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Market commentary

Global stocks overall produced a small negative
return for the month of May, but there was material
divergence in performance across regions and
sectors. Volatility in markets was impacted by
economic developments, expectations of future
interest rate changes and news linked to the US
debt ceiling.

Some measures of economic activity point to more
resilience in the US economy. March quarter GDP
growth was revised upwards and labour market
data released for April showed stronger than
expected jobs growth.

The US debt ceiling is law that limits the total
amount of money the Government can borrow.
Historically Congress has raised or suspended the
limit as needed but there is heightened political
uncertainty. If an agreement is not reached the US
may default on its debt which could cause major
economic damage. As the debt ceiling was forecast
to be reached in June, progress on negotiations
influenced financial market movements in May.
Market sentiment turned more optimistic late in the
month as a deal to suspend the debt ceiling until
2025 was agreed and the US stock market
produced a small positive return for the month.
Technology stocks continued to produce strong
positive returns during the month, boosted by
expectations of growth related to artificial
intelligence (Al) developments.

In Europe, the economic news was less positive as
the latest Eurozone purchasing managers’ index
(PMI) manufacturing survey fell to its recent lowest
level. Europe and UK equities had negative returns
in May. While Japan, was a stand out market,
posting a large positive return in the month. GDP
growth in Japan is solid and after a long
deflationary period, an increase in inflation is
viewed more positively.

The Australian stock market lost value in May.
Resources stocks were down as commodity prices
fell across energy and industrial commodities,
including key Australian exports, iron ore and coal.

Emerging markets equities were negative in May,
in particularly Chinese equities produced material
negative returns. China is experiencing deflationary

v .
“Frontier

Advisors

pressures, which signal weak demand momentum
and the ailing property sector recorded a sharp
decline in new home sales.

Inflation is moderating at varying speeds across
markets. However, tight labour market conditions
and high nominal wage growth maintains
inflationary pressures and the market pricing is for
further interest rate rises. In particular, core
inflation remains stubbornly high in Europe and UK.
In Australia, the latest inflation data increased
slightly. Housing supply shortfall from an
immigration-led surge in demand continues to drive
up rental inflation, impacting the likelihood of the
RBA ending rate hikes.

Government bond yields rose in May following
expectations for further rate tightening. Global
government bonds produced a negative return due
to yields rising, with Australian government bonds a
relatively larger negative return, with yields rising
more materially over the month.

The Australian Dollar was slightly lower against the
US Dollar and the British Pound but appreciated
against the Japanese Yen and Euro. Movements in
currencies reflecting differences in relative
economic outlooks, inflation conditions and
expected future interest rate movements.

Listed property and infrastructure produced
negative returns in May as bond yields rose and
risk sentiment was volatile.
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Details of the indices are in the table on the next page
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May 2023

Australian Equities

Index Value  Month 3 Months  FYTD 1 Year 5Yrpa.

@ S&P/ASX 300 Accum. Index 7,048 -2.5% -1.0% 12.4% 2.4% 7.4%
'°~ S&P/ASX 300 Accum. Industrials Index 10,532 -2.0% -0.8% 10.8% 1.8% 6.2%
® S&P/ASX 300 Accum. Resources Index 5,753 -3.9% -1.5% 16.9% 4.0% 11.6%

ASX Small Caps Accum. Index 2,802 -3.3% -1.3% 8.4% -5.8% 2.5%

vammt International Equities

@ MSCI World Index ($A) 4,847 1.1% 8.2% 18.7% 13.1% 11.2%

‘Q‘ MSCI World Index (Hedged $A) 3,846 -0.3% 3.8% 10.4% 1.5% 7.2%

® MSCI Emerging Markets Index ($A) 1,069 0.4% 4.4% 4.2% 1.4% 2.5%

MSCI World ex-Aus Small Cap Index ($A) 578 -0.7% -1.4% 12.9% 6.4% 6.4%
US (S&P 500 Index in USD)* 4,180 0.2% 5.3% 10.4% 1.2% 9.1%
US Tech (NASDAQ Index in USD)* 12,935 5.8% 12.9% 17.3% 7.1% 1.7%
United Kingdom (FTSE 100 Index in GBP)* 7,446 -5.4% -5.5% 3.9% -2.1% -0.6%
Japan (Nikkei 225 Index in JPY)* 30,888 7.0% 12.5% 17.0% 13.2% 6.8%
Europe (Stoxx 50 Index in EUR)* 4,218 -3.2% -0.5% 22.1% 11.3% 4.4%
China (Shanghai Composite Index in CNY)* 3,205 -3.6% -2.3% -5.7% 0.6% 0.7%
AUD versus ...

