
W
hat will be the major headlines for 2020? Not an easy ques-
tion by any means. Obviously it’s all very crystal ball stuff, 
but it doesn’t take long before some big headline themes 

start to resurface. Our last Powerwrap Quarterly was based on cli-
mate change and ESG / Impact Investing and ways in which inves-
tors can gain exposure to this fast growing sector. We think this 
theme is only just in its infancy and will be one of the prevalent 
investment topics of 2020 as investors start to think how they can 
build a sustainable portfolio and contribute to the world in a positive 
way. You only have to peer into our backyard to see the collatoral 
damage the recent Australian bushfires have caused. The country 
suffered its worst bushfire conditions in history, and the season has 

only just started. Rebuilding efforts and insurance costs will have a 
knock on effect on GDP and associated stocks. The coal and fossil 
fuel sector may bear the brunt of a potential shift to renewables. All 
in all though, the global economy is tipped to rise by 3.0% in 2020. 

Policy was much of the theme of 2019. Central banks will continue to 
support most advanced economies through cheap money and low 
rates. Fiscal stimulus will be needed more than monetary. Counter-
ing the benefits of stimulus are the ongoing geopolitical disruptions 
such as Trump’s trade war and Brexit. And then there are the sur-
prise tensions such as a Trump impeachment or war. Progress in the 
US-China trade war would give way to significant upside potential 
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in equity markets. On the flip side 
if the trade war continues and in-
tensifies into a currency war, equity 
markets will slide. Economic growth 
should tick higher with trade ten-
sions easing. The Fed will continue 
on its cutting cycle into 2020 but 
rates are reaching its lower bounds. 
Inflation could edge higher. 

The bottom line is that 2020 there 
wil be a year of positive change 
where much of the fears that 
plagued 2019 will have abated and 
in some cases even disappeared

 Bushfire Message

It’s easy to feel helpless about the 
many bushfires raging across Aus-
tralia. 

Aside from donating money directly, 
you can donate needed goods, you 
can access volunteer leave to vo-
lunteer your time with one of the 
many organisation’s working to 
provide support and relief, you can 
give blood, or you can spend your 
money at any of the businesses in 
Melbourne, Sydney, Adelaide or 
Perth, your local area or online, that 
are donating proceeds to the re-
lief effort. `In the months to come, 
when the immediate crisis subsides 
and life returns to normal for many 
Australians, residents of all of these 
fire effected areas and prior to this, 
drought effected areas will only be 
beginning the long journey towards 
rebuilding. Supporting local and 
small businesses in these commu-
nities helps them bounce back now, 
and keeps them afloat later on – if 
you’d like to consider buying direct 
from some of these businesses 
have a look at @spendwiththem  or 
@buyfromthebush for some ideas.

And don’t forget that the local eco-

nomy in these towns heavily relies 
on visitation, and if there isn’t visi-
tation these country towns are go-
ing to struggle even more than they 
already are. So plan a week, a wee-
kend or even a day trip – check out 
the Tourism Australia page https://
www.australia.com/en for ideas of 
places to go, things to do and even 
for help planning your trip (as well 
as travel alerts), you can also have a 
look @emptyesky on Instagram for 
more ideas.

Powerwrap understands that this 
has been, and continues to be, a di-
stressing time for many individuals 
directly involved or impacted, and 
for those witnessing the devasta-
tion from a distance. During this 
time you are reminded of the sup-
port available to you, your collea-
gues and family members through 
our Employee Assistance Program 
(EAP) provided by Peoplesense. 
This is a free, confidential coun-
selling service that you can access 
online https://www.peoplesense.
com.au/online-eap-booking or by 
calling 1300 307 912.  Appointments 
can be face-to-face, by telephone 
or via skype at a time convenient 
for you. 

What is Powerwrap doing?

We are supporing the Operati-
on Angel and the Wildlife Victoria 
Bushfire Appeal.

Operation Angel puts together 
emergency hygiene packs for firefi-
ghters and evacuees. They have put 
out a call for urgent help seeking 
donations of items to place in the 
packs that they are distributing to 
all of the affected areas on a dai-
ly basis. The items include things 
such as travel size toiletries, eye 
drops, face washers & hand towe-

ls, disposable razors, cutlery and 
lollies.  You are invited to make a 
donation towards the purchase of 
these items (each pack cost about 
$25) which we will buy in bulk, we 
will then ask for volunteers to help 
create the packs (see photo below) 
so we can then drop them off at the 
collection point for distribution to 
those in need. 

We will also be collecting donati-
ons for the Wildlife Victoria Bushfi-
re Appeal – donations to this appe-
al will be distributed to wildlife 
shelters and carers to help rebuild 
enclosures and to purchase equi-
pment they have lost in the fires 
so that they can support the enor-
mous number of animals that will 
need care in the coming weeks and 
months. 

To make a donation to either (or 
both) of these great causes you 
can EFT funds to the Powerwrap 
bank account as follows:  

• Account name: Powerwrap Ltd
• BSB:                          183-334
• Account number:             303518385
• Narration: Which fund you are 

donating to

Given the urgency of the support 
needed we ask that you please 
make any donations as soon as po-
ssible – ideally we would like to get 
the first packs to Operation Angel 
before the weekend.  If you would 
like to volunteer your time to assist 
putting the packs together once 
we have purchased the items plea-
se email me. 

Should you have any questions 
please don’t hesitate to contact 
Ishan Dan on  03 8681 4658.
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C
lass Action Monitoring Service is a 
new service involves the monitoring, 
applying for arranging recovery of funds 

for the many Class Actions that are currently 
occurring in the market. With the number 
of large litigation and settlements growing, 
it is more important than ever that updated 
governance and monitoring is applied on your 
clients’ behalf. 

The service covers both domestic and 
international listed securities, and determines 
if an investor is eligible to participate in 
a particular Class Action, completes the 
application process for the investor, monitors 
the progress of the Class Action and arranges 
for the payment of any compensation granted. 

Financial Recovery Technologies will provide 
the Powerwrap Class Action Monitoring 
Program.

Questions:

What is a shareholder class/collection 
action?

In Australia, a class action enables a group 
of investors (class members) who bought 
or sold a company‘s securities within a 
specific time frame to bring a claim against a 
company.  Class members generally claim to 
have suffered economic injury due to alleged 
violations of securities laws such as misleading 
or deceptive conduct and/or breaches of 
requirements to disclose information. Class 
actions can also be commenced on behalf 
of investors who have lost money due to 
the misconduct or negligence of companies 
acting as trustees or in other particular roles in 
relation to financial investments.  Class actions 
allow investors to group together to try and 
recover damages suffered as a result.

What are the benefits of joining class 
actions?

When investors join class actions, they are 
able to consolidate their claims into a larger 
legal action with other investors who have 
been similarly impacted. The class aims to hold 
the company accountable for their actions. 
Investors who have been damaged and join 
the class action may recover their share of the 
settlement funds. 

Why should I use the class action monitoring 
program?

FRT’s (Financial Recovery Technologies‘) 
AccountWatch Class Action Monitoring and 
Recovery Program is a turnkey governance 
solution that automatically provides 
shareholder litigation monitoring, identification, 
filing and recovery. It is designed to proactively 
enhance the corporate governance, oversight 
and standard of care applied to client 
accounts. With AccountWatch, you can rest 
assured that any money clients are entitled 
to in passive class action settlements will be 
automatically recovered on their behalf and 

deposited in their accounts. Australia has the 
second highest number of shareholder class 
actions in the world after the United States, 
so it’s an important jurisdiction to have a 
seamless recovery mechanism in place—and 
AccountWatch is a focused solution to do just 
that. 

Post Royal commission have you seen any 
increase in class actions?

Yes. There has been an increase in shareholder 
class actions taken against financial services 
companies post the Royal Commission. 

What is the expected total settlements in 
Australia?

To date the total settlements awarded in 
Australia from shareholder class actions 
amounts to about $2bn. The largest single 
settlement approved was Centro Properties 
with $200m. However from the 30+ open and 
underway cases, there is an expectation that 
some future settlements will be a lot larger. 

How much does an investor typically get 
back from a class action?

Historically investors have received about 20% 
of their recognised loss from an Australian 
shareholder class action. The settlement can 
vary by market. In the U.S., investors have 
received about 3-5% of their recognised 
loss. FRT was a pioneer in the claims filing 
space with its utilisation of technology to 
automate the calculation of recognised loss 
for every eligible claim prior to filing. While not 
required, FRT’s additional step in calculating 
recognized loss maximizes clients‘ recoveries 
by correcting any errors made by claims 
administrators. 

How does the investor know if they are 
eligible?

To be eligible to join a class action, an 
investor has to have held the security during 
the class period, the time during which the 
company committed questionable activity 
that adversely impacted the share price. The 
investor consequently suffered a financial loss 
and therefore has a legal claim for damages 
against the company. This is where FRT comes 
into play to monitor investors‘ eligibility. FRT 
matches investors‘ trading history against its 
proprietary litigation database to ensure all 
relevant matches are evaluated against open 
class action cases and that filings are properly 
prepared and executed.

If you weren’t in a program like this, how 
would an investor register, especially if it 
was an O/S class action?

Investors would be reliant on a lawyer or 
organiser of the class action to contact them 
directly to participate in the class action. Then 
they would sign directly with the organiser. 
The problem here is that with various 
confidentialities, it’s hard to understand 
what to do and ascertain the risks involved. 
Consequently, people tend to not do anything 
and hence are not compensated for their loss. 

How do I join your service? 

You may join this service via your advisory 
dealer group. There is an ability to opt out 
if necessary. Once clients are enrolled, FRT 
automatically begins filing on their behalf 
and any funds received in connection with a 
claim will be electronically deposited into the 
clients’ accounts. If you would like to enroll 
your clients in this service, please contact the 
head of your advisory group.

T
here is an advice gap when it comes 
to exchange traded funds (ETFs), 
inter-generational planning, and 

identifying undervalued assets for high 

net worth (HNW) clients, according to a 
report.
The latest Powerwrap/Investment Trends 
HNW Investor Report found 58% of HNWs 
had unmet advice needs.

Over 30% of HNW respondents said they 
wanted to receive advice about ETFs 
but were not. This was followed by inter-
generational planning (around 28%), 
identifying undervalued assets (26%), 
and investment strategy/portfolio review 
(around 24%).

The report noted that in the uncertain 
environment, HNW investors were 
becoming increasingly defensive in 
their asset allocation and were seeking 
investments that helped generate stable 
and predictable yield.

“There is growing demand for access to 
alternative assets such as infrastructure 
funds, private equity funds, unlisted 
managed funds and hedge funds. In 2019 
the proportion of HNW investors holding 
alternative assets was 23%; this is expected 
to increase to 30% in the next 12 months,” 
the report said.

The most popular hold/trade HNWs 
used for investment purposes were listed 
investment companies (35%), ETFs (34%), 
real estate investment trusts (REITs) (29%), 
alternatives (23%), and direct international 
shares (22%).

On adviser usage, similarly to 2018, 73% of 
HNWs surveyed used a financial adviser. 
Almost 30% would use an adviser for 
access to wider range investors, and 

around 36% would use an adviser for a 
second opinion.

However, the report found around 24% 
of HNWs had stopped using an adviser 
because of poor outcomes, and a further 
22% would not use an adviser because 
they could make better investment 
decisions. On trust, 21% of HNWs did not 
trust advisers and therefore would not use 
one.

The report noted that the number of HNW 
investors in Australia had increased by 
30,000 to 490,000 in 2019, and controlled 
over $2 trillion in investable assets.

Credit: Jassmyn Goh, Money Management 
https://www.moneymanagement.com.au/
news/financial-planning/60-hnws-have-
unmet-advice-needs
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quarter of the year.

What about the outlook for emerging 
economies more specifically in the 
remainder of the year?

Once we get past this potential early bump, 
we think investors will start to refocus on 
market fundamentals. The ceasefire in the 
US/China trade dispute – the ‘phase one’ 
deal as markets are calling it – appears likely 
to hold for the time being; both parties 
have an incentive to limit the damage that’s 
already been done.

With that in mind, emerging markets 
appear to be in reasonable shape for 2020. 
Growth differentials between emerging 
and developed markets are expected to 
increase again after shrinking slightly in 
2019, which should result in improved 
capital flows towards emerging markets. 
Lower sovereign bond issuance should 
also reinforce the market from a technical 
perspective. Looking at current funding 
requirements, new issuance this year looks 
set to be around US$120 billion, versus 
nearly US$170 billion in 2019. If that’s the 
case, 2020 will see the lowest level of net 
supply since 2008.

