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THE INVESTMENT OUTLOOK FOR APRIL  2020

 

MONTH IN REVIEW

March was a terrible month.  

 

Officially the ASX200 was down 21.18% for March. 

A chart of the index for March is below.  

 

Recent market history has been brutal.  

February 20th: the ASX200 hits an all-time high of 
7197.20. 

March 23rd: the ASX200 hits a month-low of 4402.50. 

 

From peak to trough, this was a drop of 38.8%.  

By the end of the month the market had rallied 15.3% 
from that intra-month low.  

 

We made the below comment in our email from last 
month:  

Our view is, the coronavirus won’t get us, but the 
government induced panic will take its toll.  

This turned out to be worse than we could have ever 
had forecasted.  

Global markets were already feeling pressure. 

Then the shutdowns of entire economies were 
announced.  

Then the oil cartel, OPEC, fell apart causing global credit 
markets to freeze.  

 

The GFC took from November 2007 until March 2009. 

It took that long (17 months) to see credit markets fully 
freeze up. 

 

This crisis was immediate with credit markets freezing 
up almost immediately in early March.  

The US Federal Reserve became the world’s banker for 
the first 3 weeks of March. 

In Australia, despite all noises to the contrary, it took 3 
weeks for the Reserve Bank to act in a meaningful way.  

  

During February, our view was to deploy some of the 
high cash levels sitting in portfolios with a view that 
markets were over-reacting to the coronavirus.  
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At the start of March, when credit markets froze, that 
strategy stopped immediately.  

Instead of looking to deploy capital, it became a case of 
protecting capital.  

 

 

 

The key market data is below:  

ASX200 -21.18% 

Dow Jones -13.74% 

S&P500 -23.51% 

Shanghai Composite -4.51% 

 

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

 

PORTFOLIO STRATEGIES 

➢ Infinitas Income SMA 
 

Infinitas Income SMA   

Performance for Mar 2020: -17.47% 

Cash weighting: 21.96% 

Monthly turnover: 10.30% 

Largest holding: 
         Comm Bank 

(9.37%) 

Gross yield(f): 4.8% p.a. 

    
Portfolio Breakdown   

Cash 21.96% 

Equities 31.23% 

Hybrids 32.50% 

Bonds 14.19% 

 

Key points of note: 

Everything changed in March.  

At the end of February, our cash weighting was 9.1%. 

At the end of March, out cash weighting was 21.96%. 

This cash weighting includes cash (13.95%) plus the 
Macquarie Income Securities (8.01%) that have delisted 
& will be redeemed during this month.  

 

Almost every asset class was sold off during March. 

The Income strategy had its worst one-month 
performance in its history.  

The biggest reason behind this was our quantitative 
easing (QE) focused strategy getting turned on its head.  

What was our strategy?  

Model & Benchmark 1 Month 3 Month 6 Month 12 Month 3 Year p.a. 5 Year p.a. Since Inception p.a. 

                

Infinitas Income SMA -17.47% -17.91% -19.06% -13.11% -1.94% 0.50% 4.05% 

RBA Cash +3% 0.27% 0.88% 1.82% 3.94% 4.31% 4.51% 5.03% 

  -17.74% -18.79% -20.88% -17.05% -6.25% -4.01% -0.98% 

         

Infinitas High Conviction 
Allcap Australian Share SMA 

-23.53% -27.72% -28.28% -17.44% -2.78% 1.01% 4.60% 

ASX300 Accumulation Index -20.83% -23.41% -22.86% -14.53% -0.59% 1.39% 5.26% 

  -2.70% -4.31% -5.42% -2.93% -2.19% -0.38% -0.66% 
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We have had the view for the past 12-months that the 
Reserve Bank of Australia would continually cut interest 
rates & then ultimately undertake a quantitative easing 
program.  

This would drive banks earnings growth & continue to 
increase demand for high yield offerings. 

This would also benefit key parts of the Australian 
property market as interest rates would be lower for 
longer.  

 

What happened?  

The credit squeeze hit global markets in early March. 

The RBA took too long to cut interest rates. 

The RBA took too long to provide liquidity measures.  

Finally, when the RBA did final act, there were a lot of 
strings attached to the liquidity functions that they 
offered the Australian financial system.  

 

This means that there will be an element of credit 
rationing in by Australian banks.  

This compares the Federal Reserve in the US which has 
essentially acted as the world’s banker for the past 
month.  

Unlimited credit, ensuring global liquidity. 

 

Our equity positions in the Income portfolio were hit 
hard.  

