
   

THE INVESTMENT OUTLOOK FOR MARCH 2020

 

MONTH IN REVIEW

**Bernard’s new number: 02 8296 0845**

February was a rough month.  

 

The headline of the ASX200 dropping 7.7% for the 
month didn’t tell the full story. 

The real story was on February 13th, the Australian 
market hit an all-time high, then promptly dropped 
12% by the end of the month.  

There was no-where to hide.  

By the end of the month, even so called “safe havens” 
like the gold sector were under fire.  

 

Against a global backdrop of fear brewing over the 
spread of coronavirus, we also had reporting season 
here in Australia.  

Reporting season here was pretty poor.  

For the most part, we saw poor earnings growth. 

Companies went to great lengths to blame external 
events for their lack of delivery. 

I am pleased to say that apart from one exposure (our 
smallest across the portfolios), all companies met or 
exceeded earnings guidance. 

But that did not shelter us from the global fallout.  

 

A lot of commentators have compared the coronavirus 
fallout to the SARS impact almost 20 years ago. 

I think this is wide of the mark.  

 

The fallout we saw in February 2020 was similar to 
December 2018.  

But for very different reasons.  

In December 2018, global markets were developing 
liquidity issues.  

Overnight interest rates that institutions lent money to 
each other at skyrocketed.  

Credit was drying up.  

It wasn’t until the Federal Reserve announced a change 
in policy (that is, they would cease raising interest rates 
& start cutting them), that markets breathed a sigh of 
relief & started to rally.  

 

The attached table shows what December 2018 looked 
like.  
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During December 2018, from the start (which was the 
high) to the low on Christmas eve (when the Federal 
Reserve made its policy stance change announcement) 
& then the rebound post the Federal Reserve 
announcement, the ASX200 had a 300 point range.  

In no uncertain terms, December 2018, was a real 
cause for concern. 

 

Roll forward to February 2020, where in just two 
weeks, we dropped over 700 points.  

 

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

 

 

Which brings us to greatest summary of our intentions 
at this time: 

 

 

The key market data is below:  

ASX200 -8.21% 

Dow Jones -10.07% 

S&P500 -8.41% 

Shanghai Composite -3.23% 

“Be greedy when others are fearful, and fearful when they are greedy” 
Source: Warren Buffett 
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*pre fees **pre franking credits ***Income benchmark is compounded monthl

PORTFOLIO STRATEGIES 

➢ Infinitas Income SMA 
 

Infinitas Income SMA   

Performance for Feb 2020: -3.16% 

Cash weighting: 9.10% 

Monthly turnover: 8.00% 

Largest holding: 
         Comm Bank 

(10.18%) 

Gross yield(f): 4.5% p.a. 

    
Portfolio Breakdown   

Cash 9.10% 

Equities 40.81% 

Hybrids 37.58% 

Bonds 12.47% 

 

Key points of note: 

We’ve just had one of the steepest drops in equity 
market history. 

This resulted in the Income portfolio dropping 3.16% 
for the month. 

 

At the end of January, our cash weighting was 16.88%. 

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

In the Income strategy, that cash was deployed into 
Sydney Airport. 

At one stage over the past month, Sydney Airport was 
down over 20% from its year high. 

In our experience, dating back to September 11th, 
2001, is that everyone overreacts to short term shocks 
to traffic numbers.  

We wouldn’t be surprised, post the coronavirus effect, 
if Sydney Airport was one of our largest positions. 

Time will tell.  

 

We expect to continue to deploy capital. 

We expect to recycle capital from exposures like the 
Macquarie Income Securities that are being redeemed 
at face value over the next month.  

As at the end of February, the Macquarie Income 
Securities make up 6.62% of the Income portfolio.  

That effectively gives us a cash weighting of 15.72% 
(9.1% cash plus the 6.62% in the Macquarie Income 
Securities).  

 

This gives us a lot of options with where to deploy 
capital.   

 

During the month, we made one change:  

• We started with a zero position in Sydney 
Airport; 

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 -3.16% -0.85% -0.01% 7.00% 6.02% 5.30% 7.61% 

RBA Cash +3% 0.31% 0.92% 1.88% 4.04% 4.35% 4.55% 4.99% 

  -3.47% -1.77% -1.89% 2.96% 1.67% 0.75% 2.62% 

         

Infinitas High Conviction 
Allcap Australian Share SMA 

-7.58% -7.98% -3.80% 7.05% 6.94% 6.37% 8.66% 

ASX300 Accumulation Index -7.76% -5.22% -0.71% 8.75% 8.62% 6.23% 8.85% 

  0.18% -2.76% -3.09% -1.70% -1.68% 0.14% -0.19% 
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• We bought two tranches of Sydney Airport & 
expect to be an ongoing purchaser. 

