
Sharemarkets and property prices have 
rebounded as we reach the midway point for 
2016, and monetary easing means we start 
the second half of the year with record low 
interest rates. 
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“Expect another one or two 
interest rate cuts from the RBA 

before the end of the year.”
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INTEREST RATES MAY FALL FURTHER

How did the first half of 2016 look for investors?

Sharemarkets reached a low point in February 
before recovering in the past few months.  
This turnaround is the result of declining 
worries about the Chinese currency and 
global growth, and the Federal Reserve’s (Fed) 
announcement that any further interest rate 
rises will be gradual and with consideration to 
global economic movements.

Outlook for the remainder of the year

Seasonal weakness is expected throughout 
the middle of the year, particularly around  
the September quarter. The ‘Brexit’ issue 
– where the people of Britain will decide 

whether it will remain in the Eurozone – 
along with the impending Australian and US 
elections have the potential to stir volatility. 
Expect another one or two interest rate cuts 
from the Reserve Bank of Australia (RBA) 
before the end of the year due to the weak 
inflation outlook. Government bonds are likely 
to move sideways or rise slightly.

Exchange-traded funds (ETFs) have become 
popular with investors due to their simple 
structure and comparatively low cost. Now, 
actively managed exchange traded funds are 
available that utilise the same simple structure 
yet have the ability to respond to current 
market conditions.

ETFs are investment products that typically only 
track an index such as the ASX200. Therefore, 
investors only receive the return of the index  
by investing in ETFs, without the opportunity 
for outperformance.

Transparency, stability and ‘fair value’

Active exchange traded managed funds have 
all the benefits of a traditional-ETF. They can be 
bought and sold on the Australian Securities 

“Active exchange traded managed 
funds can be bought and sold 
on the Australian Securities 

Exchange, but rather than tracking 
an index, they are managed by 
professional fund managers.”

AMP CAPITAL

HOW EXCHANGE-TRADED MANAGED FUNDS  
MAY PROVIDE EASE AND DIVERSIFICATION

Exchange, but rather than tracking an index, 
they are managed by professional fund 
managers. The live market price is created by 
the fund acting as market maker during the 
day and will use an indicative net asset value to 
provide investors with a ‘fair value’ for the funds 
throughout the trading day.

AMP Capital, in alliance with BetaShares, 
has recently launched two exchange traded 
managed funds. The Global Listed Infrastructure 
Securities Fund (Unhedged) (Managed Fund) 
(ASX: GLIN) invests in monopoly infrastructure 
assets across a number of sectors, including 
transport, water and energy.

Diversification opportunities

The Global Property Securities Fund 
(Unhedged) (Managed Fund) (ASX: RENT) 
largely invests in real estate investment funds 
(REITs) and other listed property security 
companies around the world. It allows 
local investors to diversify away from the 
Australian property market, while achieving 
an exposure to the real estate sector. This fund 
also provides the opportunity for income and 
capital growth, and can also be a source of 
diversification for investors.

Both active products, which are the first  
in their asset class, are based on existing  
AMP Capital managed funds. They have the 
same investment management strategy, 
investment portfolios and management costs 
as the original funds.

Before investing in these funds, it’s important 
to read the product disclosure statement and 
consider factors such as the likely investment 
return, the risks of investing and your 
investment timeframe.



Depending on their nature, infrastructure 
assets can operate in different regulatory 
environments. Certain types of infrastructure 
assets are regulated. The nature of the 
regulation can vary according to a range of 
factors including the type of asset, and the 
geography in which the asset is located.

Why are they regulated? 

Infrastructure assets generally provide 
‘essential services’ but can have monopolistic 
characteristics, meaning consumers may have 
limited alternative choices. The regulatory 
framework seeks to balance the rights of 
consumers, with the need to ensure the 
asset is financially viable and remains on a 
sustainable footing.

Australia’s recent reporting season has 
revealed stalled profit growth for a majority of 
banks, accompanied by a fall in asset quality.

Bank earnings topping out: dividends may  
be trimmed

The recent reporting season highlighted 
many of the concerns we expressed about the 
banking sector in our 2015 update. Across the 
board, the majority of banks saw profit growth 
stalling and asset quality fall, driven by poor 
performance in resources-related business and 

“The RBA recently cut the cash 
rate to a record low of 1.75% –  

this should support debt 
affordability and asset quality.”
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PRESSURE ON BIG BANKS – WHAT DOES THIS 
MEAN FOR DIVIDENDS?

institutional lending. With the market slowly 
realising the period of record profits and high 
dividends is coming to an end, valuations of 
Australia’s ‘big four’ banks – the Commonwealth 
Bank, Westpac, National Australia Bank and 
ANZ – have begun to converge lower towards 
their global peers in recent months.

Offsetting this is the Reserve Bank of Australia 
(RBA), which recently cut the cash rate to a 
record low of 1.75% – this should support debt 
affordability and asset quality. The sector will 
also benefit from the valuation support given 
to stocks with high dividends in a yield-starved 
world and the sector’s price/earnings (P/E) 
ratio that is now the lowest in our market.

