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Return Performance* Performance Rank
Month 3-mth 6-mth 12-mth Month 3-mth 6-mth 12-mth

Cash 0.2% 0.5% 1.0% 2.1% 2           2           4           4           
Aust. Bonds -1.3% -1.1% 2.2% 4.0% 4           4           3           3           
Aust. Property -7.9% -14.3% -4.0% 6.0% 6           6           6           2           
Aust. Equities -2.1% -3.2% 3.5% 6.2% 5           5           1           1           
Int. Equities* -1.2% -1.0% 2.9% -4.0% 3           3           2           5           
Commodities** 0.2% 1.2% -3.9% -8.4% 1           1           5           6           
Int. Equities** -0.7% 0.3% 5.0% 2.7%
World currencies vs $A -1.5% -2.5% 0.0% -7.4%
*Unhedged   **Hedged         Total returns for the month   Source: Bloomberg
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Performance relative to S&P/ASX 200

• Rising bond yields, a mixed US earnings reporting season and US Presidential election uncertainty 
contributed to a soft month for risk markets in October.  Continued solid US employment gains 
strengthened the market’s probability of a Fed rate hike in December to around 75%, which in turned 
contributed to $US strength. 

• As might be expected given rising bond yields, listed property fared worst among asset classes in 
October, while another gain in agricultural prices helped keep commodities broadly flat in the month. 
Despite a lift in resource stocks, Australian equities underperformed international equities, dragged 
down by exposure to high yielding stocks. Although the $A fell slightly against a rising $US, it rose 
against non-US currencies as reflected in the fact international equities fared worst in $A terms than in 
local currency terms. 

• Australian equities were the best performing asset class over the past 12 months, while commodities 
remained the worst.  That said, commodities were the best performing asset class over the past three 
months.  

 



2 

 

 

 

Market Outlook 
Global 

  

NOVEMBER 2016 

    

OUTLOOK  

• Our decision last month to move underweight bonds and listed property proved fortuitous given the 
weakness both asset classes exhibited in October.  With commodity prices showing some strength of late 
and central banks reticent to throw more money at their problems, bond yields have started to lift in recent 
months, and gains in October were particularly notable.  From a low of 1.33% in late-July, US 10-year 
bond yields ended October at 1.83% - a level not seen since May.   

• Uncertainties regarding the US Presidential election seem likely to weight on stocks in at least the short-
term. Not only is there some uncertainty as to which candidate will win, there is also uncertainty whether 
the election result will be beyond judicial challenge, and whether the Democrats (should Hillary Clinton 
win) manage to take control of either one or both houses of Congress.  My base case view, however, is 
that Clinton should win convincingly and while the Democrats might gain control of the Senate, 
they’re unlikely to also gain control of the House of Representatives.  That could provide risk markets 
at least a short-term relief rally.  

• Most critically, however, the rise in bond yields in recent months has removed one of the lingering 
supports for global equities, particularly given (as I have long noted) the fact that price-to-earnings 
valuations remain elevated and earnings growth is sluggish.  With the Fed seemingly intent on raising 
rates in December – while the Bank of Japan and European Central Bank are still contemplating further 
easing – ongoing $US strength seems likely, which could challenge the recent good gains in commodity 
prices and emerging markets.    

• Closer to home, with the September quarter consumer price inflation result only in line with expectations, 
the RBA left rates on hold in this month and seems unlikely to consider another rate cut until early next 
year – and will only act if annual underlying inflation remains stubbornly below 2%.    

• All up, our broad asset class views remains unchanged for November. We remain underweight growth 
assets (including commodities) in general relative to defensive assets. Among defensive assets, we 
remain underweight bonds. And among growth assets, the  prospect of further weakness in the $A and 
higher bond yields leads to our continued overweight of international equities (on an unhedged basis) and 
underweight to listed property.    

 

ASSET BENCHMARKS 

Cash: UBS Bank Bill Index; Australian Equities: S&P/ASX 200 Index; Australia Bonds: Bloomberg Composite Bond Index; 
Australian Property: S&P/ASX 200 A-REITs; International Equities: MSCI World (developed market) Index, unhedged $A 
terms; Commodities: S&P GSCI Light Energy Index, $US terms  
 
 
 
 

Asset Class Tactical Views: November 2016
Underweight Neutral Overweight

Growth vs. Defensive
Aust. Equities vs. Bonds 
Defensive
Cash vs. Bonds 
Growth
Aust. Property vs. Aust. Equities 
Int. Equities* vs. Aust. Equities 
Commodities** vs. Aust. Equities 
*Unhedged  **Hedged
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ABOUT BETASHARES 

BetaShares Capital Ltd ("BetaShares") is a leading manager of exchange traded products ("ETPs") which are traded on 
the Australian Securities Exchange. BetaShares offers a range of ETPs which cover Australian and international 
equities, cash, currencies, commodities and alternative strategies. BetaShares currently has approximately $3.0 billion 
in assets under management. 

BetaShares is a member of the Mirae Asset Global Investments Group, one of Asia's largest asset 
management firms. Mirae currently manages in excess of US$90B. 

This information has been prepared by BetaShares Capital Ltd (ACN 139 566 868 AFS Licence 341181) (“BetaShares”). 
This is general information only and does not take into account the individual circumstances, financial objectives or 
needs of any investor. Before making an investment decision, investors should consider their circumstances, the PDS 
for the relevant financial product, and obtain professional financial advice. The PDSs for BetaShares Funds are 
available at www.betashares.com.au or by calling 1300 487 577. Only investors who are “authorised participants” may 
invest through the PDSs. Other investors may buy units in BetaShares Funds on the ASX. This information is not a 
recommendation or offer to invest in BetaShares Funds or any other financial product or to adopt any particular 
investment strategy. An investment in any BetaShares Fund is subject to investment risk and the value of units may 
go down as well as up. Any past performance shown is not an indication of future performance.  

Future results are impossible to predict. This document may include opinions, views, estimates and other forward-
looking statements which are, by their very nature, subject to various risks and uncertainties. Actual events or results 
may differ materially, positively or negatively, from those reflected or contemplated in such forward-looking 
statements. Opinions and other forward-looking statements are subject to change without notice. Any opinions 
expressed are not necessarily those of BetaShares. To the extent permitted by law BetaShares accepts no liability for 
any errors or omissions or loss from reliance on the information herein. 
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