
 

May 2019 — Over the Horizon Market Commentary by David Offer 
 

May 2019 will be the month most Australian share investors ‘dodged a bullet’, thanks to the surprise Coalition win in the 
Federal Election; the outcome of which must surely be the greatest political upset in living memory.  With franking 
credits once again safe for investors and, aided by a 0.25% interest rate cut in official interest rates by the Reserve Bank 
of Australia, the Australian share market reacted positively to the unexpected outcome; rising 2.7% since the election.  In 
particular, fully franked shares and other yield orientated investments have rallied strongly.  
 
This recent uptick in the market has resulted in the Australian share market up 5.4% for the year to date and, with the 
inclusion of dividends, total returns for the year thus far have been a respectable 9.7%. 
 
As was discussed in last month’s letter, it is worth noting that much of the returns generated this year have been by our 
largest companies listed by value.  We suspect that this strength may be due to the sheer ‘weight of money’ as fund 
managers buy the market rather than the future growth prospects of the underlying businesses.  This could be 
attributable to broad asset class rotation into shares as they become relatively more attractive due to less political 
uncertainty, and in the face of falling investment returns elsewhere due to lower interest rates.   
 
However, it is worth nothing that the headline strength in our share market, as underwritten by our largest listed 
companies, has masked a much higher level of underlying volatility.  There are many Australian businesses that have 
found 2019 to be a difficult year, both operationally and even more so for underlying share price performance.   
 
Examples here of ASX 100 shares include Challenger, Link, Mineral Resources, Nufarm, Lend Lease, Origin, CYBG Group 
(Clydesdale Bank) and Boral.  They all have specific reasons for being sold down but the question is whether they have 
been oversold.  (One reason for possible excess short term weakness could relate to pre June 30 tax loss selling.)  More 
importantly, do these shares have grounds to recover strongly in value over a 2 – 3-year period? As highlighted in the 
research attached behind each link, each Company does have an opportunity for improved future profitability. If 
achieved, this should translate to a recovery in underlying share price. 
 
In the lead up to the Federal Election, with Labor looking set to be elected, our office had many conversations with 
clients discussing strategies to counter Labor’s proposed adverse franking credit policy; particularly within Self-Managed 
Superannuation Funds (SMSF).  In doing so, a number of broader themes emerged relating to how SMSFs could be used 
as part of broader family structure so that the children of existing SMSF members could also share in the benefits that 
SMSFs have to offer.   
 
While the urgency of needing to take radical action to preserve the benefit of franking credits received within SMSFs has 
thankfully passed, based on feedback we have received, we feel there is significant benefit in making you aware of these 
themes and to this end we will be holding a seminar to help increase awareness. 
 
The topics that will be covered include; 
 

 Helping your children to save tax and accumulate wealth 
 How to use your SMSF fund for family succession planning 
 What to do when running a SMSF feels like a burden 
 Estate planning considerations 
 Alternative SMSF Investments 

 



 

The seminar details are as follows; 
 
Date  26 June 2019  
Time  3.30 pm (duration 1 hour) 
Location Vat 2 Restaurant (downstairs from the Horizon Office) 
RSVP by Close of business Monday 24th June 2019 
 
We are fortunate to have Paul Lander from Lander Lawyers attending. Paul will highlight the key points in putting 
together a Will and associated estate documents.  If you wish to attend, please RSVP to Stefany Grant on 08 9791 9188 
or stefany.grant@horizonis.com.au before close of business Monday 24th June 2019.  We hope to see you there. 
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