Countries in the Middle East and Latin 
America are likely to see a particularly 
strong growth impulse. Sentiment towards 
Latin America as a whole has been eroded 
by recent debt restructuring in Argentina, 
as well as various other interruptions and 
protests against governments. But we 
believe countries like Mexico, Peru and 
Brazil can pick up the slack.

The elephant giant panda in the room 
remains China, which continues to 
contribute much of the growth in the 
EM universe and greatly influences the 
prevailing business cycle. Averting the risk 
of further tariffs being applied to goods 
exported to the US should help ease 
economic policy uncertainty and, in our 
view, result in a slightly stronger Chinese 
economy in the second half of the year.

Are there any other geopolitical risks to 
be wary of?

At this stage, we believe investors might 
have to grapple with two key geopolitical 
issues during 2020. The first is by no means 
a new one – there is a reasonable chance 
that North Korea resumes missile testing 
and, perhaps, extends its underground 
nuclear testing program. Moreover, recent 
rhetoric suggests the country has moved 
closer to both Russia and China. Investors 
must consider the potential consequences 
of this development, including how ensuing 
instability could affect fragile relations 
between the US and China.

The second is Taiwan, which is due to hold 
elections in January. It appears likely that 
the incumbent President Tsai Ing-wen of 
the China-sceptic Democratic Progressive 
Party will be re-elected. She has repeatedly 
pushed back against Beijing’s effort to 
unify Taiwan under the banner of ‘one 
country, two systems’. Consequently, China 
could harden its approach towards Taiwan, 
perhaps to such a degree to provoke a 
hard-line response from the US, pushing 
back on Beijing.

As we have seen before, issues like these 
can be concerning for investors and can 
result in pockets of volatility as the latest 
developments are digested.

How are valuations looking following the 
2019 rally?

Looking at the performance drivers of 
the asset class in 2019, falling US Treasury 
yields and positive carry were the two 
dominant contributors. The overall risk 
premium of emerging market sovereign 
bonds was relatively stable throughout 
the year, but we believe there is room for 
it to grind even lower in 2020. This reflects 
our anticipation of a broad-based pickup 
in growth rates in most emerging regions, 
a generally supportive technical backdrop 
and a relatively benign outlook for growth 
in the developed world.

Specifically we expect spreads to move 
gradually tighter over the year, perhaps 
by between 20 and 25 basis points. At the 
same time, we’re not expecting US Treasury 
yields to rise significantly – removing an 
important potential headwind for the 
asset class. Overall, notwithstanding some 
potential volatility along the way, we 
believe expected returns of between 5% 
and 9% from the asset class in 2020 appear 
reasonable if our central scenario plays out 
as anticipated.

[1] A repurchase agreement (repo) is a 
form of short-term borrowing for dealers in 
government securities.
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Jamie Grant - Head of Emerging 
Market & Asia Fixed Income

T
hey say a rising tide lifts all boats. This 
certainly appeared to be the case 
for emerging market debt in 2019. 

Central banks around the world offered a 
little help, providing the liquidity and easy 
monetary conditions required to boost 
sentiment and support valuations. Jamie 
Grant, Head of Emerging Market and Asia 
Fixed Income, considers whether there’s 
room for further upside in the asset class 
in 2020.

How’s the ‘big picture’ likely to affect 
emerging market debt this year?
It seems likely that the US Federal 
Reserve will leave policy settings 
unchanged for the foreseeable future, 
keeping the US Treasury curve flat for a 
while. The underlying assumption is for 
a ‘soft landing’ in the US and European 
economies in the year ahead, as well as 
a pickup in activity levels in emerging 
economies. That said, contrary to the 
consensus view that markets will enjoy 
a cheerful start to 2020, we are a little 
more cautious – particularly for January 
and February.

The Fed is due to withdraw some liquidity 
in the US financial system by intervening 
in repo1 markets from mid-January 
onwards. Remember, this is the same 
liquidity that fuelled the pre-Christmas 
rally in risk assets and a reversal could 
be a headwind for risk assets in the first 
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Are we likely to see Quantitative Easing in 
Australia this year? 

Discussion about the possibility of 
unconventional policy settings being 
introduced in Australia refuses to go away. 
Some commentators are suggesting that 
a Quantitative Easing program could 
be introduced to help support the ailing 
economy, perhaps similar to those seen in 
the US, Europe and Japan in recent years. 
For now, the Reserve Bank of Australia 
seems hesitant to openly discuss the 
possibility, but there could be increasing 
calls for a broader policy response if the 
local economy remains soft. In turn, this 
could continue to exert downward pressure 
on Australian bonds, potentially resulting in 
further positive returns from the asset class.

At this stage, we believe policy makers 
are more likely to support the Australian 
economy by increasing spending rather 
than by introducing a Quantitative Easing 
program. Similar schemes have had mixed 
success offshore; Japan has tried to 
stimulate its economy in this manner for 
nearly 20 years, for example, without a 
meaningful improvement in activity levels 
or inflation. The Reserve Bank of Australia’s 
reluctance to adopt ‘last resort’ policy 
settings is understandable and, some might 
argue, laudable.

If economic conditions deteriorate further, 
the government could relax its commitment 
to targeting a fiscal surplus. For now, 
forecasts suggest the budget will be back 
in surplus this year following a modest 
shortfall, but officials may be willing to 
accept a deficit for a longer period of time 
if monetary policy adjustments and tax 
cuts do not have their desired effect. So far, 
these measures have had a limited impact 
on spending, particularly as mortgage 
lenders have not passed on the full benefit 
of rate cuts to borrowers. Looser fiscal 
policy – perhaps including substantially 
higher spending on infrastructure projects 
– could be on the agenda for 2020 and 
beyond. 

Are rising interest rates a possibility?

It appears unlikely that official interest 
rates will be increased this year. The 
unemployment rate remains above the 
Reserve Bank of Australia’s desired levels 
and inflation continues to undershoot 
the official target. The Reserve Bank of 
Australia is sticking to its inflation forecast 
of between 2% and 3% per annum, but it 
has now been more than five years since 
we saw CPI within this range for two 
consecutive quarters. With households 
increasing their savings rate and holding 
back on discretionary expenditure, it’s hard 
to envisage a significant pickup in inflation 
in the year ahead.

Should bond investors expect more 
volatility?

With limited scope for further yield 
compression and with rates unlikely to rise 
significantly, it’s plausible that Australian 
bonds could tread water in 2020, with 
yields trading in a sideways range. What 
does seem clear, however, is that there 
will be some volatility within that range as 
investors digest the latest news flow.

In December 2019, for example, domestic 
bond yields fluctuated first as the tone of 
US economic data improved and later as 
potential geopolitical flashpoints returned 
to the fore. We’ve seen encouraging 
developments on the Brexit and US/China 
trade front, but these issues are still not 
resolved and certainly have the potential 
to result in periods of risk aversion globally. 
Events like these can increase the appeal 
of defensive assets, including Australian 
government bonds.

How can we aim to achieve above market 
returns in 2020?

Thankfully, even if the market lacks clear 
directional momentum, there are levers 
we can pull in actively managed Australian 
bond funds to enhance expected returns. 
Our flagship Australian bond strategy can 
be positioned to benefit from anticipated 
fluctuations in country spreads, as well 
as potential movements in the Australian 

curve and inflation market. These potential 
alpha[1] sources complement the use of 
more traditional active duration positioning 
in the portfolio.

And in some of our more conservative 
vehicles, we aim to generate above-
benchmark performance through a range 
of passive enhanced strategies. Passive 
enhancement allows us to take advantage 
of the inherent inefficiencies in issuance-
based indices to build ‘better’ portfolios. By 
taking small, quantitatively identified tilts 
against the benchmark allocations, returns 
may be enhanced (in both an absolute and 
risk-adjusted sense) without materially 
changing the overall beta[2] characteristics 
of the portfolio.

[1] Alpha measures the relative return, 
adjusted for risk, of a portfolio against a 
specific benchmark.

[2] Beta measures the historic volatility of a 
portfolio against a benchmark.
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Stephen Cooper
Head of Australian Fixed Income

C
ould Australian interest rates 
continue to fall and, if so, what might 
this mean for the local bond market? 

Head of Australian Fixed Income, Stephen 
Cooper answers some of 2020’s biggest 
questions for investors.

In 2019, Australian bonds delivered their 
best performance in five years. Could we 
see a repeat in 2020?
Valuations tailed off in the final quarter 
of 2019 as yields edged higher, but the 
Bloomberg AusBond Composite 0+Yr 
Index – a good gauge of the performance 
of all Australian bonds – returned 7.3% 
over the year; the highest annual return 
for five years. As ever, forecasting the 
performance of investment markets is 
challenging, but it seems unlikely that the 
local bond market will perform quite as 
well in 2020.

Over the past 12 months, returns from 
Australian fixed income securities were 
buoyed by three interest rate cuts. 
The Reserve Bank of Australia lowered 
borrowing costs in June, July and October 
– by a quarter of a percentage point on 
each occasion – taking the Official Cash 
Rate to an all-time low of 0.75%. Moreover, 
investors have already priced in at least 
one further rate cut this year. This means 
that unless we see negative interest rates 
in Australia, like we have done recently in 
Europe and Japan, overall returns from 
the Australian bond market are likely to be 
more modest in the year ahead.
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the RBA, with 50 basis points likely to be 
the effective floor for the cash rate. 
 

While there are still a number of external 
risks and uncertainties, the backdrop for 
the global economy looks brighter in 2020 
than last year. 
We expect an improvement in global 
growth and trade. This view is partly based 
on an expected trade war truce between 
the U.S. and China, but also on a positive 
inventory restocking cycle which appears 
to be emerging. We are already seeing PMI 
indices in a number of countries starting 
to improve. While there are still a number 
of external risks and uncertainties, the 
backdrop for the global economy looks 
brighter in 2020 than last year.
 

We believe the RBA does not want to 
see a strong Australian dollar (AUD). This 
is because Australia’s major commodity 
exports such as iron ore and coal are 
priced in US dollars and a lower Australian 
dollar would also support domestic growth 
as well as putting upward pressure on 
inflation. While a stronger global economy 
would support the AUD we do not expect a 
dramatic currency move and a reasonable 
trading range for the USD/AUD in 2020 
might be 65 to 75.
 

There are already signs that RBA rate cuts 
are starting to gain traction and stimulate 
the economy. The benefit of lower interest 
rates is most visible in Australia’s housing 
sector, which had until recently been in mild 
recession. 

Putting It on the House

There are already signs that RBA rate cuts 
are starting to gain traction and stimulate 
the economy. The benefit of lower interest 
rates is most visible in Australia’s housing 
sector, which had until recently been in 
mild recession. Auction clearance rates 
in Sydney and Melbourne have nearly 
doubled, while home prices have risen by 5 
to 10 per cent, depending on which region.   
 

Australia’s housing correction has turned 
out to have been a mild one.  While house 
prices in Australia still look expensive 
versus history and the household sector still 
appears to be highly leveraged, mortgage 
rates are at record lows. Besides residential 
investment, a recovery in housing is also 
important for the outlook for consumer 
spending. There tends to be a strong wealth 
effect in Australia from residential property 
to consumer demand, operating with a lag 
of about six to twelve months. As long as 

the improving trends in housing continue, 
we should start to see a positive impact on 
consumer spending by the middle of 2020.
 
More Fiscal Stimulus to Come

Besides rate cuts from the RBA, we also 
expect to see a more expansionary fiscal 
policy from the government that will 
support growth in 2020. We have already 
seen tax rebates in July and a A$4 billion 
infrastructure package announced in 
November.  We expect more to come, since 
Australia has strong public sector finances 
which allows the Coalition government to 
do more to support a sluggish economy.
 

We believe there is greater political 
advantage for the government from 
fiscal easing than from maintaining a 
conservative stance in order to post a large 
public sector financial surplus in FY19/20. 
The government surplus in FY19/20 on 
current budget projections could be as 
much as A$10-15 billion, thanks in part to 
a budget assumption for the price of iron 
ore that now looks far too conservative. 
Additionally, the weaker AUD will further 
support budget tax receipts.
 
