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MONTH IN REVIEW

April was a good month post the global rout in March.  

Even though the Australian market underperformed 
the US market substantially, a lot of our key positions 
rebounded.  

 

The Income portfolio rebounded 6.45% during April.  

The Allcap portfolio rebounded 7.33% during April.  

 

Everything has changed over the past couple of months.  

We have gone from a global environment where 
growth was strong but central banks were reluctant to 
raise official interest rates (otherwise known as the 
sweet spot as far as investing is concerned) to a global 
recession where central banks are literally printing 
money to ensure liquidity in markets & governments 
are undertaking programs (some call them stimulus, 
some call them compensation) to ease the economic 
impact of lock downs.  

 

We always look at the investment landscape via a global, 
thematic lens.  

 

 

We then look where we can apply that post applying 
some risk assessments. 

 

These risk assessments include question like:  

• What is the likelihood of this investment 
thesis playing out; 

• What makes us wrong; 

• Is everyone factoring in either perfection or 
the apocalypse. 

 

Our portfolio changes over the past month reflect this. 

 

 

The key market data is below:  

ASX200 8.78% 

Dow Jones 11.08% 

S&P500 12.68% 

Shanghai Composite 3.99% 
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*pre fees **pre franking credits ***Income benchmark is compounded monthly

 

PORTFOLIO STRATEGIES 

➢ Infinitas Income SMA 
 

Infinitas Income SMA   

Performance for Apr 2020: 6.45% 

Cash weighting: 27.08% 

Monthly turnover: 6.40% 

Largest holding: 
         Comm Bank 

(8.96%) 

Gross yield(f): 4.01% p.a. 

    
Portfolio Breakdown   

Cash 27.08% 

Equities 24.79% 

Hybrids 34.43% 

Bonds 13.62% 

 

Key points of note: 

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

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

At the end of April, cash weighting was 27.08%.  

 

As per the name of this strategy, the Income portfolio is 
targeting assets that will provide income. 

When the investment universe of Australian assets 
starts to “defer” dividends, that causes issues. 

Deferred dividends should be viewed as cancelled until 
proven otherwise.  

 

When a company cancels its dividend or has a capital 
raising, it impacts many parts of the capital structure of 
the business.  

A company cancelling its dividend means less money 
going out.  

A company raising capital means more money coming 
in. 

These scenarios are not great for shareholders but are 
very good for holders of the company’s debt. 

 

The Income portfolio was weighted 34.43% into this 
asset class as at month end.  

It was even higher before the Macquarie Income 
Securities were redeemed.  

This demonstrates that even while companies are 
cancelling dividends & having capital raisings, there are 
a lot of opportunities on the debt side of the ledger, 
with a lot less risk associated with it.  

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 6.45% -14.93% -13.08% -8.48% 0.08% 1.94% 4.89% 

RBA Cash +3% 0.27% 0.84% 1.78% 3.83% 4.28% 4.48% 5.07% 

  6.18% -15.77% -14.86% -12.31% -4.20% -2.54% -0.18% 

         

Infinitas High Conviction 
Allcap Australian Share SMA 

7.33% -24.02% -22.50% -15.09% -0.79% 2.04% 5.49% 

ASX300 Accumulation Index 9.02% -20.39% -15.58% -9.06% 1.98% 3.50% 6.33% 

  -1.69% -3.63% -6.92% -6.03% -2.77% -1.10% -0.84% 
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Just like the Macquarie Income Securities, we expect 
the NAB Income Securities to be redeemed over the 
next 12 to 18 months.  

Until that final upward “bump” in capital value, we’re 
quite content to receive their interest payments.  

 

We also hold bonds & preference shares outside the 
Income strategy that we expect to be redeemed over 
the same time frame.  

Every single one of these investments comes with their 

own nuances.  

Before we even contemplate putting any capital at risk, 
we ensure we are across every consideration.  

This means that when others are panicking, we can 
take a measured approach.  

Hence, while others were selling this asset class during 
March, we maintained all positions.  

 

As at the end of the month, bonds made up 13.62% of 
the Income portfolio. 

Both investments that make up this weighting paid 
income during the month.  

Unlike equities where we are looking at income & 
growth, bond exposures are all about the income.  

