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Pinch me! I must be in some strange dream. What I am seeing simply cannot be real. It’s 2020 and a virus struck the world. City streets were
ĞŵƉƟĞĚĂŶĚĞĐŽŶŽŵŝĞƐƐŚƵƚĚŽǁ Ŷ͕ ǁ ŝƚŚďƵƐŝŶĞƐƐĞƐĚĞǀ ĂƐƚĂƚĞĚĂŶĚŵŝůůŝŽŶƐǁ ŽƌůĚǁ ŝĚĞĚĞƐƟŶĞĚƚŽůŽƐĞƚŚĞŝƌũŽďƐ͘ WĞŽƉůĞŚĂǀ ĞďĞĐŽŵĞĨĞĂƌͲ
ĨƵůŽĨĞĂĐŚŽƚŚĞƌ͕ ǇĞƚůŝĨĞŝƐĮ ŶĞƐŽůŽŶŐĂƐǇŽƵŚĂǀ ĞĂŶŝŶƚĞƌŶĞƚĐŽŶŶĞĐƟŽŶ͘ ' Žǀ ĞƌŶŵĞŶƚƐŚĂǀ ĞĚƌŽƉƉĞĚ͞ ŚĞůŝĐŽƉƚĞƌŵŽŶĞǇ͟ ĂƐĨĂƌĂƐƚŚĞĞǇĞ
can see paying workers more to stay at home than to work. Blissful “JobKeepers” now watch TV or do stupid things on TikTok for the amusement of others. The Australian Government has sunk us into debt for the next 25 years to protect us from hurt and to renovate, whilst money
ǁ ĂƐŶŽƚĨŽƵŶĚƚŽƐŽůǀ ĞƚŚĞƐŽĐŝĂůŚŽƵƐŝŶŐĐƌŝƐŝƐ͘  ĞƐƉŝƚĞĨƵƚƵƌĞŝŶĐŽŵĞƵŶĐĞƌƚĂŝŶƚǇ͕ŽŶůŝŶĞƐƉĞŶĚŝŶŐŚĂƐĞǆƉůŽĚĞĚ͘ ŌĞƌƉĂǇ͕ƚŚĞƵǇE Žǁ WĂǇ
Later ﬁntech that makes no proﬁt, is worth more than Australia’s busiest airport that makes billions. We were not allowed to visit mums on
Mother’s Day, but 10,000 protestors could ﬁll the streets ignoring social distancing laws with impunity. AFL is played with no crowds. No one
ĐĂƌĞƐĂďŽƵƚƚŚĞĐŽŶƐĞƋƵĞŶĐĞƐŽĨŵŽŶĞǇƉƌŝŶƟŶŐ͕ ĞǆĐĞƉƚǁ ŚĂƚŝƐŝŶŝƚĨŽƌƚŚĞŵ͘ &ůŽŽĚĞĚǁ ŝƚŚĞǆĐĞƐƐůŝƋƵŝĚŝƚǇ͕ŝŶĚĞďƚĞĚĐŽŵƉĂŶŝĞƐƚŚĂƚƐŚŽƵůĚ
ĨĂŝů͕ĂƌĞƐĂǀ ĞĚ͘  ƐƐĞƚƐƉƌŝĐĞƐƚŚĂƚƐŚŽƵůĚĨĂůů͕ƌŝƐĞ͘  ĞďƚŚĂƐƌĞĂĐŚĞĚĂůůƟŵĞŚŝŐŚƐĂŶĚŝŶƚĞƌĞƐƚƌĂƚĞƐĂůůƟŵĞůŽǁ Ɛ͘ ^ƚĂƚƵĞƐƚĞůůŝŶŐŚŝƐƚŽƌǇĂƌĞ
felled to blot out the past. Reality it seems, has been suspended. Amidst this madness, Zanacorp’s singular goal is to protect clients’ capital.

