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October 2018 Market update     Friday 12 October 2018 
 
As you may have heard in the media over the past few days Global shares have declined with United 
States share market declining Wednesday evening and last night.  Major US indices are off about 5 
to 8% over a five day period. I think it is important to give the numbers context. 
Summary of Major share indices 

Index Today 5 Days 1 Month 52 Weeks 
DJIA -2.13 -5.91% -4.18% +9.68% 
Nasdaq -1.25% -8.67% -7.86% +10.99% 
S&P 500 -2.06 -5.97% -6.05% +6.96% 
Russel 2000 -1.91% -6.16% -9.85 +2.67% 
Hong Kong Hang Seng -3.54% -5.10% -6.47% -11.22 
Japan Nikkei 225 -3.89 -5.78% -1.01% +7.81% 
China Shanghai 
Composite 

-5.22 -8.43% -3.84% -23.70% 

ASX 200 (Australia) -2.74% -4.74% -4.00% +1.54% 
 
Government Bonds 

 Close 52 week Range 
US 3 Months 2.269% 1.060-2.302% 
US 2 Years 2.857% 1.485-2.914% 
US 5 Years 3.006% 1.895-3.092% 
US 10 Years 3.150% 2.272 – 3.263% 
US 30 Years 3.322% 2.678 - 3.447% 
Australia 10 years 2.738% 2.325-2.929% 

 
Australian Dollar 

 Close 52 week Range 
AUD/USD 0.7119% 0.7041 – 0.8136% 

Source: Wall Street Journal 
What caused the moves: Higher Rates! 
Higher interest Rates is the key reason leading to other questions? 

1. The End of the big easy, when the big boys leave the party – Central Banks are tighten Policy 
a. Central Banks have started to tight monetary policy 

i. US Federal Reserves has increased rate eight times 
b. Quantitative Easy reversal 

i. Central Banks have stop buying bonds and have started reducing their 
holding (Balance sheets). Read this as more supply to the bond markets 
hence higher interest rates. More expensive to borrow 

c. The fear is higher interest rates lead to a re-rating of stock values 
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d. Interest rates are the key component in valuing stocks 
2. Oil Prices –Higher Oil price is like a tax on consumers 

a. Crude Oil $70.99 
i. 52 week Range $51.27 - $76.90 

b. Brent Crude $80.37 
i. 52 week Range $54.47 - $86.74 

3. Trade wars –Trade Tension  
a. The US Economy is in a strong position with good growth 

i. Trade wars and central bank tightening skew growth risk to the downside 
ii. Nearly all of US States are growing with few signs of slowing 

iii. Inflation is ticking up 
b. China has moderating growth profile 

i. Rising Trade tensions lead to further questions around growth  
 
In my view the market action is a cooling of values with an eye on higher interest rates. Rates have 
moved higher due to positive economic fundamentals. These moves bring the focus back to asset 
price being supported by fundamental like earning growth and new business opportunities. 
 
Trade tensions will be resolved but there will be pain, this will brig negotiations and then a solution.      
 
I continue to monitor your portfolio, my managers selection have mandates with these type of 
market moves in mind. They have the ability to reduce holdings and move to cash to protect your 
capital. Note a number of managers have already increased cash holding before this move to protect 
your capital and take advantage of new opportunities. We have diversification through different 
asset classes and a combination of Growth and Defensive assets designed to protection your capital 
through market cycles. Should I see the need to make changes I will make contact. 
 
If you have any questions or concerns in the meantime don’t hesitate to contact me. 
 
Kind Regards 
 
Michael 
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