
 

The investment outlook for March 2019

 

Month in Review 

Greetings 

We saw a strong February, which followed a strong 
January, making the last quarter of 2018 an almost 
distant memory.  

The ASX200 was up 6%. 

The Dow was up 4%. 

The S&P500 was up 3.2%. 

The Shanghai Composite was up 12.8%. 

 

So, what caused it?  

In different markets, there were different catalysts.  

 

In Australia, we saw a decent reporting season.  

More importantly, we saw some existing positions: 

• Deliver solid results; 

• Release positive outlook statements;  

• Benefit from the misery of others.  

 

There was no new news driving the US market.  

It’s been more of a reflation trade in the US now that 
expectations are for US official interest rates to stay on 
hold for the next 12 months.  

 

 

 

 

In the UK, everyone is slowly shifting to a BREMAIN  

position (the Infinitas Brains Trust TM was there several 
months ago).  

 

China was the real story. 

You’ll see a lot a of commentators trot out the tired old 
commentary this month that China rallied due to China-
US trade relations thawing.  

Sure, that was a positive, but two things happened 
during February that drove that Chinese market higher. 

 

Then there was one additional piece of positive news 
on Friday.  

During February, we saw enormous credit growth in 
China (see table below).  

When you see a liquidity binge like this, equity markets 
rally.  
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In addition, you saw most global fund managers 
rebalance their emerging market exposures from India 
& Brazil to China.  

Lastly, on Friday, global benchmark MSCI announced 
that between now & November, Chinese equity 
weightings in their global indices will quadruple.  

 

Let’s put some numbers around this. 

Multiple studies have deduced that since the BREXIT 
vote in June 2016, in total, across all asset classes, the 
UK has seen outflow of $A1.5 trillion.  

So, in almost three years, the UK saw approx. $A500bill 
of assets sold per annum.  

Please note, the UK is one of the most liquid 
environments on the planet, so these outflows were 
very orderly.  

 

Depending on which numbers you want to use, the 
MSCI reweighting announcement will result in approx. 
$A500 billion of inflow into one single asset class in 
China. 

Chinese shares.  

This will happen over the next 9 months.  

Please note, the Chinese stock market is viewed as 
relatively illiquid by global standards, so these inflows 
could be anything but orderly.  

 

We expect to grind out returns this year. 

Asset class selection is important, as is stock selection.  

The selection of which stock markets to have exposure 
to is also important.  

 

 

 

*pre fees **pre franking credits ***Income benchmark is compounded monthly

Portfolio Strategies 

 Infinitas Income SMA 

 

Key points of note: 

During February, the Income Portfolio mostly benefited 
from the approx. 20% weighting to shares in the 
banking sector.  

Comm Bank rallied & went ex a substantial dividend 
(100% franked).  

Macquarie rallied back to year highs & the residual, 
small position in NAB also performed well.  
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The only disappoint in the Income Portfolio was the 
weakness in Bank of QLD.  

 

Now we are post reporting season, we can re-model 
the forecast cash-flows of companies that meet our 
investment criteria.  We look forward to deploying 
more of the current cash position over the coming 
month.  

 

The only change made during February was: 

• Reducing the size of the Macquarie Group 
holding as we were over our single name 
exposure due to its outperformance.  

 

During the month, income was received from the: 

• Bank of QLD Capital Notes; 

• Challenger Capital Notes; 

• NAB Income Securities; 

• Transurban.  

 Infinitas High Conviction Allcap Australian 
Share SMA 

 

Key points of note: 

February was only an ok month for investors.  

Unlike January where the Allcap portfolio substantially 
outperformed the broader market, during February, 
the portfolio was up, but lagged the benchmark.  

This was due to our banking exposure mix.  

That is, for the month of February, we were in the 
wrong ones.  

 

Our banking exposures are: 

• Macquarie Group (the first operational 
briefing from new CEO Shemara 
Wikramanayake was one for the ages); 

• Comm Bank (we view their pending 
demerger/share split as value creating); 

• Bank of QLD (we view a regional bank as a 
must have). 

But in a month when all the big banks rallied & the 
regional banks were slotted, it impacts headline 
performance.  

We maintain that banks, not non-bank financials are 
the place to be invested for the medium term.  

 

Reporting season was mostly kind across the Allcap 
portfolio.  

Rio & Fortescue benefited from the ongoing disasters in 
Brazil.  

Even though Macquarie doesn’t report until May, the 
operational briefing held during February was very 
positive.  

Worley was only up marginally on the month post its 
stellar January, but its result was outstanding as in the 
middle of a substantial acquisition & a hugely volatile 
oil price, they somehow managed to increase margins.  

Lastly, we may have been a tad early, but we now have 
a position in Woollies pending their buy-back at the end 
of the month, which should see the stock drift higher.  

 

The changes made during February were: 

• Increasing the weightings in Comm Bank & 
Bank of QLD; 

• Clearing out the residual Emeco position; 

• Locking in the Fortescue profits; 

• Buying two tranches of Woolworths; 

• Buying an initial position in accounting 
software ecosystem Xero; 

• Trimming the position in Macquarie Group 
after it hit our single name exposure limit.  

 

During the month, income was received from: 

• Transurban. 

Substantial income will be received during the month 
of March.   
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Market Outlook for February 

We have navigated reporting season well.  

Some companies have shown they managed BREXIT, 
China & the domestic housing slow down well.  

Other companies have shown they don’t have much say 
in the matter & are similar to commodity producers 
who rise & fall on resource prices.  

Post updating our models, we plan to further reweight 
into companies that will fit with our thematic style of 
investing.  

 

As per our update from last month: 

• We are avoiding any exposures to the 
domestic housing market; 

• We are targeting companies that are more 
than likely to distribute franking credits; 

• We are ensuring we are long exposures that 
will be the winners during a short, sharp, 
expensive-for-taxpayers Federal election 
campaign.  

 

Lastly, a few themes emerged from reporting season 
that received zero coverage.  

Post implementing these themes, we’ll be sending 
around some further updates.  

Stay tuned.  
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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. 