We are more than happy to outsource capital to 
Vanguard & ISHARES (owned by BlackRock) to gain 
exposures to portfolios of bonds that are managed by 
teams that have demonstrated their capacity navigate 
liquidity squeezes & still produce income.  

 

Equities made up 24.79% of the Income portfolio as at 
the end of the month.  

Considering the outlook for cancelled or reduced 
dividends, we exited the small positions in NAB & 
Westpac that we’d maintained for far to long.  

Within the equities component of the portfolio, the 
banking exposures are Comm Bank (dividend already 
paid) & Macquarie (only 30% of earnings are generated 
from Australia).  

Our intention is to continue to re-weight this equity 
component into businesses that will either benefit from 
the current global outlook or have rock solid 
distributions.  

                               

The month end cash weighting was 27.08%. 

This is an all-time high cash weighting.  

Global markets are volatile.  

Considering we are in a global recession, it is hard to 
see a sustained equity market rally.  

Opportunities are presenting themselves across a range 
of asset classes. 

When those opportunities meet the parameters the 
Income Portfolio works to, we’ll add them.  

 

During the month:  

• The Macquarie Income Securities were 
redeemed; 

• The positions in NAB & Westpac were sold.  

 

During the month, income was received from the: 

• ISHARES High Yield ETF; 

• Vanguard Bond ETF; 

• Residual interest from the Macquarie Income 
Securities; 

• Qube hybrids.  
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➢ Infinitas Allcap Australian Share SMA 

 

Infinitas Allcap Australian Share SMA 

Performance for Apr 2020: 7.33% 

Cash weighting: 42.67% 

Monthly turnover: 25.20% 

Largest holding: 
Comm Bank 

(9.87%) 

 

Key points of note: 

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

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

At the end of April, our cash weighting was 42.67%.  

Our strategy in the short term has been to sell the 
rallies. 

 

The sector weightings for the Allcap portfolio (as at 
month end) are above.  

 

For the Allcap portfolio, our universe is the ASX300 
Index. 

Basically (but not always) the 300 largest & most liquid 
companies listed in Australia.  

Every single one of those companies has been impacted 
by COVID19 over the past few months. 

 

 

We filter all companies based on a lot of criteria. 

At different times, different criteria are more important 
than others.  

At the moment, some of the more important criteria 
include: 

• Percentage earnings from overseas sources; 

• Need for additional capital; 

• Sensitivity analysis across a range of factors.  

 

In addition, we look at some broader thematics. 

At the moment, some of these thematics include:  

• Are central bank programs positive or 
negative; 

• Are government policies positive or negative.  

 

Based on the above, the sectors that face the biggest 
structural headwinds are: 

• Domestic providers of credit &  

• Landlords.  

 

These two groups will be forced to absorb more losses 
than any other sector based on domestic policy settings 
by the RBA & government.  

 

S&P/ASX ACCUM 300 INDEX ASX 300 Weights Allcap SMA Weights Net Allcap weights vs ASX 300

FINANCIALS 25.33% 19.56% -5.77%

REAL ESTATE 6.60% 7.85% 1.25%

ENERGY 3.92% 5.78% 1.86%

CONSUMER DISCRETIONARY 6.40% 0.00% -6.40%

MATERIALS 18.62% 0.00% -18.62%

INFORMATION TECHNOLOGY 3.00% 2.84% -0.16%

HEALTH CARE 13.45% 3.89% -9.56%

COMMUNICATION SVC 3.67% 0.00% -3.67%

ULTILITIES 2.06% 0.00% -2.06%

INDUSTRIALS 7.78% 8.08% 0.30%

CONSUMER STAPLES 6.83% 9.16% 2.33%
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Domestic Providers of Credit (Banks).  

This is based on the Reserve Bank of Australia being 
substantially less accommodative than other central 
banks around the world. 

In addition, domestic government policy dictates that 
banks will be forced into substantially more bad & 
doubtful debts over the next 6 to 12 months. 

It is our expectation that at some stage in the future, 
the RBA will take future action that will be more 
accommodative.  

At that time, we will review our banking exposure.  

 

To put this into perspective, post the GFC, government 
& RBA policy settings were very positive for the banks. 

