
Page 1

June market performance

Equity Markets 
– Price Indices Index

At Close 
30/06/12

% Change  
1 Month

% Change  
12 Months

Australia All Ordinaries 4135.46 0.04% -11.25%

Japan Nikkei 9006.78 5.43% -8.24%

Hong Kong Hang Seng 19441.46 4.36% -13.20%

UK FTSE 100 5571.15 4.98% -6.30%

Germany DAX 6416.28 2.42% -13.01%

US Dow Jones 12880.09 3.93% 3.75%

EMU* Euro 100 2114.33 5.51% -8.22%

World** MSCI – Ex Aus (Gross) 876.74 4.23% -4.24%

Property 
– Price Index Index

At Close 
30/06/12

% Change 
1 Month

% Change 
12 Months

Listed Trusts S&P/ASX 300 A-REITS 864.88 2.71% 4.04%

Interest Rates
At Close 
30/06/12

At Close 
31/05/12

At Close 
30/06/11

Aust 90 day Bank Bills 3.49% 3.53% 5.03%

Australian 10 year Bonds 3.04% 2.93% 5.21%

US 90 day T Bill 0.09% 0.07% 0.02%

US 10 year Bonds 1.65% 1.56% 3.16%

Currency ***
At Close 
30/06/12

% Change 
1 Month

% Change 
12 Months

US dollar A$/US$ 1.02 5.31% -4.39%

British pound A$/STG 0.65 3.33% -2.27%

Euro A$/euro 0.81 2.88% 9.54%

Japanese yen A$/yen 81.81 7.32% -5.27%

Trade-weighted Index 76.50 3.94% -1.67%

* 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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stimulus to show effect
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Global economies
Positive developments coming out of 
Europe throughout June helped boost 
markets and confidence across the globe.

However, the US and Chinese economies 
are showing signs of weakening which will 
likely remain top of mind for many.

US Economy

Starting with the world’s largest economy, 
a weakening in economic data over the 
course of June had the Federal Reserve 
(Fed) downgrade its Gross Domestic 
Product (GDP) growth forecast for the 
year to a range of 1.4%-2.4%. 

As a result, the Fed has adjusted its 
expected unemployment rate for the 
year to be between 8% and 8.2%. 

Lower consumption and consumer 
confidence data in May, combined 
with softer payrolls growth and general 
concerns about the world economy 
as a whole, were the catalysts for 
the downgrade.

This fuelled expectations that the 
Fed will introduce another round of 
quantitative easing (QE).

However, the impending ‘fiscal cliff’ has 
also been a much talked about topic in 
the US. The ‘fiscal cliff’ refers to a number 
of tax increases and spending cuts that 
are scheduled to take effect in the US in 
the coming calendar year.

If planned spending cuts and tax 
increases are implemented, a 
dampening of economic activity is 
likely, though the actual impact on 
the economy is still unclear. 
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Australian equities

Index/Benchmark (% pa) 1 Yr 3 Yrs 5 Yrs 7 Yrs
Australian S&P/ASX 300 Acc. -7.01% 5.56% -4.15% 4.42%

S&P/ASX 50 Acc. -5.44% 6.05% -2.93% 4.91%

S&P/ASX Small Ordinaries Acc. -14.61% 3.39% -8.89% 2.65%

Australian markets, as measured by the S&P/ASX All Ordinaries Index, were flat in 
June posting a small increase of 0.04%. Over the past year Australian shares remain 
well into negative territory.

The sectors providing investors with significant headwinds again this month were 
Energy and Materials, with Industrials also having a tough month. Financials on 
the other hand was the best returning sector in June after being one of the worst 
performers the month before. Defensive sectors such as Consumer Staples, 
Health Care and Telcos once again performed well.

Over the 12 months to 30 June, Energy and Materials maintain their position 
as the poorest performers, while Telcos remain the best performing sector.

Equity markets 
Markets this month 
performed well and 
regained some of the 
recent negative returns 
experienced in May. 
Large cap European 
listed companies provided 
investors with the highest 
returns of the majors. 

In particular, the lead-up to presidential 
elections later in the year is likely to cause 
a delay in the implementation of some 
of the measures which could reduce 
their impact on the economy for 2013.

On a positive note, housing reports 
showed evidence that housing activity 
continues to recover in the US, with new 
home sales rising to their highest level in 
two years.

Europe
Moving to Europe, the pro-austerity 
New Democracy party won the Greek 
elections and European Union (EU) 
leaders agreed on a number of actions to 
support the troubled European economy.

The victory of the New Democracy party 
in the elections means Greece will stay 
on the austerity course and remain in 
the Euro.

However, the good news coming out of 
Greece was shadowed by worries over 
the state of Spain’s government finances 
and banks. It is estimated that €62 billion 
is required to support the banks.

But it was the EU leader summit held in 
the last week of June that provided the 
kicker for markets. 

Key announcements from the summit 
included the formation of a single bank 
supervisory mechanism, a €120 billion 
growth pact and a “commitment to do 
what is necessary to ensure the financial 
stability of the euro area”.

It was agreed that the European Stability 
Mechanism will be able to assist banks 
directly rather than through governments.

The agreed €120 billion growth pact will 
include infrastructure financing, tax policy 
pledges and support for small and 
medium sized businesses.

Markets had been expecting another 
round of talks with little action from the 
summit and subsequently rallied following 
the announcement of the outcomes.

The implementation of the actions is 
planned for July, however criticisms from 
Finland and the Netherlands are cause for 
concern, and it remains to be seen what 
shape the actual implementation of the 
agreements will take.

