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September 2018 Market Wrap     Monday 1 October 2018 

 
Books closed for the third quarter and there are number of message to take in. The US increased 
pressure again on tariffs applying a 10% tariff on a further US$200bn, expectation was 25% on a 
significantly wider and more consumer-oriented product range. The US is trying to alter China’s 
behaviour, bring manufacturing back to the US and reduce the trade deficit. Only time will tell if it will 
work, this action brings with it market risk. 
 
Once again the Reserve Bank of Australia (RBA) kept the official cash rate on hold at 1.50% per annum. 
“The low level of interest rates is continuing to support the Australian economy. Further progress in 
reducing unemployment and having inflation return to target is expected, although this progress is 
likely to be gradual”. 
 
The big new this week is that the “end of easy” is swiftly approaching” The US Federal Reserves 
raised interest rates by 25 points from 1.75%-2.00% to 2.00%-2.25%. This is the third 25-point 
increase in 2018, the eighth in the current tightening, and the committee signalled it was prepared 
to hike again in December. Projections three hikes in 2019, 2020 revealed 3.75%-4.00%. 
 
In Australia, the Budget Deficit reduced from forecast 18.2bn in May to 10.1bn driven by the largest 
annual increase in tax revenue since the GST was introduced on 1 July 2000. Tax revenues stood at 
22.7% of GDP from 21.6% in the 2017 financial year. 
 
Then we have the Wentworth by election (20 October). If held by the coalition, the federal election 
is likely to be late May 2019.  This election will be a fight on tax policy, with Labor proposed changes 
to negative gearing, capital gains tax and franking credits front and centre. These changes create 
extra risks for the share and property markets in their current forms. 
    
There appears to be risks around Australian consumption and hence growth. Cost-of-living expenses have 
increased faster than inflation growth and poor wages growth has seen the saving ratio fall to a low 1%. 
Increasing fuel prices and out-of-cycle mortgage rate increases (more to come due to US hikes) have 
placed pressure on the household budget. 
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Summary of Major share indices 
Index 1 Month 52 Weeks YTD 

DJIA +1.90% +18.09 +7.04% 
Nasdaq -0.35% +23.87% +16.56% 
S&P 500 +0.43% +15.66% +8.99% 
Russel 2000 -2.54% +13.80% +10.49% 
Hong Kong Hang Seng -0.36% +0.85% -7.12% 
Japan Nikkei 225 +6.81% +18.89% +6.54% 
China Shanghai Composite +3.53% -15.75% -14.69% 
ASX 200 (Australia) -1.26% +7.73% +5.88% 

 
 
Government Bonds 

 Close 52 week Range 
US 3 Month 2.204% 1.034-2.230% 
US 10 Years 3.076% 2.272 – 3.127% 
US 30 Years 3.213% 2.678 - 3.266% 
Australia 10 years 2.681% 2.31-2.95% 

Source: Wall Great Journal. 
 
If you have any questions or concerns please don’t hesitate to contact me. 
 
Regards 
 
Michael Clapham 
 
 
 


