
 

 

 
 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
DISCLAIMER 
Sentinel Financial Group Pty Ltd (ABN 26 104 456 288) is an Australian Financial Services Licensee holder (AFSL No. 230542) and a Participating Organisation of the 
Australian Securities Exchange. Sentinel Financial Group’s directors, officers, representatives, authorised representatives, members and agents believe the information 
contained in this document is correct and that any estimates, opinions or recommendations in this document are reasonably held at the time of compilation, but may 
change without notice. No guarantee or warranty is given, or representation made, as to accuracy or completeness. Past investment or trading performance is not a reliable 
indicator of future performance. To the extent permitted by law, Sentinel Financial Group disclaims all liability and responsibility for any direct or indirect loss or damage 
which may be suffered by any recipient through relying on anything in or omitted from this document. Advice included in this document is general advice, based solely on 
consideration of the investment or trading merits of the securities alone without taking into account the investment objectives, financial situation and particular needs (i.e. 
financial circumstances) of any particular person. You should not act on any recommendation issued by Sentinel Financial Group without first consulting your investment 
advisor in order to ascertain whether the recommendation (if any) is appropriate having regard to your investment objectives, financial situation and particular needs. 
 

DISCLOSURE 
Sentinel Financial Group Pty Ltd (ABN 26 104 456 288), its directors, officers, representatives, authorised representatives, members and agents declares that they deal in 
financial products as part of their business and consequently they may have a relevant interest in the financial products recommended. Sentinel Financial Group receives 
brokerage or other benefits from dealing in financial products and its authorised representatives, or introducers of business, may directly share in the brokerage or benefits. 
Sentinel Financial Group, its authorised representatives and their respective associates may have positions in the financial products mentioned, which may change. 

 

Stock Market & Economic Update 
 

A range of issues have combined to create the perfect storm for stock markets recently: 

 Concerns the Chinese economy is growing slower than expected. China’s currency devaluation, weaker economic data and an 
interest rate cut all signal that the Chinese slowdown is more significant than was assumed. 

 China’s growth issues have heightened concerns about the emerging world, as slower growth and lower commodity prices weigh 
on commodity producers particularly in South America and the Middle East. 

 Falling commodity prices have weighed heavily on the resources and energy sectors and increased downside risks to the 
Australian economy. 

 Substantial Australian bank capital raisings (Commonwealth Bank and ANZ Bank) to meet the additional capital requirements 
recently announced by the Australian Prudential Regulation Authority (APRA) have sapped funds from the market. 

 A largely mixed Australian corporate reporting season has failed to ignite an improvement in investor sentiment. 

 The likelihood of the first interest rate rise in the US in more than 6 years in September (albeit due to a resilient domestic 
economy). 

The major risk we see going forward is that the Chinese and emerging market economic slowdown broadens into major developed market 
economies and significantly disrupts the global economy and company profitability. 
 
There is currently little evidence of this happening in the US (which is largely internally dependent in terms of growth) or in Europe but we 
need to remain cognisant of the economic challenges confronting the world at a time when many of the world’s major Central Banks are at 
or reaching their limits of what additional stimulus they can provide. 
 
In Australia, we are starting to see the impact of falling mining investment and lower commodities prices flow through to our terms of trade 
and economic growth numbers.  We would argue that these issues are well reflected and understood in the Australian stock market. The 
Chinese economy is weak and this has been well known by markets for some time. 
 
While the domestic economic outlook remains subdued we also see a number of positives from Australia’s perspective including:   

 Australian corporate balance sheets are generally in good shape 

 Stock valuations are increasingly supportive. In previous years stocks have tended to trade at a premium to their fundamental 
valuations supported by higher dividends. The recent pullback in the market has only served to improve their value proposition. 

 Dividend yields are attractive. A large majority of our blue chip companies are paying solid dividends. Our major banking stocks 
are currently paying between 5.5% and 6.5% fully franked. Our major retailers are paying about 5% fully franked. 

 The Australian economy, whilst softening, continues to remain solid and orderly. A weaker Australian dollar will serve to make our 
economy more competitive and encourage foreign investment. 

 Australia has the ability to stimulate the economy with interest rates at 2% (high compared to other markets) and Government 
debt at about 20% of GDP (low compared to other markets). 

We expect these factors to offer some support and provide for longer term opportunity from Australian shares during the current period of 
market turbulence. 

 