Warming to Domestic Cyclicals

We see a stronger economy as benefiting 
some domestic cyclical stocks such as 
retailers that have been out of favor with 
investors. This is one area where our 
investment views are somewhat contrarian. 
We see the retail sector as being well-
positioned to benefit from any additional 
economic strength, and there are already 
early signs that the better quality domestic 
discretionary and home improvement 
retailers are already benefiting from this 

dynamic. A more positive view relative to 
our peers on Australian domestic cyclicals 
is reflected in our holdings of stocks such 
as JB HiFi and Wesfarmers
 
Housing and building materials stocks 
are likely to play a game of catch-up, 
but it will take time. Although building 
approvals continue to decline, there are 
signs they are stabilizing, albeit there will 
likely be a lag of 12 to 18 months before 
residential housing activity begins to rise in 
a material way. We believe companies that 
service the housing sector and which are 
exposed to improving transaction levels 
as opposed to construction activity, such 
as REA, should benefit earlier.  Elsewhere, 
we think investors should be more cautious 
towards health care stocks after the sector 
outperformed so strongly in 2019. From 
having been a big overweight earlier in 
2019 we are now underweight the sector 
with valuations pushing to all time highs 
for many stocks. We stay positive on our 
holdings leveraged to areas of strength in 
the global economy, such as James Hardie 
(U.S. housing market), Treasury Wines 
(China consumer) and Aristocrat (US slot 
market).
 
Overall, we expect the Australian share 
market to deliver solid total returns next 
year. With the dividend yield for the ASX 
200 around four percent, total returns of 
6 to 8 percent for 2020 seem reasonable. 
Supporting a positive outlook, we think 
investors may become less risk averse if 
US-China trade discussions reach a positive 
conclusion and the domestic economy 
strengthens, which should help equity 
markets in 2020. 

What we‘re watching next

Time to Spend

Besides rate cuts from the RBA, we also 
expect to see a more expansionary fiscal 
policy from the government that will 
support growth in 2020. We have already 
seen tax rebates in July and a A$4 billion 
infrastructure package announced in 
November.  We expect more to come, since 
Australia has strong public sector finances 
which allows the Coalition government to 
do more to support a sluggish economy. 

Additional Disclosure

Bloomberg Index Services Limited. BLOOMBERG® is 
a trademark and service mark of Bloomberg Finance 
L.P. and its affiliates (collectively “Bloomberg”). 
BARCLAYS® is a trademark and service mark of 
Barclays Bank Plc (collectively with its affiliates, 
“Barclays”), used under license. Bloomberg or 
Bloomberg’s licensors, including Barclays, own 
all proprietary rights in the Bloomberg Barclays 
Indices. Neither Bloomberg nor Barclays approves or 
endorses this material, or guarantees the accuracy 
or completeness of any information herein, or makes 
any warranty, express or implied, as to the results 
to be obtained therefrom and, to the maximum 
extent allowed by law, neither shall have any liability 
or responsibility for injury or damages arising in 
connection therewith.

Randal Jenneke ,  
Head of Australian Equities 

T.RowePrice

Key insights: 
• 2019 was a remarkable year 

for Australian equities despite 
softening economic conditions

• While returns will be more 
moderate, the outlook for 2020 
is relatively optimistic

• The influence of the RBA and 
the likelihood of a trade war 
truce between U.S. and China 
are key factors looking forward

 
The year 2019 has been a remarkable one 
for Australian equities. In fact, it has been 
the best year for the asset class since 2009, 
with the S&P ASX 200 delivering 26.1% 
in local currency terms up to November 
30. This is a much stronger return than 
we expected at the start of the year, and 
is also despite earnings growth trending 
downwards over the year from around 
5-6% to 2% currently. This impressive 
return despite deteriorating economic 
conditions shows that the market has 
rerated, supported by two key factors: 
the global easing of monetary policy, with 
interest rates being cut by central banks 
around the world, including the RBA and 
the US Fed, and reduced tail risks from the 
trade war after China and the U.S. agreed 
to resume talks in June.
 

Against this backdrop we have also 
seen valuations stretched, particularly 
compared to history. The one year forward 
PE multiple for the ASX is around 17 times 
earnings, a 15% premium to the 20-year 
average. If you look at the industrial sector 
and exclude the miners and banks, the 
market looks even more expensive. The 
forward multiple for the industrial and 
consumer part of the market is a lofty 24 
times projected earnings, close to a 40% 
premium. Only the mining sector is trading 
today at a slight 5% discount to its 20-year 
average valuation. High growth sectors 
like technology and healthcare have re-
rated the most, with some of the industrial 
stocks joining in more recently.
 
2020 Isn’t Looking Too Bad

Looking out to 2020, the good news is 
that we believe the domestic economy will 
improve from where we currently sit. And 
while investors shouldn’t be expecting 
equity market returns similar to 2019, 
and the economy is only growing around 
1.7% year-on-year, Q3 2019, the lowest 
rate since the GFC, we think a number of 
significant factors will help support a solid 
year ahead for returns.
 

Firstly, the Reserve Bank of Australia (RBA) 
kept its powder dry until the conclusion 
of the Federal election in May. It then 
responded decisively to the weakening 
domestic economy by cutting interest 
rates three times, pushing the official cash 
rate down to a record low of 0.75% in 
October. Our expectation is that there will 
be one more 25 basis point rate cut from 
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Room for More Urban Populations

Total urbanisation across our investable 
universe remains low, so there is a lot 
of room for growth. The United Nations 
(UN) expects urbanisation in the region to 
continue to increase, from 47% to 57% by 
20303.

This implies significant growth in urban 
populations, with growth rates at multiples 
of what we see in other regions.

India provides a stark example of this 
growth. Its urbanisation is forecast to grow 
by 22%4 by 2030. This will bring total 
urbanisation to 40% by that time, adding 
an extra 100 million people living in its large 

cities.

Large Cities Growing Faster in Asia

Megacities (i.e. those cities with over 10 
million inhabitants), are sizable cities that 
form an important catchment for Real 
Assets due to their concentrated population 
levels and expected growth.

Based on United Nations (UN) data, 
there are currently 29 cities that meet the 
megacity definition globally6. Today, the 
largest city is Tokyo, however, the largest 
city in 2030 is set to be Delhi in India.

Given aforementioned urbanisation 
trends, the number of megacities in Asia is 
expected to grow at faster rates than any 
other region globally. As an example, by 
2030, there will be an almost 50% increase 
in the number of Asian megacities, and by 
that time, a resounding half of the world’s 
megacities will be from the region.

Megacities in 2015 and 2030

New Asian megacities to emerge between 

2015 and 2030 include Chengdu and 
Nanjing in China, Ho Chi Minh City in 
Vietnam, Bangkok in Thailand, Chennai, 
Ahmadabad and Hyderabad in India and 
Seoul in South Korea. India and China alone 
will account for over two thirds of Asia’s 
megacities by 2030.

Bangkok isn’t currently a megacity, but will 
join the ranks by 2020. 

APexJ Megacities in 2030 

By 2030, Tokyo will be the only developed 
world megacity in the top 10, with Osaka 
and New York being overtaken by 
developing world cities.

Shenzhen, a technical mega city since 
20109, is a fantastic example of the region’s 
urbanisation and population growth in 
action. Farmland 40 years ago, it has 
now developed into a large, dynamic and 
populous Chinese city. It is interesting to 
note that UN estimates for actual population 
keep exceeding its own forecasts. The 2014 
UN population report forecast 11.3 million 
people in Shenzhen by 202010, however, 
this was largely met by 2015, five years 
ahead of forecast. 

Future is Bright for Real Assets

In conclusion, the Asia Pacific ex Japan 
region is set to see significant levels of 
population and urbanisation led growth 
going forward, which bodes well for 
the demand for Real Assets. Given that 
population growth tends to be steady and 
consistent over time, likewise demand for 
Real Assets will remain consistent and 
enduring going forward.

With a combination of quality companies, 
high population growth and attractive 
yields, Real Assets remain a bright spot in a 
world of uncertainty.

Daniel Fitzgerald 
CFA, Portfolio Manager

O
ver half of the world’s megacities 
will be in the Asia Pacific ex-Japan 
region by 2030, representing a 

multi-decade opportunity for investment 
in real assets.

Population Growth = Demand 
for Real Assets

Population growth is a critical part of our 
investment thesis for Real Assets. Quite 
simply, the more a population grows, 
the higher the volume of demand for 
the essential services that Real Assets 
provide. A growing population means 
increased traffic on tollways, more 
passengers passing through airports 
and more people visiting local shopping 
centres.

The World’s Population 
Powerhouse

The Asia Pacific ex Japan (“APexJ”) region 
is a population growth powerhouse with 
one of the fastest growing populations in 
the world. The expected growth rates out 
to 2030 are far above other parts of the 
world in both percentage and absolute 
terms.

Expected Population Growth: 
2015 to 2030

Urbanisation Boosts City Populations

We also see large levels of urbanisation 
driven population growth in the region 
as people increasingly move to the cities 
(e.g. for a better life, job prospects, 
education etc). This is important, as while 
some countries may see anaemic levels 
of overall population growth, their tier-1 
cities continue to grow rapidly.

A good example is China. While the 
overall country-level forecast population 
growth rate is low, the annual growth 
rates at a city level are some of the fastest 
in the world.

Expected Population Growth for Large 
Chinese Cities: 2015 – 2030 (%)

AUSTRALIAN MARKET  AUSTRALIAN MARKET  
OUTLOOK 2020OUTLOOK 2020
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eyes about rising sea levels, drought and 
extreme weather. What is surprising, 
and maddening, is the continuing lack of 
climate action in government and business. 
The UN Emissions Gap Report released 
in November 2019 laid out the difference 
between “where we are likely to be and 
where we need to be” to achieve the 
goals of the Paris Agreement. The report 
described its findings as “bleak”, noting that 
emissions have risen at a rate of 1.5% per 
year in the past decade. To make matters 
worse, there is no sign of greenhouse gases 
peaking in the next year – and every year of 
postponed peaking means that deeper and 
faster cuts will be required.

In Australia, there is no greater symbol of 
this inaction and climate denial than the 
prospect of Adani (and other) new coal 
mines in Queensland’s Carmichael basin. 
And there is no greater reminder of the 
threat and reality of climate change than 
the terrible bushfires raging on Australia’s 
east coast.

What are we doing to help?

So how is Australian Ethical stepping up 
and leveraging the power of our clients’ 
savings to meet the climate challenge? 
To recap: In 2014 we set a target for our 
investments of net zero emissions by 
2050, which is aligned with the reduction 
needed to achieve the 1.5°C limit. In 2015 
we committed to define a trajectory for 
emissions reduction aligned with the Paris 
Agreement, to be verified by the Science 
Based Targets initiative (SBTi). This year we 
contributed to the SBTi work on a science-
based methodology for investor portfolios, 
and once finalised we will apply that 
methodology to set further 1.5°C aligned 
targets for our investments. In the interim 
we have measured and reported the carbon 
footprint of our share investments and 
tested our power generation investments 
against International Energy Agency (IEA) 
emissions reduction scenarios. This work 

verifies our progress towards our net zero 
emissions target, with a share investment 
footprint one third of global share markets 
and renewable electricity generation six 
times those markets.

In our day-to-day investing and influencing, 
climate change is the top factor we 
consider when applying our Ethical Charter 
to companies because of the wide-ranging 
implications for people, animals and the 
planet. We exclude companies assessed to 
be obstructing the action needed to limit 
global warming to well below 2°C and then 
to 1.5°C, and we actively invest in clean 
energy solutions like energy efficiency, 
renewable energy and battery storage. 

That means we don’t invest in oil, gas or 
coal companies, but we will invest in a 
transition company like Contact Energy 
which generates 80% of its electricity 
from hydro and geothermal (but falls back 
to gas when low rainfall reduces hydro-
power generation). We have also raised our 
climate expectations of companies in some 
sectors because of widespread inaction. 
In the food sector we now focus solely on 
investment in lower emissions plant-based 
protein and nutrition. The World Resources 
Institute assesses that “beef requires 20 
times more land and emits 20 times more 
greenhouse gas emissions per gram of 
edible protein than common plant proteins, 
such as beans”.

On the shareholder advocacy front, this 
year we co-filed a shareholder resolution 
arranged by Market Forces that called 
on insurer QBE to disclose its targets 
to reduce investment and underwriting 
exposure to coal, oil and gas in line with 
1.5°C. Although QBE responded positively 
with a commitment to phase out insurance 
for thermal coal, it continued to signal 
support for oil and gas. So we attended 
the QBE annual general meeting in May 
to encourage QBE directors to adopt 
restrictions on oil and gas as well as 

coal. Under sustained questioning at the 
meeting from Australian Ethical and others, 
the company said its climate restrictions 
will continue to evolve; that QBE “hear and 
listen to folks like yourself”.

We need collective action

The most effective climate response requires 
strong action by all of government, business 
and citizens. We therefore scrutinise 
lobbying or other action by companies 
which undermines sensible public climate 
policy. Sadly, many companies and their 
industry associations have encouraged 
polarising climate disinformation and made 
political donations which have helped to 
derail constructive climate debate and 
policy. To combat this, we supported 
several shareholder resolutions over the 
last year calling for greater transparency 
about companies’ climate change positions 
and challenging their support for industry 
associations which promote contradictory 
positions on climate policy.