2020 The Year of Living Dangerously
Watch Your Step

Australia, being on the far side of the developed world, has sheltered
itself from COVID-19 extremely successfully. Amongst many responses,
Ɛǁ ŝŌĂĐƟŽŶďǇ^ĐŽD ŽƚŽƐƚŽƉŇŝŐŚƚƐĨƌŽŵŚŝŶĂ;ĨŽƌǁ ŚŝĐŚŚĞƚŽŽŬ
t , K ŚĞĂƚͿǁ ĂƐǀ ŝƚĂůŝŶƌĞƐƚƌŝĐƟŶŐƚŚĞĞŶƚƌǇŽĨƚŚĞǀ ŝƌƵƐŝŶƚŽƚŚĞĐŽƵŶͲ
try. Before we pump our chests, many other countries such as Taiwan
;ƐĐĞƉƟĐĂůŽĨŚŝŶĂͿ͕ :ĂƉĂŶ͕ ^ƚŚ<ŽƌĞĂĂŶĚE Ğǁ ĞĂůĂŶĚŚĂǀ ĞĞƋƵĂůůǇ
ƋƵĂƌĂŶƟŶĞĚƚŚĞŝƌĞǆƉŽƐƵƌĞĂƐƚŚĞĐŚĂƌƚďĞůŽǁ ŝůůƵƐƚƌĂƚĞƐ͘ 

In a poignant example of how life imitates
art, we are reminded of the ﬁlming of an
old Charlie Chaplin meme. There are two
ways to ﬁlm “the banana skin joke”, said
Chaplin. The ﬁrst begins with a wide shot of
a man walking along the footpath. Cut to
the banana skin. Go to the close up as the
foot meets the peel. Then pan out to reveal
the man landing on his backside. Ha ha ha.
The second version is like the ﬁrst except
the man spots the banana skin and carefully
side steps it. Proudly blind to other hazards,
he smiles to the camera and immediately
falls down an open manhole.
The second version could be considered funnier, since it carries a deeper truth: a mishap avoided can result in a calamity down the road. So it
was in the movies and so it is in real life.
Japan dodged the banana peel of the 1987 Wall Street crash, only to
ĚŝƐĂƉƉĞĂƌĚŽǁ ŶĂŵĂŶŚŽůĞĨŽƵƌǇĞĂƌƐůĂƚĞƌ͘ dŚĞĞŵĞƌŐŝŶŐƐŝĂŶƟŐĞƌƐ
averted the 1994 Mexican ﬁnancial crisis only to be consumed by their
own equivalent in 1998. Britain side stepped the US Y2K dot.com bust
ŽŶůǇƚŽĨĂůůŚĞĂǀ ŝůǇŝŶŝƚƐŽǁ ŶĚĞďƚŵĂůĂŝƐĞŽĨϮϬϬϵ͘ ŚŝŶĂŚĂƐĂƌƞƵůůǇ
avoided every trap of growing emerging economies bypassing many
ďĂŶĂŶĂƉĞĞůƐ͕ ĂƚůĞĂƐƚƵŶƟůŶŽǁ ͘ t ĂƚĐŚƚŚŝƐƐƉĂĐĞŝŶĨƵƚƵƌĞĞĚŝƟŽŶƐ͘

Island countries have a
natural geographic advantage. Simply reƐƚƌŝĐƟŶŐƚŚĞĞŶƚƌǇŽĨ
airplanes, ships and
foreigners proved exƚƌĞŵĞůǇĞī ĞĐƟǀ Ğ͘ ƵͲ
rope made up of many
countries and land
based travellers could
not be so easily isolated.
Notwithstanding our natural advantage, Australia has doomed future
ŐĞŶĞƌĂƟŽŶƐƚŽƉĂǇƚŚĞĐŽƐƚŽĨŽƵƌK s / -19 response. 2nd only to
the US, we have spent over 10% of our GDP (so far) on government
ƐƟŵƵůƵƐŵĞĂƐƵƌĞƐ;ĞůŝŵŝŶĂƟŶŐƚŚĞŝŶĨĂŵŽƵƐΨϲϬďŶĂƌŝƚŚŵĞƟĐĞƌƌŽƌͿ͘
WƵƫ ŶŐƚŚĞƐĞĮ ŐƵƌĞƐŝŶƚŽĐŽŶƚĞǆƚ͕ ƚŚĞĐŚĂƌƚďĞůŽǁ ƐŚŽǁ ƐŽƵƌK s / -19
ďƵĚŐĞƚĞĚĐŽƐƚƐĂƐďĞŝŶŐŐƌĞĂƚĞƌƚŚĂŶƚŚĞĂŶŶƵĂůĐŽƐƚŽĨŽƵƌĞŶƟƌĞ
health system. Actual costs already exceed budget, with more to come.

