What do retirees want at 
this point in life and how might that evolve over time? 
What constitutes a ‘must have’; what is ‘nice to have’ 
and what is ‘aspirational’?

By answering those important questions, various goals 
can be matched with investment strategies that meet 
the unique challenges and risks of retirement.

Source: AMP Capital

Investing in the ageing population
You’ve undoubtedly heard that Australians are living 
longer. The most recent Intergenerational Report for 
instance, projected that the number of Australians aged 
65 and over would more than double by 2055, compared 
with 2015. 

Keeping an older generation fit and healthy requires 
significant investment in certain areas such as healthcare 
and technology. Having some exposure in your portfolio 
to stocks tapped into this sector and their healthcare 
counterparts, may therefore make sense.

Investing in the healthcare sector

Australia’s ageing population will potentially provide 
tailwinds for decades to come, boosting the demand 
for drugs, surgeries, medical devices, private hospitals, 
medical centres and aged-care facilities, as well as services 
such as nursing, pathology and radiology.

It is not just Australia though. Globally, healthcare 
spending will grow at 4.1 per cent a year between 2017 
and 2021. This indicates that healthcare spend may grow 
faster than the global economy, as the world population 
expands and medical treatments increase.

Investment options: the ageing population trend

Global healthcare indexes

One way to gain exposure to the healthcare industry is 
via exchange-traded funds (ETFs). Several ETF issuers 
have created vehicles that track global healthcare indices, 
giving investors access to the world’s largest listed 
pharmaceutical companies, medical device makers and 
healthcare stocks.

Be aware, however, that when investing in global markets, 
you may wish to consider risks such as currency risk as 
the Australian Dollar appreciates/depreciates against the 
currency in which the investment is denominated.

Australian Securities Exchange (ASX)

Alternatively, you can choose from a wide variety of local 
stocks exposed to healthcare. The ASX hosts Australia’s 
global healthcare stocks including those developing 
medical devices for sleeping and hearing as well as 



plasma based therapies. You can also get access to private 
hospital operators in Australia, some of the biggest in the 
world.

Other major domestic stocks include private hospital and 
medical centre operators as well as pathology, medical 
diagnostics, and pharmacy networks.

In the “wellness” industry, there’s also listed companies 
selling vitamins, bioceuticals (natural products for certain 
conditions), health foods, nutritional supplements and 
probiotics.

Possible opportunities in medical research and aged-care

Biotech – medical research

Australian medical research continues to shape the health 
and wellbeing of our nation, and has also proven to 
deliver return on investment for the Australian economy. 
Investing in Australian biotechnology companies however, 
may present a level of risk and is generally a longer-term 
investment proposition. This is because the treatments 
must pass a number of stages of clinical trials in order to 
reach federal approval.

Aged-care

The aged-care industry is also one that should benefit 
from the ageing population and rising spending, 
and it is well-represented on the stock exchange. 
However, the stocks have suffered from recent negative 
publicity concerning care practices, culminating in the 
announcement in September 2018 of a Royal Commission 
into the sector. 

Modern medicine

The other part of the profound demographic trend of 
an ageing population is that with advances in modern 
medicine, many older Australians are living healthier lives. 
According to the Australian Institute of Health and Welfare 
(AIHW), in general, Australians are not only living longer, 
they are enjoying more years in good health.

Stocks tapped into super

Finally, with $2.7 trillion now held in the superannuation 
system, the ageing population will increase outflows 
from this asset pool, as there will be a flow of money 
funding these years in retirement – although whether 
every retiree is able to fund a lifestyle to match their 
expectations cannot be guaranteed.

The point is that the nation will see a growing number 
of older Australians, healthy enough to enjoy their 
retirement and who may be prepared or are able to spend 
money enjoying life.

As a result, this may provide opportunities for a number 
of stocks tapped into the sector – less obviously than their 
healthcare counterparts.

Bottom line: for investors, having some exposure in your 
portfolio to the healthcare sector and its counterparts, 
may make sense given our increasing ageing population.

Source: BT

How to protect your loved ones 
after you’re gone
As the old saying goes, there are only two things certain 
in life: death and taxes. Unfortunately, most of us spend 
too much time worrying over the latter and not enough 
discussing the former, uncomfortable though it may be.

But while no one enjoys contemplating the end of their 
life, planning for your death is just as important as 
managing your finances, if not more so.

It’s difficult enough for families to cope with the loss of 
a loved one, but the added burden of dealing with the 
remaining estate can make an emotional time even more 
traumatic - which is why drawing up a will is essential, 
regardless of your age and the state of your finances. 
Here’s what you need to know.

What happens if you don’t have a will?

If you pass away without a will, the law will determine 
who can be appointed to administer your estate and 
how it will be distributed once debts are paid out.  
Administrators have the right to make allowances for 
persons who might have been left out, which could result 
in a smaller share being provided to those you love the 
most. Similarly, others may receive more than you would 
have otherwise wanted.

If you do have a will

Where is it?

It’s important that your original documents are stored 
somewhere that’s both safe and accessible. Most solicitors 
will store your will for you and provide you with a certified 
copy, which should ideally be safely filed both digitally and 
in hard copy.

Executors and Powers of Attorney

An executor is the person appointed to administer the 
estate according to your wishes, and is an essential part of 
making a will. An executor may be required to sell assets, 



invest money, complete tax returns and pay debts. Your 
executor should be someone responsible and capable 
of undertaking such an important role, especially in 
complicated cases where the appointment could be long 
term.

A Power of Attorney is not essential and is appointed in a 
separate document to your will, as this person’s duties are 
only relevant during your living years. A Power of Attorney 
is authorised to act on your behalf in financial or health 
matters, if you are otherwise unable to do so.

What happens after a death?

Your executor will need to apply for a Grant of Probate in 
order to begin administering your estate in accordance 
with the will. An executor is entitled to obtain legal 
and accounting advice to assist them throughout the 
application process and dealing with any tax implications 
for the estate.

Accessing the will

It is crucial that your executor knows where and how to 
access your will. It’s a good idea to provide your executor 
with a copy of your will which will include the contact 
details of the solicitor storing it.

What about super?

Superannuation is usually not included in the distribution 
under a will, but rather the superannuation legislation 
and requirements of individual funds dictate how it will 
be distributed. Special clauses can be included if you wish 
to bring superannuation into the will but it’s a good idea 
to seek financial advice first to ensure there are no tax 
implications.

Disagreements

If there is a disagreement over the will which can’t be 
sorted out between the parties, then legal representation 
will be required. The best way to reduce the chances of a 
disagreement is to ensure your will is carefully drafted and 
regularly reviewed and updated to reflect your current 
circumstances.

Whether you’re young and single or have children to 
consider, creating a will not only ensures your estate is 
distributed according to your wishes, it drastically reduces 
the stress and trauma for the family you leave behind.

Without a will, there’s no guarantee your loved ones – and 
your affairs - will be taken care of in the manner of your 
own choosing.

Source: Macquarie Group Limited
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