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Despite the slowdown in global growth in 2019 and numerous issues such as the ongoing US-China trade dispute 
and Brexit, markets delivered significant returns to investors. Share investors, in particular, were handsomely 
rewarded with most developed markets recording double digit returns, although these returns were measured off a 
low base as markets lost considerable ground in the December quarter 2018. Despite modest earnings growth, 
markets were underpinned by more monetary easing with very low interest rates (or negative rates as in Japan and 
Europe) plus widespread stimulus by central banks. Low inflation remains the norm across the developed world as 
central banks struggle to get inflation back up to their respective targets, leading to calls for more government 
spending to improve economic growth. The strength of investment returns in 2019 contrasted sharply with the 
considerable complexity in the global environment.  
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Another mixed report card for Australia’s economy  
Australia’s economy remained in the ‘slow lane’ for much of the year, forcing the RBA to reduce the cash rate by 
0.25% on three occasions to a record low of 0.75% by year’s end. Australia’s economic growth fell to an annual 
rate of just 1.4% for the year to 30 June, the slowest annual growth recorded since the GFC in 2009. The growth 
rate recovered to 1.7% for the year to 30 September but remains below the economy’s growth potential. Inflation 
remained subdued and stubbornly below the RBA’s preferred 2-3% band.  
 
Comments by the RBA late in the year point to further interest rate cuts in the new year if sluggish economic 
conditions prevail. This is understandable as evidence of soft economic conditions has been widespread in both 
consumer and business segments of the economy. The NAB Monthly Business Survey saw business confidence 
and conditions weaken through the year. The deterioration was evident in most industry sectors with retail 
confidence being particularly weak. While there was a small improvement in business conditions and confidence 
late in the year both remain under average levels.  
 
Consumer sentiment also deteriorated as evidenced by the Westpac-Melbourne Institute Consumer Sentiment 
survey which fell through much of the year. This was consistent with the weakness seen in other consumer 
oriented economic indicators. Traditional retailers continued to struggle as retail sales grew by only 2.1% in the 
year to 31 October and new car sales have fallen for twenty consecutive months. Consumers have been 
concerned about house price weakness and low income growth at a time of high household debt. The reluctance of 
consumers to spend occurred despite the benefit of income tax relief announced in the Federal Budget for low to 
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middle income earners and the RBA cutting the cash rate to only 0.75%. The RBA has acknowledged this year’s 
interest rate cuts may have increased consumer anxiety.   
         
Spare capacity in the labour market remains elevated and continues to constrain wages growth, adding to the 
challenges facing many indebted Australian households. Wages growth was just 2.2% through the year (to 30 
September) as the unemployment rate increased to 5.2% (November) and the underemployment rate, which 
measures part-time workers who want to work longer hours, remained high at 8.3%. The underutilisation rate of 
13.5% (unemployment + underemployment rate) was 0.2% higher than last year. The serious drought affecting 
much of the country has adversely impacted farm income, cutting 0.2% from the economy’s growth potential.    
    
Residential property values rebounded in the second half of the year after a weak first half. The national median 
dwelling value was up 2.3% in the calendar year (as measured by the Core Logic survey) with both Sydney and 
Melbourne enjoying the highest annual gain of 5.3% over the year. However, prices continued to fall in Perth (-
6.8%%) and Darwin (-9.7%). Despite the recovery in 2019, residential property prices in all state capitals except 
Hobart and Canberra remain below their 2017 peaks. The improvement in property indicators such as auction 
clearance rates and housing loan approvals point to further price recovery in the new year.      
 
Despite the recovery in residential values, residential construction remained weak. Approvals for the construction of 
houses fell 15.1% in the year to 31 October 2019 while apartment construction approvals were down by 23.5%. 
The value of residential construction work done in the year to 30 September was down by 10.1%. The RBA 
expressed concern that further sizeable falls in housing prices could weaken retail conditions even further as 
consumers limit their spending.     
     
Australia’s terms of trade (the ratio of export prices to import prices) improved through the year, due in part to 
higher prices for key Australian exports. The iron ore price was up by 32.2% over the year after the tailings dam 
collapse in Brazil curtailed global supply.  
 
But our share market performed exceptionally well   
Australian shares returned 23.4% in the year to 31 December 2019. This was a pleasing outcome compared to the 
-2.8% return in 2018. However, this year’s return is abnormally high because it is measured off a low base as the 
December quarter 2018 was one of the worst quarters for markets since the GFC.  
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Our market began the year with seven consecutive monthly gains through to July. Further evidence of challenging 
conditions in the Australian economy raised expectations the Reserve Bank of Australia (RBA) would need to 
reduce interest rates, which it subsequently did on three occasions (June, July, October). This was particularly 
favourable for the Australian share market. The market also responded positively to the re-election of the Coalition 
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LNP Government as Labor’s proposed capital gains, franking credit and negative gearing changes would not be 
implemented. Prior to the election in May, share investors benefitted from many companies deciding to clear 
undistributed franking credits via special dividends or share buybacks ahead of a possible change of government.    
 
The performance of the market in the second half of the calendar year was less consistent with falls in August (-
2.4%), October (-0.4%) and December (-2.2%), partly diluting very positive returns in July (2.9%), September 
(1.8%) and November (3.3%). The lacklustre profit reporting period in August/September plus ongoing uncertainty 
about the US-China trade dispute and its impact on the global economy contributed to this volatility.    
 