Australia
In news closer to home, minutes of the 
Reserve Bank of Australia’s (RBA) June 
meeting revealed that the decision to 
cut the cash rate was based solely 
on the current situation in Europe, 
and the concern that uncertainty will 
affect economic activity in Australia. 

The Board is seemingly comfortable 
with the progression of the Australian 
economy and inflation is currently not 
the main driver in the cash rate decision.

It was therefore no surprise that the RBA 
did not further cut the cash rate in July.

In addition to the June rate cut, budget 
stimulus is reaching households across 
Australia in May and June. 

Measures such as the School 
Kids Bonus and the Clean Energy 
Advance (to reduce the impact of 
carbon tax on families) took effect in 
May, and are expected to have a positive 
impact on retail sales in June and July.

Lower to middle-income earners in 
particular are expected to spend a 
significant proportion of these payments, 
with improvement in sales already being 
reported by retailers in some areas.

On the housing front, the RP Data-
Rismark house price report for June 
was surprisingly positive with house 
prices rising 1% on average. 

The increase in house prices comes after 
a very disappointing fall of 5.3% in May, 
which means the result for the quarter 
is now a slightly less disappointing fall 
of 1.2%.

In more positive news for Australia, 
after recent signs of weakness in the 
Chinese economy, China announced 
its first interest rate cut since the Global 
Financial Crisis. 
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Sector 1 Mth 3 Mths 1 Yr
Energy -6.2% -16.3% -20.1%

Materials -3.5% -14.4% -28.0%

Industrial -4.8% -13.6% -4.7%

Consumer Discretionary -0.7% -4.3% -5.0%

Consumer Staples 1.3% 0.7% 2.3%

Health Care 2.5% 4.3% 10.5%

Financials 4.8% -0.5% 1.1%

Info Tech -1.5% -11.3% -7.7%

Telcos 3.6% 11.3% 38.3%

Utilities -0.9% 1.1% 16.7%

Property 4.3% 8.6% 11.0%

Global equities

Index/Benchmark (% pa) 1 Yr 3 Yrs 5 Yrs 7 Yrs
Global MSCI World Ex Aus Acc. ($A) -0.50% 2.43% -6.65% -1.21%

MSCI World Index Hedged ($A) -2.20% 10.51% -4.37% 1.91%

MSCI World Small Cap ($A) -6.35% 14.13% -2.55% 3.91%

Emerging MSCI Emerging Mkts Free -12.22% 1.42% -3.80% 5.84%

MSCI AC Far East Free (ex Japan) -8.11% 2.42% -2.81% 4.93%

Like most major indices, the Dow Jones Industrial Average had a positive 
performance of 3.9% over the course of June.

The Dow Jones Industrial Average 12 month return had been pushed into negative 
territory in May, when all major indices performed poorly. However, with the positive 
performance in June, the Dow Jones was the only major index seeing its 12 month 
return bounce back into positive territory.

It was good to see European indices among the positive performers this month, with 
the UK FTSE gaining close to 5%, and the Euro 100 increasing by more than 5%. In line 
with the Euro 100 gains, both the German DAX and the French CAC40 posted positive 
returns of 2.4% and 8.3% respectively. However, they are both still among the worst 
performers over the past 12 months.

In Asia, both Japan’s Nikkei and Hong Kong’s Hang Seng achieved positive returns 
for the month. The Nikkei was among the best performers of the major indices gaining 
5.4%, while the Hang Seng also increased by more than 4%. Still the Hang Seng remains 
one of the worst performers over the past 12 months with a negative return of 13.2%. 

Property

Index/Benchmark (% pa) 1 Yr 3 Yrs 5 Yrs 7 Yrs
Australian S&P/ASX 300 A-REIT Acc 10.98% 12.24% -12.61% -3.16%

Global UBS Global Investors Index 7.65% 14.90% -6.23% -0.36%

Australian listed property this month outperformed global property. The S&P/ASX 300 
A-REIT Accumulation Index increased 4.3%, while the UBS Global Investors Index, 
measuring performance of global property, returned only 0.3% over the month. 

In the past 12 months Australian listed property has outperformed global property, 
however is underperforming over longer timeframes.

Big movers 
this month

 
Financials +4.8%  

Energy -6.2%

Continued
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Fixed Interest

Index/Benchmark (% pa) 1 Yr 3 Yrs 5 Yrs 7 Yrs
Australian UBS Composite 0 + Years 12.41% 8.57% 8.17% 6.88%

Australian 90 Day Bank Bill 4.44% 4.46% 5.09% 5.35%

Global BarCap Global Aggregate Index 7.29% -2.04% 2.74% 0.94%

BarCap Global Ag. Index Hedged 11.58% 9.99% 9.56% 7.98%

Australian bonds this month had a less favourable performance with the UBS Composite 
Bond All Maturities Index falling slightly by 0.16%.  

The movement of the Australian dollar this month worked against unhedged global bonds, 
measured by the Barclays Global Aggregate Index which posted a return of -4.9%. Hedged 
global bonds on the other hand managed to escape the red, with a small gain of 0.14%.

Over the past 12 months Australian bonds have outperformed global bonds with hedged 
global bonds providing a return of 11.6% while Australian bonds have returned 12.4%.

Australian dollar (AUD)
In June the Australian Dollar 
(AUD) recovered from the large 
drop it had experienced in May 
gaining 5.31% against the US 
Dollar (USD)

After occasional set-backs in 
June the AUD managed to move 
past parity with the USD once 
again at the end of the month. 

The increase in AUD was in part 
a result of the RBA’s positive 
outlook on the Australian 
economy and the expectation 
of no further interest rate cuts 
for July. Healthy GDP and labour 
market data in Australia as well 
as positive news from Europe 
also helped the AUD. 
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