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Data source: Bloomberg & Financial Express. Returns greater than one year are annualised.
Commentary regarding equity indices below references performance without including the effects of currency (unless specifically stated).
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Australian equities

The Australian share market finished May 2022 with the
S&P/ASX 200 falling sharply by -2.6% and ten out of
eleven sectors finishing lower. Specifically, the Materials
sector was the only positive finisher for the month
(+0.1%). The Property (-8.7%) and Information
Technology (-8.7%) sectors led the sell-off as persistently
higher inflationary figures, geopolitical tensions and
tapering fears supressed equities.
The Materials sector outperformance was primarily
driven by the Ukraine and Russia geopolitical situation
given the significant disruption to supply within
commodity markets. The Property sector suffered heavy
losses as investors evaluated the commencement of the
tightening monetary policy for the first time in over a
decade. Likewise, the rout in the Information
Technology sector continued as rising interest rates
worldwide and potential recessionary fears subdued
growth stocks. Overall, the sharp decline was triggered
by a mixture of elevated inflationary figures arising
from the ongoing Ukrainian conflict, Chinese
lockdowns, and the ensuing monetary policy response
from central banks worldwide.

on a total return basis YTD to 31 May. Global REITs
outperformed the local REITs index, albeit still
experiencing a drawdown of -4.5% during the month.
Domestically, infrastructure (represented by the
S&P/ASX Infrastructure Index) has continued its
divergence from A-REITs, returning 1.2% in May and
16.9% YTD. A large driving force behind the divergence
may be explained by the high levels of financial
leverage common across the REITs sector.
On the A-REIT corporate front, green was the theme of
the month, with Goodman Group (ASX: GMG) pricing
US$500m of sustainability-linked bonds and Vicinity
Centres (ASX: VCX) announcing its inaugural Green
Bond, issuing $300m of six-year AUD-denominated
medium-term notes.

In May, all factors finished negatively with Equal
Weight (-5.3%) and Shareholder Yield (-5.1%) being the
biggest laggards. Enhanced Value (+8.4%) and Value
(5.0%) are the top year-to-date performers. Similarly,
Enhanced Value (17.3%) is the leading factor over the
past twelve months.

Growth continued to slow across the residential
domestic property market during May, with Sydney,
Melbourne, and Canberra all returning negative returns
of -0.1%, -0.7% and -0.1%, respectively. Adelaide
experienced the largest increase of 1.8% for the month.
The 5 capital city aggregate changed by -0.4% MoM.
(CoreLogic)

Global equities

Fixed income

Downward velocity in global markets tempered over
the month of May as the war in Ukraine endures,
inflation continues to escalate and Covid restrictions in
China persist. Developed markets marginally fell by 0.8% by month end, Global small caps didn’t fare as
well as their large cap counterparts closing with a -1.5%
loss. Emerging markets performed similarly to the
previous period falling by -0.5%, whereas Asian markets
posted a modest gain of 0.2%.
Investor sentiment continues to be challenged by
geopolitical risk and inflation pressures as central banks
contemplate the pace and quantum of rate rises required
to stem the tide of rising costs of living. Value and
growth factors were the best performers over the month
returning 2.5% and 0.9% respectively, whilst quality and
momentum factors lagged returning -1.5% and -0.4%
respectively according to MSCI ACWI Single Factor
Indices reported in local currency terms.
Property
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Local and Global REITs sold off during May.
Domestically, the A-REITS Index (represented by the
S&P/ASX 200 A-REIT Accumulation Index) ended the
month -8.7% lower, the second worst monthly
performance since May 2020, with January of this year
taking first prize (-9.5%). The Index has returned -14.7%

