
 

 

IN BRIEF 

Greetings all  
 
March wasn’t a great month. 

In Australia, the ASX200 Accumulation Index was 
down 3.8%. 
Other global markets were not much better. 
The S&P500 was down 2.5%. 
The Dow was down 3.6%. 
The Shanghai Composite was down 5%. 
  
There was a lot of noise that we had to contend with 
during the month. 

This included tariffs & the usual political banter. 
 
However, the key issue was the tech sell-off in the US, 
which started with Facebook. 
 
During March, the tech heavy Nasdaq hit an all-time 
high. But since that all-time high, the so-called FAANG 
stocks—Facebook, Apple, Amazon, Netflix and Google 
parent Alphabet—have lost roughly $A420 billion in 
market capitalization. 
 
That is the equivalent of over four BHP’s disappearing. 
These are not small numbers. 
 

 

The volatility of global markets is now more closely 
intertwined with tech stocks than ever before. 

While the FAANG stocks only make up approx. 10% of 
the S&P500, the total tech component of that key, 
benchmark index is now 24.9% (see table below). 

 

The problem we have here in Australia, is that the 
Australian benchmark index didn’t rally with the tech 
stocks. 

But since the tech led sell-off started, the Australian 
market has led the way down. It has been the worst of 
both worlds. 
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*pre fees   **pre franking credits 

Portfolio Strategies 

 Infinitas Income SMA 

Key points of note: 

Two things impacted the Income portfolio this month. 

Firstly, we saw the federal Labor party release a policy 
flagging a change to franking credit rebates for 
superannuation funds if Labor wins the next federal 
election.  Before the week was out, we saw the policy 
statement being re-jigged.  There is no doubt that 
ceasing excess franking credits rebates would be a 
negative for a lot of hybrids securities.  That said, there 
is a lot of things that must happen for this policy to be 
enacted.    

Second, the banking sector had a rough month. More 
on that in the Core strategy commentary.  

We took up a small portion (1.83%) of the Comm Banks 
PERLS X offer.  The margin of 340 basis points over the 
90-day bank bill rate was healthy & we look forward to 
more of these low risk, high income producing offers.  

During the month, income was received from AGL, 
Comm Bank, the Bendigo Preference shares & the 
Suncorp Capital notes.  

 

 Infinitas Core Australian Share SMA 

Key points of note: 

As at month end, the Core portfolio had a 44.03% 
weighting in the banking sector.  The banking sectors 
underperformance during the month dragged down 
portfolio performance.  Most of this weakness is 
sentiment driven.  This negative sentiment is driven by 
the airing of dirty laundry at the Royal Commission into 
the banking sector.   
 
At some stage, the markets will reward the Australian 
banking sector for having some of the tightest lending 
criteria in the OECD.  The dividend yield on the 
Australian banking sector is currently 6.5%.  Just like 
the Amazon effect developed an overstated, negative 
feedback loop with regards to domestic retailers, the 
same effect is being seen with the domestic banking 
sector.  
 
The IBT (Infinitas Brains Trust) has a saying. 
“If it’s on the front page of the paper, it’s in the price”.  
 
Post reviewing the interim reporting season, we made 
some strategic changes to the Core portfolio.  
 
We took into consideration all our selection filters to 
realign the portfolio with our post reporting season 
views. These included switching the balance of Dexus 
into a new position in Sydney Airport.  Both are 
impacted by bond market movements, but Sydney 
Airport has greater cash-flow & distribution growth.    
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We sold the balance of Origin (now a domestic gas 
play) and switched into Worley Parson (a highly 
correlated exposure to the global price of oil).  
 
We exited the no-growth Qube & added to the higher 
growth Rio Tinto position.  
 
We have become pro-gold again, so we found a quiet 
second tier play in Resolute, instead of our go-to gold 
major Newcrest, which we avoided due to their 
environment issues.   
 
We select the sectors we want to be exposed to. We 
then select what we view as the best exposures in 
those sectors.  
 
The above portfolio changes demonstrate this strategy.  
 
During the month, income was received from Comm 
Bank, Challenger & the now exited Domino’s.  

 

 Infinitas High Conviction Allcap Australian 
Share SMA 

Key points of note: 

The elephant in the room is the Blue Sky position in the 
Allcap portfolio. While Blue Sky has contributed to 
outperformance since we originally invested at $6.50, 
the recent activity has given a lot of that back. I’ve sent 
around a few notes on this & will continue to do so 
depending on any breaking news.  
 
