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Market & Economic Commentary 

1

August was eventful for markets, characterised by an early and vicious sell-off but ending at or close to all-time highs. After the S&P
500 reached its 38th all-time high in July (marking a 19% calendar year-to-date return), it saw a strong pullback in early August. The
whiplash was short-lived, however, as stocks quickly recovered and at month end were once again touching new record highs.
Outside of stocks, the most important news of the month for investors was that the US Federal Reserve (Fed) was preparing to cut
rates and is almost certain to do so in September. Fortunately, the correction in Australia was less severe than in the US, and nothing
like the surprising crash in Japan. 
 
The sell-off was triggered by the US July labour market report, which missed expectations, pushing the unemployment rate to 4.3%
and triggering the "Sahm Rule," often linked to recessions. Global risk assets suffered in the days following the release, and the
unwind of the yen carry trade and news that Warren Buffett had sold half his Apple holdings, further exacerbated the moves. 
 
The CBOE Volatility Index (VIX) spiked over 60, levels seen during the COVID-19 pandemic and the Global Financial Crisis. Stocks fell
worldwide while bonds and gold rallied. However, within a week, investors bought back in, capitalising on the pullback. The S&P 500
is on track for its best earnings season since Q1 2022, with profits up 12% year-over-year. 
 
Most importantly, the Fed signalled imminent rate cuts. Fed Chair Jerome Powell indicated at Jackson Hole that “The time has come
for policy to adjust” which should boost the economy and labour market. 
 
US indexes ended August higher, with the S&P 500 up 2.28%, the Dow Jones up 1.76%, and Nasdaq up 3.30%. The ASX 200 was flat in
the month but remains 10.7% higher year-over-year. Japan's Nikkei fell as did China's Shanghai index. 
 
US and global bond yields rose slightly. The AUD increased from USD 0.6492 to just below USD 0.6800. Resources were mixed, with
gold hitting new highs while oil and iron ore weakened. 
 
Gold 

When interest rates decrease, gold typically increases in value. This trend is influenced by several key factors: 
Opportunity cost: high interest rates make interest-bearing assets like bonds, term deposits, and savings accounts more
attractive. When rates drop, the appeal of these assets diminishes, making gold more attractive. 
Inflation expectations: gold serves as a hedge against inflation. When inflation is expected to rise, investors often turn to gold to
preserve their purchasing power. 
Currency strength: gold is priced in US dollars. A weakening USD generally benefits gold prices, as it becomes cheaper for holders
of other currencies. 
Geopolitical risks: gold has been a store of value for thousands of years. During times of heightened geopolitical tensions,
investors tend to flock to gold as a safe haven. 

 
Australia 

Reserve Bank of Australia (RBA) Governor Michelle Bullock reiterated that it is "premature to be thinking about rate cuts" with
inflation still high, though she acknowledged that "circumstances may change." The RBA is expected to begin a gradual easing cycle
in February unless the labour market deteriorates. On the outlook for rates, Governor Bullock noted "financial markets are still
pricing in a rate cut by the end of the year.” Though, it is premature to be thinking about rate cuts. Inflation is still too high and, in
underlying terms, is not expected to be back in the top of the band until the end of next year. “But based on what the Board knows at
present, it does not expect that it will be in a position to cut rates in the near term." 
 
The Australian reporting season ended with "lackluster" results. According to FNArena, 36% of companies missed analyst
expectations, 30% exceeded, and 34% were in line. Unsurprisingly, downgrades outpaced upgrades, with growth expectations for
FY25 falling from 5% to 3%. Costs, particularly labour and inputs, remain a key concern. Banks performed well, though valuations
may be stretched. 
 
Summing up, there is a tendency for election years in the US to see seasonal weakness from September through to November
(especially when the election is on a knife-edge). Positive sentiment is stretched, valuations are high, geopolitical/economy risks
elevated, and uncertainty around policy and politics as election time approaches – all suggest a cautious and defensive stance is
sensible. That said, with the Fed confirming rate cuts are coming and everyone expecting a string of rate cuts ahead, the soft landing
we have written about previously, appears to have been achieved. 



*Due to rounding, the sum of the capital and income return figures may not add up to the portfolio return figure.

1 m 3 m 6 m 1 y p.a 3 y p.a Inception p.a

Portfolio Return -0.1% 5.3% 6.3% 10.4% 3.3% 7.0%

Capital Return -0.5% 4.8% 4.6% 7.0% -0.4% 3.7%

Income Return 0.4% 0.5% 1.7% 3.4% 3.7% 3.4%

Sharpe Ratio - - - 0.58 0.05 0.35

Sterling Australian Equities Index 0.5% 5.7% 7.0% 14.9% 6.7% 8.9%

Difference -0.6% -0.4% -0.6% -4.5% -3.4% -1.8%

Number of Individual Holdings (excluding cash): 25

Portfolio Performance* (31/08/2024)

Inception Date SMA Model Code Portfolio Objective Benchmark

20th October 2017 SROO14
Deliver strong risk-adjusted

total returns
Australian Equities Index  

1 Sterling Clime Australian Equity Index is S&P/ASX 200 Accumulation Index 

Portfolio Snapshot



Portfolio Commentary 
TThe Sterling Clime Australian Equities Growth portfolio returned -0.1% for the month of August, underperforming its benchmark
which returned 0.5%. The key drivers of portfolio performance and major portfolio changes are outlined in the tables below. 

