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February market performance

Equity Markets 
– Price Indices Index

At Close 
29/02/2012

% Change  
1 Month

% Change  
12 Months

Australia All Ordinaries 4388.08 1.44% -10.88%
Japan Nikkei 9723.24 10.46% -8.48%
Hong Kong Hang Seng 21680.08 6.32% -7.10%
UK FTSE 100 5871.51 3.34% -2.04%
Germany DAX 6856.08 6.15% -5.72%
US Dow Jones 12952.07 2.53% 5.94%
EMU* Euro 100 2233.22 3.19% -8.14%
World** MSCI – Ex Aus (Gross) 909.33 4.67% -3.47%

Property 
– Price Index Index

At Close 
29/02/2012

% Change 
1 Month

% Change 
12 Months

Listed Trusts S&P/ASX 300 A-REITS 815.44 0.95% -6.07%

Interest Rates
At Close 

29/02/2012
At Close 

31/01/2012
At Close 

28/02/2011

Aust 90 day Bank Bills 4.48% 4.34% 4.97%

Australian 10 year Bonds 4.08% 3.72% 5.50%

US 90 day T Bill 0.08% 0.06% 0.14%

US 10 year Bonds 1.98% 1.79% 3.42%

Currency ***
At Close 

29/02/2012
% Change 

1 Month
% Change 
12 Months

US dollar A$/US$ 1.07 1.03% 5.36%

British pound A$/STG 0.67 0.07% 7.60%

Euro A$/euro 0.81 -0.77% 9.14%

Japanese yen A$/yen 87.10 7.52% 4.54%

Trade-weighted Index 79.20 1.67% 4.90%

* Top 100 European stocks trading on the FTSE ** Price Index – Source: www.msci.com 
*** All foreign exchange rates rounded to two decimal places  
Source: Iress Market Technology. 
Past performance is not a reliable indicator of future performance. 
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Third round of 
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the US seems unlikely

Greece receives bailout 
support 

Australia’s unemployment 
rate falls to 5.1%
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Global economies
Europe’s woes continued as concern over 
sovereign debt issues, and in particular 
Greece, re-emerged over February as 
the deadline loomed for the next round of 
bailout funds.

US Economy
Starting in the US, data released during 
February shows that retail sales and small 
business sentiment for January was 
below expectations.

While this news didn’t suggest an 
improving economic environment, US 
jobless claims somewhat surprised 
throughout the month with the four week 
average recently at its lowest levels in 
around four years.

The Jobless Claims report is a weekly 
report that tracks how many people 
are applying for jobless benefits. Better 

than expected results may well suggest 
that the US unemployment rate could 
fall further.

On the policy front, President Barack 
Obama released his 2013 Budget which 
included tax and spending rises.

While some of these rises have seemingly 
had Republican support, there will 
probably be considerable discussion 
about tax and spending policies in the 
lead up to this year’s Presidential election. 

Late in the month, news on the US 
economy was again positive with 
the Federal Reserve’s (Fed’s) Beige 
Book reporting modest to moderate 
improvement.

The Beige Book, which generally aims to 
provide a broad overview of the economy, 
gives investors an insight into the next 
Fed meeting.
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More good news came with a small 
upward revision to fourth quarter 
Gross Domestic Product (GDP) with 
manufacturing indices also showing 
positive signs.

While this is positive for the US economy, 
investors were disappointed as Chairman 
of the Fed, Ben Bernanke, effectively 
ruled out any near term prospect for more 
quantitative easing.

While Bernanke noted the recovery in the 
economy was uneven and modest, he 
also raised the prospect of tighter policy 
to counter inflation fears which could rise if 
unemployment falls quicker than expected.  

Europe

In Europe, the major focus throughout the 
month was the bailout talks with Greece. 

Anxiety grew as the deadline neared and 
parties had not reached a deal. Without 
a deal in place, Greece would default 
on loans as early as March.