COVID-19
Since February 2020, the world has been consumed by
COVID-19, ﬁrst evident in Wuhan, China. The draconian
eﬀorts adopted by the Chinese Communist Party (CCP)
to lock down 105m people in Hubei province including welding the
doors of the infected, sent a message that those in power were fully
aware of the contagious nature of the deadly virus.
dŚĞWĂŶĚt ŽƌůĚ, ĞĂůƚŚK ƌŐĂŶŝƐĂƟŽŶ;t , K ͿĨŽƌǁ ŚĂƚĞǀ ĞƌƌĞĂƐŽŶ͕ 
ƉůĂǇĞĚĚŽǁ ŶƚŚĞƚƌĂŶƐŵŝƐƐŝŽŶƚŚƌĞĂƚ͕ ƉĞƌŵŝƫ ŶŐƉĞŽƉůĞƚŽĚĞƉĂƌƚŚŝŶĂ
leaving the rest of the world more vulnerable and less fearful than was
appropriate. But what has past has past and cannot now be undone.
Today every country on earth clearly sees the health threat corona
chaos poses and nothing else. That is the banana peel.
To avoid the health threat posed by COVID-19, countries across the
ǁ ŽƌůĚƐŚƵƚĚŽǁ ŶƚŚĞŝƌĚŽŵĞƐƟĐĞĐŽŶŽŵŝĞƐ͕ ďĂƌƌŝŶŐĞƐƐĞŶƟĂůƐĞƌǀ ŝĐĞƐ͕ 
ĂƚƚŚĞĚŝƌĞĐƟŽŶŽĨŐŽǀ ĞƌŶŵĞŶƚ͘ t ŝƚŚƚŚĞůŽƐƐŽĨĚŽŵĞƐƟĐũŽďƐ͕ ƉƌŽĚƵĐͲ
ƟŽŶ͕ ŝŶĐŽŵĞĂŶĚƐƉĞŶĚŝŶŐgovernments became obliged to ﬁll the economic void they themselves created. Trillions of borrowed dollars
ŚĂǀ ĞďĞĞŶƐƉĞŶƚ;ŽŌĞŶƉŽŽƌůǇͿƚŽŬĞĞƉŝŶĚƵƐƚƌŝĞƐ͕ ďƵƐŝŶĞƐƐĞƐĂŶĚǁ ŽƌŬͲ
ers aﬂoat during the lockdown period. All this new debt added just as
the global economy begins its plunge head ﬁrst into recession or worse.