Positive Attributors Comment

Resmed Inc CHESS
Depositary Interests on a
ratio of 10 CDIs per ord.sh
(RMD.ASX)

RMD's strong performance in August was driven by earnings upgrades from the rollout of the new AirSense 11,
the absence of immediate competition from Philips in the US and improved narrative of the impacts of GLP-1
drugs on sleep apnea. We retain conviction in RMD's market position and the company's ability to deliver high-
quality medical devices to those suffering respiratory conditions.

Westpac Banking
Corporation (WBC.ASX)

WBC contributed positively to performance in August, driven by a solid 3Q24 result. While revenue was slightly
softer due to weaker Markets & Treasury income, this was more than offset by lower-than-expected credit
impairments and stable net interest margins (NIM), which exceeded market expectations. Core NIM improved
slightly, highlighting WBC’s operational resilience. Although there are emerging concerns around asset quality,
the bank's strong capital position and cost management provide confidence in its ability to navigate near-term
challenges. Consensus forecasts have seen solid upgrades since the result, reflecting the market's renewed
confidence in WBC's competitive position.

Negative Attributors Comment

NIB Holdings Ltd (NHF.ASX)

NIB Holdings detracted from the porfolio in August, following a softer-than-expected FY24 result. The main
areas of weakness were higher resident health insurance claims, which have rebounded more quickly than
anticipated, and concerns around the growth outlook for FY25. Margins for the 2H24 were notably pressured,
falling back to 6-7%, and claims inflation remains elevated at 6.6%, outpacing premium increases. Additionally,
the upcoming CEO change added to uncertainty. Despite these challenges, we remain confident in NIB’s long-
term growth, particularly in its international insurance and NDIS divisions - noting the risk/reward proposition
remains strong.

Ampol Limited (ALD.ASX)

ALD was a detractor in August, as the company continued to face pressure from weaker refining margins and
concerns over the cost of maintaining its infrastructure. A planned maintenance outage at the Lytton refinery
also contributed to short-term earnings pressure. While refining margins remained subdued, the impact was
compounded by increasing net interest expenses. Despite these challenges, we maintain confidence in ALD’s
long-term strategy, supported by resilient fuel sales and selective growth in its convenience retail business.

BUY Comment

- -

Portfolio Activity

SELL Comment

National Australia Bank
Limited (NAB.ASX)

NAB's share price has rallied strongly since its last result and announcement of $1.5bn buy-back. Looking ahead, we
see headwinds to its valuation driven by increased pressure on NIMs as their TFF matures, deposit competition
remains high and weaker APRA data suggests NAB’s growth is lagging its peers. Trading well above all key historical
valuation metrics, we reduced the position and utilised the capital to take advantage of opportunities offering
greater upside. 



Security Weight (%)

CSL Limited 8.4%

BHP Group Ltd 6.7%

Westpac Banking Corporation 6.1%

Macquarie Group, Ltd. 4.9%

Commonwealth Bank of Australia 4.7%

Top 5 Holdings

AUSTRALIAN
DOLLAR 

14.4%

AUST EQUITIES
SMALL CAPS 

5.1%

AUST EQUITIES
LARGE CAPS
80.5%

Clime applies a consistent approach
to identify the most attractive
investment opportunities within
the universe of stocks.

Clime invests with a focus on quality 
and a strong valuation discipline. Our 
investment solutions are centred on 
helping clients grow their wealth.

About the Model Manager Asset Allocation
Note: the sum here may not add up to 100% due to rounding

Issued by Praemium Australia Limited ABN 92 117 611 784, AFS Licence Number 297956 (Praemium). Praemium is the responsible entity for the Separately Managed Accounts. The information
contained in this document is not intended to be a definitive statement on the subject matter nor an endorsement that this Portfolio is appropriate for you and should not be relied upon in
making a decision to invest in this Service or Fund. Financial commentary contained within this report is provided by Clime Asset Management Pty Limited (ACN 098 420 770 AFSL 221146), the
portfolio manager responsible for designing and managing the composition of this managed portfolio to meet the investment objectives and investment strategy detailed in model portfolio
sub-advisory agreement. The information in this report is general information only and does not take into account your individual objectives, financial situation, needs or circumstances. The
information is not intended to be financial product advice or legal advice. Potential investors must read the Financial Services Guide (FSG) and Praemium Managed Accounts Product
Disclosure Statement (PDS) and/or Praemium Managed Accounts Superannuation Product Disclosure Statement, along with any accompanying materials. No representations or warranties
express or implied, are made as to the accuracy or completeness of the information, opinions and conclusions contained in this report. Investment in securities and other financial products
involves risk. An investment in a financial product may have the potential for capital growth and income but may also carry the risk that the total return on the investment may be less than
the amount contributed directly by the investor. Past performance of financial products is not a reliable indicator of future performance. Information, opinions, historical performance,
calculations or assessments of performance of financial products or markets rely on assumptions about tax, reinvestment, market performance, liquidity and other factors that will be
important and may fluctuate over time. Model Portfolio performance is based on the theoretical performance of the Model Portfolio, and does not take into account any fees applicable to the
Model Portfolio. Actual portfolios may not perform in the same manner as the Model Portfolios, depending on customisations and timing issues. Accordingly, the actual after tax returns you
receive are likely to be different from the Model Portfolio returns and those of other investors. Rounding used in the presentation of data may result in minor variations.