This crisis has resulted in the exact opposite policy 
settings.  

 

Landlords (Real Estate Investment Trusts).  

Australian government policy framework puts the short 
& medium term value of rental income across most of 
the property sector under pressure.  

Long term, these rental issues will be resolved.  

Also, official interest rates will remain lower for a lot 
longer than previously forecast.  

However, due to the uncertainty over rental income & 
the havoc that can cause in the short to medium term, 
we only expect to look at very specific property 
exposures.  

 

In addition, the Early Release of Super program has 
caused a greater impact to the Industry Super sector 
than what was originally expected.  

This has impacted the listed property market more than 
most other sectors.   

The Industry Super sector has been historically 
overweight property exposures. 

These exposures have typically been via direct, unlisted 
property assets.  

 

Over the past month, in anticipation of the Early 

Release of Super program, we have seen several cases 
reported of Industry Super funds redeeming listed 
property investment mandates from fund managers. 

The reason for this is that it is possible to sell a few 
billion dollars worth of listed property assets very 
quickly.  

It is not possible to sell a few billion dollars worth of 
buildings very quickly.  

 

We can add this lack of buying of listed real estate 
assets to the short to medium term structural 
headwinds facing the sector.  

 

If domestic banks & REIT’s are the losers, who are the 
winners?  

In any given year, governments are the biggest single 
customer of private hospitals as governments buy 
blocks of time as part of their usual planning.  

Private healthcare providers will benefit as 
governments try clear the backlog surgeries that have 
been put on hold during the COVID19 restrictions.  

Based on this, we purchased an initial stake in Ramsay 
Health Care, the largest private hospital operator in 
Australia.  

We expect the government usage of their facilities will 
be a positive for the next 12-18 months.  

 

Another potential winner from the current malaise is 
Macquarie.  

Yes, Macquarie does have domestic banking 
operations, but 70% of their earnings are generated 
offshore.  

Unlike the domestic banks that effectively can only use 
the RBA credit lines, Macquarie can access the credit 
facilities of the Federal Reserve, ECB & Bank of England. 

As they generate 70% of their earnings offshore, 
Macquarie has a natural hedge in place.  

Tapping cheap credit lines & buying mispriced assets 
was one of the reasons Macquarie came out of the GFC 
so strongly. 

This is not their first rodeo.  
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As you can see: 

• there are a lot of moving parts &  

• winners & losers. 

Our job is to filter all of that & deliver a portfolio that is 
positioned to take advantage of the conditions we are 
faced with.  

The Allcap portfolio will continue to change as 
circumstances change.  

At the moment, those circumstances are too influenced 
by central bank & government policy for our liking.  

During April, we made the following changes: 

• We sold BlueScope; 

• We sold Centuria Office Fund; 

• We sold Westpac; 

• We purchased Ramsay Health Care.  

During the month, income was received from: 

• Fortescue (sold in March); 

• Centuria Office Fund.

MARKET OUTLOOK FOR MAY

As per the outlook for April, there are three key issues.  

These were, are & will continue to be: 

 

1) The health issues; 

2) The economic issues; 

3) The market issues. 

 

Health issues (update). 

We weren’t happy with the information that 
governments were producing so we went out & 
sourced better data.  

The external fund manager we sourced that data from 
was spot on, predicting accurately the peak infection 
rates here in Australia & overseas. 

How did getting the right data on the health aspects 
help us? 

It didn’t.  

 

Economic issues (update).  

We didn’t expect anything good on this front. 

Now the first blocks of economic data are dropping in, 
it’s all pretty bleak.  

We are also now sourcing some key, propriety data that 

will help shape the economic picture further. 

The aim of this is to develop a view on just how long & 
deep the Australian recession will be.  

This will allow us to put the Australian economic picture 
into perspective when compared to the global 
economic picture.  

 

Markets issues (update).  

We’re getting comfortable with how our market view is 
developing. 

This isn’t just across the Income or Allcap portfolios.  

This is across: 

• Developed markets; 

• Emerging markets; 

• Debt markets; 

• Real assets; 

• VC.  

 

When there are changes to strategy across all 
investment classes, we will be in touch. 

The Infinitas Brains Trust ™ has never worked harder to 
be on top of global events.  
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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. 


