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Monthly Highlights

e The year kicked off in fine form, with all major market indices posting above average returns this month.

e News that inflationary pressures were starting to wane in the US, caught the attention of investors, triggering
strong, speculative buying, with continued high hopes that central banks are nearing the end of their tightening
cycles.

e Industrial metals especially iron ore, surged higher, on expectations that China’s reopening will meaningfully lift
demand and prop up the ailing global manufacturing cycle.

e The US Dollar fell in response to positive global economic developments, improved risk-on sentiment as well
as a narrowing of real interest rate differentials between the US and the rest of the world
e struggling under the weight of falling property values and skyrocketing mortgage payments.

Selected Market Returns, January 2023

1 Month Return - January 2023

S&P/ASX Al Ordinaries — 4.44%

S&P/ASX Small Ordinaries 6.56%

S&P/ASX 300 A-REITS — 8.07%

Avustralia

Global Equities (USD)
S&P 500 (USD) 6.28%

sy b e ———_
MSCI Emerging Markets Index (USD) 791%

Global Equities (AUD)

S&P 500 (AUD) [ ) 20%
MSCI World Index (AUD)  [re— 3 05%
MSCI Emerging Markets Index (AUD) 3.85%

Property & Infrastructure
Global REITs (USD)* r 501%

Global Infrastructure (USD)* 254%
Fixed Income
Bloomberg AusBond Gvt 0+ 29%%

Bloomberg AusBond Credit 0+ 219%
Bloomberg AusBond Bank Bill = 0.27%
Bloomberg Global Treasury - Hedged (AUD) 170%

Bloomberg Global Aggregate Credit - Hedged (AUD) 294%
Bloomberg Global High Yield - Hedged (AUD) 361%

Commodities/Currency
Iron Ore (USD) 9.75%
Gold (USD) 6.20%

AUD/USD E 391%
*Refinitiv G-7 Diversified REIT Index

“FISE Global Care Infrastucture 50/50 Index 0% % 4 6% 8% 10% 12%

Sources: *Refinitiv G-7 Diversified REIT Index, *FTSE Global Core Infrastructure 50/50 Index
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Key Economic Developments in January/early February

Most major financial assets enjoyed better than average returns in January. The unexpected but welcome widespread
rally the result of several positive global developments that transpired over the course of the month, including:

e News that US inflation is starting to retreat. US headline inflation eased from 7.1% to 6.5% in December. Lower
energy prices drove the bulk of the deceleration in headline CPI. Core CPI also moderated from 6.0% to 5.7%.
This gave the market hope that inflation has finally peaked and is on the way down.

e Falling bond yields. In part, this was the result of ongoing economic growth concerns but falling inflation is also
helping. So far in 2023, the Bloomberg Global Aggregate Credit and Global High Yield indices have returned 2.9%
and 3.6% respectively. These gains come after last year’s historic broad-based bond market selloff when the
impact of global monetary policy tightening on yields trumped the effects of deteriorating global economic
conditions. Falling bond yields have also benefitted high growth multiple stocks and sectors this month, with the
NASDAQ outperforming the S&P500 and the consumer discretionary sector outperforming consumer staples
recently.

e Receding fears of an energy crisis in Europe and a very mild Winter supported the Eurozone and German stock
market (up +8.7% this month).

e China’s economic reopening also bolstered global cyclical assets including Chinese equities (A-shares) and
emerging markets.

The positive global economic developments, improved risk-on sentiment, as well a narrowing of real interest rate
differentials between the US and the rest of the world weighed on the US dollar, however. The weaker dollar, in turn,
supported gold (which also benefited from lower real interest rates and central bank buying) and industrial metals which
rallied enthusiastically following China’s reopening in early December.

We note that after a monthly pause, the Federal Reserve Bank (Fed) and Reserve Bank of Australia (RBA) came out
swinging in early February with both central banks lifting rates again. The Fed raised rates by twenty-five basis points
with Chair Jerome Powell indicating at least two more hikes are on the way.

Echoing the US, the RBA raised its cash rate by twenty-five basis points to 3.35% - marking the ninth consecutive rate
hike. Importantly, the RBA’s signal that it is likely to deliver further rate increases over the coming months came as a
surprise to financial market participants, with Australian government bond prices falling and the Aussie Dollar
strengthening in response.

Interestingly, the RBA’s monetary policy statement highlighted that robust domestic demand as well as global factors are
contributing to “higher than expected” underlying inflation and it has since revised up its forecasts as a result. Unlike the
US where inflation is starting to moderate, Australia’s inflation is still to peak. The annual CPl movement of 7.8% is the
highest since 1990. The past four quarters have seen strong quarterly rises off the back of higher prices for food,
automotive fuel and new dwelling construction. Trimmed mean annual inflation, which excludes large price rises and
falls, increased to 6.9%, the highest since the Australian Bureau of Statistics first published the data series in 2003. The
services component of the CPI recorded its largest annual rise since 2008, driven by holiday travel and meals out and
takeaway food.