But it’s not enough for companies simply 
to stop speaking climate untruths. Investors 
and businesses need to join individuals and 
groups across society as an active voice to 
remind governments of their responsibility 
to implement the Paris Agreement and to 
limit warming to 1.5°C. The School Strikes 
for Climate provide a great opportunity 
for companies to stand with young 
people challenging political leaders to 
protect their future. The climate strike 
movement encouraged workers to join 
school students on 20 September 2019 to 
protest government and business inaction. 
Australian Ethical supported its employees 
who participated in the strike by joining 
over 3,000 businesses and organisations in 
the ‘This is not business as usual’ campaign. 
Let’s make 2020 the year that Australia 
corrects course to become a climate leader, 
not a climate laggard.

Stuart Palmer 
Head of Ethics Research at  

Australian Ethical

T
he past year has been as tough 
as they come for those in climate 
despair. We seem to be going 

backwards with the latest approvals for 
the Adani Carmichael coal mine and the 
stark reality of the bushfires on Australia’s 
east coast. Here’s how your savings are 
helping Australia find its climate mojo and 
make 2020 a turnaround year for climate 
action..

Dramatic change is needed to limit 
global warming to a level which avoids 
devastating harm to people, animals and 
the planet. In October 2018 the IPCC left us 
in no doubt about the harm that is coming 
our way as we move beyond today’s 1°C 
temperature increase. Up to 90% of coral 
reefs will disappear by 1.5 degrees, and 
over 99% will be gone at 2 degrees. The 
IPCC makes it clear that every little bit of 
warming matters. Warming beyond 1.5°C 
increases the risk of irreversible changes, 
whereas the changes which keep warming 
under 1.5°C will deliver a more sustainable 
and equitable society.

This comes as no great surprise given 
many years of scientific evidence about 
climate change and its impacts – not 
to mention the evidence of our own 
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Some of these delayed 
projects should carry over 
into early 2020. Meanwhile, 
China looks poised to make 
an earlier subsidy policy 
announcement in 2020 
to avoid making the same 
mistake again.  

2020 will most likely be the 
last year of solar subsidies in 
China, and with tax credits 
continuing to phase down 
each year in the US, we 
anticipate strong demand as 
projects are brought forward 
to benefit from these.

But even without this 
support, we see a bright 
long-term outlook for the 
solar sector. In China, and 
in other countries, it is 
government policy to drive 
growth in renewable energy 
production. What is more, 
solar is now cost competitive 
without subsidies.

Blustery conditions for wind

The picture for onshore wind power in 2020 
looks similar to that for solar: it’s the last 
year of subsidies in China and tax credits 
in the US so we expect significant capacity 
additions as developers take advantage of 
these. This could, however, mean that the 
market is weaker in 2021. That said, there 
are ongoing discussions to potentially 
extend the US wind tax credit by a year 
which would help the sector in 2021.

It’s a different story for offshore wind. These 
projects are more complex and take longer 
to plan. It so happens that there is relatively 
little new capacity planned for next year 
and so the sector could experience some 
weakness.

The flipside is that subsequent years look 
set to be much stronger for offshore 
wind, partly due to expected increases in 
installed capacity. The chart below gives 
estimates from BNEF (Bloomberg New 
Energy Finance), with a significant pick-up 
expected from 2025.   

Another aspect is the service contracts 
that come alongside capacity installations. 
Installing new capacity is a one-off project 
that typically carries a profit margin of 
around 8%. But wind turbine manufacturers 
usually sign multi-year contracts to service 
and maintain the installations too. These 
tend to carry much higher profit margins 
(up to 25%) and provide a reliable source of 
future revenues.

We think the market all too often views 

wind manufacturers as being reliant on 
the installation cycle, and ignores the 
ongoing revenues that come from the 
service contracts. The share of services in 
the overall mix of revenues looks set to rise 
in the long term, making revenues more 
consistent over time.

Batteries and storage set to take off

The energy storage and battery sector is 
another that had a tricky 2019. This was 
primarily down to two factors. Firstly, 
weaker-than-expected electric vehicle 
demand from China weighed on the 
battery market amid the scaling back 
of subsidies. Secondly, fires at some 
storage facilities in South Korea weighed 
on demand for storage (these fires were 

caused by poor installation rather than any 
specific problems with the battery cells 
themselves).

With the installation problems resolved, we 
expect 2020 to see a pick-up in the energy 
storage market. There is a need for utilities 
to store power produced by renewable 
energy given the peaks and troughs of both 
renewable energy production and pricing.

There are a number of different battery 
types but lithium-ion batteries are the most 
widely used. As well as storage by utilities, 
the growth in electric vehicles looks set to 
drive a recovery in this market, in 2020 and 
beyond.

A small but growing part of the storage 
market is the residential side. Transmission 
and distribution grids in areas such as 

California are becoming increasingly 
vulnerable to outages. Many residential 
customers are therefore choosing not 
just to have solar panels installed on their 
properties, but battery storage too. This 
gives them greater security in the event of 
a grid disruption.

Necessary end to subsidies

Looking at these three subsectors 
together, it seems clear that subsidies have 
caused demand distortions in 2019 and 
will continue to do so in 2020. Subsidies 
have a role in supporting early adoption 
of new technologies but they cannot last 
indefinitely. As we can see from solar and 
wind, they distort the market by creating 
incentives to install capacity in one year as 
opposed to the next.

Like ripping off a plaster, the removal 
of subsidies may cause short-term pain 
but ultimately leads to long-term health. 
Renewable energy and electric vehicles 
are now cost competitive and therefore do 
not need subsidies. Their removal should 
end distortions and ensure that the most 
competitive and sustainable companies are 
the ones to thrive.

Long-term sector opportunity

The three subsectors outlined above – 
solar, onshore wind and batteries/storage 
- are ones where we see specific drivers of 
faster growth in 2020. However, the energy 
transition as a whole is an investment 
theme that continues to gain traction. We 
would expect news flow around policy 
developments, price competitiveness 
and consumer demand to support long-
term growth across all energy transition 
activities.

Mark Lacey 
CFA, Portfolio Manager

A
s the long-term transition towards 
renewable energy continues 
apace, we see a sunny outlook this 

year for solar energy companies, as well 
as onshore wind and energy storage.

• The transition to a world powered 
by renewable energy is a long-term 
investment opportunity for the next 
30 years and beyond.

• For 2020, we see opportunities 
in solar, onshore wind and energy 
storage as these markets recover 
from weakness in 2019.

• It may be the final year of subsidies in 
certain sectors and geographies but 
this could be a long-term positive as 
distortions are removed.

The global energy transition is the 
transformation of the world’s energy 
supply, away from polluting sources 
such as coal, oil and gas, and towards 
renewables. We see this as a $120 trillion 
investment opportunity over the next 30 
years.

The driving forces behind this 
transformation include political factors, 
as the world intensifies its efforts to 
limit temperature rises to less than 
2°C (in accordance with the 2015 
Paris Agreement). Economic factors 
are another element, as the cost of 
producing renewable energy has fallen 
substantially and is now competitive with 
other sources of power. The third force is 
consumer demand as new technologies, 
such as electric cars, are adopted en 
masse.

Energy transition activities include not 
just renewable energy generation but 
also the supply of equipment such as 
wind turbines or solar cells. Then there 
are the grid operators and electrical 
equipment suppliers who are needed to 
enhance transmission and distribution 
networks. And there is huge need for 
increased energy storage, involving 
battery manufacturers, fuel cells makers 
and storage installers, among others.

The energy transition is a potential long-
term, structural investment opportunity 
in all of the areas mentioned above. 
However, we think 2020 could be an 
especially interesting year for some of 
these individual sub-sectors. Of particular 
interest, in our view, will be solar, wind 
and energy storage.

Solar outlook brightens for 2020

Shares of solar energy companies had a 
strong start to 2019, supported by hopes 
of robust demand from China. Investors 
expected around 40 gigawatts (GW) of 
demand but this failed to come through. 
This was largely because of policy 
uncertainty: China didn’t confirm its 
subsidy policy until July 2019. This meant 
projects were delayed because it was 
simply too late in the year for all projects 
to get final permissions, grid connections 
and be built. Demand instead is likely to 
have been around 20 GW.
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banks buy vast amounts of government 
bonds or other financial assets to inject 
liquidity into the economy.

One of its effects has been to keep bond 
yields suppressed and thus underpinned 
higher valuations of equities (shares). 
Despite the unwinding of QE, I believe the 
path of least resistance is for shares to 
move gradually higher.

Beginning with bonds

In 2019, the fall in bond yields improved the 
valuations of most other asset classes, so it 
is important to start with expectations for 
developed government bond yields. 

On this front, my view is that any rise in 
bond yields (and thus any fall in prices) is 
likely to be contained by the absence of an 
emphatic economic recovery, low inflation 
and the institutional demand for yield as 
pension funds seek to de-risk. (This means 
they are reducing exposure to riskier assets 
such as equities in favour of more stable 
assets such as bonds that provide a yield).

This provides some support for equity 
valuations, although from here it is hard to 
see a further re-rating, whereby investors 
get more excited about equities and are 
willing to pay a higher price for them.  

Low rates also lead to an unrelenting search 
for yield in corporate bond (credit) markets, 
which we expect to continue. But we would 
advocate a more selective approach within 
credit markets.

Mixed picture for 
earnings and equities 

Which brings us on to corporate earnings 
(profits), where we think estimates for 
2020 look high, particularly in the US. This 
is because the US is in the later stages of its 
economic cycle. The economic cycle is how 
an economy fluctuates between periods 
of expansion (growth) and contraction 
(recession). At this late stage of the cycle 
(the period that precedes recession), 
companies’ input costs such as materials 
and labour rise. We expect this to erode 

US companies’ profit margins, potentially 
leading to low, single-digit earnings growth. 

Yet, earnings are depressed in Europe, 
Japan and China, providing the potential 
for more significant improvement in the 
rest of the world in 2020. 

There has been a stabilisation in 
manufacturing surveys, which monitor 
changes in production levels from month 
to month. This bodes well for emerging 
market equities, which have lagged other 
markets this year. All in all, we are positive 
on international equities relative to US 
equities and, as we mentioned previously, 
we think equity markets’ most likely 
direction of travel is upwards.

Economic muddle-through 

The liquidity provided by the central banks, 
particularly the US Federal Reserve (Fed), 
has reduced the risk of recession but 
commercial bank landing remains subdued.  
A more pronounced economic recovery 
would require evidence of private liquidity 
growth. 

The efforts of the Fed may serve to weaken 
the US dollar, which would be a positive 
for emerging markets in particular. But, for 
now, the US dollar remains supported by 
the fact US interest rates are higher than 
those in other major markets, so it could 
remain at expensive levels a while longer. 

Fiscal policy (governments’ use of tax 
and spending measures) has been much-
discussed among investors recently. Our 
view is that we expect a loosening of fiscal 
policy in the UK. But fiscal stimulus is 
waning in the US and the political will for 
significant fiscal easing in Germany seems 
to be absent.

Economically speaking, we 
expect to muddle through next 

year.

Politics remains the wildcard
In a world of rising inequality and a 
consequent increase in political extremism, 
politics continues to be the wildcard. 

From a global perspective, developments 
in the US are particularly key. With the 
underlying tone of global trade growth 
being weak, a deterioration in trade 
relations between the US and China would 
be difficult to withstand from these starting 
valuations, and with the election looming, 
President Trump’s strategy is difficult to 
predict. 

At the same time, US corporate profitability 
has been boosted by low tax rates, so 
developments in the Democrat camp also 
need to be monitored. Finally, for Europe, 
a no-deal Brexit really needs to be off the 
table because of the market uncertainty 
it could create. Meanwhile, in Asia, the 
situation in Hong Kong remains volatile.

Focus on relative value 

After a strong 2019, we expect market 
returns to be more muted in 2020. Under the 
surface, however, there are opportunities. 

2019 saw strong performance from the most 
expensive assets, be it defensive “quality” 
stocks or European bonds. This means 
that an anaemic economic environment is 
reflected in market valuations. 

As data stabilises and the risk of recession 
is reduced by central bank action, a general 
theme across our investment teams is 
that we are seeking to exploit some of the 
extremes in valuations that this flight to 
perceived “safety” has created. This means 
focusing on areas of relative value, be it 
favouring US bonds over negative-yielding 
European bonds, international stocks over 
US equities or cyclical stocks over defensive 
stocks.

The overall market levels might look dull, 
but digging a little deeper we find pricing 
within markets is provocative for active 
fund managers like us.

