Welcome to the March 2017 Edition of the Martin Bros Monitor.
In this edition of the Martin Bros Monitor:

•

A Trump Kind of 2017 - the Scorecard so far...

•

Super Changes

•

ASX Market Hours - Easter & ANZAC Day

A Trump Kind of 2017 - the Scorecard so far...
The Trump inauguration came and went without even a whisker of equity market volatility. Bonds on the
other hand continued to sell off (yields increasing) since his election win. It is likely that this sell off (in
bonds) has been at least partly responsible for the equity market strength as wholesale investors roll out
of bond funds and into equity funds.
The extent of the markets gradual rise and lack of volatility is evidenced by historical average daily
trading ranges. Until last week, equity markets had traded for over four months without a 1% daily fall on
any given day. This had not occurred since before 2006. Benign volatility like this is not normal for equity
markets. Although we have now had one daily fall of over 1%, if we are to return to a more normal equity
market, there will be several more of these this year.
At present the markets in the US, and hence globally, have rallied on the back of Trump’s fiscal policies
(tax cuts and infrastructure spending) leading to increased earnings and his promise to remove red tape
(for banks in particular). The 1% fall mentioned above was on the back of President Trump’s failure to
pass the repealing of Obama Care. The markets were very briefly concerned with the flow on effect of
this and his ability to pass the intended tax cuts and regulatory changes. In reality, abolishing of Obama

Care was never likely to pass the Senate, but it may well lead to further concern over the more
economically important fiscal changes he has proposed.
The equity markets are in the midst of the seasonally strong March / April period. May and June are
historically some of the weakest months on equity markets. If we head towards May at these levels or
higher on global equity markets, then a reasonable sell off (5-10%) will be looming. Trump’s tax cuts,
infrastructure spending and regulatory changes will take months to get passed, if at all without
amendment. Equity markets being what they are, will become nervous and impatient at some stage.
Any sell off in the middle of the year should present a buying opportunity. In our last edition of Martin Bros
Monitor, we wrote:
“Beyond the potential for volatility in the first part of next year, we believe that if the Republican Party in
the US (Trump as President but he really won’t be responsible for the economic planning) can do what
they have promised, then equity markets will like this, and will rally in anticipation of the boost to GDP
(economic growth). Bonds will be further sold off and some of this money will flow into equities seeking a
new home.”
We can not say what the final passage of fiscal and regulatory changes will be, but we believe there will
be some positive (economic) legislation passed. Estimates are that this will raise US GDP by at least
0.5%. In the world’s largest economy, 0.5% translates into a significant amount of money. In the US,
unemployment is at 4.7% and business confidence is at decade highs. Any increased productivity will
lead to higher wages growth, inflation, interest rates and corporate earnings. The latter being the ultimate
driver of equity prices, once all the short term noise, positive or negative, is stripped away.

Super Changes
Legislation to introduce the superannuation reforms announced during the 2016 Federal Budget has now
been passed.
A summary of the reforms and when each measure will take effect from is provided in the table below.
We will continue to contact those who are effected by the changes prior to 30 June, however if you have
any queries, please don't hesitate to contact us.

ASX Market Hours - Easter & ANZAC Day
Please note the amended ASX trading hours below over the upcoming public holidays in April. Members
of the Martin Bros. Team will be available each day the market is open.

•

Thursday 13th April - Normal Trading (Easter Thursday)

•

Friday 14th April - Market & Office closed (Good Friday)

•

Monday 17th April - Market & Office closed (Easter Monday)

•

Tuesday 18th April to Monday 24th April - Normal Trading

•

Tuesday 25th April - Market & Office closed (ANZAC Day)

•

Wednesday 26th April - Market returns to normal trading hours
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financial situation or needs. Before acting on the advice, you should consider its appropriateness or discuss
with one of our investment advisors. Personal information held by Morgans Financial Ltd may have been used
to enable you to receive this publication. If you do not wish your personal information to be used for this
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