Zanacorp Financial Group Pty Ltd

ůůůŝǀ ĞƐŵĂƩ ĞƌŵŽƌĞƚŚĂŶŵŽŶĞǇ͕ŝŶĐůƵĚŝŶŐĨƵƚƵƌĞůŝǀ ĞƐ͘ Weighing
the price of COVID-19 dollars spent today against the many preventaďůĞĚĞĂƚŚƐĂůƌĞĂĚǇůŽƐƚǁ ŽƌůĚǁ ŝĚĞŝƐƉƌŽďůĞŵĂƟĐ͘ t ĞƵƐĞĚƚŽŚĂǀ ĞĂ
target of “ŇĂƩ ĞŶŝŶŐƚŚĞĐƵƌǀ Ğ͟ to allow our health system to manage
ŵĂŶǇŵŽŶƚŚƐŽĨĂŶƟĐŝƉĂƚĞĚŽƵƚďƌĞĂŬƐ͘ E Žǁ ƐŵĂůůĐůƵƐƚĞƌƐĐƌĞĂƚĞƉĂŶͲ
ic. With all eyes and all ﬁnancial resources ﬁxed on COVID-19, an unintended global economic catastrophe lies not far ahead. Think global
depression type stuﬀ. That is the manhole. Should it eventuate, we
ĨĞĂƌƚĂƉƉĞĚŽƵƚŶĂƟŽŶƐĂŶĚŐůŽďĂůdebt and poverty will see millions of
future lives lost to treatable diseases, famine, ﬁnancial despair, domesƟĐǀ ŝŽůĞŶĐĞ͕ ĐƌŝŵĞ͕ ƐƵŝĐŝĚĞĂŶĚŚŽŵĞůĞƐƐŶĞƐƐ͘ No one will be laughing.
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THUSYDIDES AND PANDEMICS IN HISTORY
In last year’s Investment Insight we introduced clients to Thusydides, arguably the
world’s ﬁrst historian. Our context last year
was the Clash of the Titans and the economic
ĐŽŶĨƌŽŶƚĂƟŽŶŽĨƚŚĞh ͘ ^͘ ĂŶĚŚŝŶĂ͘
More relevant this year is Thusydides’ account of the Plague of Athens
documented during the poleponesian war. Sourced from North Africa
and Persia (modern day Iran), a pandemic believed to be typhoid was
brought into Athens and spread like wild ﬁre. In the second year of the
ǁ Ăƌ͕ ŵĂŶǇƉĞĂƐĂŶƚƐĨƌŽŵƚŚĞĐŽƵŶƚƌǇƐŝĚĞĂŶĚŽƚŚĞƌǁ ĂƌƟŵĞƌĞĨƵŐĞĞƐ
ŵŝŐƌĂƚĞĚƚŽƚŚĞŶƐ͘ dŚĞŝƌƐƋƵĂůŝĚůŝǀ ŝŶŐĐŽŶĚŝƟŽŶƐďĞĐĂŵĞĂďĂĐƚĞƌŝĂů
ďƌĞĞĚŝŶŐŐƌŽƵŶĚĐŽŶƚĂŵŝŶĂƟŶŐƚŚĞĐŝƚǇ͛ƐĨŽŽĚ͕ ǁ ĂƚĞƌĂŶĚĚĂŝůǇůŝĨĞ͘
Not only altering the course of the war, the lethal pandemic profoundůǇĐŚĂŶŐĞĚƚŚĞŶŝĂŶƐŽĐŝĞƚǇ͘t ŝƚŚĚĞĂƚŚŽŌĞŶŽĐĐƵƌƌŝŶŐǁ ŝƚŚŝŶĂ
ǁ ĞĞŬ͕ ŵĂŶǇƉĞŽƉůĞĂďĂŶĚŽŶĞĚƌĞůŝŐŝŽƵƐďĞůŝĞĨƐďĞĐŽŵŝŶŐŚĞĚŽŶŝƐƟĐ
