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THE IN VES TMENT OU TLOOK F O R JUNE 20 20

 

MONTH IN REVIEW

Markets continued to reflate during the month of May.  

This was warmly welcomed but should be viewed 
cautiously. 

 

Investors in stock markets are faced with many realities 
at this time.  

The key ones are: 

• Day to day volatility that resembles spins on a 
roulette wheel; 

• Dispersions of returns between the “winners” 
& the “losers” have rarely been greater; 

• Some of the “winners” in the current 
environment are companies that we are 
unlikely to ever invest in.  

 

Our strategy has been: 

• Raise cash levels into rallies; 

• Reduce equity exposures to companies which 
are domestically focused; 

• Look for opportunities with global exposures; 

• Look for opportunities regarding the 
recapitalisations of companies.  

 

We are not bearish or bullish. 

We are just being realistic regarding what we should 
expect to see from different asset classes.  

Asset weightings are key to the next 18-month outlook.  

 

 

The key market data is below:  

ASX200 4.22% 

Dow Jones 4.26% 

S&P500 4.53% 

Shanghai Composite -0.27% 
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*pre fees **pre franking credits ***Income benchmark is compounded monthly

 

PORTFOLIO STRATEGIES 

➢ Infinitas Income SMA 
 

Infinitas Income SMA   

Performance for May 2020: 0.66% 

Cash weighting: 23.60% 

Monthly turnover: 3.30% 

Largest holding: 
         Comm Bank 

(9.07%) 

Gross yield(f): 
4.1% p.a. 

(Forecast) 

    
Portfolio Breakdown   

Cash 23.60% 

Equities 24.55% 

Hybrids 37.70% 

Bonds 13.85% 

 

Key points of note: 

During the month, the hybrids in the Income portfolio 
continued their rebound from the March lows.  

 

We expect to rebalance the Income portfolio as the 
opportunities arise.  

Ideally, we would like to increase the hybrid exposure 

towards to the 50% mark. 

This would be funded by reweighting out of cash & 
equities.  

 

The existing policies of the government, RBA & 
regulators have made it clear the outlook for banking 
stocks & property exposures to have an elevated risk 
here in Australia.  

 

They have also made it clear that debt markets & debt 
instruments (like our hybrids exposure) are going to be 
maintained or protected by all policy measures.  

We are & plan to continue taking advantage of that.  

 

During the month:  

• Macquarie Bank Capital Notes 2 were 
purchased via their IPO.  

 

During the month, income was received from the: 

• Bank of QLD Capital notes; 

• Challenger Capital notes; 

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 0.66% -11.56% -12.35% -9.07% 0.53% 2.24% 4.92% 

RBA Cash +3% 0.27% 0.80% 1.73% 3.73% 4.24% 4.45% 4.82% 

  0.39% -12.36% -14.08% -12.80% -3.71% -2.21% 0.10% 

         

Infinitas High Conviction 
Allcap Australian Share SMA 

-0.42% -18.27% -24.66% -17.10% -0.62% 2.05% 5.45% 

ASX300 Accumulation Index 4.58% -9.73% -14.44% -6.52% 4.48% 4.35% 7.03% 

  -5.00% -8.54% -10.22% -10.58% -5.10% -2.30% -1.58% 
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• NAB Income Securities.  

• Macquarie Group went ex-dividend & this will 
be paid in early July.  

 

 

 

➢ Infinitas Allcap Australian Share SMA

Infinitas Allcap Australian Share SMA 

Performance for May 2020: -0.42% 

Cash weighting: 38.87% 

Monthly turnover: 4.00% 

Largest holding: 
Macquarie Group 

(10.44%) 

 

Key points of note: 

Our cash weighting tells investors everything. 

We are looking to generate returns by protecting 
capital.  

 

May was looking good for the Allcap portfolio until 
Freedom Foods gave a market update on the last day 
of the month & undid a lot of good work. 

Like many other companies, the domestic shut down of 
economy has impacted their earnings. 

Some things positively – like their UHT brands.  

Some things negatively – like their out of home sales.  

Bottom line:  

• their exposure to booming demand in 
emerging markets; 

• domestic sales via their McDonalds contract; 

• lactoferrin production for ultra-high margin 
products,  

Means their medium to long term outlook remains very 
strong.  

 

This highlights another key issue that investors in 
Australian equities face. 

During May, the government & financial regulators 
announced there would be no enforcement of 

continuous disclosure obligations until October.  

Currently, companies listed on the ASX are required to 
keep the investment community relatively well 
informed at all times.  

This is now on hold until October, meaning there are no 
penalties for keeping the market in the dark.  

 

Add this to the list of laws & regulations that will not be 
enforced until October. 

So far, these include, but are not limited to: 

• Evictions now on hold; 

• Bankruptcy thresholds increased; 

• Directors face no penalties for trading while 
insolvent; 

• & the above zero enforcement regime 
regarding continuous disclosure.  

 

We are not being bearish when we say this is a recipe 
for disaster.  

We are just being realistic.  

 

Everything in the Allcap portfolio was volatile during 
the month. 

Macquarie Group is now the biggest position in the 
portfolio.  

They have gone from strength to strength, being one of 
the best global exposures.  

 

During the month, we added Newcrest to the portfolio.  

We did this due to the exponential increase in money 
supply we have seen & we expect we will continue to 
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see on a global basis.  

There are higher growth gold exposures, but the aim 
with Newcrest is buying a financially strong gold 
producer that won’t deliver nasty surprises like some of 
the smaller gold plays always seem to.  

 

During May, we made the following changes: 

• Newcrest was purchased.  

 

During the month, zero income was received.  

• Macquarie Group went ex-dividend & this will 
be paid in early July.  

 

MARKET OUTLOOK FOR JUNE

At some stage we will see global markets reflect the 
true outlook for each asset class. 

 

Whether it’s: 

• a developed market or an emerging market; 

• equities or debt; 

• listed or unlisted.  

The bottom line is, we are seeing asset classes de-
couple from long term relationships.  

 

The Australian market has rallied.  

This has occurred against an outlook that includes:  

• The highest unemployment forecasts in 30 
years; 

• The lowest migration numbers in 100 years.  

 

Portfolios weightings will continue to be: 

• Domestically defensive; 

• Globally growth focused.  

 

It’s not about being bullish. 

It’s not about being bearish. 

It’s about being realistic.  
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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. 