Macquarie (10.88% of the portfolio) was the best 
performing bank, which isn’t saying much considering it 
was still down 5% from its month high. Key holdings, 
Macquarie, Sonic & Seek all hit all-time highs during the 
month, but all were sold off by month end.  
 
Like the Core portfolio, we made some strategic 
changes post interim reporting season. We added 
higher growth exposures like website services company 
Melbourne IT, re-birthed mining services company 
Emeco & more Rio Tinto. We added second tier gold 
exposure Resolute to this portfolio too. 
 
Lastly, we took up our entitlement in the Freedom 
Foods capital raising. Though small in size, the Freedom 
Foods entitlement was priced at a 10% discount to 
where they closed at month end.  We’d do transactions 
like that every day of the week if we could.  
 
During the month, income was received from Comm 

 

Bank, Challenger, Navitas & the now exited Domino’s & 
Steadfast.  

 

 Infinitas High Conviction Socially Responsible 
SMA 

Key points of note: 

Like the Allcap portfolio, the Socially Responsible 
portfolio has a position in Blue Sky.  This took the edge 
off performance during the month.  
 
Also, even though Seek & Sonic hit all-time highs post 
reporting, both of these major positions were sold off 
by month end. Freedom Food is in this portfolio too & 
was a positive influence on performance.  
 
During the month, we participated in the Freedom 
Foods entitlement other.  No other transactions were 
completed during the period.  

During the month, income was received from 
Challenger, Navitas, Folkestone Education & the now 
exited Domino’s.  
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Where to from here? 

Since early January, the ASX200 has dropped over 6.5% 
from its peak. It’s times like this we need to remind 
ourselves that the world is not ending. 

We can look at range of issues that we are force fed as 
real issues & tick them off, one by one, as not really 
being issues. Or if they are issues, it is a simple case of 
adjusting for them. 
 
Exhibit A. 
Whenever we are told a global trade war is brewing, we 
should really look at what impact tariffs really would 
have. The below chart from Longview Economics shows 
that if you are Thailand or Germany, you should be 
concerned. If you are China, Australia or the US, not so 
much. 

 

 

When we are told the Australian economy is slumping, 
I would look at the following table showing new job 
ads. 

There is no better sign of the attitude of private 
business than their employment intentions. The below 
table shows some pretty enormous growth year-on-
year when it comes to new employment. This doesn’t 
look like an economy that is slumping to me. 

 

 

Lastly, there is no better sign of corporate health that 
dividend expectations. 
 

• Positive dividend growth, good. 
• Negative dividend growth, bad. 

 
Our good friends at Macquarie have put the below 
table together. It shows that dividend growth forecasts 
for the next 12 months are positive. 

 
 

In closing, yes it has been a rough month & a rocky 
start to the year. That said, the outlook is a lot better 
than markets would have you think. We are on top of 
everything & making the adjustments where we need 
to make them. 
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Bernard Gresser 

Bernard has over 20 years’ experience 
in the financial services industry, 
primarily being focusing on portfolio 
development & management. 

AUTHOR ABOUT US 
Infinitas Asset Management is a boutique financial adviser and 
investment manager. 

 
Our clients include private individuals, family offices, self-
managed superannuation funds, foundations and not-for-profit 
groups. We welcome new advisory clients with $1m+ of 
superannuation or investment money to invest using our 
separately managed accounts (SMA) or clients with $5m+ in our 
individually managed accounts (IMA). 

 
At the core of our investment philosophy is a commitment to 
invest mindfully and with care.  We focus on the generation of 
income from secure investments and are conservative guardians 
of our clients’ hard-earned capital available on Macquarie Wrap, 
Smart Wrap & Emerald Wrap platforms. 
 
This report is written by Bernard Gresser. 
For additional information, please contact: 

 
+61 (02) 8252 3203 
office@infinitasmgt.com.au 

 

Disclosure & Disclaimer 

This document is prepared by Infinitas Asset Management Ltd (ABN 78 129 953 724 | AFSL 326087). The information is 
based on historical data and should not be interpreted as an indication or guarantee of future performance. The preparation 
of this document does not take into account your personal objectives, financial and taxation situation or needs. You should, 
before acting on this information, seek professional advice from a licensed and qualified advisor to evaluate your investment 
goals and personal circumstances. 

The directors and staff of Infinitas Asset Management Limited have interests in many of the stocks discussed, recommended 
and included in our model portfolios. Infinitas and a related entity, Veritas Securities Limited, may seek corporate advisory 
and securities underwriting relationships with companies discussed, recommended and included in our model portfolios. 
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