
BRIGDENS FINANCIAL SERVICES PTY LTD 
 
Market Update  June 2012 
 
Economic Overview 
The June quarter was marked by a slowdown in growth across the US, Europe and emerging economies. In the 
US, employment figures were disappointing and fears of a Greek departure from the euro caused a drop in 
consumer confidence. There was some relief, however, with oil prices and inflation falling sharply. 
 
After the disaster that was May, June was a much tamer month for investors, particularly those in equity 
markets. Global markets recovered somewhat to end the month nearly 4% higher, while the Australian market 
lagged, with a month return of only 0.3% for the month. Bond yields rose a little during the month, but remained 
near May’s lows. The Australian Dollar recovered some lost ground, ending the month back above parity with 
the US dollar. 
 
The euro zone sovereign debt crisis saw some positive news with the election of a new Greek government 
committed to a future for Greece in the euro zone. All euro member states are now committed to the single 
currency and are searching for ways to resolve their debt situation. The euro crisis also hit emerging economies 
who until now have seemed immune to the recession in the developed world. Sluggish growth figures in Brazil, 
China and India sparked central bank action to lower interest rates. 
 
In the US, economic data outside the housing market continued to show signs of weakness. Employment figures 
for May were lower than expected, rising 69,000 vs the previous reading of 115,000. The unemployment rate 
rose to 8.2%from 8.1%. So far in 2012 employment growth has disappointed expectations, despite the 
unemployment rate hovering around 8.2%. The pace of employment growth has slowed, averaging 225,000 jobs 
per month in January – March, with only 73,000 averaged in April and May. The ISM Manufacturing Index was 
also on the weak side, recording its lowers level since July 2009. 
 
In China, economic data continued to soften, leading to the first easing in interest rates since 2008. The 1-year 
lending rate was lowered to 6.31% from 6.56%. Consumer Price Inflation also eased to 3.0% from 3.4%/year. 
Fixed asset investment and retail sales also weakened with expectations that Q2 2012 will be the trough in 
Chinese economic growth. 
 
The Australian economy returned above expected results. Data released in the second quarter of 2012 indicated 
economic growth of 4.3% for the twelve months to 31 March 2012. The mining states were once again the key 
drivers of growth highlighting disconnect between the health of resource an non-resource states. Inflation eased 
off, allowing the Reserve Bank of Australian (RBA) to lower interest rates twice. These decisions were made prior 
to the release of solid growth and low unemployment figures which suggest the RBA will hold off any further 
stimulus in the coming months. 
 
Australian Shares 
The Australian sharemarket was little changed in June, with the S&P/ASX 200 Accumulation Index increasing in 
value by 0.7%. The performance in June closed out a disappointing year for the market – in the 12 months 
ending 30 June 2012 the index declined by 6.7%. 
 
Investor sentiment towards the market as a whole continued to be dominated by the latest headlines in Europe, 
such as the election of a new government in Greece and the easing of lending conditions to Spanish banks. 
Reflecting the ongoing global uncertainties – as well as earnings downgrades among cyclical stocks – investors 
continued to favour defensive areas of the market. 
 
Financials was the best performing industry sector, while telecoms, healthcare and consumer staples also 
outperformed. More cyclical areas of the market, such as energy, industrials and materials, lost ground. 



 
Global Shares 
Global equity markets posted gains in June on expectations of improved political leadership in Europe and 
expectations of further stimulus in the US. 
 
The MSCI World Index rose 4.9% in USD terms but fell 0.2% in AUD terms, although this masked considerable 
divergence between countries and industry sectors. The AUD rose 5.2% against the USD to US$1.0238 on 
renewed risk appetite. In the 2011/12 financial year as a whole, the MSCI World Index fell 7.2% in USD terms 
and 2.9% in AUD terms. 
 
 
The S&P 500 Index rose 4.0% and the Dow Jones was up 3.9%. The NASDAQ closed the month 3.8% higher. 
Further stimulus by the Fed and building expectations of a third round of quantitative easing supported the US 
equity market. 
 
Over the quarter, however global equity markets reacted to the events in Europe. The MSCI Emerging Markets 
Index fell 7.90%, US equity fell 3.29%, Germany’s DAX Total Return Index was down 7.64% for the quarter, FTSE 
100 Total Return Index was lower by 2.34% and in France, the CAC 40 Index fell 6.63%. 
 
Fixed Interest 
Most major global bond markets saw yields rise to varying degrees in June, having seen bond yields fall to record 
historical lows earlier in the month. 
 
The increase in long-dated German Bund yields was particularly significant, increasing by 38 bps to 1.58% from 
1.20% at the end of May. This move came as market participants considered the risk that fiscal burden-sharing in 
the Eurozone might compromise Bunds in the near term. 
 
Spain and Italy remained in focus. Spanish 10-year bonds briefly traded above the 7%. At the time, the Spanish 
Government was forced to request aid from the EU for its beleaguered banking sector. Spain ended the month 
with 10-year yields at 6.29%. 
 
US Treasuries were more subdued in comparison, with the 10-year US Treasury bond yield increasing by 9 bps to 
1.65% at June month-end, having ended May at 1.56%. The ECB left its main refinancing rate at 1.0% for a sixth 
consecutive month. 
 
The Australian bond market saw yields fall to record post-war lows in early June, driven by the crisis in the 
Eurozone and the release of the weak US employment and Chinese PMI data. The Australian 10-year 
Commonwealth Government Security (CGS) yield reached 2.7%, and the shorter-dated 3-year CGS yield touched 
1.9%, just prior to the RBA’s meeting on 5 June. However, the RBA’s decision to cut the official cash rate by 25 
bps to 3.50%, together with the release of stronger-than-expected Australian March quarter GDP and May 
employment data, propelled CGS yields higher. The 10-year CGS yield increased by 12 bps to 3.04% at month-
end, having ended May at 2.92%. 
 
Listed Property 
The S&P/ASX 200 Property Accumulation Index rose 4.4% in June, outperforming the S&P/ASX 200 Accumulation 
Index by 3.7%. For the 2011/12 financial year the REIT sector posted an 11.0% gain, outperforming the broader 
equity market by 17.7%. 
 
At current price levels A-REITs are expected to deliver a sector yield of around 6.0% p.a. This is a significant 
premium above the income return being generated from global property securities, which are expected to 
return a weighted Average yield of around 4.0% p.a. 
 
The A-REIT market is still expected to deliver less volatile returns than Australian shares and global property 
securities (hedged) over the short-to-medium term due to the strong balance sheet position of Australian 
property vehicles whose gearing are around a low weighted average of 30-35%. 
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