
 

The investment outlook for August 2018 

 

Month in Review 

 

Greetings all,  
 
For the month of July, the ASX200 closed up 1.39%. 
 
During the month, the Australian market traded at 
new 10-year highs, building on the gain from June. 
 
That intra-month peak was reached on the 10th of July.  
 
During July, the Australian market was gazumped by 
international markets.  
 
In the US:  

• the Dow was up 4.8%; 
• the S&P500 was up 3.7%; 
• the NASDAQ was up 2.25% even after the 

Facebook blow up.   
 
China rebounded from last month’s carnage, with the 
Shanghai Composite up 3.21% for the month.   
 
With regards to the US listed Facebook (which we do 
not own), they reported quarterly earnings numbers 
which disappointed.  
 
Facebook then dropped $US120 billion in market value. 
The below bar chart shows just how big the drop was. It 
was the largest one day drop in value in nominal terms 
in the history of the world. 
 
 

 
 
 
 
 

 

Putting this into Australian terms, it would be the 
equivalent of Telstra, Wesfarmers, Woollies, Origin 
Energy, AGL all disappearing overnight. It goes to show 
just how big these tech companies have become.  
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*pre fees   **pre franking credits

Portfolio Strategies 

 Infinitas Income SMA 

 

Key points of note: 

The Income portfolio grinded out a positive return for 
the month of July.  

Contrary to the headlines, we are seeing solid 
performance from the Australian banking sector. After 
being beaten up for so long, the last couple of months 
have been strong. 

There is a term that is being discussed in financial 
circles. It is “mortgage prison”. This refers to home 
owners who continue to service their current mortgage 
but are rejected from other mortgage providers when 
they try to refinance.  

To us, this reeks of cartel style behaviour. When we see 
this behaviour, we see typically margins increase.  

On the owner-occupier front, just look at the growth 
over the last month, when compared to the previous 
six months.  
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Compare this to investment loan growth over the same 
periods.  

 

It tells us that the higher quality owner-occupier loan 
growth is accelerating. This is good for banks.  

It also tells us that the banks are really taking a step 
back from the riskier investment loan exposures. This is 
also good for banks on the credit front. 

It looks like the banks (ex-Bendigo) are leaving 
investment loans to the non-bank lenders.  

Banks make up 17.89% of the Income Portfolio, which 
we are quite comfortable with. There were zero 
transactions during the month.  

During the month, income was received from NAB, 
Westpac, Macquarie Income Securities & the Qube 
Hybrids.  

 

 

 

 

 Infinitas Core Australian Share SMA 

 

Key points of note: 

We made some very strategic moves in the Core 
strategy this month.  

We bid farewell to one of our longest held & most 
successful positions, Macquarie Group.  This was exited 
prior to Macquarie holding their AGM where they 
surprised the market with their news regarding a 
change of CEO.  

The fundamentals behind Macquarie have been 
positive, but no-where near as positive as their stellar 
stock price performance would tell you.  It has been a 
simple case of the market willing to pay a higher price 
for Macquarie’s largely annuity style income.  
Macquarie is less an investment bank than it is an asset 
manager.  One must put a price on all assets & we 
viewed Macquarie as topping out.  Hence our exit.  

In a move that we view as being market leading, we 
bought an initial position in AMP.  

Ultimately, this was due to one pivotal reason.  

This guy: David Murray.  

 

All references to Monty Burns should cease.  

AMP has been a disaster story this year as far as stock 
price performance is concerned & we’ve all seen the 
news from the Royal Commission. 

Looking through that, there is a large mis-match 
between assets AMP has & the liabilities from its 
Australian Wealth Management (financial planner) 
business.  
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If there was ever a corporate luddite to close than 
valuation gap, it is David Murray.  

Other changes during the month included taking profit 
in Clydesdale Bank & upweighting other financials such 
as Bank of QLD, Comm Bank, NAB, QBE & Westpac.  

We would have liked to take more profits in the Core 
strategy, but we are constrained by having to maintain 
a maximum 10% cash-weighting.  

During the month income was received from 
Macquarie Bank, NAB & Westpac. 

 

 Infinitas High Conviction Allcap Australian 
Share SMA 

 

Key points of note: 

The key aspect of the Allcap strategy is that when 
bargains are hard to find, we can go to cash. 

Unlike the Core strategy which as a max. 10% cash 
mandate, the Allcap strategy – theoretically – can go to 
100% cash.  As at month-end, the 29.24% cash 
weighting is a function of absolute bargains being hard 
to find.  Having a high cash-weighting isn’t the end of 
the world as there is no point investing for the sake of 
it.  

In the June update, I wrote about how Sonic Healthcare 
had hit all-time highs due to solid data on the 
diagnostics front.  That strength from Sonic continued 
into July & we decided to lock in profits at close to all-
time highs.  

Other portfolio changes during the month included 
taking profit on Macquarie Group & Seek with some of 
those funds being re-weighted into Bank of QLD, Comm 
Bank & QBE.   

During the month, income was received from 
Macquarie & the now-sold Pendal Group (the company 
formally known as BT Investment Management).   

 

 Infinitas High Conviction Socially Responsible 
SMA 

 

Key points of note: 

It was a benign month for the Socially Responsible 
strategy.  

After last month’s stellar performance that resulting in 
the Freedom Foods position being reduced, most of the 
stocks that are perceived to be Chinese consumer 
related had weaker months.  That is, except for 
Blackmores, which is also held in the Socially 
Responsible strategy.  

Essentially, the upcoming reporting for Blackmores will 
be critical as the world will be watching to see how they 
have prepared for pending implementation of the 
“Country of Origin Food Labelling Information Standard 
2016”.  The 2-year transition period is ending & all 
importers are expected to be ready.  We expect 
Blackmores to have gone over & above that which is 
expected.  

We exited ARQ Group (the former Melbourne IT), as it 
breached out stop-loss. 

We also added aged care provider Japara Healthcare to 
the portfolio.  

During July, income was received from NAB & Westpac.  
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Outlook for August

We are entering reporting season. This is our busiest 
time of year.  

As you can see from the table below, it starts slow, but 
gets very busy later in the month. 

 

Expectations are low for reporting season.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

As the below table shows, consensus earnings growth 
forecasts are sitting around the 7% mark. Not very high 
at all.  

 

As usual, no news during reporting season is good 
news.  

As we are relatively cashed-up, we are ready to take 
advantage of any opportunities.  
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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. 