Fundamentals: earnings growth moderating, 
but banks are still very profitable

The big four banks have very strong 
fundamentals right now. However, it’s 
not where they are now but where these 
fundamentals are going that will help 
determine each bank’s share price. The banks 
have increased home loans and improved 
asset quality since the start of the rate-cut 
cycle in November 2011. Margin pressure has 
stabilised as cheaper wholesale funding helps 
offset declining asset yields, along with the 
benefits of cost and bad and doubtful debts. 
While the banks’ dividend streams may appeal 
to investors, they may face downward pressure 
from tier one capital requirements. With the 
RBA interest rate cuts continuing to buoy the 
banking environment, it will be important  
to keep an eye on where asset quality can 
move from here. 
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“When an economy is under  
stress, there may be political 
pressure to lessen the burden  
on consumers at the expense  

of asset holders.”

WHAT IMPACTS THE VALUE OF YOUR 
INFRASTRUCTURE INVESTMENT?

Geography

The location of an asset can have a significant 
impact on regulatory issues that need to 
be considered. Within some countries, the 
regulator is a national body with power to 
regulate all infrastructure assets of a particular 
type nationally. This is the case, for example, 
in the UK water sector. This tends to result 
in relatively consistent regulatory outcomes 
across similar assets.

Economic and political factors

Regulators operate in a landscape that can 
be influenced by both political and economic 
factors. When an economy is under stress, 
there may be political pressure to lessen  
the burden on consumers at the expense of 
asset holders. This could materialise through  
a lower allowable return at particular 
regulatory reviews.

Final thoughts

In the current low interest rate environment, 
high yielding investments are attracting a 
lot of attention from investors. However, 
regulation in itself has its own set of risk 
factors which need to be understood and 
carefully evaluated on a case by case basis 
before any investment decision is made.

http://www.ampcapital.com.au/site-assets/articles/market-watch/2015/august/how-are-australian-banks-faring-with-growth-modera
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ECONOMIC INDICATORS
GROSS DOMESTIC PRODUCT (ANNUAL RATE%)* LATEST CURRENT PREVIOUS 1 YEAR AGO

World (IMF/OECD) 31/12/2015 3.10 3.50 3.50

Australia 31/03/2016 3.10 2.90 2.30

China 31/03/2016 6.70 6.80 7.00

European Union 31/03/2016 1.70 1.70 1.30

United States 31/03/2016 2.00 2.00 2.90

INFLATION (ANNUAL RATE%)* LATEST CURRENT PREVIOUS 1 YEAR AGO

Australia 31/03/2016 1.30 1.70 1.30

China 31/05/2016 2.00 2.30 1.50

European Union 31/05/2016 -0.10 -0.20 0.00

United States 30/04/2016 1.10 0.70 -0.20

OFFICIAL INTEREST (RATES%)* LATEST CURRENT PREVIOUS 1 YEAR AGO

Australia 9/06/2016 1.75 2.00 2.00

China 31/05/16 2.01 2.01 1.04

European Union 31/05/16 0.00 0.05 0.05

United States 31/05/16 0.50 0.50 0.25

BOND YIELDS (%) LATEST CURRENT PREVIOUS 1 YEAR AGO

Australia 3Y 31/05/16 1.64 1.73 1.88

Australia 10Y 31/05/16 2.30 2.40 2.73

United States 2Y 31/05/16 0.88 0.77 0.61

United States 10Y 31/05/16 1.85 1.73 2.12

EXCHANGE RATES
OFFICIAL INTEREST RATE (%)** LATEST CURRENT PREVIOUS 1 YEAR AGO

Australian Dollar / Chinese Renmimbi 31/05/16 4.7681 4.6754 4.7374

Australian Dollar / Euro 31/05/16 0.6499 0.6568 0.6958

Australian Dollar / Great Brish Pound 31/05/16 0.4995 0.5132 0.5000

Australian Dollar / Japanese Yen 31/05/16 80.0910 80.4810 94.9110

Australian Dollar / United States Dollar 31/05/16 0.7234 0.7141 0.7645

SHARE MARKET ANALYSIS
SHAREMARKETS (IN LOCAL CURRENCY) 5YRS (%PA) 3YRS (%PA) 1YR (%) 3 MNTHS(%) 1 MNTH(%)

Australia: S&P/ASX300 Accumulation 7.31% 7.71% -2.10% 11.67% 3.14%

Germany: DAX Accumulation 7.07% 7.12% -10.08% 8.08% 2.23%

Emerging markets: MSCI Accum (AUD) 2.80% 4.36% -12.97% 8.06% 1.41%

United Kingdom: FTSE100 Accumulation 4.61% 1.87% -7.23% 3.55% 0.31%

United States: S&P500 Accumulation 11.67% 11.06% 1.72% 9.12% 1.80%

* Data is most current available

** Rates are expressed as 1 Australian Dollar (IMF/OECD) purchasing power-parady

Source: Bloomberg


