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Market Watch 

Market and economic 
overview 

Australia  

The Reserve Bank of Australia (RBA) 

held the cash rate steady at 2.5% at 

its 1 April 2014 meeting.  

There was no change to the Board’s 

neutral policy ‘guidance’. The RBA 

sees the transition from mining to non

-resources driven growth as 

progressing, thanks to stronger 

dwelling investment, firmer consumer 

spending and rising exports.  

The Australian dollar (AUD) is 

currently considered by Board 

members to be “high by historical 

standards” and may dampen the 

growth transition if it stays at current 

levels.  

During April, the Abbott Government 

signed a Free Trade Agreement with 

Korea, completed negotiations on an 

Economic Partnership Agreement 

with Japan, and made what appears 

to be significant progress towards 

completing a Free Trade Agreement 

with China.    

Australia’s headline inflation rate 

surprised on the downside in Q1 14 

at 2.9% per year, up from 2.7% 

previously. The underlying or core 

pace of inflation, on average, also 

increased less-than-expected, rising 

to 2.7% per year in Q1 14 from 2.6% 

in Q4 13.  

Employment rose by a solid 18,100 in 

March following February’s big lift of 

48,200. The participation rate 

declined from a revised 64.9% in 

February to 64.7% in March.   

Retail sales increased by 0.2% in 

February to 4.9% per year, slightly 

below consensus for +0.3%.  

Building approvals declined by 5.0% 

per month to +23.2% per year in 

February. Despite the fall, approvals 

(on a 3-month average basis) remain 

at a high level and are still 

annualising at over 200,000. 

United States  

As widely expected, the Federal 

Open Market Committee (FOMC) of 

the US Federal Reserve announced 

a further $US10bn ‘tapering’ in the 

QE3 bond purchase program at its 29 

to 30 April 2014 meeting, taking 

$US45bn. 
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Q1 14 GDP growth came in much weaker-than-

expected, recording annualised quarter-on-quarter 

growth of just 0.1% per year, down from 2.6% in Q4 

13. This was the weakest quarterly outcome in the 

near-five year US recovery. The details were mixed, 

largely depressed by the severe cold weather, but 

consumption rose solidly, while business investment, 

dwelling investment and net exports all declined.  

Retail sales printed stronger-than-expected in 

March, with headline sales rising by 1.1%.   

Housing starts increased by 2.8% to 946,000 in 

March, while housing permits declined by 2.4% to 

990,000. 

United Kingdom  

The Bank of England (BoE) left policy unchanged at 

its 10 April 2014 meeting, as expected. The Bank 

Rate was unchanged at 0.5% and the stock of asset 

purchases remained at £375b. 

GDP growth increased by 0.8% in Q1 14. The 

annual growth rate accelerated to 3.1%, the 

strongest pace since late 2007. All sectors 

experienced growth in the quarter, confirming a 

broadening in the UK recovery story, supporting 

pound sterling strength. 

Unemployment dropped to 6.9% in the three 

months to February, as 239,000 jobs were added, 

outstripping expectations of +90,000. This was the 

lowest unemployment rate since February 2009.  

Europe 

The European Central Bank (ECB) left its main 

policy rates and forward guidance unchanged at its 3 

April 2014 meeting.  

The flash Eurozone CPI estimate for April showed 

inflation of +0.7% per year, compared with market 

expectations for 0.8% and March’s 0.5% print.  

An unexpected gain in retail sales (+4.0% in 

February) adds to confidence that the recovery is 

broadening. 

Japan  

The Bank of Japan's (BoJ) policy board convened on 

30 April 2014 and decided by unanimous vote to 

leave current monetary policy settings unchanged, 

as expected. The BoJ will continue to carry out 

money market operations so that the monetary base 

increases by around ¥60-70trn a year.  

Retail sales surged by 11.0% per year, the fastest 

pace in 17 years as consumers increased spending 

before the national sales tax hike took effect on 1 

April 2014.   

Core CPI remained at 1.3% per year for a fourth 

consecutive month in March.  

China 

Q1 14 GDP increased by 7.4% per year, but 

decelerated from 7.7% in Q4 13. With the 

government maintaining its 2014 real GDP growth 

target at 7.5%, a mini-stimulus package, focusing on 

infrastructure and housing investments was unveiled 

on 2 April 2014.  

CPI inflation printed in-line with consensus at 2.4% 

per year in March, compared to 2.0% in February.  