The value of investments and the income from them 
may go down as well as up and investors may not 
get back the amounts originally invested. Past 
Performance is not a guide to future performance 
and may not be repeated. This information is not 
an offer, solicitation or recommendation to adopt 
any investment strategy. The views and opinions 

Johanna Kyrklund - Chief Invest-
ment Officer and Global Head of  

Multi-Asset Investment

S
umming up the outlook for 
2020, Schroders’ CIO thinks 
that superficially, overall market 

valuations look uninteresting. But dig a 
little deeper and there may be reasons for 
active investors to be enthusiastic about 
2020.

As we move into a new decade, we don’t 
think it’s time to party like it’s 1999, but 
it’s not a time for pessimism either.

Certainly, all is still not rosy economically 
and we are seeing anaemic measures of 
industrial activity. However, the absence 
of inflation has allowed central banks 
to be much more pro-active than they 
would normally be and we are seeing 
signs of stabilisation in the money supply. 

Against an uncertain economic backdrop 
investors sought out companies that 
offer steady and reliable growth. 

For the year ahead, areas more sensitive 
to the economic cycle may return to 
favour as long as we see the economic 
data stabilising.  The challenge on this 
front is two fold: firstly, US fiscal stimulus 
is waning and secondly, trade tensions 
between the US and China remain a key 
risk. 

As a consequence, markets are likely 
to remain very dependent on liquidity. 
They have become reliant on the effects 
of quantitative easing (QE), the much-
heralded policy that has seen central 

A
s signatories to the Paris Agreement 
gather in Madrid, we look back at 
the climate „super year“ of 2019 and 

examine what investors should look out for 
in the years to come.

`Disruption ahead as temperatures soar, 
the number of climate protests increase 

and carbon prices hit record highs‘

The world seems to be losing the battle 
to halt climate change. Economies and 
financial markets appear increasingly 
unprepared for the disruption that higher 
global temperatures will bring. Moreover, 

policies to limit rising temperatures do not 
yet appear to be fit for purpose.

We believe 2020 and beyond will bring 
a new normal, with climate disruption 
triggering a large scale restructuring of 
societies, economies and business models. 
This will make climate change an ever more 
pressing topic for investors around the 
world.

The past and present: a climate super 
year

2019 was a year of records: record 
temperatures, record climate protests and 
election results, and record carbon prices 
- to name a few. The year wasn’t short of 
high profile climate summits either, such as 
the UN Climate Action Summit in New York 
and the 25th Conference of the Parties 
(COP25) in Madrid, which is taking place 
in December 2019. These events were 
supported by the release of numerous 
scientific studies, such as the two reports 
on climate change and land and the ocean 
and cryosphere by the Intergovernmental 
Panel on Climate Change (IPCC).

All of the above is indicating disruption 
ahead. Almost 200 countries committed 

to limit the rise in global mean surface 
temperature to less than 2 degrees Celsius 
as part of the 2015 Paris Agreement. 
However, temperatures have already risen 
by 1C (1.5C if measured above land alone, 
see chart above) and current atmospheric 
levels of greenhouses gases (GHGs) 
roughly imply an additional 0.5C in the 
years to come. Time is running out and 
pressure is mounting, prompting radical 
climate action.

2020 and beyond: brace for impact

As we look ahead, significant change 
seems unavoidable. The Paris Agreement 
will become operational in 2020, 
requiring each signatory to report on their 
respective emission targets and update 
these every five years after that. Emission 
pricing mechanisms, such as emission 
trading schemes and border taxes, are 
already being implemented or becoming 
significant pieces of regulatory discussion.

In her role as President of the European 
Commission, Ursula von der Leyen’s 
European Green New Deal aims to 
implement carbon border taxes on polluting 
foreign firms to shelter EU businesses 
striving to become environmentally 

friendly. China’s emission trading scheme 
is expected to become active in 2020. And 
the original Green New Deal proposed in 
the US is gaining traction. 
As technologies become more cost-
effective, the first-mover disadvantage 
that has long been associated with 
tackling climate change is now turning into 
a first-mover advantage. Nations start to 
create the regulatory environments and 
infrastructure needed for the industries of 
the future to thrive, locking in growth in a 
low-carbon world.

These industries stretch beyond the 
generation of renewable energy, including 
(but not limited to) agriculture and 
environmental resources, sustainable 
transportation, energy storage and 
distribution, green building technologies 
and the decarbonisation of sectors such as 
steel, cement and aluminium.

As climate change investors, we believe 
these trends pose immense opportunities 
for companies providing the products and 
services needed as the world transitions to 
a low-carbon economy. However, in a time 
of climate change many companies will be 
at risk, making stock selection ever more 
important.
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the population is aware 
of the objectives of their 
respective central banks. 
In the United States, 
surveys tell us that only 
approximately 25 per 
cent of households are 
aware of the Federal 
Reserve’s 2 per cent 
inflation objective. 
Furthermore European 
surveys tell us a similar 
story where household 
estimates of inflation 
between 2004 to 2018 
were approximately 9 
per cent on average 
when in fact inflation 
ran at 1.60 per cent. 
Communication and 
its effectiveness – as 
measured by these 
numbers clearly has a 
long way to go! Every 
expectation metric will have its flaws, but 
we as investors and the central banking 
community must take these signals 
seriously whilst allowing for nuance and 
error in all the signals that are available. 
As shown below, with our 20-year inflation 
market pointing to below target outcomes 
for 20 years with increased certainty, it 
would be wise to heed the warning it is 
flashing.

Communication and its utility is growing 
in a world where traditional policy space 
reaches exhaustion. We have seen recent 
examples of communication tools such as 
forward guidance on interest rates used. 
A simple announcement by a central bank 
that interest rates will stay where they are 
for an extended period engenders a greater 
degree of confidence when going out to 
buy a house or some other consumable 
item. Or in other words communication 
overrides and subordinates the signal of 
strong macro data which means market 
participants and the community become 
desensitized to incoming data, rather 
relying on the words of the central bank. 
This ultimately supports the inflation 
objective in the short to medium term as it 
may bring forward or upscale a purchasing 
decision that may have been otherwise 
delayed due to uncertainty surrounding 
interest rates. In this case the central bank 
accepts the risk of higher inflation in the 
short term or the defined period and would 
opt to lean on higher inflation at a future 
point, rather than contemporaneously. 
When interest rates are so low consumers 
may simply not believe they will stay there, 

diluting the effectiveness of interest rate 
policy as we get closer to the effective 
lower bound, so shoring up these rates by 
‘communication augmentation’ becomes 
an ever-growing and higher utility option. 
The flip side to this, the feedback from 
market signals is less reliable as it has been 
heavily influenced by the communication. 
Balancing the tradeoff here is important. 
If communication is becoming increasingly 
valuable central banks need to now more 
than before be more forthright with highly 
engineered plans to influence society with 
their plans and objectives. The take up 
or focus from central banks on this topic 
varies by some degree, with the Reserve 
Bank of New Zealand most likely leading 
the way by using press conferences and 
more of them alongside cartoons to help 
resonate with different demographics. Look 
no further than recent successful political 
campaigns in Australia and the UK where 
in both campaigns the dominant form 
of communicating key facts and policies 
was via the use of memes. Particular parts 
of society will have different preferences 
for the way they consume information. 
As per political campaigns it could well 
be that the same message needs to be 
constructed differently for the area of the 
country or the multitude of demographics.  

Central banks need more coordinated and 
sophisticated communication plans and 
the sooner the better. Ignore the vital signs 
and the road back to normalcy could be far 
longer than otherwise required.
 

Disclaimer: This document is intended to provide general 
information only and has been provided by UBS Asset 
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Christian Baylis Ph.D  
Portfolio Manager, UBS Asset  

Management Australia

T
he concept of inflation is ethereal, 
communication is key and using 
the yardsticks that you have should 

be embraced as indicators of effective 
communication. 

Consumers are the ultimate arbiter of 
inflation, the absolute level and the rate of 
growth, so what they think matters. Letting 
them know your inflation objectives and 
how you seek to achieve them expressly 
determines credibility in the eyes of the 
consumer. An effective central bank sets 
out to anchor inflation expectations, in 
Australia’s case a predefined band which 
is 2–3 per cent. If there is a high degree 
of certainty and trust in the community 
around these targets being met behavior 
will allow for it in day-to-day decision 
making, CPI volatility will reduce, price 
stability will prevail and in turn the 
inflation outcome will be self-fulfilling. 
Take, for example, the recent Enterprise 
Bargaining Agreements (EBA‘s) which 
targeted wage growth outcomes which 
were consistent with the rate of expected 
inflation i.e. 2–3 per cent. We also know 
as a matter of course that many workers, 
be they organised groups or individuals, 
set their own expectations off these 
publicly announced EBAs. This creates an 
infinite and virtuous cycle of expectation 
equals outcome, as long as credibility is 
maintained. If we break this nexus we have 
reference points from real world examples 
like Japan or more recently Europe, who has 
the added complexity of communicating 
its objectives in 24 different languages, 
we need to avoid this at all costs. Central 
bank resoluteness and its communication 
is critical for actual outcomes. 

Given this, how does a central bank measure 
the efficacy of its communication? Using 
data from other developed economies we 
know that only a very small percentage of 

Source: Bloomberg Finance LP. The breakeven inflation rate is a market-based measure of expected inflation. It is the differ-
ence between the yield of a nominal bond and an inflation-linked bond of the same maturity.

Marc Hassler 
Sustainable Investment Analyst 

Schroders
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in the range of 67 to 72 cents is likely to 
ensure commodities and other Australian 
exports remain attractive and support the 
local economy.”

GDP growth. “With this background of 
stimulus as context, we see the world, the 
US and Australian economies continuing on 
the growth path, delivering growth at trend 
in 2020,” says Xiradis. “The undeniable 
importance of China in this equation, and 
their ability to maintain growth is what will 
help support Australia and world growth, 
as we see China maintaining GDP growth of 
over 6% in 2020. Of course, this is predicated 
on China and the US reaching workable 
agreements on trade, but we think resolution 
will come faster the more the standoff 
hurts for both economies, especially 
given their recent phase-one agreement.” 

Some risk in the economy. “There are clearly 
the typical geopolitical and economic risks 
in the economy that we monitor closely, 
the most salient we see as being the risk of 
deflation, the breakout of a currency war, 
and the risk that the US and China don’t 
finalise agreements on trade,” says Xiradis. 
“In terms of equity valuations, there remains 
a clear risk around any rise in official rates, 
but we have seen very clear intentions 
expressed by central banks that for the 
foreseeable future, rates will remain low or 
on hold. That said, a scenario where rates 
rise would likely align with more exuberant 
economic growth so in such an environment 
one would expect business to continue to 
thrive in a manner supportive of equities. 
We remain vigilant on the direction of rates 
and we are nimble enough to respond if we 
see any radical reversal of the prevailing 
view.”

The equities, bottom-up view

Company earnings growth. “Our bottom-
up view for 2020 is for some moderate 
EPS growth, with the year remaining a 
stock-picker’s year, focusing on high quality 
companies that benefit from economic 
growth and a steady but lower AUD,” says 
Xiradis.

Resources. “We see resources as a 
potential highlight for 2020 with stronger 
EPS growth than for financials, REITs and 
industrials as they benefit from global 
stimulus, ongoing Chinese demand, and a 
preferentially lower AUD,” says Xiradis. “In 
the last resources boom, which peaked 
in 2011, mining companies invested large 
amounts of capex in capacity. Now, these 
companies have excess capacity and 
lower capex expense which is translating 

into higher free cash flows and stronger 
earnings growth across the sector as the 
world’s demand for resources continues.”
Financials. “In 2020, we expect the 
implications from the Royal Commission 
to continue to roll through, with a relatively 
low growth in EPS for banks and other 
financials,” says Xiradis. “Mitigating this 
drag on earnings is the fact that the 
housing market bottomed in May 2019, and 
has shown strong resurgence through 2019, 
supporting more credit activity for banks, 
and a more buoyant consumer.”

Bond proxies. “Bond proxy stocks were 
beneficiaries of the Fed pivot in December 
2019, and since then they have run hard 
and values are now stretched. With rates 
on hold and potentially still falling, these 
values remain high and we have reduced 
positions accordingly,” says Xiradis.

Industrials. “In this lower for longer 
environment, with a background of 
continued growth, we are seeing 
opportunity in quality industrials with lower 
multiples but a good EPS growth outlook, 
including cyclicals,” says Xiradis.

What is exciting in 2020?