Our hybrid exposures were also hit hard as the credit 
squeeze spilled over into the listed market for 
preference shares & capital notes.  

As you can see from the attached chart, there were 
periods of panic throughout March as investors 
dumped all hybrids. 

  

 

We are now on a GFC-style footing.  

This means doing what we did post GFC.  

Post GFC, we could buy many hybrids (preference 
shares & capital notes) at significant discounts to their 
face value.  

We expect to reweight into these oversold hybrid 
positions over the coming months.  

 

Regardless what the Australian government & RBA 
pressures the Australian banking sector to do with their 
dividends, there is a lot of value in the hybrid market 
without the risk of equities. 

 

During the month:  

• We sold Bendigo & Adelaide Bank (at the very 
end of the month); 

• The Macquarie Income Securities delisted & 
will be redeemed during April.   

 

During the month, income was received from the: 

• AMP Capital Notes; 

• Bendigo & Adelaide Bank; 

• Comm Bank; 

• Westpac Capital Notes.  
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➢ Infinitas Allcap Australian Share SMA 
 

Infinitas Allcap Australian Share SMA 

Performance for Mar 2020: -23.53% 

Cash weighting: 27.72% 

Monthly turnover: 17.90% 

Largest holding: 
Comm Bank 

(10.37%) 

 

Key points of note: 

Everything changed in March.  

As per the Income Portfolio commentary, our long-
term QE strategy view has been turned on its head.  

 

We are now on a GFC-style footing.  

At the end of February, our cash weighting was 
11.24%. 

At the end of March, our cash weighting was 27.72%.  

 

We have gone from having exposures to sectors & 
companies that will benefit from government spending, 
to now looking at ones that will be impacted the least 
from government lock downs.  

 

We have gone from having exposures to economies 
that are growing the fastest, to now avoiding 
economies that will have the longest, deepest 
recessions.  

 

Regardless of how companies have performed recently, 
we need to avoid earnings “ice-bergs”. 

What is unfortunate is that some of these earnings 
“ice-bergs” are coming straight from government policy 
announcements.  

 

 

One of the biggest opportunities we can see in the 
Australian market are when the biggest companies 
listed here undertaking capital raisings.  

Post GFC, there were dozens of these 
“recapitalizations”.  

Significantly, short to medium term returns can be 
generated as companies go from being financially 
stretched to having real financial strength within a 
short time frame.  

 

In the medium term, it is likely that there will be more 
“re-caps” during 2020, than there was during & post 
the GFC. 

 

During March, we made the following changes: 

• We sold Bendigo & Adelaide Bank (at the very 
end of the month); 

• We purchased a second tranche of Fortescue 
at near month lows; 

• We sold all the Fortescue (purchased over two 
tranches) at near month highs; 

• We sold a small portion (approx. 1%) of 
Freedom Foods after some strong relative 
performance.  

 

During the month, income was received from: 

• Bendigo & Adelaide Bank; 

• Bluescope Steel; 

• Comm Bank; 

• Worley; 

• Centuria Office Fund. 

Next week we will receive the substantial dividend 
from Fortescue.   
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MARKET OUTLOOK FOR APRIL

The are 3 key ongoing points to address: 

1) The health issues; 

2) The economic issues; 

3) The market issues. 

All 3 issues are related.   

 

Health issues (update). 

Everyone has an opinion on when the 
infection/hospitalisation/death rates will plateau & 
drop.  

We are not waiting for official numbers. 

We are watching daily the output from two fund 
managers who have built their own internal models.  

 

Economic issues (update).  

We are not expecting anything good on this front.  

The variables we are now looking at include: 

• How long & deep will this recession will be; 

• Which economies will recover sooner than 
others; 

• Which economies will lag others for longer.  

 

Markets issues (update).  

There are a lot of moving parts with this one.  

Markets are a function of the above. 

They also are going be a function of: 

• Government announcements; 

• Central bank announcements; 

• Capital raisings (in this environment they may 
be called re-capitalisations); 

• Dividend cuts/suspensions; 

• Managed fund redemptions/closures; 

• Managed fund redemption freezes.  

We are absorbing all of the above into our decision-
making processes.  

  

This is the most complicated time in the history of the 
global economy.  

We are trying to keep the message as clear & concise as 
possible. 

We are viewing the next 6-12 months in terms of what 
we experienced during the GFC.  

The Infinitas team is working non-stop to find the 
opportunities.  
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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 $2.5m+ 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) 8296 0845 
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. 