ƉůĞĂƐƵƌĞƐĞĞŬĞƌƐ͘ >ŽŽƟŶŐĂŶĚǀ ŝŽůĞŶĐĞŝŶĐƌĞĂƐĞĚĂƐůĂǁ ůĞƐƐŶĞƐƐĂƌŽƐĞ͘ 
Many villages became isolated and close personal contact even with
family and friends was shunned, lest death be the price to pay. A form
of xenophobia also took hold as locals blamed the outsiders for bringŝŶŐƚŚĞƉĞƐƟůĞŶĐĞǁ ŝƚŚƚŚĞŵ͘ ŽŶĐĞƐŽĐŝĂůŽƌĚĞƌĨĞůůŝŶƚŽĚŝƐĂƌƌĂǇ͘
;ZĞĂĚĞƌƐŵĂǇďĞŝŶƚĞƌĞƐƚĞĚƚŚĂƚƚŚĞƉƌĂĐƟĐĞŽĨƋƵĂƌĂŶƟŶĞǁ ĂƐŽŶůǇ
ﬁrst adopted in 14th century seaport Venice. Ships arriving in Venice
ŽŌĞŶĨƌŽŵŽƚŚĞƌƉůĂŐƵĞŝŶĨĞƐƚĞĚƉŽƌƚƐǁ ĞƌĞƌĞƋƵŝƌĞĚƚŽĂŶĐŚŽƌŽī Ͳ
shore for 40 days before landing. The Italian words for 40 days are
͞ ƋƵĂƌĂŶƚĂŐŝŽƌŶŝ͟ ŚĞŶĐĞƚŚĞǁ ŽƌĚ͞ ƋƵĂƌĂŶƟŶĞ͟ Ϳ͘
dŚƵƐǇĚŝĚĞƐ͛ ĂĐĐŽƵŶƚĨƌŽŵƚŚĞƟŵĞŽĨĂŶƟƋƵŝƚǇƌĞŝŶĨŽƌĐĞƐƚŚĞĨĂĐƚ
that, basic human desires, fears and responses have not changed over
ƟŵĞ͘ dŚƌŽƵŐŚŽƵƚƚŚĞĐŽƵƌƐĞŽĨŚŝƐƚŽƌǇ͕ŵĂůĂƌŝĂ͕ ďƵďŽŶŝĐƉůĂŐƵĞ͕ ĐŚŽůͲ
era and many other then uncontrollable diseases led to hardship and
ĨƵŶĚĂŵĞŶƚĂůĐŚĂŶŐĞƐŝŶƚŚĞĨƵŶĐƟŽŶŝŶŐŽĨƐŽĐŝĞƚǇ͘t ŝůůK s / -19?
It is too soon to tell whether COVID-19 will be defeated by modern
medicine, or become the latest incurable disease leaving a long andtragic trail of death, economic turmoil and social disorder in its wake.
Investment markets have rebounded strongly since their March lows,
ƉƌŝĐŝŶŐŝŶůŝŵŝƚĞĚ͕ ŝĨĂŶǇ͕Į ŶĂŶĐŝĂůůŽƐƐƌĞƐƵůƟŶŐĨƌŽŵK s / -19. Markets are apparently convinced that a vaccine will soon be available
and the re-opening of business will lead to the recovery of boom
ƟŵĞƉƌŽĮ ƚƐ͘ t ĞďĞůŝĞǀ ĞďŽƚŚĂƐƐƵŵƉƟŽŶƐƚŽďĞĨŽŽůŝƐŚůǇŽƉƟŵŝƐƟĐ͘ 
SARS-CoV-2 is the novel coronavirus that causes COVID-19. We would
do well to remember that SARS-CoV-1, the cousin of COVID-19 broke
ŽƵƚŝŶϮϬϬϮĂŶĚŚĂƐŶŽŚƵŵĂŶǀ ĂĐĐŝŶĞ͘ t ŚŝůƐƚŝŶŝƟĂůƉŚĂƐĞƚƌŝĂůƐĨŽƌĂ
COVID-ϭϵǀ ĂĐĐŝŶĞĂƌĞƉƌŽŵŝƐŝŶŐ͕ Ăǁ ŝĚĞůǇĂǀ ĂŝůĂďůĞ͕ Ğī ĞĐƟǀ ĞĂŶĚ