“We see 2020 for the potential to find alpha 
in quality stocks that are benefiting from 
the background of lower rates and some 
stimulus,” says Xiradis. “The potential for 
resources in this environment is particularly 
compelling. We hope to see Brexit settle 
with the emphatic election of Boris Johnson 
as Prime Minister, and the potential for the 
US and China to resolve their issues in the 
2020 election year, following their recent 
phase-one agreement,” says Xiradis. “We 
expect to see Australia enter its 29th year 
of uninterrupted growth without recession, 
and as markets stabilise a little, assuming 
no major geopolitical surprises, the stage is 
set for active managers to find more alpha 
generating opportunities. As a stock picker, 
this really excites me,” says Xiradis.

Unless otherwise specified, any information contained in 
this publication is current as at the date of this report and 
is prepared by Ausbil Investment Management Limited 
(ABN 26 076 316 473 AFSL 229722) (Ausbil). This report 
contains general information only and the information 
provided is factual only and does not constitute financial 
product advice. It does not take account of your individual 
objectives, financial situation or needs. Before acting on 
it, you should seek independent financial and tax advice 
about its appropriateness to your objectives, financial 
situation and needs. Securities and sectors mentioned in 
this monthly report are presented to illustrate companies 
and sectors in which the Fund has invested and should 
not be considered a recommendation to purchase, sell 
or hold any particular security. Holdings are subject to 

change daily. The value of an investment and the income 
from it can fall as well as rise and you may not get back 
the amount originally invested. Past performance is 
not a reliable indicator of future performance. Unless 
otherwise stated, performance figures are calculated 
net of fees and assume distributions are reinvested. 
Due to rounding the figures in the holdings, breakdowns 
may not add up to 100%. No guarantee or warranty is 
made as to the accuracy, adequacy or reliability of any 
statements, estimates, opinions or other information 
contained herein (any of which may change without 
notice) and should not be relied upon as a representation 
express or implied as to any future or current matter. You 
should consider the Product Disclosure Statement which 
is available at www.ausbil.com.au before acquiring or 
investing in the fund.

Paul Xiradis, Executive Chairman, 
Chief Investment Officer and  

Head of Equities

Key points
• Rates: Lower for longer will continue.
• Stimulus to come in low rates and 

more fiscal injection.
• World and Australia to deliver GDP 

growth back at trend, subject to no 
deterioration in trade and markets.

• Modest EPS growth for equity market, 
higher EPS growth in resources.

• Alpha opportunities across markets 
in quality names with a strong EPS 
growth outlook. 

Paul Xiradis, Executive Chairman, Chief 
Investment Officer and Head of Equities at 
Ausbil Investment Management, offers the 
following outlook for 2020.

The macro, top-down view

“Our macro view ensures that we anchor to 
what really matters in markets regardless 
of the barrage of information and 
misinformation out there,” says Xiradis. 
“Working closely with our Chief Economist 
and our local and global equity teams, we 
are able to distil the macro signals that 
matter and work our allocations across 
sectors accordingly.”

Xiradis and his team at Ausbil see the 
following key signals for 2020 as being 
important for investors in setting their 
portfolios for the year ahead.

The economy. “We see interest rates, which 
have been the primary source of stimulus 
together with QE, to remain lower for 
longer, which is the key message we are 
reading in the pronouncements of global 
central banks,” says Xiradis. “We expect 
governments to add more fiscal stimulus 
to the macro equation, here and overseas, 
just as Christine Lagarde, President of the 
ECB, called for recently,” says Xiradis. “This 
could also include increased infrastructure 
spending. An Australian dollar trading 
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that the first person to live to 150 has 
already been born, and he’s „age reversed“ 
mice aged three years to just six months 
in his labs. As with the singularity, this 
could be revolutionary in both positive and 
negative ways!

Shift to China

Dwell on these tectonic shifts for any 
period and one’s mind inevitably gravitates 
towards the Middle Kingdom. Many seem 
to have forgotten that in the 1980s large 
tomes were being written about the rise of 
Pax Nipponica, or Japan, which appeared 
set to supersede Pax Americana (aka US 
hegemony).

Yet Japan’s surreptitious slide was 
galvanised by two factors. First, a cultural 
resistance to exposing its economy to 
creative destruction, the most powerful 
propellant of productivity and growth. 
Japan embraced alternative paradigms, 
like life-time employment, which is 
anathema to the disruption inherent in real 
capitalism.

A second impediment was Japan’s mono-
culture that rejected immigration and 
propagated a rapidly ageing population, 
which meant the number of people living 
in the country started declining by the 
early noughties. There is no greater killer 
of aggregate demand than disappearing 
your people.

Both problems afflict our main North Asian 
trading partner. China’s statism prevents 
it from productively innovating, which the 
1987 Nobel prize winner Robert Solow 
demonstrated is the primary source of 
long-term prosperity. China also suffers 
from the consequences of its single-child 
policy and opposition to a multicultural 
society.

Indeed, the uninterrupted, 28-year 
expansion of the “wonder down under” can 

be partly attributed to one of the fastest 
population growth rates in the OECD, 
built on the back of not family fecundity 
but exceptionally strong migration. We 
are the most multicultural country in the 
developed world with more than 30 per 
cent of our residents born in another land 
(notwithstanding the stereotype of Aussie 
xenophobia). Massive endowments of 
natural resources have not hurt either!

If am wrong, and China is able to overtake 
the United States in economic and military 
terms, we should prepare for great power 
conflict. These are two fundamentally 
incompatible world views: one seeks 
unrelenting dominance and control to 
secure its own survival while the other 
preaches liberty, freedom and democracy 
constrained only by the need to combat 
national security threats that imperil these 
ideals.

Internal threat

Ironically, however, the modern American 
miracle is itself being threatened by 
another ascendant form of statism via the 
new paradigm known as “QE to infinity”. 
Quantitative easing (QE) is increasingly 
becoming the policy reflex of first resort. 
When markets signal that bad businesses 
should die (and the associated jobs have to 
go), the central banker’s myopic response 
is to impose their own version of reality by 
hijacking the process through which freely-
functioning markets clear and allocate 
scarce labour and capital.

They do this by buying all manner of 
assets to fix their own unilateral prices 
because the omnipotent central bank 
knows better than the collective wisdom of 
crowds. The most potent iteration of this 
policy is acquiring public sector bonds to 
artificially manipulate the supposedly risk-
free discount rates that are used to price 
all privately traded assets (and loosen the 
fetters on fiscal policy).

As Reserve Bank of Australia (RBA) 
governor Phil Lowe recently remarked, 
this is preferable to buying other assets 
because fudging discount rates gets into 
every nook and cranny of the financial 
system. It is a new form of public sector 
hedonism: rather than waiting for the long 
and variable lags of monetary policy, get 
your instant gratification by command-
economy-style controls!

Western statism will continue to crush 
output gaps by creating fake economic 
growth through leveraged speculation 
and reducing unemployment rates until 
sustained wage growth materialises. We 
have seen this in the US where the jobless 
rate has fallen to around 3.5 per cent and 
labour costs have gradually increased 
since 2010.

When this feeds into consumer price 
inflation, the central bankers will avoid the 
reckoning by claiming we have to make 
up for past inflation misses by running an 
elongated period of above-trend inflation. 
This narrative is already playing out in 
the US where the Fed asserts that long-
term inflation expectations have been 
undermined by the post-crisis years in 
which it has slightly undershot its 2 per 
cent target.

But as Stanley Druckenmiller has 
countered, missing an arbitrary 2 per cent 
inflation target by a small fraction of a 
percentage point does not rationalise the 
cheapest money in human history nor 
unprecedented market interventions. In 
the name of avoiding capitalism’s creative 
destruction, the central bankers are 
unwittingly removing an essential driver of 
prosperity.

We are more likely mid-cycle than late 
cycle because output gaps still exist, 
inflation remains subdued and it will 
take unacceptably high inflation to force 
interest rates up to the levels required to 
destroy the hordes of zombie companies 
created by near zero-interest policies.

‚Almost 15 per cent of all ASX stocks are 
zombies based on our broader definition, 
which shrinks to about 7.5 per cent if 
we impose the extra requirement of low 
expected growth.‘ 

Rise of the zombies on the ASX

As we observed in 2018, this will likely be a 
case of two steps forward, one step back: 
a bout of wage inflation pushing long-term 
risk-free rates higher; markets freaking out; 
followed by more extreme policy stimulus, 
which will feed back into higher inflation ... 
and another iteration of this cycle until we 
get the quantum of living cost pressures 
needed to force an existential choice 
between statism and capitalism.

This will probably be the source of the 
next great financial crisis, Australia’s first 
recession since 1991, a catastrophic drop in 
local house prices (likely two to three times 
worse than anything we have experienced), 
huge write-downs in public and private 
debt, and potentially civil wars.

Once the fake prosperity is recognised 
for what it is – unelected central bankers 
junking democratic market forces in the 
name of picking personal winners – the 
public will demand extreme change. In the 
meantime, ride the man-made wave and 
make some money.

Christopher Joye is a contributing editor 
who has previously worked at Goldman 
Sachs and the RBA. He is a portfolio 
manager with Coolabah Capital, which 
invests in fixed-income securities including 
those discussed in his column. 

Christopher Joye - Australian 
fixed-income fund manager with 

Coolabah Capital Investments

L
ooming ahead is the spectre of an 
AI-induced war of man vs machine, 
major power conflicts, inflation and 

the end of capitalism as we know it.

As a fund manager, I’ve naturally been 
doing my bit to save humanity, whipping 
the search and rescue drone up and down 
the coast hunting for sharks zeroing in on 
surfers and swimmers. During one recent 
flight I received a call from an individual 
known simply as the “waterboarder”, a 
mentor who chairs a multibillion-dollar 
hedge fund, among other things.

A complementary fusion between AI 
and homo sapiens will be a profound 
evolutionary step towards a hyper-
intelligent “homo-digitus”. David Rowe

He had been alerted to my arrival by his 
wife after the drone asked her where 
her husband was through its emergency 
speaker system, which can be heard 
500 metres away. “Bro, you’re gonna 
find more sharks on land than in the 
water in these parts,” he said in his thick, 
Lebanese-Australian accent.

And he’s right of course. Standing only 
metres away from this gnarled human 
equivalent to a great white shark were 
the likes of VGI’s Rob Luciano and 
Moelis’s Andrew Pridham, stealthily 
surveying their domains. When it comes 
to investing, there a few more well-honed 
killers than this superficially chummy 
triumvirate.

As I continued my search for water-
borne sharks, the drone temporarily lost 
radio contact. The artificial intelligence 
in its processor immediately kicked in 
and the drone  flew itself in a perfectly 
stabilised arc back to its base where it 
safely landed.

AI is so good now that scientists are 
developing drones with superior shark-
spotting capabilities to the human 
eye. And in the next decade we face 
the spectre of a possible “singularity” 
in which AI gains self-awareness and 
exceeds human intelligence, after which 
it is projected to recursively self-improve 
its capabilities until the gap between 
man and machine is massive.

If Elon Musk is right, this could be a 
Terminator-like extinction event for our 
race as the machines seek to eliminate 
us or subvert us into organic slaves. My 
own view is that a more likely outcome 
than this terrifyingly binary hypothetical 
is a complementary fusion between 
AI and homo sapiens in what will be a 
profound evolutionary step towards a 
hyper-intelligent “homo-digitus”. If you 
cannot beat the machines, become one!

A parallel innovation could be Professor 
David Sinclair’s life-long effort to thwart 
the “disease” that is ageing by reversing 
DNA decay and finally giving humans 
hope of living for hundreds of years. 
Sinclair has previously told this column 

Global Small and Mid Cap Fund

Investment Philosophy
Fairlight’s investment process is designed to find businesses that 
have a demonstrable track record of earning outsized returns on 
capital with characteristics that will allow these returns to persist 
into the future, available at attractive valuations. Where possible, 
the strategy mitigates potential risk by looking for stable and 
aligned management teams, conservative balance sheets and 
avoiding single points of failure. The portfolio is segmented into 
three types of investment opportunities:

• High quality growth companies

• Stable compounders

• Low risk turnarounds 

Fairlight does not invest in sectors of the market that do not meet 
its quality criteria including cyclical business (commodities and 
mining) and interest rate sensitive businesses (banks and utilities).

Portfolio Revenue Exposure

Europe 29%

Asia Pacific 11%

Latin America 2%

North America 57%

Africa & Middle East 2%

Portfolio Sector Exposure

Nicholas Cregan
15+ years’ experience in domestic, US and 
international financial markets including Portfolio 
Manager and Senior Analyst positions in Australia 
and New York with Evans and Partners and 
Schroder Investment Management.