Fortunately a deal was reached in 
February, however, markets remain 
sceptical as to whether this bailout plan 
for Greece will be successful. 

Under the bailout terms, the European 
Union and International Monetary Fund 
will provide €130 billion for Greece which 
will support Greece financially until 2014.

Furthermore, private holders of Greek 
bonds are also expected to take a 
significant ‘haircut’ on their bond holdings.

The deal also specifies that Greece is 
expected to significantly reduce its debt 
by 2020, which may prove ambitious if the 
country remains mired in recession.

As some indication of the uphill battle 
Greece faces, in February it was reported 
that its economy contracted by 7% 
last year.

Moreover, elections throughout Europe 
scheduled for 2012, including in Greece 
which are expected in April, also add an 
element of uncertainty.

The three-year bank refinancing operation 
from the European Central Bank (ECB) 
was another focus in late February and 
early March. 

After the inaugural three-year bank 
refinancing tender last December, the 
ECB lent another €530 billion at 1% to 
support European bank balance sheets 
and avert a credit crisis. 

For broader Europe, in its latest forecasts 
for the European Union and the 
Eurozone, the European Commission 
(EC) recently downgraded its forecasts 
for Europe overall.

However, on a more positive note, 
Eurozone confidence measures 
showed a slight improvement and 
continue to trend back toward more 
average long-term levels from the lows  
in late 2011. 

There were small gains in the February 
readings however the indices remain well 
below the levels of a year ago.

Australia
While much of the headlines were focused 
on the Labor leadership towards the end 
of February, economic data released 
continues to show a mixed economy.

Recent data released showed retail trade 
rose 0.3% in January. This was in line with 
market expectations.

Interestingly, the growth came from the 
hospitality sector with cafes, restaurants 
and take-away food doing well. Somewhat 
countering this, department stores and 
household good retailing fell.

Other monthly data releases were also 
quite ‘soft’ which suggests that the 
interest rate cuts at the end of calendar 
year 2011 had little immediate impact.

But there was some good news for the 
Australian economy over the month with 
the unemployment rate falling to 5.1% 
in January.

On the monetary policy front, the Reserve 
Bank of Australia (RBA) has kept interest 
rates at 4.25% so far this year.

This surprised the majority of market 
participants who were expecting the 
outcome of the RBA’s February meeting 
to be a rate cut. 

And, while the RBA is seemingly 
comfortable with rates at this level, it 
has indicated that there is room to cut 
further should economic circumstance 
require looser policy. Many investors will 
be keeping a close eye to see if this view 
changes at all.

Continued

Australian equities

Index/Benchmark 1 Yr 3 Yrs 5 Yrs 7 Yrs
Australian S&P/ASX 300 Acc. -6.78% 13.81% -1.70% 4.91%

S&P/ASX 50 Acc. -6.33% 12.96% -1.01% 5.15%

S&P/ASX Small Ordinaries Acc. -8.98% 21.74% -3.13% 4.54%

In Australia, the All Ordinaries Index closed the month 1.4% higher with the Energy, 
Industrial and Consumer Discretionary sectors all closing over 6% higher. Conversely, 
Utilities, Materials and Financials underperformed the broader market.

Over the year to the end of February, the All Ordinaries Index underperformed global 
major indices returning -10.9%. 

Equity markets 
Major global indices 
gained over the course of 
February despite concerns 
in Europe, and to a lesser 
extent the Middle East, 
with Japan providing 
investors the best returns.
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Big movers this month
Going up