The past month has seen a continued rise in bond yields,
following The Reserve Bank of Australia raising the
cash rate on May 3rd by 25bps to a 0.35% cash rate. With
higher yields across the curve, combined with the
outlook of risks to growth, bonds are again beginning to
show some of the benefits of diversification in a
portfolio. Since the start of May, Australian 2 Year
Government Bonds have increased by 2bps while
Australian 10 Year Government Bonds rose by 22bps as
at the end of the month. Credit spreads continue to
widen throughout May, resulting in the Bloomberg
AusBond Composite 0+ Yr Index returning -0.9% this
month, and YTD performance remains poor at -8.8%.
Globally, tightening cycles continue in an attempt to
control inflation. While the US Federal Reserve has not
raised rates since the +50bps movement on May 4th,
meeting minutes show that the Federal Reserve has
made strong commitments to another 50bps move in
June and July. US 90 Day T-Bills and US 10 Year Bonds
remained steady since last month at 0.8% and 2.3%
respectively.
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ASX 200 share movements
S&P/ASX 200 performance for the month to May 2022

Worst performers

Best performers
POLYNOVO LTD

30.00%

NOVONIX LTD

-21.80%

ALLKEM LTD

11.92%

AVZ MINERALS LTD

-21.21%

CODAN LTD/AUSTRALIA

10.83%

CSR LTD

-21.04%

AMCOR PLC

9.47%

CENTURIA CAPITAL GROUP

-20.71%

MINERAL RESOURCES LTD

9.07%

CITY CHIC COLLECTIVE LTD

-20.40%

S&P/ASX 200 performance for the year to May 2022
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Best performers

Worst performers

AVZ MINERALS LTD

420.00%

ZIP CO LTD

WHITEHAVEN COAL LTD

243.88%

POINTSBET HOLDINGS LTD

-76.08%

LIONTOWN RESOURCES LTD

164.78%

TYRO PAYMENTS LTD

-72.32%

PILBARA MINERALS LTD

138.87%

MAGELLAN FINANCIAL GROUP LTD

-64.54%

ALLKEM LTD

107.73%

PLATINUM ASSET MANAGEMENT LTD

-57.40%
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Economic News
Australia

The RBA raised the cash rate to 0.35% in May, the first
increase in 10 years, amid rising inflation. GDP grew by
0.8% in 1Q22, above the 0.7% expected, with year over
year GDP falling from 4.2% to 3.3%.
The unemployment rate fell to 3.9% in April, matching
expectations and coming amid a steady recovery from
the pandemic. Retail sales increased by 0.9% in April,
bringing the annual increase to 9.7%.
The Westpac-Melbourne Institute Index of Consumer
Sentiment fell 5.6% in May, down for the sixth month in
a row amid surging prices and the prospect of faster
interest rate hikes. The NAB Business Survey for April
dropped 6 points to 10, led by the easing of confidence
in the transport and utilities, recreation and finance
sectors.
The S&P Global Composite PMI declined to 52.9 in May,
with both manufacturing and service output weakening,
with manufacturing output hampered by supply chain
constraints.
The trade surplus increased to $10.5 billion in April,
beating market forecasts of $9.3 billion, as exports rose
and imports declined.
Global

Global Covid-19 cases continue to rise with numbers
surpassing 526 million cases and 11.8 billion vaccine
doses administered as at the end of May. Continuing
lockdowns in China, notably in Shanghai, have had an
ongoing impact on global supply chains, especially in
the electronics sector. The war in Ukraine continues to
put pressure on global food supplies, with an estimated
80 million people on East Africa facing starvation as
grain and cooking oil remain stuck in Ukraine and
Russia. Increasing cost of living concerns are impacting
consumer sentiment in most developed area, especially
in the USA and UK.

The trade deficit contracted to US$87.1 billion in April,
below the US$90.2 billion expected.
The annual inflation rate in the Euro area rose to 8.1% in
May, well above the anticipated 7.7% and largely driven
by very high energy prices.
Consumer confidence increased 0.9 points to -21.1 in
May as expectations about future financial positions
saw some relief.
Retail sales fell 1.3% in April, against market
expectations of a 0.4% increase. Rising prices of food,
drinks and tobacco pushed the annual rate to +3.90%,
which is below the market forecasts of 5.4%.
Unemployment was remained at 6.8% in April and in
line with market expectations.
The S&P Global Composite PMI fell to a four month low
of 54.8 in May, a result of softer service sector expansion
amid signs that the post lockdown rebound is losing
strength.
PPI rose to 1.2% in April, while the annual rate
increased 37.2%, below the anticipated 38.5%.
In the UK, GDP decreased by 0.1% in March, with the
last 3 months coming in at +0.8%. Inflation rose 2.5% in
April, below the 2.6% expected, with the annual
inflation rate rising to 9.0%.
The unemployment rate fell slightly to 3.7% in March, in
line with expectations.
Consumer confidence fell to -40 in May amid growing
concerns over the cost of living.
Retail sales unexpectedly rose 1.4% in April, well above
the market forecast of a 0.2% fall, with the annual rate
coming in at -4.9%, above the forecasted -7.2%.

