
 

The investment outlook for July 2018 

 

Month in Review 

 

Greetings all,  
 
For the month of June, the ASX200 closed up 3.3%. 
During the month, the Australian market traded at 10-
year highs. That intra-month peak was on the 21st 
June. We gave back some of those gains later in the 
month, but was still a strong month.  
 
During June, the Australian market was the standout.  
While the ASX200 rallied 3.3%, other global market 
were less impressive.  
 
In the US, the Dow was down 0.5% & the S&P500 up 
0.6%. 
 
China was very weak, with the Shanghai Composite 
down 8.2%.  
 
Why did all this happen?  
Because of this guy.  

 

 
 
 
 
 
 
 
US Fed Reserve Chief, Jay Powell, keeps raising US 
interest rates. When US interest rates rise quicker than 
expected, the USD dollar goes ballistic. When the US 
dollar goes ballistic, most “emerging” markets get 
crunched. 
 
Why? Because most of their currencies are pegged to 
the US dollar. The old adage, “when things move fast, 
things break” came into play. The upward trajectory of 
the USD will slow & these emerging markets will 
become more settled.  
 
Let me be clear on this, markets did not rally because of 
the Singapore Summit, nor did they sell-off because of 
the pantomime that are these tit-for-tat tariff 
shenanigans.  
 
It’s all about the US Fed.  
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Portfolio Strategies 

 Infinitas Income SMA 

 

Key points of note: 

It would come as no surprise that a decent month for 
banks results in a stronger month for the Income 
Portfolio.  The portfolios largest position, Comm Bank, 
performed well. 

Also, as per my communication during the month, both 
the NAB Income Securities & the Macquarie Income 
Securities had strong months as the investment 
community woke up to the mathematics behind them 
that will most probably dictate them being redeemed 
and/or rolled sooner rather than later.  

We cleared out some of the portfolios smallest 
positions over the month.  These were the Bendigo 
Pref’s, Comm Bank Capital notes & Suncorp Capital 
notes.  The Macquarie Capital notes (5.12% of the 
portfolio) listed during the month at a nice premium to 
their issue price.  

During the month, income was received from the 

Bendigo Pref’s, Suncorp Capital notes and the Westpac 
Capital notes.  The dividends from NAB & Westpac will 
be paid during the month of July.    

 Infinitas Core Australian Share SMA 

 

Key points of note: 

It was a solid month for the Core strategy.  

The ASX200 Accumulation Index was up 3.3% & the 
Core Strategy was up 4.3%.  We benefited from a rally 
in the banking sector, especially Macquarie Bank, which 
was up 10.6% from its intra-month low.  

As mentioned in the Income strategy, the banking rally 
was very welcome, but there were many other 
highlights.  It is very pleasing when a long-held view 
comes to fruition.  

An example of this was Sonic Healthcare.  

Sonic had a good month as the data released by the 
ABS showed that record numbers of people were going 
for tests.  This is Sonic’s bread & butter. 

What made that data interesting was that those 
statistics didn’t translate to hospital admissions.  

Maybe we are seeing the preventative medicine model 
delivering returns for patients & taxpayers alike.  
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The green highlights below show good news for 
pathology.  

The angry red highlight below shows bad news for 
specialists.  

That angry red specialist number will translate to angry 
red numbers for surgical volumes in the coming 
months.  

 

We used the recent weakness in Blackmores to build a 
position.  In our view, if you get China distribution right 
(always with a partner), you’ll do well.  It looks like 
Blackmores has ironed out the distribution issues that it 
ran into last year.  

We took profits in Resolute (we’re no longer bullish on 
gold) & Clydesdale Bank (the best performing bank over 
the last month).  We also took some profits in Worley 
Parsons.  Worley is highly correlated to the oil price & 
when some chap is tweeting about big production 
increases, even though we don’t believe that will 
happen, you can’t ignore that it will drive markets.   

We used the funds from those sales to purchase Bank 
of QLD and buy more QBE & Westpac.  

