MARKET
UPDATE

ASX CEO CONNECT

eeeeeeeeeeeeeeeeeeeeee nabtrade J«nabtrade



DISCLAIMER

Disclaimer: The nabtrade service (nabtrade) is provided by WealthHub Securities Limited ABN 83 089 718
249 AFSL No. 230704 ("WealthHub Securities, us, we, our"). WealthHub Securities is a Market Participant of
the Australian Securities Exchange Limited (ASX) and Chi-X Australia Pty Ltd (Chi-X), as defined in the ASIC
Market Integrity Rules, and a wholly owned subsidiary of National Australia Bank Limited ABN 12 004 044 937
AFSL 230686 (NAB). NAB doesn't guarantee the obligations or performance of its subsidiaries or the products
or services its subsidiaries offer. The nabtrade cash products are issued by NAB, and are to be used in
conjunction with the nabtrade service.

Any advice contained in this presentation has been prepared without taking into account your objectives,
financial situation or needs. Before acting on any advice in this presentation, WealthHub Securities
recommends that you consider whether the advice is appropriate for your circumstances. WealthHub
Securities recommends that you obtain and consider the relevant Product Disclosure Statement or other
disclosure document available at nabtrade.com.au before making any decision about a product including
whether to acquire or to continue to hold it.

This presentation is intended only for attendees and contains information which may be confidential. Where
you download or print copies of any information contained in this presentation, you acknowledge that it is for
your personal and private use, and that it may not be reproduced, republished, broadcast or otherwise
distributed without WealthHub Securities prior written consent. WealthHub Securities doesn't guarantee the
integrity of this communication, or that it is free from errors, viruses or interference.
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ASX200 PERFORMANCE 12MTHS TO JUNE

Cumulative Performance

YTD 8.99%
1Yr 18.84%
SYr 37.46%

10 Yr 60.07%

Source: nabtrade, Refinitiv. Price performance only; dividends excluded.

Jknabtrade


Presenter
Presentation Notes
So how has the ASX200, 44% driven by the performance of the companies on the previous slide, performed this year? The answer is, incredibly well. In all the years I’ve been talking to investors, generally we tell people to expect a return of 8% from their shares, which is usually comprised of 4% income and 4% growth. When you see a year where the price performance has been nearly 5x that, and I’m aware there’s a couple of weeks left, then you’ve had a pretty stunning year. 
Most pundits got this year totally wrong. The biggest thing they got wrong was the direction of interest rates, which, you may recall, were expected to increase twice this year, to a more ‘normal’ setting after years of record low rates post GFC. The RBA stated clearly that the likely direction of rates for 2019 was up, not down. And yet we’ve had three rate decreases.
The reason most pundits got this year wrong was they assumed that if rates went up, investors would have less capital to deploy in markets, and also that increases would constrain economic growth. In addition, trade wars were big news in late 2018, the market fell into a technical recession, and there were concerns it would be a very tough year for companies. 
So one part was right - the economy in Australia has been very sluggish indeed, the data is not great at all – latest data have the economy growing at 1.6% on an annual basis, which is lower than population growth… meaning we’re technically in a per capita recession; economic growth per person is going backwards. 
So the RBA responded to the deteriorating economic data by cutting rates instead of increasing them – three times. We now have rates at 0.75%.
I have an economics background, so that macro context makes me fearful for the future of earnings growth – as it did for most market commentators. What everyone failed to appreciate is that when cash is paying a paltry 1%, investors actually HAVE to invest their capital to generate a return – which is exactly what the RBA is trying to achieve. So rather than greed exceeding fear, it’s really need exceeding fear for many investors…. The bad news is there hasn’t been a huge increase in earnings driving this increase in share prices – it’s what we call a P/E expansion… ie prices have gone up, but not earnings. So investors are paying more for the same expected earnings…. Because the alternative investment options look awful. 
It’s not a great reason for great returns, but if you’ve been invested over the last twelve months you’ve had a really good year –and that’s before we take the yield into consideration.
You’ll also note it’s been a year of two halves… after making a peak in July-August, the market has really traded sideways, so that early momentum from rate cuts has slowed right down –although there’s been no aggressive retreat.