The US Federal Reserve has raised rates by 0.5%, the
most aggressive interest rate increase in over 20 years, in
response to the high inflation rate. The Fed also flagged
that more 50 bps increases are likely to be implemented
in the coming months.

The PMI composite index came in at 53.1 in May, above
the 51.8 expected, while the services index came in at
53.4 in May, above the 51.8 expected.

Inflation rose 0.3% on April, above the anticipated 0.2%,
with the annual rate falling to 8.3% as the impact of
rising interest rates start flowing through. Consumer
sentiment dropped to 58.4 in May, the lowest figure
since August 2011 and below the expected 59.1.

CPI came in at 0.4% in April, with annual rate
increasing to 2.1%, above the expected 1.9% increase.

Non-farm payrolls added 390,000 jobs in May, the
lowest level in a year but above the forecast 325,000. The
unemployment rate was unchanged at 3.6% in May.
Personal incomes grew 0.4% in April, which is below
the anticipated 0.5%.
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Annual retail sales grew 8.20% in April as consumers
continue to spend, despite high levels of inflation. The
S&P Global Composite PMI dropped to 53.6 in May,
amid higher selling prices and supply chain disruption.
PPI increased 0.5% in April which was in line with
expectations, with the annual rate rising to 11%.

PPI grew 2.3% in April bringing the annual rate to
14.0%.

The unemployment rate rose to 6.1% in May, amid
prolonged COVID-19 restrictions following widespread
outbreaks in some key cities.
The Caixin Composite PMI rose to 42.2 in May from
April's 26-month low of 27.2, amid easing of COVID-19
curbs in Beijing. The Manufacturing PMI l came in at
48.1 in May, slightly above the anticipated 48.
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Annual industrial production fell by 2.69% in April,
missing the forecast 0.4% gain as widening COVID-19
lockdown measures snarled supply chains and
paralysed distribution.
Annual retail sales came in at -11.1% in April,
significantly below the -6.2% expected and the -3.5% in
March.
China’s trade surplus widened sharply to US$79.76
billion in May, far above market forecasts of US$58
billion.
Shanghai remained under strict lockdown in May,
continuing the squeeze on global supply chains, but the
lock down is due to lift on June 1.
The Bank of Japan said country’s economy is projected
to grow more slowly, amid headwinds from a
resurgence in COVID-19 cases and a rise in commodity
prices due to the situation in Ukraine. Japan's annual
inflation rate rose to 2.5% in April, marking the eighth
month in row of increases, with food prices rising at the
fastest pace in 7 years.
Japan’s unemployment rate dropped 10bps to 2.5% in
April, ahead of the anticipated 2.6%. Japanese consumer
confidence rose to 34.1 in May, above the anticipated
33.5. Retail sales increased 0.8 % in April, with the
annual rate rising 2.9%, exceeding the anticipated 2.6%.
The Composite PMI came in at 52.3 in May, with the
PMI Services coming in at 52.6 in, the second straight
month of expansion in services activity, notably in the
tourism sector.
Japan remains closed to most international visitors but
will open to limited tour groups from June 10.
Currencies
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The Australian dollar regained lost ground over the
month of May, closing 1.8% higher relative to the
greenback but weakened in trade-weighted terms
closing -0.8% lower by month end. The dollar reached
its lowest level in two years by mid-month, as
indications of a slowdown in China mounted and fears
of a global recession surfaced. Despite these headwinds,
the RBA have provided support to the AUD with rate
rises in excess of consensus estimates.
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Important notice: This document is published by Lonsec
Research Pty Ltd ABN 11 151 658 561, AFSL No.421445
(Lonsec). Please read the following before making any
investment decision about any financial product mentioned in
this document.
Disclosure at the date of publication: Lonsec receives a fee from
the fund manager or product issuer(s) for researching the
financial product(s) set out in this document, using
comprehensive and objective criteria. Lonsec may also receive a
fee from the fund manager or product issuer(s) for subscribing
to research content and other Lonsec services. Lonsec’s fee is
not linked to the rating(s) outcome.
Lonsec does not hold the product(s) referred to in this
document. Lonsec’s representatives and/or their associates may
hold the product(s) referred to in this document, but details of
these holdings are not known to the Analyst(s).
Disclosure of Investment Consulting services: Lonsec receives
fees for providing investment consulting advice to clients,
which includes model portfolios, approved product lists and
other financial advice and may receive fees from this fund
manager or product issuer for providing investment consulting
services. The investment consulting services are carried out
under separate arrangements and processes to the research
process adopted for the review of this financial product.
For an explanation of the process by which Lonsec manages
conflicts of interest please refer to the Conflicts of Interest
Policy which is found at:
http://www.lonsec.com.au/aspx/IndexedDocs/general/LonsecR
esearchConflictsofInterestPolicy.pdf