Ian Carmichael, CFA
10+ years’ experience in financial markets including 
managing global equities at Platinum Asset 
Management. An additional 5+ years of industry 
experience across engineering R&D and project 
management disciplines.

*See page 5 of the Product Disclosure Statement for details on fees and costs. Portfolio rev-
enue exposure and portfolio sector exposure as at 2 November 2018. This document is is-
sued by Fairlight Asset Management (Corporate Authorised Representative No 001277649 
of AFSL 000247293) in relation to the Fairlight Global Small and Mid Cap SMID Fund (the 
Fund). The information provided in this document is general information only and does 
not constitute investment or other advice. The content of this document does not consti-
tute an offer or solicitation to subscribe for units in the fund. Fairlight Asset Management 
accepts no liability for any inaccurate, incomplete or omitted information of any kind or any 
losses caused by using this information. Any investment decision in connection with the 
Fund should only be made based on the information contained in the Product Disclosure 
Statement. Visit fairlightam.com.au to review the Product Disclosure Statement. 

Portfolio Managers

fairlightam.com.au  |  hello@fairlightam.com.au

About Fairlight
Fairlight Asset Management is a boutique firm investing 
exclusively in global equity markets. The investment approach is 
grounded in fundamental research, long term in nature and has a 
strong focus on quality. The team believe a portfolio of the highest 
quality businesses, purchased with valuation discipline will 
outperform over the long term whilst protecting and preserving 
client capital. 

Why Invest in Global Small and Mid Caps?

• Global investing provides a larger, higher  quality opportunity  
 set available at more attractive valuations.

• Smaller companies have historically outperformed larger   
 companies over the long term. 

• Quality companies provide more reliable  earnings growth   
 over the long term whilst protecting investor capital. 

• Market inefficiencies and mispriced securities are more   
 common amongst smaller companies.

Fund Features
Investment universe 
Securities listed on global stock exchanges with a market 
cap between USD$500m-$20bn

Typical number of investments 
30-40

Typical cash weighting 
3%-20%

Suggested investment time frame 
5-7 years

Benchmark 
MSCI World SMID Cap Index (AUD) (Net)

Return objective 
8%-12% p.a over a full investment cycle 

Minimum initial investment 
$20,000

Fees
1.25% management + 15% performance*

Miscellaneous Retail

9%

Other 14%

Healthcare Services

9%

Business Services

8%

Industrial Manufacturing 7%

 Industrial Materials 5%

Hospitality Services 4%

Hardware

4%Industrial Services

4%

Cash

12%

Software and Consulting 21%
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numbers 2-4 combined. Even amongst all 
cars in the US the model 3 has the third 
highest sales revenue across all cars sold in 
the US in the September 2019 quarter. This 
ranking excludes pickup trucks because, 
just like in Australia, utes/pickups outsell 
cars in the US but nevertheless a good early 
indicator of likely future demand for EVs.

We believe demand for EVs could grow 
exponentially over the next 3-5 years as 
fruits of the US$60-100b being spent on 
R&D over the next decade by the large 
global auto companies appear in the form 
of many new EV models for consumers to 
choose from.

The trend to electrification won’t 
just end with cars

This year the NSW government announced 
a plans to replace all 8,000 or so diesel 
and gas buses in NSW with electric buses. 
Europe and China are already well ahead of 
Australia in this regard with many Chinese 
cities having fully converted to electric 
public transport fleets. 

Even air transport will gradually move to 

electric, especially in short-haul routes. 
These routes are better suited to the limited 
range of battery powered planes. Short-
haul routes require smaller more efficient 
planes with typically less than 1000kms 
of range. At a lower cost point, many thin 
and currently uneconomic regional air 

routes could be made viable. Small electric 
commuter aircraft such as the Eviation 

“Alice” provide airlines with a lower unit cost 
allowing them to offer greater frequency 
and lower pricing.

This aircraft, for example, has capacity for 
nine paying passengers and costs US$200 
per flight hour to run. This compares to 
about US$1,000 per flight hour for an 
equivalent turboprop, as typically used on 
regional routes in Australia. With aircraft 
such as these, the economics of regional 
commercial air routes are materially 
improved. This could open a new large and 
unaddressed segment of the market.

Theme 2: Renewables

We haven’t even scratched the surface 
of the full opportunity for lithium battery 
technology in years ahead. For example, 
there is rapidly rising demand for batteries 
as energy storage solutions, not just in 
homes but at grid scale. We have witnessed 
a significant increase in the number of 
recent announcements on planned new 
large-scale battery storage projects, 
especially as the share of renewable fed 
into our power grid rises. Large batteries 
are very effective at not only storing excess 
energy generated at peak renewable 

periods but also at moderating the large 
frequency fluctuations impacting the grid 
from renewables sourced power generation. 
The fact is that wind and solar are now 
the lowest cost source of incremental 
new generation and getting cheaper still. 
Solutions to the unique challenges arising 

from higher levels of renewables must be 
found and lithium batteries are a key part 
of that solution.

So, what does this all mean for 
investors in 2020 and beyond? 

Firstly, we think investors looking to 
capitalise on these structural tailwinds need 
to have more than a one-year investment 
horizon. As the old investment saying goes, 
many overestimate what can be achieved 
in one year and underestimate what can 
be achieved in five years. If investors do 
indeed have more than a one-year horizon 
(as we ourselves take when investing), then 
there may be some attractive investment 
opportunities in some Aussie small caps.

For those with a longer investment 
horizon and higher risk tolerance, Pilbara 
Minerals (ASX: PLS) appears well placed to 
capitalise on the rising long-term demand 
for lithium batteries.  Its stage 1 lithium 
spodumene mine is complete and ramping 
up well although better recoveries are the 
last challenge still facing stage 1 (expect 
evidence of better recoveries by the end of 
calendar 2019).  It has a very large resource 
with significant proven reserves and 
opportunity to increase this further with 
more exploration.  The mine should sit in 
the bottom quartile of the global cost curve 
when fully scaled up and further vertically 
integrated with downstream lithium 
hydroxide conversion capacity.  It has 
brought strong and credible industry equity 
partners onto its register and has long term 
plans to more than triple current production 
as demand builds. The share price is 
presently being impacted by the short-term 
oversupply of lithium inputs into the global 
battery sector but this should reverse 
over the next 1-3 years, especially with the 
rising number of recent capacity deferrals 
by competitors (e.g. Mineral Resources 
placing their Wodgina mine on care and 
maintenance/Tanqui deferring their lithium 
hydroxide expansion plans in WA). Another 
strong but lower risk beneficiary of the 
transport electrification and renewables 
themes is Lynas Corp (ASX: LYC). It is the 
only non-Chinese scale supplier of some 
critical rare earth elements used in many 
high technology sectors. The Neodymium 
(Nd) and Praseodymium (Pr) it produces 
(as NdPr oxide) are key ingredients in the 
manufacture of permanent magnet-based 
electric motors. These are critical parts of 
both electric vehicles and wind turbines. 
They are also extensively used in many 
defence industry applications and cannot 
be sourced from elsewhere globally except 
Lynas Corp (20% global share) and Chinese 
sourced supply (80% global share).  Current 
western tensions with China on various 
fronts make this supply source problematic 
for western customers in the long term. 

Lynas has spent the past seven or so years 
building and fine tuning their large Malaysian 
production facility and developing their 
high grade and large reserve mine in WA. 
These assets are globally unique and 
valuable. They are not easily replicated, 
even with limitless funding, due to the 
special production IP internally built up in 
their Malaysian plant. The business is very 
well managed, post capex and is cashflow 
positive. It is also very leveraged to growing 
demand for EVs, renewable wind energy 
and other new high technology themes.

As a demand reality check for Pilbara and 
Lynas: each Tesla Model 3 produced needs 
about 1kg of NdPr oxide and about 60kg 
of lithium hydroxide (or about 420kg of 
6% spodumene) each 1Mw of wind turbine 
capacity need about 200kg of NdPr oxide
Disclosure – The Eiger Australian Small 
Companies Fund has positions in both 
Pilbara Minerals and Lynas Corp.

Author: Victor Gomes, Principal and 
Portfolio Manager

Victor Gomes, Principal and  
Portfolio Manager

A
t Eiger Capital, we’ve always liked 
to invest with the aid of a good 
old-fashioned tailwind. In our 

humble opinion, tailwinds don’t come 
much better than the global shift to 
renewables in energy generation and the 
associated electrification of almost all 
forms of transport. 

And whilst 2020 may turn out to be too 
soon to put this theme into the “can’t 
ignore in 2020” bucket, investors with the 
capacity for more than a twelve-month 
investment horizon can’t and shouldn’t 
ignore this theme.

We like structural change as a precipitator 
of investment opportunity. In Aussie 
small cap equities, structural change can 
be found impacting many companies and 
industry sectors. Transport electrification 
and lithium battery-based energy storage 
is delivering significant structural change 
to the transport and energy utility sectors, 
amongst others. 

It’s often more difficult to pick the timing 
of such change than its direction and 
ultimate destination. Nevertheless, history 
teaches us that sometimes a significant 
change can happen much faster than 
anyone expects. Mass adoption of electric 
vehicles and rising levels of renewable 
energy generation may indeed surprise 
many over the next five+ years.

Theme 1: Transport 
electrification

Take the example of the last major 
structural shift in transportation 
technology just over 100 years ago. 
We do like to use these two photos 
because as they say, a picture (or two) 
tells a thousand words. Who would have 
thought that back in the year 1900 as one 
sat watching the Easter parade on 5th 
Ave, New York City that the one curiosity 
on parade, the single motor car amongst 
all the horse and carriages, would come 
to dominate the same parade just under 
a decade and a half later? 

Over this relatively short time frame, all 
but one of the horse and carriages had 
disappeared from the parade.  It was 
now dominated by internal combustion 
engine (ICE) based motorised transport.

Even today if one is prepared to look, 
there is already significant evidence of 
the way the future may look like in as 
little as 5-10 years’ time. Tesla has no 
doubt copped a lot of justified criticism 
for its struggles to produce its innovative 
electric vehicles in sufficient economic 
volumes. However, there is little doubt 
that there is strong and growing demand 
for their products. The number of Model 
3’s starting to appear on our local streets 
in recent months shows Australians are 
indeed embracing this change. 

But it’s not just trending in Australia. The 
Model 3 is the largest selling luxury small-
medium car in the US on a sales revenue 
basis, by a long way. In fact, Model 3 
sales revenue is greater than that of the 
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Our research highlighted three root causes 
of recession in the US since 1971:
1. monetary policy overtightening
2. a sudden restriction in the supply of 

key goods such as oil (supply shocks)
3. a financial crisis.
When applied to the current environment 
our main concern is in relation to point 
number one above. We have seen the US 
Federal Reserve (Fed) deliver its longest 
sustained tightening cycle between 2015 
and 2018 and market discontent escalated 
considerably into 2019. At the same time, 
there are no signs of any supply shocks, 
despite the noise surrounding tariffs and 
trade and despite volatility in financial 
markets, our proprietary Macquarie Crisis 
Indicators4 do not indicate any significant 
financial crisis risk in the US or in other 
investible markets.

Has the Fed overtightened?

Table 1 shows that in the current 
environment, aside from the yield curve 
inversion signal, none of the indicators 
implied that the Fed had significantly 
overtightened. The yield curve signal was 
the only clear signal of recession risks5 – 
where the Fed’s preferred measure, the 10-
year to 3-month Treasury yield spread, has 
been consistently negative since late May 
2019, ending in mid-October.

To the question “Has the Fed overtightened?” 
the answer seems to be “no, but…”.

Table 1. US economic expansions from 1971

No, but...
Yield curve inversion is a historically reliable 
signal of elevated recession risk. Thus, we 
deepened our investigation into what 
we call our Recession Alert process. This 
process assesses the economy’s prevailing 
conditions, as these can amplify, or soften, 
the impact of recession causing forces such 
as policy tightening.

The key components of this process are 
inflation, the labour market, household 
leverage, corporate leverage, household 

income growth and corporate income 
growth.

Summarising our findings, most of these 
specific indicators of prevailing conditions 
are not particularly stressed for the US 
except for the corporate sector – especially 
on leverage and profit growth – as it is 
showing signs of discomfort that demand 
closer monitoring.

Prevailing global economic conditions ex-
US are considerably weaker, especially in 
Europe and Asia, which are particularly 
vulnerable to persistent uncertainty in 
international trade (see Charts 2a-2b 
below). In addition, China, the greatest 

contributor to recent global growth, is 
facing serious economic headwinds.

Therefore, we can say more definitively that 
risks of recession for the global economy are 
higher outside of the US, and in the event 
of a recession, the US economy should still 
outperform the rest of the world.