ASX200 VIX - VOLATILITY INDEX
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FINANCIALS (XFJ)

Cumulative Performance

YTD 21.08%
1Yr 27.37%
SYr 11.23%

10 Yr 56.13%

Divyield ?%

Source: nabtrade. Price performance only; dividends excluded.
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Presentation Notes
Different sectors have made very different contributions to the market’s performance this year. Financials are the backbone of most investor’s portfolios in Australia, and with a dividend yield of nearly 8% before accounting for franking credits, it’s not likely that will change entirely. I will say though that financials used to comprise 4 of the top 5 stocks in Australia, and account for around 33% of the index; now they’re closer to 27%, so there’s been a material re-weighting. 
Nabtrade investors were overweight financials as we have a large number of SMSF and retiree investors who hold these stocks for income, and even they have been slowly divesting their financials to diversify their portfolios a little better.
That’s been a pretty good strategy –even though their portfolio has been positive this year, banks have been quite a drag on the ASX, with relatively flat performance, and while wealth managers like Magellan have done very well and some of the stocks beaten up during the Royal Commission like IOOF have come back, AMP is down 22%. So a real mixed bag in financials.
I’ve only noted the price performance on this slide, but you can see over a 5 year period that holding financials has been a losing proposition, despite the excellent yield. 


MATERIALS (XMJ)

Cumulative Performance

YTD 11.57%
1Yr 28.17%
SYr 117.65%

10 Yr 35.28%

Divyield ?%

Source: nabtrade, Refinitiv. Price performance only; dividends excluded.
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Presentation Notes
This year has been an interesting one for materials. The iron ore price has been incredibly strong, not on demand, but on supply issues due to the tragedy in Vale Brazil. That’s helping a lot of people – the Federal Govt is hoping to boast a surplus partly because the Treasury forecasts of the iron ore price are at $50 a tonne, while prices have been consistently 60% or more higher than that, which makes the numbers look great. It also makes BHP and Rio look great, so as an investor, the returns have been quite nice. 
What is most interesting about this slide is the extraordinary yield for this sector. Generally we think of materials as being heavily capital intensive, and therefore yield is heavily constrained by the need to bring big expensive projects online, but investors have enjoyed some very attractive dividends in this sector.


HEALTHCARE (XHJ)

Cumulative Performance

YTD 5.97%
1Yr 7.98%
5Yr 104.35%
' 10 Yr 430.41%
Divyield ?%

Source: nabtrade, Refinitiv. Price performance only; dividends excluded.

Jknabtrade


Presenter
Presentation Notes
Healthcare is a sector we talk about frequently as having excellent demographic tailwinds, with an ageing population and we’re all eating too much sugar and streaming too much television. But this chart is not driven by those trends. The performance of this sector, which has been absolutely stunning over the last decade – and this year, is down to one stock. CSL. Which is a world leader in its field, and even investors who baulk at the price see the strength of the business itself. CSL is $127bn of the $205bn market cap of this sector, and it’s on a reasonably high PE, but it is most definitely a growth stock, so if you’ve held CSL, you’ve enjoyed a marvellous ride and there are many who believe it will continue.

If you haven’t held CSL, you’ve had a less exciting run, because this sector includes Aveo which was the subject of allegations during the Aged Care Royal Commission and a Fairfax investigation


ENERGY (XEJ)
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Source: nabtrade, Refinitiv. Price performance only; dividends excluded.

Cumulative Performance

YTD
1Yr
5Yr

10 Yr

Div yield

5.27%
2.84%
0.64%

-43.13%

?%

Jknabtrade


Presenter
Presentation Notes
Healthcare is a sector we talk about frequently as having excellent demographic tailwinds, with an ageing population and we’re all eating too much sugar and streaming too much television. But this chart is not driven by those trends. The performance of this sector, which has been absolutely stunning over the last decade – and this year, is down to one stock. CSL. Which is a world leader in its field, and even investors who baulk at the price see the strength of the business itself. CSL is $127bn of the $205bn market cap of this sector, and it’s on a reasonably high PE, but it is most definitely a growth stock, so if you’ve held CSL, you’ve enjoyed a marvellous ride and there are many who believe it will continue.

If you haven’t held CSL, you’ve had a less exciting run, because this sector includes Aveo which was the subject of allegations during the Aged Care Royal Commission and a Fairfax investigation
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KEY THEMES FOR H2 2021
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