 Industrials +6.8%

Going down

 Utilities -0.3%

Sector 1 Mth 3 Mths 1 Yr

Energy 6.2% 9.2% -10.8%

Materials 0.1% 5.8% -16.6%

Industrial 6.8% 12.4% 3.4%

Consumer Discretionary 6.7% 7.1% -9.8%

Consumer Staples 1.5% 0.9% -1.3%

Health Care 5.0% 5.7% -3.0%

Financials 0.7% 4.2% -6.1%

Info Tech 5.9% 1.9% -17.2%

Telcos 3.2% 8.8% 29.5%

Utilities -0.3% 5.9% 16.8%

Property 2.3% 5.0% 0.3%

Global equities

Index/Benchmark 1 Yr 3 Yrs 5 Yrs 7 Yrs

Global MSCI World Ex Aus Acc. ($A) -7.33% 2.63% -6.83% -1.11%

MSCI World Index Hedged ($A) -0.84% 19.29% -2.46% 2.39%

MSCI World Small Cap ($A) -8.21% 9.93% -5.00% 0.90%

Emerging MSCI Emerging Mkts Free -5.86% 11.02% -0.29% 6.81%

MSCI AC Far East Free (ex Japan) -2.95% 10.23% -0.12% 5.84%

In the US, the Dow Jones returned 2.5% throughout the course of February. 
However, the increase in oil prices on the back of tensions in the Middle East and the 
implications for the world’s largest economy, somewhat hindered the Index in the 
latter part of the month. 

Over the year, the Dow Jones continues to significantly outperform other global majors.

Following on from the strong performance in January, the German DAX had another 
strong month despite the issues surrounding Europe. The Index outperformed broader 
Europe and most other majors in the region over the month but is still underperforming 
over the 12 month period.

Asian majors provided the best returns for investors with both Hong Kong’s Hang 
Seng (+6.3%) and Japan’s Nikkei (+10.5%) having strong returns. However, over the 
year, the Hang Seng and Nikkei have underperformed most majors. 

Property

Index/Benchmark (% pa) 1 Yr 3 Yrs 5 Yrs 7 Yrs

Australian S&P/ASX 300 A-REIT Acc 0.28% 15.16% -14.23% -4.44%

Global UBS Global Investors Index -4.98% 13.27% -10.96% N/A

Australian listed property, as measured by the S&P/ASX 300 A-REIT Accumulation 
Index, had another strong month in February gaining 2.3% and outperforming its global 
peer. Global listed property, as measured by the UBS Global Investors Index, was 0.5% 
lower over the course of February. 
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Australian dollar (AUD)
The AUD closed out the month 
of February higher, briefly hitting 
USD1.08, as the currency 
continued to be underpinned by 
global liquidity. 

With large economies around the 
globe providing an abundance 
of liquidity to markets, this tends 
to help risk assets as investors 
search for higher returns.

Australia has somewhat been 
a beneficiary of this liquidity 
with the strong AUD minimising 
the impact of rising oil prices. 
In some countries, rising oil 
prices are close to levels seen 
in 2008 in local currency terms 
when oil prices spiked.

Continued
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Over longer periods, Australian listed property has significantly outperformed global 
listed property over the one and three-year periods. Over a five-year period, global listed 
property has outperformed Australian listed property on a relative basis. However, both 
have provided investors with significant negative returns on an absolute basis. 

Fixed Interest

Index/Benchmark (% pa) 1 Yr 3 Yrs 5 Yrs 7 Yrs

Australian UBS Composite 0 + Years 9.81% 6.22% 7.03% 6.57%

Australian 90 Day Bank Bill 4.77% 4.37% 5.25% 5.43%

Global BarCap Global Aggregate Index 0.39% -8.85% 0.06% 1.48%

BarCap Global Ag. Index Hedged 12.06% 10.15% 8.87% 7.72%

Australian bonds, as measured by the UBS Composite Bond All Maturities Index, were 
slightly lower over the course of February returning -0.21%. 

The strengthening of the Australian Dollar continues to impact global bond returns with 
hedged global bonds, as measured by the BarCap Global Aggregate (Hedged), gaining 
0.7%. This compares to its unhedged counterpart which fell 1.7% – a difference in 
performance of 2.4%. Over the longer term, hedged global bonds and Australian bonds 
continue to perform relatively well.


