
 

The investment outlook for November 2018

 

Month in Review 

Greetings all,  

There is no need to tell you that October was a rough 
month.  

The 3 charts below tell the story.  

The ASX200 finished down 6.05% for the month.  

Over the course of the month, the Australian market 
bottomed last Fri, down 11.8% from the August high. 

As at the end of the month, the ASX200 rallied 3.7% 
from the low.  

 

 

In the US, their key benchmark, the S&P500 closed 
down 6.8% for October.  

 

 

 

In China, the Shanghai Composite closed down 4.2% for 
October.  

Their rally from their month intra-day low was the most 
extreme. 

Last week, intra-day, the Shanghai Composite almost 
hit 2400 before rallying over 8%.  

Please note, the chart below only shows closing prices, 
not intra-day lows.  

 

 

At times like this, the media reverts to a rolodex of 
clichés to explain market moves.  

The reality was that towards the end of August, 
markets were complacent. 

That complacency was snuffed out during October.  

More on that later.  
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Portfolio Strategies 

 Infinitas Income SMA 

 

Key points of note: 

During October we decided to not take any action. 

We were comfortable with the interest generating 
securities in the portfolio. 

We were comfortable with the existing 24.33% in listed 
equities.  

We are looking for the ideal time to increase existing 
positions & to introduce new positions into the Income 
strategy.  

We decided to wait until we were closer to a catalyst 
for an upwards move in markets before we deployed 
any of our overweight cash position.  

Those catalysts are discussed later in this note.  

Most importantly, behind the scenes, the Income 
Portfolio has generated a total return of +2.81% 
financial year to date. 

That compares the to the ASX200 generating a negative 
return of -4.61% year to date.  

That is, the Income portfolio is doing its job.  

 

 

 

During the month, income was received from: 

• QBE (now sold); 

• Macquarie Income Securities; 

• Qube notes; 

• Both the Vanguard & iShares ETF’s.  

 

 Infinitas High Conviction Allcap Australian 
Share SMA 

 

Key points of note: 

We here at Infinitas thought we were well prepared for 
any pending volatility.  

Essentially there was no-where to hide over the last 
month.  

Stocks that were classified as growth were crunched as 
were companies that we classify as value oriented.  

The Allcap portfolio is positioned conservatively, as the 
below graphic shows.  
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The relatively good news was that our purchases of 
BHP during the month paid off, considering BHP has 
announced a larger than expected off-market buy-back. 

We expect BHP to be as positively impacted as Rio was 
recently with their similar, smaller off-market buy-back.  

Good news was reported with Healthscope coming 
under takeover from a private equity consortium that 
included an industry super fund.  

Most of the underperformance in the portfolio came 
from general market weakness. 

But the key position that underperformed was AMP.  

The short story is, we got this wrong (in the short 
term).  

The long story is, our thesis behind owning AMP has 
been proven wrong due to the market’s reaction post 
AMP announcing exactly what was expected. 

AMP was dealt with quite savagely last week. 

But as I type this missive, AMP has now rallied 18% 
since month end.  

Too late to capture in the October performance, but it 
does demonstrate that whenever the market decides 
to sell a dollar for fifty cents, it does not last long.  

During the month, income was received from: 

Orora; 

QBE (now sold).  

Market Outlook for November 

Investors have been asking what was the real reason 
behind the market sell-off. 

The short answer is: US interest rate expectations. 

The long answer is: US interest rate expectations 
continue to drive the USD up, which while it isn’t 
causing any liquidity squeezes yet, it has taken the edge 
of global fast money flows (yep, it’s pretty technical).  

 

So, where to from here?  

It is our view that the extreme positioning for US 
interest rate expectations to continue to rise will 
subside causing the USD to subside causing at least a 
relief rally.  

Also, contrary to what a lot of “experts” are saying, 
global markets are usually pretty kind post US mid-term 
elections as markets can take a breather from all the 
political nonsense. 

 

At the risk of putting readers to sleep, let us look at 
some graphs below to illustrate the above.  

The 4 charts show speculative positioning in the: 

US 10-year bond; 

US 2-year bond; 

US 5-year bond; 

US 30-year bond.  

 

Speculators “short” US bonds if they believe US interest 
rates are going to rise.  

As you can see, speculators are short the US 10, 2, 5, 30 
year bond. 

More importantly, the short positions are at record 
numbers. 
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Now, I am no sailor, but I do know what happens when 
everyone runs from one side of the boat to the other.  

To spell this out: 

• if speculative short positions in US bond 
markets subside;  

• the USD’s rally will subside; 

• & global markets will breathe a pre-emptive 
sigh of relief.  

 

It is also worth commenting on Australian (Syd-Melb) 
house prices.  

No doubt that property prices are taking a breather at 
the moment. 

The key things to remember are: 

1) Official interest rates &  

2) Infrastructure.  

 

To see a pause turn into a prolonged downturn, we 
really need to see interest rates a lot higher. 

Also, unlike the pre-Olympic spending on white 
elephant stadia, the current infrastructure boom isn’t 
forecast to peak until 2023. 

As you can see from the chart below, this is only going 
to increase as we go into a federal & NSW election 
cycle.  

Bottom line, a pause, a dip after the run it’s had, isn’t 
the end of the world.  
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By this time next month: 
• US mid-terms will be behind us; 
• Hopefully the anti-China rhetoric from a 

certain person in the US would have died 
down; 

• The extreme volatility from October 
would at least subsided.  

 
‘til next time.  

 



ABN 78 129 953 724 
AFSL 326087  

  
  

+61 (02) 8252 3203 | office@infinitasmgt.com.au | Level 10, 65 York St, Sydney, NSW, 2000 
6 

 

 

 

  

 

 

 
 
 

Bernard Gresser 

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


