
SMART Money January 2016...
We are in for a bumpy ride..(again!)

Hi There, 
 
 
Welcome to the new year and to
the January 2016 edition of CSP Smart
Money. 
 
2016 has certainly greeted us with
some volatility in the markets. The

market jitters have accelerated into the new year with
both stocks and bonds under pressure and the $AUD
heading down against the $USD. 
 
I had the opportunity recently to catch up with
Kerry Craig CFA , Global Market Strategist for JP
Morgan. 
 
We will produce something more substantive in
the near future however some of his key thoughts
were: 
 
1.    Concerns centre around China although the
news in China is not all bad. Consumer
consumption is rising and property prices are
rising in Tier 1 and most Tier 2 cities. There is
probably an industrial recession in China but
consumption growth is strong and rising. 
 
2.    The USA will have its challenges as inventory
has built up over the past few years: they are quite
a way through their business cycle. 3 more Fed
rate rises are expected in the second half of the
year 
 
3.    Europe has potential for upside as they are a
couple of years behind the USA in term of the
business cycle 
 

The CSP team
enjoyed their
Christmas Party at
Manly Dam on 17th
December. Click
here for some
photos. 
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4.    India has potential to be a great story over
next few years 
 
The market is very focused on negative news at the
moment and a catalyst is needed to break the cycle.
Falling oil prices should lead to lower petrol prices and
more cash in consumers pockets so strong consumer
consumption figures could provide this catalyst. 
 
If you are concerned about the market you are
welcome to call however most clients still have a
number years of Bucket 1 assets; the “fat” required to
ride out these types of cycles. 
 
On the personal front we had some great news over
the holidays with our new adviser, Edward Shilland
becoming a first-time father to Annabelle Isla born on
New Year's Eve 2015! Congratulations to Ed and his
wife Katrina on this wonderful news. 
 
Fritzi returned from her whirlwind trip to New York City,
Lisa from Europe, Samantha from Thailand, and
Hayden and myself from closer to home. 
 
We are all back on deck and looking forward to
helping you all make smart decisions with your money
in 2016! 
 
Until next time...
 

 
                                                              
 
 

 

Share:           

The start of 2016 has seen market volatility increase
with the ASX200 pulling back to levels last seen in
2013.
 

Chart 1 - ASX200 over 5 years 
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What has caused the pull back?
Soft Chinese manufacturing data and a devaluation of the yuan has sent shock
waves through global markets with fears that the Chinese economy may be in a
much weaker state than previously thought. These fears have flowed through to
equity and commodity markets with steep falls across the board. Compounding
the size of the moves has been the lack of market activity given January is
traditionally a low month for volumes. 
 
While the soft manufacturing data has direct implications for the Chinese
economy, the decision to devalue the yuan has more global implications.  
 
By devaluing their domestic currency the Chinese government is trying to
stimulate the manufacturing sector. Such currency adjustments impact all of
China’s trading partners. Given the importance of the Chinese economy to global
trade, the concern is that this has the potential to drag on the economic growth of
China’s trading partners. 
 
Since the initial falls we have seen concerns spread into other
sectors/countries. Bond yields have fallen as investors place bets that interest
rates will stay lower for longer than previously expected and credit spreads have
increased as more risk is priced into debt markets. The chart below shows the
increase in interbank credit spreads compared to the European crisis and GFC.
 
Chart 2 – Interbank Credit Spreads 
 



 
 
What are the Implications the Australian Economy?
China is a significant trading partner to Australian and so any weakness will
impact the Australian economy and in particular, the commodity sector. Major
miners such as BHP are trading at 10 year lows reflecting the expectation that
commodity demand and prices will remain lower for longer. More generally,
stocks with any direct exposure to China have also been sold off as investors
look to offload any China exposure they can. 
 
Domestically the economic data has actually been quite strong with retail sales
over Christmas looking reasonable and recent unemployment data continuing to
show positive signs (Unemployment under 6%). Job creation in the services
sector continues to be a standout with the falling A$ stimulating tourism and
manufacturing. The housing market has definitely cooled in the last 6 months,
however approvals are still well above average and there has been no signs of
significant price weakness or settlements not being completed. 
 
Overall, while global issues will impact the Australian economy, we are generally
still seeing solid economic data suggesting that the outlook remains positive. In
the event external forces do start to impact the Australian economy, the RBA is
one of the few central banks globally that does have room to stimulate via cutting
rates. The Australian fiscal position is also robust and the new coalition
leadership team does seem more open to fiscal stimulus in the event the
economy softens meaningfully.
 
How are we responding to the Volatility?
We have been underweight commodities/energy for some time and have only
bought those companies with strong balance sheets with high quality projects
that are low on the cost curve. While these companies have not been immune to
the selloff we continue to see value in the medium to long term and are reluctant
to join the exodus when current prices are already reflecting very bearish
scenarios. 
  
Outside of the commodity related stocks, we have been using the volatility to
increase our exposure to some high quality businesses which have been sold
down along with the rest of the market. We will continue to search the market
trying to find more opportunities to buy quality businesses that are over sold. At
the same time we recognise that the global environment is volatile and we will
continue to monitor the situation and should our assessment of the situation
change we will look to adjust the portfolio accordingly.
 
Kind Regards 
Jamie Nicol 



Chief Investment Officer 
 

As we enter a new year, we review the major economic
and market developments over 2015, key contributors
and detractors to the portfolios, and discuss the outlook
for 2016. 

 

 
 

 
 

Chick St Clair & Partners, Suite 1201, Level 12, 54 Miller St, North Sydney, NSW 2060 
P 02 9925 0522   F  02 9925 0533     E  mail@csp.com.au

Chick St Clair & Partners Pty Ltd ABN 29 110 058 618 are a Corporate Authorised Representative of The Advice Exchange Pty Ltd ABN

55 107 629 194 Australian Financial Services Licence Number 278937.  The Advice Exchange Pty Ltd is committed to ensuring the

confidentiality and security of your personal information. A copy of our privacy policy detailing how we handle your personal information is

available on request. We may send you further information from time to time about financial planning and advice services with The Advice

Exchange. You may elect to stop receiving such information at any time by contacting your adviser. You may at any time advise us that

you wish to recommence receiving The Advice Exchange information.  

The information contained in this site is general information only. It is not intended to be a recommendation, offer, advice or invitation to

purchase, sell or otherwise deal in securities or other investments. Before making any decision in respect to a financial product, you

should seek advice from an appropriately qualified professional.  

 

We believe that the information contained in this document is accurate. However, we are not specifically licensed to provide tax or legal

advice and any information that may relate to you should be confirmed with your tax or legal adviser.  

Please refer to the Product Disclosure Statement (PDS) before investing in any products mentioned in our newsletter. The information is

current as at the date on this document.You're receiving this because this newsletter is a service of CSP.

DNR Capital  Monthly Investment Update - December 2015

If you wish to opt out from future messages please click the Unsubscribe link below.

http://www.daltonnicolreid.com.au/monthly-investment-review-march-2014/
http://dnrcapital.us8.list-manage.com/track/click?u=d0c7eac575ab82f8ed5ff256f&id=f062cba595&e=7834d0b809
http://dnrcapital.us8.list-manage.com/track/click?u=d0c7eac575ab82f8ed5ff256f&id=5b2da393f9&e=7834d0b809