ee usD 0.65 1.7% -3.5% 5.7% -9.6% -3.0%

99 JPY 90.56 1.5% -1.2% -3.6% -1.5% 1.9%
GBP 0.52 -1.2% -6.2% -71.6% -8.1% -1.6%
EUR 0.61 1.2% -4.4% -71.8% -9.2% -1.3%
Real Assets

ﬁ ASX 300 Listed Property Trusts Accum. Index 1,384 -1.8% -3.8% 7.6% -3.6% 4.4%
FTSE EPRA / NAREIT Dev. Index (Hedged $A) 1,400 -3.8% 5.7% -8.5% -15.7% -0.7%
MSCI Australia Infrastructure 1,301 -3.2% -0.2% 5.9% 3.9% 7.0%
FTSE Global Core Infra 50/50 Index (Hedged $A) 2,283 -4.6% -0.2% -4.0% -8.8% 5.4%
Oil and Commodities

Crude Qil (US$/bbl) 68.1 -11.3% -11.5% -36.8% -40.6% 0.3%
Copper Spot (US$/tonne) 8,070 -5.9% -9.8% -2.2% -14.6% 3.4%
Gold Spot (US$/ounce) 1,971 -1.0% 8.0% 9.1% 6.8% 8.6%
Australian Fixed Interest

/N
@ Bloomberg AusBond Composite Index 9,715 -1.0% 21% 3.3% 1.7% 1.0%
Bloomberg AusBond Government Index 10,032 -1.2% 21% 2.9% 1.6% 0.9%

Bloomberg AusBond Corporate Index 10,529 -0.4% 1.8% 4.5% 3.1% 1.9%
Bloomberg AusBond Bank Bill Index 9,263 0.3% 0.9% 2.6% 2.6% 1.1%
Global Fixed Interest
Bloomberg Global Gov. Bond Index (Hedge $A) 340 -0.4% 2.2% -1.3% -2.5% 0.2%
Bloomberg Global Agg. Bond Index (Hedge $A) 982 -0.5% 2.0% -1.0% -2.6% 0.2%
Fixed Income (yields) as at ... May 2023  Apr2023 Feb 2023 Jun 2022 May 2022 May 2018
Australia Bank Bill 3.84 3.61 3.38 1.14 0.55 1.86
Australia 10-Year Government Bond 3.60 3.39 3.87 3.69 3.35 2.67
US 10-Year Government Bond 3.63 3.43 3.91 297 2.84 2.82
UK 10-Year Government Bond 418 3.72 3.82 2.24 210 1.23
Germany 10-Year Government Bond 227 2.32 2.63 1.37 113 0.34
Japan 10-Year Government Bond 0.43 0.38 0.50 0.23 0.24 0.04
*Price Index
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Asset class yields relative to history

Current yields (equities earnings)
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Relative yields (vs bond or cash yield)
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Asset class long-term returns

Rolling 10 year returns major asset classes (% p.a.)
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Rolling 10 year returns minor asset classes (% p.a.)

20%
15%
10%
5%
0%

1995 2000 2005 2010 2015 2020

—— MSCI EM (LC) HY Bond — G-REIT Listed Infra
— | 0ans

Source: Refinitiv Datastream

;Fro ntier May Monthly Market Snapshot

Advisors

5




Asset class long-term returns

Cumulative values since 1 Jan 96 ($100 reinvested)
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Frontier does not warrant the accuracy of any information or projectionsin this pape.md does not undertake to
publish any new information that may become available. While this information is believed to be reliable, no
responsibility for errors or omissions is accepted by Frontier or any director or employee of the company.

The advice in this paper does not take into account investors’ particular objectives, financial situation or needs.
Investors should consider the appropriateness of the contents of this paper in light of these matters and seek
individual advice prior to taking action on any of the issues raised in this paper or making any investment
decisions. Investors should obtain and read the applicable Product Disclosure or Information Statement before
making a decision on acquiring any financial products. Frontier Advisors Rty Ltd does not prévide taxation advice,.:
and investors should seek their own independent taxation advice from a registered tax agent.

ACN 074 287 406 AFS Licence No. 241266 459 © Frontier Advisors
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