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Return Performance* Performance Rank
Month 3-mth 6-mth 12-mth Month 3-mth 6-mth 12-mth

Cash 0.1% 0.4% 0.9% 2.1% 5           4           3           4           
Aust. Bonds -1.4% -2.9% -0.5% 3.4% 6           5           4           3           
Aust. Property 0.8% -11.1% -5.7% 10.2% 4           6           6           1           
Aust. Equities 3.0% 1.3% 3.4% 10.0% 2           3           1           2           
Int. Equities* 4.2% 1.6% 1.8% 1.9% 1           2           2           5           
Commodities** 1.4% 4.1% -2.9% 0.1% 3           1           5           6           
Int. Equities** 2.5% 2.0% 5.9% 4.6%
World currencies vs $A 1.7% -0.4% -3.8% -2.6%
*Unhedged   **Hedged         Total returns for the month   Source: Bloomberg
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Performance relative to S&P/ASX 200

• Contrary to initial fears, global markets celebrated Donald Trump’s surprise US Presidential victory in 
November, with focus quickly turning to his advocacy of growth-boosting fiscal stimulus – hopes of 
which were helped by the fact his avowed party, the Republicans, also won control of both houses of 
Congress. As a result, the month was dominated by “Trump trades”, with equities, bond yields and 
the US dollar rising, while gold reeled backward.  Talk of a possible OPEC production deal, 
meanwhile, supported oil prices.  

• Reflecting the rise in global bond yields, local fixed-interest lost ground. The rise in the US dollar also 
saw the $A ease back, resulting in international equities outperforming the local market in $A terms. 
Having been sold off savagely in recent months, even listed property managed to eke out a small gain 
in the month. 

• Australian equities remained the best performing asset class over the past six months, followed by 
international equities. Australian property – followed by commodities – was the worst performing asset 
class over this period. 

 



2 

 

 

 

Market Outlook 
Global 

  

DECEMBER 2016 

    

OUTLOOK  

• The surprise election of Donald Trump to the US Presidency potentially marks a sea change in the 
global investment outlook.  Much now depends on the degree to which Trump pursues many of the 
policies he advocated during the long and bitter election campaign. His promises of fiscal stimulus are 
clearly negative for bond yields and supportive of the US dollar. But Trump’s likely impact on equities is 
mixed overall, as while fiscal stimulus might boost US economic growth and corporate earnings, the 
associated upward pressure on bond yields is a challenge for already elevated price-to-earnings 
valuations.  At this stage, we don’t view Trump’s election as a signal to upgrade our risk exposure 
overall, and thus remain defensive in our positioning.  

• Another risk factor is Trump’s less investor friendly protectionist international trade policies, and 
uncertainty in how he’ll deal with the globe’s myriad of geo-political issues.  A worst case scenario is a 
tit-for-tat trade war with China, though the hope is that both sides will avoid what would appear to be 
mutually-assured economic destruction.  

• Either way, the near-term effect of the market enthusiasm for Trump – together with ongoing solid US 
employment data - is that it now appears to us all but certain that the US Federal Reserve will raise rates 
at the December policy meeting. My base case is at least two further US rate hikes in 2017.  

• In Australia, meanwhile, the standout feature in recent times has been the rise and rise in coal and iron 
ore prices. But while there’s been some fundamental support for firmer commodity prices this year, a 
degree of speculative excess appears to have crept into pricing in recent months – and some pullback 
in prices seems likely in coming months. What’s more, partial indicators suggest third quarter economic 
growth was quite weak – if not negative – and employment growth has also slowed. This suggests the 
bias on local rates remains to the downside, and there appears to be a good chance the Reserve Bank 
will feel the need to cut rates again by May, if inflation fails to lift in the next two CPI inflation reports. 

• Our decision in recent months to underweight listed property and bonds has been timely.  Heading into 
the final month of the year our broad asset class views remains unchanged. We remain underweight 
growth assets (including commodities) in general relative to defensive assets. Among defensive assets, 
we remain underweight bonds. And among growth assets, the prospect of further weakness in the $A 
and higher bond yields leads to our continued overweight position on international equities (on an 
unhedged basis) and underweight to listed property.   

 

ASSET BENCHMARKS 

Cash: UBS Bank Bill Index; Australian Equities: S&P/ASX 200 Index; Australia Bonds: Bloomberg Composite Bond Index; 
Australian Property: S&P/ASX 200 A-REITs; International Equities: MSCI All-Country World Index, unhedged $A terms; 
Commodities: S&P GSCI Light Energy Index, $US terms  
 
 

Asset Class Tactical Views: December 2016
Underweight Neutral Overweight

Growth vs. Defensive
Aust. Equities vs. Bonds 
Defensive
Cash vs. Bonds 
Growth
Aust. Property vs. Aust. Equities 
Int. Equities* vs. Aust. Equities 
Commodities** vs. Aust. Equities 
*Unhedged  **Hedged
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ABOUT BETASHARES 

BetaShares Capital Ltd ("BetaShares") is a leading manager of exchange traded products ("ETPs") which are traded on 
the Australian Securities Exchange. BetaShares offers a range of ETPs which cover Australian and international 
equities, cash, currencies, commodities and alternative strategies. BetaShares currently has approximately $3.3 billion 
in assets under management. 

BetaShares is a member of the Mirae Asset Global Investments Group, one of Asia's largest asset 
management firms. Mirae currently manages approximately of US$100B. 

This information has been prepared by BetaShares Capital Ltd (ACN 139 566 868 AFS Licence 341181) (“BetaShares”). 
This is general information only and does not take into account the individual circumstances, financial objectives or 
needs of any investor. Before making an investment decision, investors should consider their circumstances, the PDS 
for the relevant financial product, and obtain professional financial advice. The PDSs for BetaShares Funds are 
available at www.betashares.com.au or by calling 1300 487 577. Only investors who are “authorised participants” may 
invest through the PDSs. Other investors may buy units in BetaShares Funds on the ASX. This information is not a 
recommendation or offer to invest in BetaShares Funds or any other financial product or to adopt any particular 
investment strategy. An investment in any BetaShares Fund is subject to investment risk and the value of units may 
go down as well as up. Any past performance shown is not an indication of future performance.  

Future results are impossible to predict. This document may include opinions, views, estimates and other forward-
looking statements which are, by their very nature, subject to various risks and uncertainties. Actual events or results 
may differ materially, positively or negatively, from those reflected or contemplated in such forward-looking 
statements. Opinions and other forward-looking statements are subject to change without notice. Any opinions 
expressed are not necessarily those of BetaShares. To the extent permitted by law BetaShares accepts no liability for 
any errors or omissions or loss from reliance on the information herein. 
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