Investment implications
Overall, our analysis supports a conclusion 
that the US economy is entering a period 
of sluggish growth where recession risk 
is elevated, however we would not yet 
suggest this is a base-case assumption. 
Further, if a recession were to emerge our 
assessment process suggests that in the 
US it would likely be a short and shallow 
recession, much like in 2001, which was 
corporate-led.

Across our strategies this means that in line 
with our investment philosophy focused 
on managing downside risk, liquidity and 
fundamental research, we are adopting a 
cautious stance that involves:

• accumulating interest rate duration on 
higher yields, especially in the US where 
yields are relatively more attractive

• sensible participation in credit markets 
with reduced maturities and increased 
diversification away from corporate 
risk

• increasing liquidity to be ready for 
any opportunity that might arise 
from a more uncertain and volatile 
environment.

Graham McDevitt Division Direc-
tor, Global Strategist at 

 Macquarie 

`I think it’s a myth that 
expansions die of old age‘ - 

Former US Federal Reserve Chair 
Dr Janet Yellen, Post-FOMC Press 
Conference, 17 December 2015

In July 2019, the US experienced a landmark 
moment, recording its longest post-war 
economic expansion of 120 months (see 
Chart 1), nearly four years after Dr Yellen’s 
head-turning remark. Each month of 
growth since this time has been uncharted 
territory. But like all winning streaks, the 

longer they go on, the more people will 
ask: what could end this ride?

As part of our investment and research 
process, we recently explored this 
expansion in detail1 and produced a 
framework to enable an assessment of the 
risk of a recession.

The outcome is a systematic, fundamentally 
meaningful and therefore effective process 
to help guide investors on the likelihood of 
a recession over the next 12 months.
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Where to invest when you 
expect the unexpected

T
he term “unexpected” has become 
a staple of the New Normal 
environment. The macro backdrop for 

global markets remains as unpredictable 
and uncertain as ever. Investors can attest 
to a high level of uncertainty that has 
persisted for a number of years. In our view,  
listed infrastructure  is well-positioned to 
offer attractive returns to investors, with 
less risk to the variability of their earnings 
than general equities.

Non-cyclical demand fuels late-
cycle growth potential

In this uncertain environment, we believe 
listed infrastructure offers investors a 
higher level of certainty and predictability 
by providing consistent cash flows, which 
are relatively unaffected by unexpected 
macro events. The main drivers of listed 

infrastructure’s relative stability and growth 
potential are:

1. Consistent organic growth which 
is driven by the ongoing need for 
companies to invest in existing 
infrastructure assets which are 
uncorrelated to the macroeconomic 
outlook

2. Demand for new renewable energy 
infrastructure to support global 
decarbonization initiatives

3. Accelerating data growth and the 
need to expand communications 
infrastructure to meet consumer 
demand

Organic growth from upgrading 
aging infrastructure

Listed infrastructure companies in the 
developed markets own an estimated $6.1 
trillion1 in infrastructure assets globally. 
We estimate that these companies will 
spend $200 billion annually, upgrading, 
replacing, and expanding their existing 
assets. On the asset base of $6.1 trillion, 
that means an annual growth rate of 3.2%. 
This growth rate is organic and repeating 
and undertaken regardless of the next 
uncertain macro event.

Exhibit 1 below shows the intensity of annual 
capital spending across each infrastructure 

sector. What is important for infrastructure 
investors is that this investment is being 
made under a regulatory structure which 
provides companies a high level of certainty 
into the rate of return that will be achieved.

Exhibit 1: intensity of annual capital 
expenditure drives investment returns

Our forecasted annual growth rate of 
3.2% provides an attractive baseline 

for infrastructure’s total return 
potential.

Decarbonization initiatives changing 
demand for energy infrastructure 

Political pressure to decarbonize continues 
to mount in industrialized countries, and 

curbing the greenhouse effect has become 
a decisive factor for energy policies 
worldwide. Decarbonization goals in the 
energy sector can be achieved by shutting 
coal power plants down and replacing 
them with renewable and natural gas-fired 
generation. Under the current regulatory 
policy, electricity generation from 
renewables increases rapidly, surpassing 
coal by 2030. Renewables contribute 
three-quarters of electricity supply growth 
to 2040, underpinned by policy support in 
nearly 170 countries and falling costs. Coal-
fired output remains broadly flat, though its 
share declines significantly, while natural gas 
and nuclear power maintain their shares.2 

Exhibit 2: projected demand by fuel type 
suggests substantial renewable energy 
investment

Non-cyclical demand for 
communication infrastructure

Communication infrastructure growth 
revolves around the increasingly data-
intensive nature of wireless traffic as well 
as the Internet of Things (IoT). Companies 
in the Communication sector are investing 
heavily in their assets to meet the non-
cyclical demand of increased online traffic 

and connected wireless devices. We expect 
this investment to generate consistent cash 
flow growth for companies in the sector for 
the benefit of their investors.

Broad-based political support 
underpins the investment demand 

for renewable energy infrastructure 
and it’s growth potential.

Capital investment required to meet the 
non-cyclical demand of increased online 
traffic and connected devices may support 
attractive investment returns in the 
Communications sector.

Conclusion

In an uncertain environment, infrastructure 
assets offer investors relatively predictable 
growth. The growth is secured by required 
investment in aging infrastructure, as well 
as new investment in for decarbonization 
and data growth. Listed infrastructure 
companies are well placed to benefit from 
these trends, and we believe will offer 
investors attractive risk adjusted returns.

Jeremy Anagnos, CFA Principal, 
Chief Investment Officer,  

Infrastructure CBRE Clarion 
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SSuussttaaiinnaabbllee  &&  EEtthhiiccaall  --  BBaallaanncceedd 11  YYeeaarr  33  YYeeaarr AAvvaaiill SSoocciiaall,,  VVeennttuurree  CCaappiittaall  &&  IImmppaacctt  IInnvveessttiinngg 11  YYeeaarr  33  YYeeaarr AAvvaaiill
AMP Responsible Investment Leaders Balanced 14.99% 7.21% ✔ Female Leaders Fund - Acorns - - ✔
Ausbil Active Sustainable Equity 27.72% - ✔ Impact Investment Group Solar Asset Fund - - ✔
Legg Mason QS Investors Glb Rspnb Inv A - - ✔ New Energy Solar & Solar Infrastructure - - ✔
Nanuk New World Fund 31.07% 15.31% ✔ Ophir Global Opportunities Fund - Closed ended fund - - ✔ `
Pendal Sustainable Balanced 16.19% 7.00% ✔ Social Impact Funds - One Investment Group - - ✔
Pengana WHEB Sustainable Impact Fund 24.81% 6.22% ✔ SVA Diversified Impact Fund - - ✔
Perpetual Wholesale Ethical SRI 9.59% - ✔ The Impact Fund - - ✔
Schroder Global Sustainable Fund 23.63% 10.60% ✔ Tiverton Agricultural - - ✔

FFiixxeedd  IInntteerreesstt 11  YYeeaarr  33  YYeeaarr AAvvaaiill IInnffrraassttrruuccttuurree  ((aalltteerrnnaattiivveess)) 11  YYeeaarr  33  YYeeaarr AAvvaaiill
AMP - PB - Australian Fixed Interest 4.04% 2.06% ✔ ATLAS Infrastructure Australian Feeder Fund (Hedged) 27.74% - ✔
Australian Ethical Fixed Interest 6.14% 3.78% ✔ Lazard Global Listed Infrastructure 23.03% 13.78% ✔
CFS Wholesale Diversified Fixed Interest 7.12% 4.36% ✔ Macquarie Global Infrastructure Trust II - - ✔
Macquarie Australian Fixed Interest 7.42% 5.15% ✔ Magellan Wholesale Plus Infrastructure 25.53% - ✔
Pendal Australian Fixed Interest MPS 7.43% - ✔ PEP - Secure Assets Fund A - - ✔
Perpetual Active Fixed Interest Fund 8.04% 5.69% ✔ RARE Infrastructure Value Fund - Hedged 25.88% 10.53% ✔

LLaarrggee  AAuussttrraalliiaann  EEqquuiittiieess 11  YYeeaarr  33  YYeeaarr AAvvaaiill SSmmaallll  //  MMiidd  CCaapp  IInntteerrnnaattiioonnaall  FFuunndd 11  YYeeaarr  33  YYeeaarr AAvvaaiill
Antares Ex-20 Australian Equities - - ✔ Australian Ethical Australian Shares 21.43% 10.33% ✔
Auscap Long Short Australian Equities 18.07% 4.06% ✔ Lennox Smaller Companies Fund 18.68% - ✔
Bennelong ex-20 Australian Equities 25.06% 11.56% ✔ Montgomery Small Companies - - ✔
Fidelity Australian Equities 23.19% 9.65% ✔ Perpertual Wholesale Smaller Companies 17.52% 8.25% ✔
Macquarie Australian Equities 24.30% 11.96% ✔ Spheria Australian Microcap Fund 20.31% 8.92% ✔

HHiigghh  IInnccoommee    11  YYeeaarr  33  YYeeaarr AAvvaaiill PPrrooppeerrttyy  &&  RREEIITT  FFuunnddss 11  YYeeaarr  33  YYeeaarr AAvvaaiill
CFS US Select High Yield Fund-Class A 7.93% - ✔ APN AREIT Fund / APN Property Group 15.58% 7.00% ✔
Pendal High Alpha Fixed Income - Wholesale -11.74% -8.44% ✔ Cromwell Direct Property 8.11% 8.99% ✔
PM Capital Enhanced Yield 3.27% 3.37% ✔ Fidelity Life Property Portfolio 26.46% 17.91% ✔
Realm High Income - Wholesale 6.23% 3.93% ✔ Newmark Capital Hardware Trust - - ✔
Smarter Money Higher Income Direct Inv 3.44% 3.01% ✔ SG Hiscock Property 16.77% 5.26% ✔

HHiigghh  CCoonnvviiccttiioonn  11  YYeeaarr  33  YYeeaarr AAvvaaiill LLiisstteedd  IInnvveessttmmeenntt  CCoommppaanniieess 11  YYeeaarr  33  YYeeaarr AAvvaaiill
Chester High Conviction Fund 20.30% - ✔ 8IP Emerging Companies Ltd - - ✔
DNR Capital Australian Equities High Conviction 27.55% 9.93% ✔ Acorn Capital Investment Fund - - ✔
Firetrail Australian High Conviction 20.22% - ✔ Duxton Water Ltd - - ✔
Greencape High Conviction 27.42% 13.51% ✔ Ellerston Global Investments - - ✔
Magellan High Convcition 29.58% 18.22% ✔ Evans & Partners Global Disruption Fund - - ✔
UBS High Conviction 27.15% - ✔ WCM Global Growth Limited - - ✔

CCAASSHH  ffuunnddss 11  YYeeaarr  33  YYeeaarr AAvvaaiill IInntteerrnnaattiioonnaall  SShhaarree  FFuunnddss 11  YYeeaarr  33  YYeeaarr AAvvaaiill
EQT Cash Management Fund - - ✔ Fairlight Asset Management - Global Small and Mid 36.08% - ✔
ANZ Cash Plus Wholesale 1.67% 1.87% ✔ Lakehouse Global Growth Fund 34.86% - ✔
Invesco Wholesale USD Cash A 2.37% - ✔ P/E Global FX Alpha 6.84% - ✔
IOOF Cash Management Trust 1.70% 1.87% ✔ Platinum International Brands Fund (C Class) 21.40% 13.13% ✔
Mutual Cash Term Deposits & Bank Bills 1.90% 2.09% ✔ Schroder Equity Opportunities Fund 22.91% 8.48% ✔
Perpetual Cash Management 0.87% 0.90% ✔ Schroder Global Recovery Fund 22.25% - ✔

AAlltteerrnnaattiivveess  --  LLoonngg  SShhoorrtt 11  YYeeaarr  33  YYeeaarr AAvvaaiill EEmmeerrggiinngg  MMaarrkkeettss  FFuunnddss 11  YYeeaarr  33  YYeeaarr AAvvaaiill
Auscap Long Short Aus Equs-Platform 18.10% - ✔ 4D Emerging Markets Infrastructure 23.63% - ✔
Bennelong Long Short Equity 15.17% 12.66% ✔ Colchester Emerging Markets Bond Fund I 17.73% - ✔
Invesco Australian Equity Long Short A 17.61% 9.19% ✔ JPMorgan Emerging Markets Opportunities - - ✔
Regal Australian Long Short Equity 33.81% 13.99% ✔ RARE Emerging Markets 14.66% 6.83% ✔

Data from Morningstar as at 31 Dec 2019Data from Morningstar as at 31 Dec 2019


