July 2016
July is here along with the start of a new financial year, but this is not the only new
beginning investors are taking stock of. The surprise British exit – or Brexit – from the
European Union capped off a month and a year characterised by volatility and uncertainty.
We also don’t have a clear winner after the weekend election, with less than 80 per cent of
the votes counted so far. Counting - including postal and absentee votes resume Tuesday
and we will need to wait some days, at the very least, before we know the outcome in every
seat.
Global currency and equity markets tumbled in the aftermath of the Brexit vote on June
23 as investors flocked to safe haven assets. Australia was not immune, with the ASX 200
finishing the year down around 6 per cent and the Australian dollar down 3 per cent against
the US dollar at around US74c. Prices of oil and iron ore bounced around but finished
the year down about 20 per cent as global growth stalled. Money flowed into gold, which
surged above US$1300 an ounce, and bonds. As a result, Australian government 10-year
bond yields fell below 2 per cent.
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It wasn’t all bad news though. Australia grew at a solid 3.1 per cent, the cash rate is at a
low 1.75 per cent, inflation and unemployment are low and residential property rose an
average of 10 per cent across capital cities. Consumer confidence reached a two-anda-half- year high before falling in the final week due to uncertainty surrounding a Brexit. The
ANZ/Roy Morgan consumer confidence rating fell 1.7 per cent in the week to June 26 to
116.8.
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