aﬀordable vaccine remains a long way oﬀ. Thus the possibility of further viral waves, prolonged health concerns and extended declines in
business proﬁts and investment returns is decidedly real.
Re-opening businesses will not necessarily restore damaged cash ﬂows
impaired balance sheets, disrupted supply lines or induce consumers
to buy. ^ŚĂƌĞƉƌŝĐĞƐŝŶŝƟĂůůǇĨĞůůĨŽƌŐŽŽĚƌĞĂƐŽŶ͗ ƚŚĞĞǆƉĞĐƚĂƟŽŶŽĨ
signiﬁcantly reduced future proﬁts and dividends. Since the world is
ƐƟůůŽŶŐŽǀ ĞƌŶŵĞŶƚůŝĨĞƐƵƉƉŽƌƚ͕ ǁ ĞƐĞĞůŝƩ ůĞĞǀ ŝĚĞŶĐĞƚŚĂƚǁ ŽƵůĚ
change that outlook. The ﬁnancial cliﬀ ahead is likely to be more apƉĂƌĞŶƚŽŶůǇǁ ŚĞŶƚŚĞƚĞŵƉŽƌĂƌǇĂŶĚĂƌƟĮ ĐŝĂůƐƵƉƉŽƌƚŝƐǁ ŝƚŚĚƌĂǁ Ŷ͘
K ŶƚŚĂƚďĂƐŝƐ͕ ǁ ĞďĞůŝĞǀ ĞŵĂƌŬĞƚƐŚĂǀ ĞƵŶĚĞƌĞƐƟŵĂƚĞĚƚŚĞůŽŶŐĞƌ
ƚĞƌŵŝŵƉĂĐƚĂŶĚƟŵŝŶŐŽĨƌĞĐŽǀ ĞƌǇĨƌŽŵƚŚĞĞĐŽŶŽŵŝĐůŽĐŬĚŽǁ Ŷ͘ 
ǇƚŚĞƟŵĞƚŚŝƐŶĞǁ ƐůĞƩ ĞƌŝƐƉƌŝŶƚĞĚ͕ all fee paying Zanacorp clients
will have already received or are in the process of receiving a personĂůŝƐĞĚZĞĐŽƌĚŽĨĚǀ ŝĐĞǁ ŝƚŚŝŶǀ ĞƐƚŵĞŶƚƌĞĐŽŵŵĞŶĚĂƟŽŶƐƐƉĞĐŝĮ Ͳ
ĐĂůůǇĂĚĚƌĞƐƐŝŶŐƚŚĞŝƌƉŽƌƞ ŽůŝŽƉŽƐŝƟŽŶŝŶŐ͘ We feel very comfortable
ƉƌĞƉĂƌŝŶŐĨŽƌĐŚĂŶŐĞĚĨƵƚƵƌĞĐŽŶĚŝƟŽŶƐĂƚĂƟŵĞǁ ŚĞŶďƌŽĂĚĞƌŵĂƌͲ
kets are intent in believing they can orchestrate a return to the past.
History teaches us that it is impossible to predict the future. Also, that
investors should not risk that which they cannot aﬀord to lose. It
really pays not to forget those things others paid a high price to learn.
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BRAIN TEASER
Bill is a simple investor. Following the onset of COVID-19
his ASX200 ETF investment fell by 34% in just 30 days.
ZĞƐŝƐƟŶŐƚŚĞƵƌŐĞƚŽƐĞůů͕ƚŚĞd&ƐƵďƐĞƋƵĞŶƚůǇrose by
30% over the next 60 days.
How much did Bill’s investment
end up falling?