Disclaimer: This document is for the exclusive use of the
person to whom it is provided by Lonsec and must not be used
or relied upon by any other person. No representation,
warranty or undertaking is given or made in relation to the
accuracy or completeness of the information presented in this
document, which is drawn from public information not
verified by Lonsec. Financial conclusions, ratings and advice
are reasonably held at the time of completion but subject to
change without notice. Lonsec assumes no obligation to update
this document following publication. Except for any liability
which cannot be excluded, Lonsec, its directors, officers,
employees and agents disclaim all liability for any error or
inaccuracy in, misstatement or omission from, this document
or any loss or damage suffered by the reader or any other
person as a consequence of relying upon it.
Copyright © 2022 Lonsec Research Pty Ltd (ABN 11 151 658
561, AFSL No. 421445) (Lonsec). This report is subject to
copyright of Lonsec. Except for the temporary copy held in a
computer's cache and a single permanent copy for your
personal reference or other than as permitted under the
Copyright Act 1968 (Cth), no part of this report may, in any
form or by any means (electronic, mechanical, micro-copying,
photocopying, recording or otherwise), be reproduced, stored
or transmitted without the prior written permission of Lonsec.
This report may also contain third party supplied material that
is subject to copyright. Any such material is the intellectual
property of that third party or its content providers. The same
restrictions applying above to Lonsec copyrighted material,
applies to such third party content.

Warnings: Past performance is not a reliable indicator of future
performance. Any express or implied rating or advice
presented in this document is a “class service” (as defined in
the Financial Advisers Act 2008 (NZ)) or limited to “General
Advice” (as defined in the Corporations Act 2001(Cth)) and
based solely on consideration of the investment merits of the
financial product(s) alone, without taking into account the
investment objectives, financial situation and particular needs
(‘financial circumstances’) of any particular person. It is not a
“personalised service” (as defined in the Financial Advisers Act
2008 (NZ)) and does not constitute a recommendation to
purchase, redeem or sell the relevant financial product(s).
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Before making an investment decision based on the rating(s) or
advice, the reader must consider whether it is personally
appropriate in light of his or her financial circumstances or
should seek independent financial advice on its
appropriateness. If our advice relates to the acquisition or
possible acquisition of particular financial product(s), the
reader should obtain and consider the Investment Statement or
Product Disclosure Statement for each financial product before
making any decision about whether to acquire a financial
product. Lonsec’s research process relies upon the participation
of the fund manager or product issuer(s). Should the fund
manager or product issuer(s) no longer be an active participant
in Lonsec’s research process, Lonsec reserves the right to
withdraw the document at any time and discontinue future
coverage of the financial product(s).
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