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The information contained in this document is general information only and does not constitute personal 

financial advice. It does not take into account any person’s financial objectives, situation or needs. It has 

been prepared by BetaShares Capital Limited (ABN 78 139 566 868, Australian Financial Services Licence 

No. 341181) (“BetaShares”). The information is provided for information purposes only and is not a 

recommendation to make any investment or adopt any investment strategy. Investments in BetaShares 

Funds are subject to investment risk and investors may not get back the full amount originally invested. 

Any person wishing to invest in BetaShares Funds should obtain a copy of the relevant PDS from 

www.betashares.com.au and obtain financial and tax advice in light of their individual circumstances.

Future outcomes are inherently uncertain. Actual outcomes may differ materially from those contemplated 

in any opinions, estimates or other forward-looking statements given in this document.

Past performance is not indicative of future performance.

References are made to different indices throughout this document. Investors cannot invest directly in an 

index.



*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.  ** Rank based on equally-weighted average of 6 & 12 month return 

performance. 

Global stocks took a tumble in October, 

reflecting ongoing concerns with regard to 

US interest rates and tech stocks.  In 

local currency terms, global stocks lost 

6.9%, though this was limited to 6.1% in 

$A terms due to weakness in the $A vs. 

foreign currencies. 

Gold was the best performing asset class 

in the month, as rising bond yields also 

limited returns from fixed-income markets 

despite the slump in stocks. Australian 

equities dropped in line with global 

stocks, while losses in listed property 

were more limited. 

In terms of relative momentum, listed 

property has regained top spot, while 

international equities have been relegated 

to second.  Gold remains the worst 

performing asset class in terms of 

momentum despite last month’s bounce, 

followed by global bonds.

Major Asset Class Performance* Momentum

Oct-18 Sep-18 6-month 12-month Rank**

Gold ($US) 2.0% -0.9% -7.7% -4.5% 7

Aust. Bonds 0.5% -0.4% 2.2% 3.1% 3

Cash 0.2% 0.2% 1.0% 1.9% 4

Int. Bonds -0.2% -0.4% 0.2% 0.2% 6

Aust. Property -3.1% -1.8% 4.0% 7.3% 1

Int. Equities ($A) -5.5% -0.1% 2.3% 7.7% 2

Aust. Equities -6.1% -1.3% -0.4% 2.9% 5

World Currencies per $A 1.5% -0.6% 4.1% 6.9%

Int. Equities (hedged) -6.9% 0.5% -1.7% 0.7%



Last month’s drop in equities mean the 

month-end highs of earlier this year 

have yet to be reclaimed. 

Despite rising earnings, the solid lift in 

bond yields through this year have taken 

their toll.   The global PE ratio ended 

October at 13.6, compared with 16.4 at 

end-January. 

The good news is that earnings 

expectations are still holding up (at least 

so far), with 10.7% growth in forward 

earnings projected by end-2019.  

Relative to the current level of global 

interest rates, moreover, equity 

valuations appear on the cheaper side 

of fair value.  

. 



In a major counter trend move, gold 

stocks (such as MNRS) did well last 

month while tech exposures (such as 

HACK) suffered some of the biggest 

declines. 

Being currency unhedged, the 

performances of QUS and NDQ were 

helped by a modest decline in the $A 

vs. the $US. 

In terms of relative momentum, 

however, NDQ remains the strongest 

performer, followed by QUS and 

DRUG. 

Despite last month’s bounce back, 

MNRS remains the weakest  

performing exposure on the basis of 

relative momentum.

* Rank based on equally-weighted average of 6 & 12 month return performance. 