(a) 8%
(b) 4%

or

(c) 14%
(d) 11%

Answer on foot of page 4

WHO REALLY OWNS AUSTRALIA?
t ĞĂůůĂĚŽƉƚƌĞůĂƟǀ ĞůǇƐŝŵƉůĞĐŽŐŶŝƟǀ ĞĂƉƉƌŽĂĐŚĞƐƚŽĚĂƚĂƚŽŚĞůƉƵƐ
process the complex and rapidly changing world around us. Having got
the “feel” for something, we tend to believe we “know” it. But do we?
If we were to ask which overseas country owns most of Australia’s
assets, one country would immediately spring to mind. The country
that over the last 20 years has emerged from economic wilderness to
become the powerhouse of global growth, the workshop of the world.
The place of origin of many of our hard working neighbours. Of course
based on recent events most people think China has taken us over.
Land Ownership
t ƌŽŶŐ͊  ĞƉĞŶĚŝŶŐŽŶŽŶĞ͛ ƐƉĞƌƐƉĞĐƟǀ Ğ͕ ŵŽĚĞƌŶƵƐƚƌĂůŝĂǁ ĂƐĨŽƵŶĚͲ
ed in either 1788 (the arrival of the First Fleet) or 1901 (when we beĐĂŵĞĂŽŶƐƟƚƵƟŽŶĂůŶĂƟŽŶͿ͘ K ǀ ĞƌƚŚĞůĂƐƚϮϱϮŽƌϭϭϵǇĞĂƌƐĂŶĚlong
before the rise of China͕ Žǀ ĞƌƐĞĂƐƉĞŽƉůĞĂŶĚŝŶƚĞƌĞƐƚƐŚĂǀ ĞƐĞƩ ůĞĚ
ŽƌŝŶǀ ĞƐƚĞĚŝŶƵƐƚƌĂůŝĂ͘ &ƌŽŵƚŚĞŽƌŝŐŝŶĂůƌŝƟƐŚƐĞƩ ůĞƌƐĂŶĚƐŚĞĞƉ
producers to the gold prospectors, from the great post WW2 European
ŵŝŐƌĂƟŽŶƚŽƚŚĞŵŽƌĞƌĞĐĞŶƚƐŝĂŶŵŝŐƌĂƟŽŶǁ Ăǀ Ğ͕ ŽƵƌǁ ĞĂůƚŚŽĨ
ƌƵƌĂů͕ŵŝŶŝŶŐĂŶĚďƵƐŝŶĞƐƐĂƐƐĞƚƐŚĂǀ ĞďĞĞŶŚŝŐŚůǇƐŽƵŐŚƚĂŌĞƌ͘ 
As far as land interests go, readers
may be surprised to learn that
ƌŝƟƐŚŝŶƚĞƌĞƐƚƐ although declining,
remain as the biggest foreign
sourced land owners of Australia.
Bigger than both China (2nd) and
the U.S. (3rd) having had decent
head start. Land holdings make the
U.K. Australia’s 2nd total biggest foreign source of investment.
Broader Foreign Direct Investment (FDI) in Australia
K <͕ ƐŽǁ ŚŝĐŚŶĂƟŽŶŽǁ ŶƐŽƵƌďƵƐŝŶĞƐƐĞƐ͕ ƐĞƌǀ ŝĐĞƐ͕ Į ŶĂŶĐŝĂůĂŶĚŶŽŶ
land based wealth? Surely that must be China? Well actually no.
In the 1960’s, 70’s and 80’s those readers old enough to remember will
recall the rise and dominance of Japan. Based on our 1957 Trade
Agreement, Australia has partnered with Japan for over 60 years in
ŵŝŶŝŶŐ͕ ĞŶĞƌŐǇ͕ĂŐƌŝďƵƐŝŶĞƐƐ͕ ƚŽƵƌŝƐŵĂŶĚĮ ŶĂŶĐĞ͘ dŚŝƐƌĞůĂƟŽŶƐŚŝƉŚĂƐ
been built on mutual beneﬁt and mutual respect. To this day, Japan
remains a most trusted trading partner. The table below is drawn from
Austrade data to 2016, Japan has since increased investment:
Japan is our 2nd
largest export market.
2nd largest FDI
3rd largest two way
trade partner
Recently acquired
CUB, Dulux and CFS
Global Asset Mgt

Yet Japan is NOT number 1 or number 3 in foreign ownership, neither
is China.
Number 1 should come as no surprise. Care to guess before looking?

Level 4, 22 Horne Street, Elsternwick Vic 3185

Zanacorp Financial Group Pty Ltd
dŚĞƌĞĂƌĞŵĂŶǇĐŚĂƌĂĐƚĞƌŝƐƟĐƐƚŚĂƚĚĞĮ ŶĞĂŐůŽďĂůƐƵƉĞƌƉŽǁ Ğƌ͘ dŚĞǇ
are more than military might, more than ﬁnancial muscle, more than
know-ŚŽǁ ͕ ŵŽƌĞƚŚĂŶƉŽƉƵůĂƟŽŶĂŶĚŵƵĐŚŵŽƌĞƚŚĂŶ'  W͘The
world currently has only one genuine super power.ŶĂƟŽŶƚŚĂƚ
changed the course of world wars, the course of science, the course of
ŵĂŶƵĨĂĐƚƵƌŝŶŐ͕ ŝŶĚƵƐƚƌŝĂůŝƐĂƟŽŶĂŶĚƚĞĐŚŶŽůŽŐǇĂŶĚĐŽƵƌƐĞŽĨŵŽĚĞƌŶ
ǁ ĞƐƚĞƌŶůŝĨĞƐƚǇůĞƐ͘ dŚĂƚŶĂƟŽŶŝƐƚŚĞUnited States of America.
^ŝŶĐĞƚŚĞƌĞƩ ŽŶt ŽŽĚƐŐƌĞĞŵĞŶƚŽĨϭϵϰϰ͕ ƚŚĞh ͘ ^͘ ŚĂƐĐŽŶƚƌŽůůĞĚ
the air, controlled the seas and controls the ﬂow of money being the
Reserve Currency of the world. 76 years of co-ŽƉĞƌĂƟǀ ĞŐůŽďĂůĂůůŝĂŶĐͲ
ĞƐƐƚƌĞƚĐŚĞƐĂůŽƚĨƵƌƚŚĞƌƚŚĂŶϮϬǇĞĂƌƐŽĨƐŚƌĞǁ ĚĐŽƐƚƵŶĚĞƌĐƵƫ ŶŐ͘
Now let’s take a simple look at what you thought you knew, but didn’t.
The table below shows the ownership of Australia’s biggest companies
including CSL and the Commonwealth Bank (who in 2019 swapped
places for top billing). The blue bars represent U.S. ownership of our
businesses. The yellow bars represent Australian ownership.

