
 

The investment outlook for April 2018 

 

Month in Review 

 

Greetings all,  
 
April was a lot better to investors than March was.  
For the month of April, the ASX200 closed up 3.9%. 
April started as poorly as March finished. But, after 
bottoming on April 3rd, the market rallied 258 points 
(4.5%).  
 
Other global markets were mixed. 
Dow Jones up 0.34% 
S&P500 up 0.38% 
China S&P500 down 1.51% 

This was one of the first occasions in recent times that 
the Australian market outperformed global markets.  
This was especially impressive as the banking sector 
here in Australia continued to have the pressure 
applied as the public hearings of the banking Royal 
Commission continued.  

The strength came three sectors in particular. 

Energy: Oil prices have rallied has we expected 
they would with pro-Saudi influences 
taking over the Whitehouse. 

Resources: Seasoning strong post the Chinese New 
Year slow down glut working its way 
through many commodity markets.  

 

 

 

 

 
 
Retail:  Out of the blue, the sector had its 

strongest month in two years.  

We had decent exposures to two of the three above 
sectors.  
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*pre fees   **pre franking credits

Portfolio Strategies 

 Infinitas Income SMA 

 

Key points of note: 

After the March sell-off in equity markets & the 
weakness in hybrid markets, we saw a change of pace 
during April. Banks still ended down on the month at 
12-month lows, but the hybrid market rebounded.  

Over the past month all the banks hit 12-month lows, 
(with the exception being Macquarie Bank). The Royal 
Commission is having an impact. Having all the bank’s 
dirty laundry being aired publicly has been confronting 
& has resulted in stock prices dropping.  

That said, nothing that is being mentioned surprises 
anyone in the industry. 

This is the reason why all the banks are either getting 
out of wealth management or have their wealth 
management businesses up for sale.  

More regulation of wealth management is likely to 
come from the Royal Commission. But more regulation  

 

 

means nothing if the businesses impacted have already 
been exited.  

As a fund manager, we can see this negative sentiment 
surrounding the banks passing.  

During the month, income was received from both 
bond ETF’s, Macquarie Income Securities, Qube Notes 
& the final interest payment from the now redeemed 
APA Pipelines hybrids.   

 Infinitas Core Australian Share SMA 

 

Key points of note: 

The Core strategy rebounded during April. 

Even though Comm Bank, NAB & Westpac made up 
23.6% of the portfolio at month end and all touched 12-
month lows during the month, the overall portfolio 
captured the lion share of the ASX200’s 3.91% rally.  

Last month we made some major reweighting.   

This month those reweighting’s delivered.  

Rio was up 10.5%, Sonic was up 5.1%, Sydney Airport 
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was up 10.1%, Cleanaway was up 12.8%.  The largest 
position in the portfolio, Macquarie, was the only bank 
that performed during the month, hitting an all-time 
high during April, before closing up 8%.  

Lastly, our strategic pivot into Worley Parsons due to its 
high correlation to the price of oil paid off with the 
position delivering 8.4% during the first month it was 
held.  

Now all we are looking for is some performance from 
the rest of the banking sector.  

We made no changes during April, which is 
understandable post the major reweighting that 
occurring during the month previous.  

During the month, income was received from 
Cleanaway, Qube (now sold), Rio, Seek & Sonic.  

 Infinitas High Conviction Allcap Australian 
Share SMA 

 

Key points of note: 

During the month, solid performance was delivered 
from Macquarie, Cleanaway, Freedom Foods, 
Melbourne IT, Rio & Sonic. As we sold the Blue Sky 
exposure in this portfolio, the fall-out did not spill into 
this month. This means we were caught with excess 
cash during a rising market. We are looking to deploy 
some of this 22.09% cash at the appropriate time.  

After all the changes that were made during March, we 
only made two small changes during April. We closed 
out the balance of the Navitas position & added to the 
existing position of Melbourne IT. Navitas was sold due 
to the impact of the reduced English proficiency testing 
for international students. This reduction in English 
standards has & will continue to benefit the Student 
Accommodation sector.  

During the month, income was received from 
Cleanaway, Freedom Foods, Melbourne IT, Orora, Rio, 
Seek & Sonic.  
 
 
 
 
 
 

 Infinitas High Conviction Socially Responsible 
SMA 

 

Key points of note: 

As with the other equity portfolios, key positions like 
Cleanaway, Freedom Foods and Sonic delivered over 
the month. Property exposures Folkestone & Dexus 
also performed well. Performance was impacted by the 
heavy cash weighting that was a result of exiting Blue 
Sky in this portfolio too. Like the Allcap portfolio, these 
funds will be redeployed at the appropriate time.  

As per the Allcap portfolio, the balance of the Navitas 
was exited & we opened an initial position in 
Melbourne IT.  

During the month, income was received from 
Cleanaway, Folkestone Education Trust, Freedom 
Foods, Orora, Seek & Sonic. 
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Outlook for May 

The outlook for global markets is fine, but whether that 
translates into positive equity market returns is another 
thing all together.  

Firstly, the US has posted the 107th consecutive month 
of positive economic growth.  This current expansion is 
now the second longest in US history.  A lot of market 
commentators have been calling for this period of 
growth to end – a lot have been calling for this over the 
past 2 years.  The reality is, for the US to drop into 
recession, something major & unexpected would have 
to happen.   

At the end of economic cycles credit growth booms 
then flat-lines.  At the moment, US credit conditions 
continue to loosen, but are still no-where near loose. 

As recently as the last 24 hours, we have seen more 
evidence of the cycle continuing, if not strengthening.  
The US listed Apple announced their quarterly result.  
One of the immediate head-lines was “Apple’s cash 
hoard plummets to $US267bill”.  On further reflection, 
the real news was why Apple’s global cash balance had 
dropped from the previous quarters $US285bill.  Apple 
stated that due to the new US corporate tax rate in the 
US, 21%, it made no sense to sit on the funds and they 
planned to spend it (invest), spend it (buy-back more 
shares), spend it (pay out larger dividends).  In that kind 
of environment, it is hard to see US growth slowing 
down much.  

This kind of Apple style spending will not be the last.  If 
you look at the cash pile they are sitting on, they can do 
that for the next 10 years at least.  

 

This exact situation is something for Australian equity 
market investors to look forward to.  One of the biggest 
criticisms of the Australian market is that it lacks the 
earnings growth of other developed markets.  This is 
typically because Australian companies have been high 
dividend payers.  If the ALP policy becomes the reality 
post the next federal election – the rebate of excess  

 

franking credits ceases – I would expect Australian 
listed companies to pay less dividends & invest more in 
on-market share buy-backs.  Critics of that practice 
would call it manufactured earnings growth. 

But earnings growth is earnings growth & it will be 
rewarded by global investors.  

According to Bloomberg, the ASX200 has a pay-out 
ratio of approx. 90%.  That is, 90% of net profit after tax 
is paid to shareholders by way of dividend.  In the US, 
the S&P500 the pay-out ratio is only approx. 40% & 
they have on-market buy-backs for a similar amount.  
The chart below shows just how re-active the stock 
market is to on-market buy-backs (the red-line).   

No-one would knock back that kind of performance 
here in Australia.  

 

Lastly, May means two things here in Australia. 

Firstly, bank reporting season.  Expectations are low so 
it will be hard for them to disappoint.  

Secondly, the Federal budget is handed down on the 
second Tuesday of May. 

The rest of the month will be spent positioning 
portfolios according to take advantage of both.  
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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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