Global Equity Exposures Momentum

Oct-18 Sep-18 6-month 12-month Rank*

MNRS 2.4% -1.2% -14.4% -18.2% 10

QUS -4.0% -0.3% 7.9% 12.9% 2

BNKS -4.9% -0.8% -8.3% -6.1% 9

HEUR -5.3% -0.9% -6.3% -7.1% 8

FOOD -5.8% 2.7% -1.5% -3.6% 6

DRUG -5.8% 2.8% 9.0% 9.9% 3

NDQ -6.7% -0.8% 12.9% 22.0% 1

FUEL -8.8% 3.1% -3.5% 7.1% 5

HJPN -8.8% 5.3% -5.9% -5.1% 7

HACK -12.4% -0.4% -3.1% 12.5% 4

MSCI AC Index -6.9% 0.5% -1.7% 0.7%

S&P 500 -6.8% 0.6% 3.4% 7.3%

S&P/ASX 200 Index -6.1% -1.3% -0.4% 2.9%



Australian equities dropped in October, 

even though earnings expectations were 

revised up after they had experienced a 

weakening trend in recent months. Firmer 

bulk commodity and oil prices supported 

earnings upgrades in the energy and 

materials sectors.  

The market’s vulnerability, however, likely 

reflected the fact that valuations had been 

pushed high relative to global stocks during 

the mid-year rally. 

The market’s PE ratio has now dropped 

from 16.1 at end-August to 14.4 at end-

October.  Relative to bond yields, this 

valuation appears reasonable. 

Current earnings expectations, meanwhile, 

imply growth in forward earnings of around 

6% by end-2019.



It was also a sea of red across our 

Australian equity sector/thematic 

funds in October.   Being a 

relatively defensive exposure, 

RINC had the smallest decline in 

the month, while the small cap 

focused SMLL had the largest 

decline. 

In terms of relative momentum, the 

top three performers are QRE, 

RINC and QOZ.  

The large-cap heavy financial 

sector (QFN) continues to lag in 

relative performance.

* Rank based on equally-weighted average of 6 & 12 month return performance. 

Australian Equity Exposures Momentum

Oct-18 Sep-18 6-month 12-month Rank*

RINC -2.4% -1.4% 2.5% 1.4% 2

QOZ -5.9% -0.5% -0.9% 1.7% 3

QFN -5.9% -2.2% -2.5% -7.8% 7

QRE -6.6% 5.4% -0.1% 16.0% 1

EINC -6.6% -1.8% -3.7% -3.2% 6

EX20 -6.9% -1.3% -2.7% 3.0% 4

SMLL -7.7% -0.9% -5.7% 0.7% 5

S&P/ASX 200 Index -6.1% -1.3% -5.9% -0.4%



The equity sell-off was associated with a 

small decline in hybrid returns during the 

month, while relatively steady local bond 

yields supported fixed-income returns.

The relatively benign local interest rate 

environment continues to favour duration 

and credit exposures such as CRED, 

relative to cash (AAA) and floating-rate 

bonds (QPON).  

Over the past year, CRED has also 

handily outperformed the widely followed 

Australian Composite Bond Index.  

. 

*Yield-to-maturity for the AusBond Composite Index and the indices tracked by QPON and CRED. Running yield for the HBRD 

Fund. AAA’s yield based on current interest rates earned on the Fund’s bank deposits, net of management fees. 

Australian Cash & Bond Exposures

End-month            Total return performance

Yield* Oct-18 Sep-18 6-month 12-month

AAA ETF 2.0% 0.2% 0.2% 1.1% 2.1%

QPON's Index 2.9% 0.3% 0.2% 1.6% 2.6%

HBRD Fund (Net) 3.9% -0.4% 0.1% 3.1% 3.6%

CRED's Index 4.1% 0.8% -0.6% 2.6% 4.0%

AusBond Composite Index 2.5% 0.5% -0.4% 2.2% 3.1%

Bank Bill Index 1.8% 0.2% 0.2% 1.0% 1.9%



Despite a turn up in iron-ore 

prices, the $A weakened in 

October, reflecting broad strength 

in the $US and a further narrowing 

in interest-rate differentials with 

the US. 

Modelling suggests the $A is 

currently around fair value given 

these fundamentals. 

Assuming broadly flat iron-ore 

prices, a stronger $US and a 

continued narrowing in interest 

rate differentials suggests the $A 

could well ease further in the 

months ahead – potentially 

breaking below US70c by year-

end. 
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Fund data, blogs and investment 

information
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