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MONTH IN REVIE AS DECEMBER 2024

How the different asset classes have fared:
(As of 31 December 2024)

10 Yr 5Yr 3Yr 1Yr YTD 6 Mth 3 Mth 1 Mth
Asset Class %pa | %op.a. | %op.a. | %p.a. % % % %

Cash' 1.95 1.98 3.19 4.47 4.47 2.24 1.11 0.37
Australian Bonds? 178 036  -0.98 2.78 2.78 2.74  -0.31 0.51
International Bonds® 115 -2.91 1.32 1.32 241 176 127
Australian Shares® 8.80 8.31 6.91 1144 1144 693 -0.86  -3.07
Int. Shares Unhedged® 1324 1419 1229 3114 3114 1462  12.03 2.56
Int. Shares Hedged® 10.33  10.55 6.39 2057 2057 6.40 184  -1.99
Emerging Markets Unhedged’ 6.06 3.51 3.05 1762  17.62 7.87 3.70 5.10
Listed Infrastructure Unhedged?® 8.30 5.76 7.31 2042 2042  16.49 6.28  -1.30
Australian Listed Property® 8.60 6.05 321 1763  17.63 734 609  -583
Int. Listed Property Unhedged™ 5.32 215  -040 1199 1199 1350 173 -2.57
Gold Bullion Unhedged™ 809 1138 1278 2659 2659 1217  -1.48  -2.01
Qil Unhedged 510  -2.00 11.98 1443 1443 448 821 6.37

1 S&P/ASX Bank Bill TR AUD, 2 Vanguard Australian Fixed Interest Index, 3 Vanguard Global Aggregate Bd Hdg ETF, 4 S&P/ASX All Ordinaries TR, 5 Vanguard International Shares
Index, 6 Vanguard Intl Shares Index Hdg AUD TR, 7 Vanguard Emerging Markets Shares Index, 8 FTSE Developed Core Infrastructure 50/50 NR AUD, 9 S&P/ASX 300 AREIT TR, 10
FTSE EPRA/NAREIT Global REITs NR AUD, 11 LMBA Gold Price AM USD, 12 S&P GSCI Crude Oil TR Source: Centrepoint Research Team, Morningstar Direct

KEY THEMES

o Equities fell: Both Australian equities and hedged international equities retreated in December.
Australian equities fell on continuing uncertainty around China’s economic recovery and whether
the RBA will cut interest rates in 2025. International equities fell following the December meeting
of the US Federal Reserve, during which it was suggested that the pace of rate cuts would slow
in 2025.

e Bond prices were mixed: Australian bond prices rose in anticipation of the RBA potentially
cutting interest rates in 2025 while international bond prices fell in anticipation of interest rates
and inflation potentially remaining high in the near future.

e Australian Dollar depreciated: The AUD continued to depreciate against the strengthening
USD due to Trump’s planned tariffs and other inflationary policies. More inflation leads to higher
for longer interest rates and higher demand for the USD.

¢ Commodities were mixed: The price of oil rose in expectation of greater demand from China
and falling US oil inventories while the price of gold fell due to the strengthening of the US Dollar.
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INTERNATIONAL EQUITIES

In December, hedged international shares fell by 1.99% while unhedged international shares rose by 2.56%. This
difference between hedged and unhedged returns for international shares is due to the depreciation of the
Australian Dollar (AUD) relative to the United States Dollar (USD) of around 5% that occurred in December. This
depreciation saw the AUD/USD exchange rate fall from 0.65 to 0.62, increasing the relative value of unhedged
investments which are held in USD.

In the US the stock market suffered following the December 18t meeting of the US Federal Reserve, at which
they cut interest rates by 0.25%. At the same time, they also suggested that the pace of interest rate cuts would
slow in 2025 as inflation was still not within their target range. This dampened the hopes of investors and
contributed to the selloff in the market. In Asia, Chinese markets rallied following a statement that the People’s
Bank of China would pursue a ‘moderately loose’ monetary policy in 2025, while in Korea markets fell due to the
political instability that the country faced in December.

The only three sectors in the international stock market that posted positive returns in December were Consumer
Discretionary, Communication Services, and Information Technology which returned 2.27%, 2.17%, and 0.70%
respectively. All three positive sectors continued to benefit from containing members of the Magnificent Seven
that have dominated the market in 2024. The rest of the market retracted with Real Estate leading the decline at
-8.28%, followed closely by Materials at -7.78% and Utilities at -7.11%.

AUSTRALIAN EQUITIES

Australian equities fell by 3.07% in December, starting the month at a new all-time high for the S&P/ASX
200 before retreating due to uncertainty surrounding whether there will be an economic recovery in China
and the continued hawkish stance of the Reserve Bank of Australia (RBA). The two market sectors that
grew in December were Consumer Staples and Energy, which grew by only 0.51% and 0.25%
respectively. The Energy sector grew off the back of rising oil prices as well as rising demand for fuel
and energy during the holiday season.

All other sectors retreated in December, lead by the Real Estate sector which fell by 7.01%, followed by
Materials falling 4.54% and Technology falling 4.39%. Real Estate, a highly interest rate sensitive sector,
suffered due to the RBA’s continued hawkish stance on inflation and the view that monetary policy will
need to continue being restrictive into 2025. Within the Materials sector mining stocks such as BHP
Group and Rio Tinto fell following a fall in the price of metals globally, largely due to concerns over
demand expectations from China going forward.

DOMESTIC AND INTERNATIONAL FIXED INCOME

Australian bond prices grew by 0.51% in December, with the two-year bond yield falling 1.46% to 392
basis points and the 10-year bond yield rising by 2.59% to 448 basis points. With the two-year bond yield
falling and the 10-year rising, the market expects interest rates to fall in the near term and rise in the
long-term, showcasing a belief in the market that inflation will come under control in the near term and
the RBA will finally lower interest rates in 2025. This occurred despite the RBA continuing to state that
inflation is still too high to cut interest rates.

International bond prices fell by 1.27% in December, with the two-year bond yield rising by 1.58% to 424
basis points and the 10-year bond yield rising by 9.05% to 457 basis points. This rise in yields hints
towards the market’s expectation that interest rates will remain high in the near future and that inflation
in the United States has yet to come under control despite the Federal Reserve cutting rates by 100
basis points in 2024. This could also be in anticipation of the incoming US president’s planned policies
which could have an inflationary impact on the US economy.
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AUSTRALIAN DOLLAR

In December the Australian Dollar continued to depreciate against the US Dollar, this month it
depreciated by 4.99% from 0.65 to 0.62 AUD/USD. This depreciation can be attributed to the increasing
strength of the US Dollar in anticipation of Trump’s tariff policies and the possibility of interest rates
remaining elevated in the US. It can also be attributed to the continuing weakness of the Chinese
economy and the falling prices of the materials that make up the core of the Australian economy.

COMMODITIES — GOLD AND OIL

The price of oil rose by 6.37% in December, this occurred due to China’s announcement of a 3 trillion-yuan
treasury bond issuance for 2025, which boosted expected demand for oil in the future. Also contributing to the
price increase was several consecutive weekly declines in US oil inventories in December.

Gold fell in December by 2.01%, continuing the trend from November as the growing strength of the US Dollar
reduced the demand for gold as a hedge against currency devaluation.

Disclaimer

The information provided in this communication has been issued by Sherlock Wealth Advisory Pty Ltd (AFSL 558532).

The information provided is general advice only and has not considered your financial circumstances, needs or objectives.
This publication should be viewed as an additional resource, not as your sole source of information. Where you are
considering the acquisition, or possible acquisition, of a particular financial product, you should obtain a Product Disclosure
for the relevant product before you make any decision to invest. Past performance does not necessarily indicate a financial
product’s future performance. It is imperative that you seek advice from a registered professional financial adviser before
making any investment decisions.

Whilst all care has been taken in the preparation of this material, no warranty is given in respect of the information provided
and accordingly neither Sherlock Wealth Advisory Services Pty Ltd nor its related entities, guarantee the data or content
contained herein to be accurate, complete or timely nor will they have any liability for its use or distribution.
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