For us , China’s importance lies in their massive import of our mining
products, their tourism and foreign student enrolments in Australian
ŽůůĞŐĞƐĂŶĚh Ŷŝǀ ĞƌƐŝƟĞƐ͘ t ŝƚŚŽƵƚŚŝŶĞƐĞďƵǇŝŶŐŽĨŽƵƌŵŝŶŝŶŐĂŶĚ
services products, Australia would indeed be ﬁnancially “stuﬀed”.
<ŶŽǁ ŝŶŐƚŚŝƐ͕ ŚŝŶĂŚĂƐĂƩ ĞŵƉƚĞĚƚŽďƵůůǇƵƐƚƌĂůŝĂďǇƉůĂĐŝŶŐƚĂƌŝī Ɛ
ŽŶŽƵƌďĂƌůĞǇĂŶĚďĞĞĨĂŶĚďǇŝƐƐƵŝŶŐǁ ĂƌŶŝŶŐƐƚŽŝƚƐĐŝƟǌĞŶƐƚŚĂƚƵƐͲ
tralia is not safe to visit or study, overtly implying we are racists. RelaƟŽŶƐŚĂǀ ĞƐŽƵƌĞĚŐƌĞĂƚůǇďĞƚǁ ĞĞŶƚŚĞŶĂƟŽŶƐ͘ dŚĞƐƚĂƚĞ-run Global
Times referred to us ͞ ůŝŬĞŐƵŵƐƚƵĐŬŽŶƚŚĞďŽƩ ŽŵŽĨŚŝŶĂ͛ ƐƐŚŽĞ͟
ƐŝŶĐĞǁ ĞƐŝĚĞĚǁ ŝƚŚƚŚĞh ͘ ^͘ ƌĞ, ƵĂǁ Ğŝϱ' ƚĞĐŚ͕ ŽƵƌE ĂƟŽŶĂů^ĞĐƵƌŝƚǇ
concerns and our push to have an independent enquiry into the origin
of COVID-19. Distrust has not been helped by Victoria’s “secret” deal
with China, which Daniel Andrews refuses to make public.
We must tread carefullyŝŶďĂůĂŶĐŝŶŐŽƵƌƌĞůĂƟŽŶƐŚŝƉƐǁ ŝƚŚďŽƚŚƚŚĞ
h ͘ ^͘ ͕ ŽƵƌƚƌĂĚŝƟŽŶĂůĂůůǇĂŶĚŚŝŶĂŽŶǁ ŚŽŵŽƵƌĨƵƚƵƌĞĮ ŶĂŶĐŝĂůǁ Ğůů
being depends. We are uncomfortably placed as a pawn moved across a
ĐŚĞƐƐďŽĂƌĚďǇďŽƚŚdƌƵŵƉĂŶĚ:ŝŶƉŝŶŐĂŶĚƚŚĞŝƌĐŽŵƉĞƟŶŐŝŶƚĞƌĞƐƚƐ͘

Talking Tax
Matching its technology improvements, the ATO is taking granular
;ĚĞƚĂŝůĞĚͿƌĞƉŽƌƟŶŐŽĨŝƚĞŵƐŽŶ/ŶĐŽŵĞdĂǆZĞƚƵƌŶƐƚŽĂŶĞǁ ůĞǀ ĞůƚŚŝƐ
ǇĞĂƌ͘ ