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Market review

Australian equity markets advanced in July,
with the S&P ASX 200 Net Total Return Index
returning 2.89% (in Australian dollars, AUD),
while the MSCI World (hedged to AUD)
Index returned 2.84%. With the Australian
dollar appreciating against the US dollar
(USD) over the month, the MSCI World
(unhedged) Index returned 2.53% in AUD.

Australian equities rose in July, driven by
strength in the technology and energy
sectors. However, there was a slight
pullback towards the end of the month, as
robust US economic data raised concerns
about potential further policy tightening by
the US Federal Reserve (Fed). The Reserve
Bank of Australia (RBA) held its cash rate

at 4.1% in July to evaluate the effects of
previous rate increases. Despite a drop in
Australia's inflation rate to 6% in the second
quarter, it remained above the central
bank's target range of 2-3%. Elsewhere,
Australian retail sales fell by 0.8% in June.

In fixed income, the Australian 10-year
government bond yield remained stable
near 4%. Investors are now keeping an eye
on the RBA's future interest rate decisions.
Finally, July was a volatile month for the
Australian dollar, which started the month
slightly above the 0.66 level and approached
0.69 mid-month. Yet, the AUD depreciated
in the second half of July and ended the
month above 0.67.

US equities rose in July, as results from

the second-quarter earnings season have
generally been positive. The NASDAQ
Composite Index continued its advance,
outperforming the broader S&P 500 index.
European shares also performed well. In
the UK, mid and small-cap FTSE 250 Index
outperformed the blue-chip FTSE 100 Index.
Developed Asia Pacific markets mostly rose.
However, Japan was flat. Emerging markets
were also strong in July, with rises in India,
China and Latin America.

In global fixed income, sovereign bonds
mostly fell, although corporate bonds
performed better over the month. Both the
Fed and the European Central Bank raised
rates by 25 basis points (bps). European and

US Treasury yields rose, while in the UK, Gilt
yields fell.

Performance
In July, the Fund returned 1.66% in gross
terms and 1.58% net of fees.

Most asset classes posted positive returns
with the bulk of the contribution coming
from equities and alternatives exposures
over the month. Our fixed income duration
exposures, on the other hand, detracted
slightly on the back of higher yields.

Activity

In July, we increased global equities
exposures toward the new Strategic Asset
Allocation (SAA) target, funded out of cash.
We also added to our USD exposures
against AUD given the more dovish RBA
vs Fed positioning, and indirectly reduced
China risk associated with the Australian
dollar. Lastly, with the US market looking
stretched, we rolled the existing SPX Put
spread and bought VIX call to protect the
portfolio from a near term technical pull
back.

Outlook & strategy

With the resolution of US debt ceiling,
market focus has shifted towards pricing
growth and inflation dynamics, central
bank policies, and market liquidity. The
resilience of US economic activity reduces
the risks of an imminent recession. Despite
the weakening manufacturing sector, the
service sector is still expanding. Core service
inflation remains sticky, and the labour
market continues to surprise to the upside.
Against this backdrop, in July the Fed raised
rates by 25bps, as expected. The Fed

also stressed that further hikes would be
dependent on economic data.

In Asia, we expect strong economic growth
relative to the US and an improving
corporate earnings outlook, driven by China
reopening and a bottoming tech cycle.
China's growth momentum moderated in
the second quarter and the risk of a double
dip is on the rise, but things might still
improve in the second half of 2023 as policy
makers still have the option to introduce
further easing measures to support

Past performance is not a reliable indicator of future results.
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Investment strategy

The Fund will apply dynamic asset
allocation to a diversified portfolio

of traditional and alternative assets,
without reference to a benchmark.

The Fund may shift its investments
quickly and significantly, based on
valuations and expected returns, and
may completely divest from a particular
asset class.

Fund volatility will be controlled through
the use of dynamic asset allocation and
effective diversification of assets.

Investment objective

To achieve a real return equivalent to
5% per annum above inflation (before
fees) over a full market cycle (generally 3
to 5 years).



consumption and employment. Meanwhile
early signs of resumed communication
between the US and China indicate reduced
geopolitical risks. We anticipate strong
performance in regions like Korea where
the chip cycle is soon to reach its bottom,
benefiting the tech-heavy Korean market
as yields moderate. Chinese equity's cheap
valuation is difficult to ignore, but its
near-term direction will be determined by
forcefulness of policy stimulus and geo-
political development.

In summary, we expect the US to potentially
avoid a recession this year. Headline
inflation in the developed world seems to
be moderating but core inflation remains
persistent. Asia is projected to be the
primary driver of global growth. Most
central banks will continue rate hikes in

the second half of 2023 but reach terminal
rates by year end. This translates to yields
peaking as central banks reach terminal
rates, providing support for Treasuries.
Stress on US Treasuries due to debt ceiling
default risks is expected to diminish,
allowing Treasuries and duration to perform
as US growth moderates.

Specific share class performance is available
on the relevant factsheet.The opinions
expressed are those of abrdn as of the date of
publication and are subject to change at any
time due to changes in market or economic
conditions.
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Important information

abrdn Oceania Pty Ltd ABN 35 666 571 268 Corporate Authorised Representative Number 001304153, is the Fund Manager. MSC Australia Limited ABN 59 002 123 364 AFSL No. 240263
(Trustee) is the Responsible Entity of the Fund. abrdn Oceania Pty Ltd is a Corporate Authorised Representative of MSC Advisory Pty Ltd ACN 607 459 441 AFSL 480649 (MSC Advisory) and of
Melbourne Securities Corporation Limited ACN 160 326 545 AFSL 428289. abrdn Oceania Pty Ltd is authorised to provide general financial product advice and to deal in interests in Australian
managed investment schemes. This document has been prepared by the manager for general information purposes only and does not take into account any person’s objectives, financial
situation or needs and accordingly does not constitute personal advice for the purposes of section 766B(3) of the Corporations Act 2001.

The general information on this document does not constitute an offer to invest in the Fund and should not be used as the basis for making an investment in the Fund. Before making an
investment in the Fund, you should consider important information about risks, costs and fees in the relevant disclosure document. A Product Disclosure Statement (PDS), application form,
and Target Market Determination (TMD) is available for the Fund by contacting Client Services team on 1800 636 888, at www.abrdn.com/aus, or from your financial adviser. Any investment is
subject to risk, including possible loss of income or capital invested. None of abrdn Oceania Pty Ltd, Melbourne Securities Corporation Limited, MSC Advisory, MSC Australia Ltd or any of their
officers, advisers, agents or associates guarantees in any way the performance of the Fund. Past performance is not an indicator of future returns. The content of this website is current at the
time of publication and may be amended or revoked by abrdn Oceania Pty Ltd at any time.



