
 

 

 
 
 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
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 

 

It has been a turbulent start to 2016 as renewed instability in the Chinese stock market, further deterioration in the oil price, a sharp sell-off 

in European banking stocks and a lacklustre fourth quarter US corporate reporting season has seen global stock markets post significant 

negative returns. 

 

In the US, the S&P 500 Index has returned -10.5% (year to date), adversely impacted by concerns of slowing global and domestic growth. 

US fourth quarter GDP expanded by a disappointing 0.7%, down from 2% in the third quarter. Also weighing on sentiment was a lacklustre 

reporting season which has led to a flattening out of earnings expectations reflecting lower profits in the energy sector and more 

challenging global economic conditions overall. Major multinational companies including Apple, Procter & Gamble and Johnson & Johnson 

expressed concern about the global outlook in their recent earnings briefings. 

 

In the Eurozone, the MSCI Europe Index has returned -12.2% on the back of a 25% decline in the European banking sector (since January 

1st). Investors are becoming increasingly nervous about the impact of low interest rates (and their potential to go lower), which put 

pressure on banks’ net interest margins, while there are also concerns about non-performing loans in the Italian banking sector and the 

global economic slowdown. In Japan, the Nikkei 225 Index has returned -17.4% driven by a sell-off in banking stocks after the Bank of 

Japan moved to cut the deposit rate into negative territory (ie. charging banks on their excess banking reserves) in an attempt to stimulate 

more life into their economy. Such a move is likely to lessen banks’ profitability and encourages them to misuse capital, potentially creating 

problems in the future. 

 

In China, the Shanghai Composite Index has returned -21.9% amid a series of headwinds including ongoing weak economic growth, a 

weaker yuan versus the US dollar and the removal of selling restrictions on stock markets. 

 

In Australia, the S&P/ASX 200 Index has returned -9.0% largely on the back of falls on offshore stock markets and a wider appreciation of 

the broad range of economic challenges being faced at home. These are no longer confined to commodity exposed resource and energy 

groups. We are seeing increased headwinds for the banking sector (as growth moderates, funding costs escalate and capital pressures 

build) and in the retailing, insurance and telecommunications sectors as competitive pressures intensify. 

 

Given offshore developments and risks building in the domestic economy we continue to believe the Reserve Bank of Australia is more 

likely to cut rather than increase interest rates this year. 

 

 