During the month income was received from Goodman 
Group.  Dividends from Macquarie Bank, NAB & 
Westpac will be paid during the month of July.   

 Infinitas High Conviction Allcap Australian 
Share SMA 

 

Key points of note: 

The Allcap portfolio came home with a wet sail too.  

This strategy is light on banks, but the banking 
exposure it has, Macquarie (10.6% of the portfolio) was 

the best performing bank.  

Like Core, Allcap has solid exposures to Sonic, Seek & 
the resurgent Comm Bank.  

Allcap also had Emeco & Freedom foods firing on all 
cylinders.  Freedom Foods performed so well it was the 
largest position in the portfolio by month-end. 
Australia’s largest UHT milk producer is performing well 
& is expected to perform even better financially as that 
UHT milk ends up on the tables of the Chinese 
consumer.  

 

As per the Core strategy, we bought Blackmores & sold 
Resolute.  We also exited the Pendal (the company 
formally known as BT Investment Management).  

Changing names was in vogue during June as web 
design & services provider Melbourne IT changed its 
name to the less provincial ARQ Group.   

We also added to the Emeco position & opened a new 
position in aged care provider Japara.  

Zero income was received during June.  The dividend 
from Macquarie will be received during July.  

 Infinitas High Conviction Socially Responsible 
SMA 

 

Key points of note: 

It was a solid month for the Socially Responsible 
portfolio. 

The strategy benefited from strong banks as well as key 
positions Freedom Foods, Orora, Seek & Sonic all 
performing well.  

What made the June performance all that more 
surprising was that the two best performing sectors 
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were Energy & Materials (read, oil, coal & resources).   

Even against that backdrop the SR portfolio did better 
in June.  

Like the Core & Allcap portfolios, we bought 
Blackmores, more Bank of QLD & more QBE.  As per the 
Allcap strategy, Melbourne IT changed its name to ARQ 
Group.  

Due to Freedom Foods breaching our 11% exposure 
limit, we had to shave that position slightly into 
strength.  

During June, income was received from the Folkstone 
Education Trust.  The dividends from NAB & Westpac 
will be received during the month of July.  
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Outlook for July

Last month I stated:  

China continues to look good 

&  

The US continues to go from strength to strength.  

Economically, that was the case & that still in the case. 

I also stated last month:  

Whether the positive global economic outlook 
translates to positive equity market performance, 
which remains to be seen.  

The latter comments reserved views played out as a 
strong Chinese economy & an even stronger US 
economy didn’t result in stronger equity markets for 
those countries.  

That is the conundrum. Equity markets sometimes are 
the polar opposite to the economies in which they 
exist.  

As mentioned before, the US dollar appears to be 
unstoppable at the moment.  

As you can see from the Longview chart below, 
speculative positions backing the US dollar to rise have 
exploded.  

 

As with anything speculative, it will come to an end or 
at least normalise.  

A strong US dollar isn’t the end of the world. 

On the contrary, the higher it goes, the more 
competitive Australian exporter are.  

We plan to take action on a couple of fronts over the 
coming month regarding the opportunities & fall-out 

from this overtly strong US dollar.  

With regards to the US, I wouldn’t be surprised if this 
technology turbocharged rally in the US takes a 
breather.  

Even though the privacy issues regarding big tech 
appeared to be short lived, there does appear to be a 
growing undercurrent of concern regarding just how 
concentrated the power these tech titans wield is (see 
table below).  

The calls for breaking some of the big ones up will only 
grow & take the edge off their stellar stock 
performance. 
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Lastly, at the risk of boring people to death about 
banks, well here goes.  

Anyone concerned about credit growth in Australia 
because the big banks have raised their lending criteria 
should not be overly concerned.  

As the following tables from Macquarie & Morgan 
Stanley show, where the banks won’t lend, the non-
bank lenders & the offshore banks (especially the Asian 
banks) will. 
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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. 