Notably, the central bank’s expectation that CPI inflation will reach 3% by mid-2025 — the upper band of the RBA’s 2%-
3% inflation target, suggests that a restrictive policy stance is warranted in Australia, much to the chagrin of nervous low
income earners and mortgage holders who are all starting to feel the pinch.
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Major market indicators

31-Jan-23 31-Dec-22 30-Nov-22 Qtr change 1lyear
change

Interest Rates
(at close of period)
Aus 90 day Bank Bills 3.32% 3.17% 3.06% +37.0 +325.0
Aus 10yr Bond 3.62% 3.57% 3.71% -30.0 +174.0
US 90 day T Bill 4.58% 4.30% 4.27% +52.0 +434.0
US 10 yr Bond 3.53% 3.83% 3.70% -54.8 +174.7
Currency (against the AUD)
US Dollar 0.705 0.678 0.670 10.20% 0.01%
British Pound 0.570 0.563 0.559 3.02% 9.11%
Euro 0.649 0.636 0.647 0.65% 3.30%
Japanese Yen 91.73 89.38 93.45 -3.76% 12.72%
Trade-Weighted Index 62.40 61.40 62.10 1.79% 5.23%
Equity Markets
Australian All Ordinaries 6.4% -3.3% 6.4% 9.6% 10.5%
MSCI Australia Value (AUD) 6.5% -2.3% 6.9% 11.2% 17.8%
MSCI Australia Growth (AUD) 6.5% -4.7% 4.7% 6.2% 7.9%
S&P 500 (USD) 6.3% -5.8% 5.6% 5.8% -8.2%
MSCI US Value (USD) 3.2% -3.7% 6.1% 5.4% -0.8%
MSCI US Growth (USD) 10.3% -8.1% 4.7% 6.1% -17.6%
MSCI World (USD) 7.1% -4.2% 7.0% 9.8% -7.0%
Nikkei (YEN) 4.7% -6.5% 1.4% -0.8% 3.5%
CSI 300 (CNY) 7.4% 0.6% 9.8% 18.7% -6.8%
FTSE 100 (GBP) 4.3% -1.5% 7.1% 10.1% 8.0%
DAX (EUR) 8.7% -3.3% 8.6% 14.1% -2.2%
Euro 100 (EUR) 7.9% -4.2% 8.0% 11.5% 3.6%
MSCI Emerging Markets (USD) 7.9% -1.4% 14.8% 22.3% -11.7%
Commodities
Iron Ore (USD) 9.7% 15.7% 25.9% 59.9% -12.5%
Crude Oil WTI U$/BBL -1.7% -0.3% -7.0% -8.9% -10.5%
Gold Bullion $/t oz 6.2% 3.6% 7.0% 17.7% 7.3%

Source: Quilla, Refinitiv

Bentleys (QLD) Wealth & Financial Services Pty Ltd is a Corporate Authorised Representative (No. 1256068) of Bentleys (QLD) Advisory Pty Ltd ABN 19 057 135

No. 274444 TI mation contained in this commu on may be confidential. You should only read, disclose, re-

transmit, copy, distribute, act in reliance on or commercial the information if you are authorisi o so. If you are not the inten of this e-mail

communication, please immediately notify us by e-mail to riskandcompliance@bris bentleys.com.au, or reply by e-mail direct to t

electronic and paper copy of this message. Any views expressed inthis communication are those of the individual sender, except v
/s of Bentleys (QLD) Wealth & Financial Services Pty Ltd or Bentleys (QLD) Advisory Pty Ltd. Any advice contained in this communication
ut taking into account your objectives, financial s on or needs. Before acting on any advice in this communication, Bentieys (QLD)

s Pty Ltd or Bentleys (QLD) Advisory Pty Ltd recommends that you consider whether it is appropriate for your circumn
nce to any financial products, Bentleys (QLD) Wealth & Financial Services Pty Ltd or Bentleys (QLD) Advi
re Statement (PDS) or other disclosure document before making any decisions regarding any prodt
Financial Services Pty Ltd ntleys (QLD) Advisory Pty Ltd does not represent, warrant or guarantee that the integrity
nor that the communication is free of errors, virus or interference

(6]

the sender is authorised to

istances. If this

4



As essential advisors

- we provide future thinking,
strategic direction and
practical support.

We welcome the
opportunity to discuss
how we can help you.

A member of Bentleys - a network of independent
advisory and accounting firms located throughout
Australia, New Zealand and China that trade as
Bentleys. All members of the Bentleys Network are
affiliated only and are separate legal entities and not
in partnership. Liability limited by a scheme approved
under Professional Standards Legislation. Bentleys

is a member of Allinial Global - an association of
independent accounting and consulting firms.
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An association of legatly independent firms
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