We did not sell anything during the month.  

 

During the month, income was received from the: 

• Bank of QLD Capital Notes; 

• Challenger Capital Notes; 

• National Australia Bank income securities; 

• Mirvac.  

During March, we’ll receive a large dividend from 
Comm Bank, plus other income post reporting season.  

 

 

➢ Infinitas Allcap Australian Share SMA 
 

Infinitas Allcap Australian Share SMA 

Performance for Feb 2020: -7.58% 

Cash weighting: 11.24% 

Monthly turnover: 19.90% 

Largest holding: 
Centuria Office 

REIT (10.63%) 

 

Key points of note: 

At the start of this month we had two key focuses: 

1) Avoid any disasters emanating from reporting 
season &  

2) Act accordingly if any opportunities arose due 
to coronavirus concerns.  

 

Focus 1: Reporting season.  

Of all the investments we have exposures to, there was 
only one company that missed earnings guidance. 

That was technology exposure Audinate, which we view 
as one of the best tech companies listed here in 
Australia. 

Audinate makes up 2.4% of the portfolio.  

While the miss was disappointing, we continue to hold 
with a view that a company like this will rally hard with 
any broader market rally.  

Across the board all other expectations were met or 
exceeded.  

Focus 2: Coronavirus.  

At the end of January, our cash weighting was 30.2%. 

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

We have been deploying capital.  

 

Our view was (& remains so) that any panic 
surrounding coronavirus would be worse than the 
actual impact. 

So far this has been true. 

 

Our view was (& remains so) that any poor economic 
data flowing from the coronavirus impact will be more 
than offset by interest rates globally.  

So far this has been a day to day proposition.  

 

Based on these views, we have deployed capital to 
three exposures that we viewed as most leveraged to 
this heightened risk subsiding. 

These being: 

• BlueScope Steel (more of a US exposure than 
Chinese these days); 

• Fortescue (we purchased after it had dropped 
20% but before it went ex a record dividend); 

• Sydney Airport (for the same reasons we 
purchased in the Income portfolio).  

We expect to continue deploying capital.  

As we see continued interest rate cuts globally & 
economic stimulus packages (also globally) it is hard not 
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seeing this heightened level of risk subside.  

 

Our weightings are in the big, broad-based themes as 
follows: 

• Lower domestic interest rates for longer (good 
for property Centuria Office & Mirvac); 

• Property de-risking & QE (good for banks); 

• Lower global interest rates (great for an asset 
manager like Macquarie); 

• Global leader in niche products (Audinate); 

• Hyper growth in retail (Freedom Foods).  

 

Plus, the additions of BlueScope (not planning on being 
in this one long term), Fortescue & Sydney Airport. 

All fit within these big themes.  

During February, we made the following changes: 

• We purchased one tranche of BlueScope 
Steel; 

• We purchased one tranche of Fortescue 
(before it went ex-dividend); 

• We purchased two tranches of Sydney 
Airport. 

We did not sell anything during the month.  

During the month, Centuria Metro REIT changed its 
name to Centuria Office REIT.  

 

During the month, income was received from: 

• Mirvac.  

As with the Income strategy, during March we’ll receive 
the large Comm Bank dividend.  

Other dividends from this reporting season will drop in 
during March & April.  

 

 

MARKET OUTLOOK FOR MARCH

In the short term, it’s hard to not see this volatility 
continuing.  

Markets react to news flow. 

There is no stopping that.  

 

I’ve been around markets a long time & fears subside 
quicker than most expect them to.  

Within portfolios, we expect to use this to our 
advantage by taking relatively high cash levels down by 
deploying capital into companies we view as being 
leveraged to our broader themes.  

 

What is critical, is that we see global liquidity being 
maintained.  

To date, even in the face of extreme volatility, we have 
seen that liquidity hold.  

Global interest rate cuts, as expected, have begun. 

Central banks were slow to act & I can only put that 
down to the fact that there were no real liquidity 
squeezes over the last month.  

 

The missing piece to the puzzle, so far, is China. 

We are yet to see real action post most cities now 
getting back to the levels of economic activity post the 
Chinese New Year holiday.  

I expected this last month. 

I expected: 

• Monetary response (interest rate cuts & other 
intervention by the Peoples Bank of China); 

• Fiscal response (huge stimulatory spending at 
a government level).  

The way we should view this, is that every day is a day 
closer to this Chinese response. 

We are positioned for this accordingly.
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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) 8252 3202 
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. 