Australian dollar  

The AUD increased by just 0.1% to finish April at 

$US0.9277. Early in April, the AUD reached a 5-

month high of $US0.946. However, it fell back later 

in the month following the weaker-than-expected Q1 

14 CPI print and weaker iron ore prices.    

THE AUSTRALIA DOLLAR BOOSTED BY 

REMOVAL OF "UNCOMFORTABLY HIGH" 

RHETORIC AND POLITICAL EASING BASIS 

Source: Bloomberg as at 30 April 2014. Past performance 

is not an indication of future performance. 
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Commodities 

A broad range of commodity prices mostly increased 

in April. Energy prices rose, with US natural gas 

prices increasing (+11.1%) to a 2-month high.  

Agricultural prices increased. Wheat prices (+2.3%) 

rose to a 14-month high in April as yield prospects 

(for hard red winter variety) deteriorated to their 

lowest level since 2001 in the US state of Kansas. 

Corn prices increased by 2.4% as rain in the US 

delayed planting.  

 
IRON ORE PRICE FELL SHARPLY AFTER THE 

CHINESE BANKING REGULATOR ANNOUNCED 

THAT IT IS INVESTIGATING IRON ORE  

FINANCING ARRANGEMENTS 

 

Source: Bloomberg as at 30 April 2014. Past performance is not an 

indication of future performance. 

 

 

Metals prices were mixed. Gold (+0.6%) was little 

changed, despite escalating geo-political tensions in 

Ukraine and a weaker US dollar (USD). Nickel prices 

jumped (+15.3%) amid fears that sales from Norilsk 

Nickel (the world’s biggest producer) would be 

curtailed as the US continued to impose sanctions 

on Russian companies. The iron ore price fell 

sharply (-9.8%) after the Chinese banking regulator 

announced that it is investigating iron ore financing 

arrangements.  

 

 
 
 
 
 

 
 

 

GOLD TRADED SIDEWAYS IN APRIL DESPITE 

SIMMERING TENSIONS IN UKRAINE  

Source: Bloomberg as at 30 April 2014. Past performance is not an 

indication of future performance. 

 

Australian shares 

Australian shares reached fresh 6-year highs during 

April. The S&P/ASX 200 Accumulation Index 

increased by 1.8% over the month, led higher by the 

defensive yield-heavy REITs (+5.7%) and Utilities 

(+4.1%) sectors, which benefitted from falling 

domestic bond yields.       

In terms of the other sectors, Energy (+3.5%) names 

outperformed on the stronger oil price. Consumer 

Staples (+3.1%) also outperformed, although Q3 14 

sales results from Woolworths and Wesfarmers fell 

short of market expectations. Declining iron ore 

prices weighed on the mining dominated Materials 

(+1.3%) sector. Healthcare (-0.7%) names lagged as 

the sector’s global earnings’ exposures were 

adversely impacted by the stronger AUD.  

Listed property 

The Australian listed property sector, as represented 

by the S&P/ASX 200 Property Accumulation Index, 

surged by 5.7% in April, supported by a decline in 

Australian government bond yields and improving 

market sentiment towards the office sub-sector.  
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Global shares 

Global developed equity markets generally recorded 

modest gains in April amid a backdrop of mixed 

economic data releases, corporate earnings reports 

and a re-intensification of Ukrainian tensions. The 

MSCI World Developed Markets Index increased by 

0.8% in both USD and AUD terms over the month.  

The US S&P500 Index rose by 0.6% during April. By 

month-end, around 250 S&P500 companies had 

reported with 75% beating analyst’s earnings 

expectations.  

Elsewhere, the Euro Stoxx 50 Index (+1.2%) and 

London’s FTSE100 Index (+2.8%) both 

outperformed. The latter was boosted by UK 

pharmaceutical takeover activity involving 

AstraZeneca and GlaxoSmithKline. The Japanese 

Nikkei 225 (-3.5%) and Topix (-3.4%) Indices both 

declined for a fourth consecutive month in April, 

weighed down by negative sentiment associated 

with the consumption tax hike on 1 April 2014, policy 

inaction by the BoJ and increasing evidence of a 

further postponement to nuclear restarts.  

The Japanese Nikkei 225 Index was little changed   

(-0.1%).  

Global emerging markets 

Emerging market (EM) equities marginally 

underperformed their developed market counterparts 

in April. The MSCI EM Index returned just 0.1% in 

USD terms and was flat in AUD terms. Simmering 

tensions in Ukraine, evidence of a deceleration in 

Chinese economic activity and uncertainty around 

the Indonesian parliamentary election kept a lid on 

monthly returns.  
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