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January 2019 Market Wrap    Friday 1 February 2019 

The Australian market (ASX200) increased by +3.87% in January making it the best start to a year 
since 2013.  International markets surged after a grim December. “What the January”? 
 
There has also been a move to buy beaten-up “value” stocks, those that look cheap compared 
with book value or earnings, after a decade of dire performance. And emerging markets outdid 
developed markets, something that often happens when investors are feeling upbeat. This is a 
pattern the investing world got used to for a very long time. It was once normal to pile on risk in 
January however we haven’t seen the “Old January effect” since early 1980’s. 
 
Australian inflation lifted to 0.5% in the December quarter of last year and was up 1.8% from a 
year earlier and still below the RBA’s target band of 2 per cent to 3 per cent. Australian Property 
values declined -4.8% to the end of December, with Sydney and Melbourne leading the way with 
Premium dwelling values continuing to record much larger value falls than those of more 
affordable housing. 
 
The outlook for household consumption continues to be the source of uncertainty because 
growth in household incomes remains low, debt levels are high and housing prices continue to 
decline. That said, the central scenario remains for steady growth in consumption, supported by 
continued strength in labour market conditions and a gradual pick up in wages growth. 
 
“The current outlook for rates is stable policy with no movement in rates as there is no strong 
case for a near-term adjustment in the cash rates”. (RBA) 
 
Why the change in Market Mood? 

1. “The Federal Reserve has your back” 
a. Dovish talk, abandoned the predictions of rate rises it made six weeks earlier, as 

well as taking quantitative tightening –reducing its holding of bonds – off 
‘autopilot” 

 
  



   
 

 

 
 
We’re proud when we say that most of our clients have come to us by way of referral from our existing happy, satisfied 

clients. 

 
 
 
 
Summary of Major share indices 

Index 1 Month 52 Weeks YTD 
DJIA +10.20% -4.53% +7.17% 
Nasdaq +9.24% -1.75% +9.74% 
S&P 500 +10.47% -4.18% +7.87% 
Russel 2000 +12.67% -5.09% +11.19% 
Europe 600 Index +7.41% -8.85% +6.23% 
UK FTSE 100 Index +4.13% -6.96% +3.58% 
Hong Kong Hang Seng +11.48% -14.40% +8.11% 
Japan Nikkei 225 +3.79% -11.55% +3.79% 
China Shanghai 
Composite 

+4.88% -25.02% +3.64 

ASX 200 (Australia) +4.11% -3.70% +3.87% 
 

Australian Dollar 
 Close 52 week Range 
AUD 0.7269% 0.6740-0.8045% 

 
Government Bonds 
 Close 52 week Range 
US 3 Month 2.399% 1.447-2.472% 
US 10 Years 2.629% 2.547 – 3.263% 
US 30 Years 2.997% 2.887 - 3.465% 
Australia 10 years 2.251% 2.31-2.801% 

Source: Wall Street Journal. 
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The Markets in December and January are well explained by Warren Buffet’s explanation of Ben 
Graham’s parable - “Mr. Market”1 There is no one better to explain the concept of Mr. Market 
than Warren Buffett, who has used the principles of the parable to make billions of dollars and 
remain calm when all around him are losing their heads. 

The basis of Mr. Market – Mr Market is your partner in a private business. Without fail, Mr. Market 
appears daily and names a price at which he will either buy your interest or sell you his. Even 
though the business that the two of you own may have economic characteristics that are stable, 
Mr. Market’s quotations will be anything but. For, sad to say, the poor fellow has incurable 
emotional problems. At times he feels euphoric and can see only the favourable factors affecting 
the business. When in that mood, he names a very high buy-sell price because he fears that you 
will snap up his interest and rob him of imminent gains. At other times he is depressed and can 
see nothing but trouble ahead for both the business and the world. On these occasions, he will 
name a very low price, since he is terrified that you will unload your interest on him. 

Mr. Market has another endearing characteristic: He doesn’t mind being ignored. If his quotation 
is uninteresting to you today, he will be back with a new one tomorrow. Transactions are strictly 
at your option. Under these conditions, the more manic-depressive his behaviour, the better for 
you. 

But, like Cinderella at the ball, you must heed one warning or everything will turn into pumpkins 
and mice: Mr. Market is there to serve you, not to guide you. It is his pocketbook, not his wisdom, 
that you will find useful. If he shows up some day in a particularly foolish mood, you are free to 
either ignore him or to take advantage of him, but it will be disastrous if you fall under his 
influence. Indeed, if you aren’t certain that you understand and can value your business far better 
than Mr. Market, you don’t belong in the game. As they say in poker, “If you’ve been in the game 
30 minutes and you don’t know who the patsy is, you’re the patsy.” 

If you have any questions or concerns please don’t hesitate to contact me. 
 
Regards 
 
Michael Clapham 

                                                           
1 Attached Article The Timeless Parable of Mr Market (Warren Buffet explaining Ben Graham “Mr. Market”) 