All industry sectors recorded positive returns but there were notable highlights and lowlights. Healthcare (43.5%) 
was by far the best sector performer for the year as investors were attracted to companies such as CSL (48.9%) for 
their superior earnings performance and growth potential. Consumer Discretionary (32.4%) outperformed despite 
the weak retail environment as retailers such as JB Hi-Fi (70.1%) and Harvey Norman (32.1%) were expected to 
benefit from the Federal Government’s income tax cuts. Aristocrat Leisure (54.2%) also contributed to the sector’s 
superior performance. Telecommunications Services performed well (27.3%) as Telstra’s share price improved by 
24.2% amid signs of a more benign competitive environment following the decision of the Australian Competition 
and Consumer Commission to block the proposed merger of two rival companies. The low interest rate 
environment raised the attractiveness of sectors such as Australian Real Estate Investment Trusts (REITs, 19.4%) 
because many REITs have provided growing income and a distribution yield higher than government bonds and 
term deposits.    
 
Resource based sectors also performed well. The 27.2% return of the Materials sector reflected good 
performances by iron ore miners who benefitted from higher iron ore prices after a tragic tailings dam collapse at a 
major Brazilian mine cut global supply at a time of elevated demand. Fortescue Metals Group was a standout 
performer with a rise of 173.4% compared to the more modest returns of BHP Group (13.7%) and Rio Tinto 
(27.9%). The performance strength of gold producer Newcrest Mining (38.8%) as the gold price increased by 
18.9% also contributed to the Materials sector return. The Energy sector returned 22.9% as the oil price was higher 
by 22.7% (Brent Crude) due to concerns growing tensions in the Middle East could disrupt supply.         
      
The Financials ex-AREITs index returned 13.5%, underperforming the market’s return by a significant margin. The 
four major banks and AMP had to contend with a multitude of issues that had both reputational and financial 
implications. The Banking, Superannuation and Financial Services Royal Commission released its final report in 
February, with criticism resulting in the resignation of National Australia Bank’s Chairman and CEO. Fears that 
banks’ and AMP’s earnings and dividends could be impacted by substantial remediation and compliance costs as 
well as the weaker economy and housing sector also contributed to their underperformance. Late in the year, 
Westpac’s CEO resigned following the launch of civil proceedings by AUSTRAC in relation to multiple transactions 
that are alleged to contravene the Anti-Money Laundering and Counter-Terrorism Financing Act. Commonwealth 
Bank (10.4%) was the best performer of the four major banks while AMP shares (-21.6%) reached a historic low 
during the year.      
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Legal Disclaimer 
 

 
This Document is provided by Antares Capital Partners Ltd ABN 85 066 081 114, AFSL 234483 (“ACP”) and its 
investment management division trading under the name of “Antares Equities”. 
 
This document has been prepared for information purposes only. This information may constitute general advice. It 
has been prepared without taking account of individual objectives, financial situation or needs and because of that 
you should, before acting on the advice, consider the appropriateness of the advice having regard to your personal 
objectives, financial situation and needs.  
 
Antares recommends that you obtain professional advice and read any relevant available information pertaining to 
the information contained in this document, and obtain professional independent financial advice to determine 
whether the information contained in this document is suitable for you and your investment needs.  
 
ACP is a subsidiary of the National Australia Bank Limited group of companies. An investment in any financial 
product offered by any member company of the National Australia Bank group of companies is not a deposit with or 
liability of, and is not guaranteed by National Australia Bank Limited or its subsidiaries and is subject to investment 
risk, including possible delays in repayment and loss of income and capital invested.   
 
This document has been prepared in good faith, where applicable, using information from sources believed to be 
reliable and accurate as at the time of preparation, no representation or warranty (express or implied) is given as to 
its accuracy, reliability or completeness (which may change without notice).  
 
Any opinions expressed in this document constitutes Antares’ judgement at the time of issue and is subject to 
change. Antares believe that the information contained in this document is correct and that any estimates, opinions, 
conclusions or recommendations are reasonably held or made as at the time of compilation. However, no warranty 
is made as to their accuracy or reliability (which may change without notice) or other information contained in this 
communication.  
 
Past performance is not a reliable indicator of future performance. Returns are not guaranteed and actual returns 
may vary from any target returns described in this communication. Any projection or forward looking statement in 
this report is provided for information purposes only and no representation is made as to the accuracy of such 
projection or that it will be met. Antares Capital Partners is not responsible for the accuracy of, and not liable for 
any loss arising from, information provided by third parties.  
 
This information is directed to and prepared for Australian residents only.  
ACP disclaims all responsibility and liability for any loss, claim or damage which any person may have and/or suffer 
as a result of any persons reliance on any information, predictions, performance data and the like contained within 
this document, whether the loss or damage is caused by, or as a result of any fault or negligence of ACP, it’s 
officers, employees, agents and/or its related bodies corporate. 
 
Bloomberg Finance L.P. and its affiliates (collectively, ‘Bloomberg’) do not approve or endorse any information 
included in this publication and disclaim all liability for any loss or damage of any kind arising out of the use of all or 
any part of any such information. 
 
 
 
 
 


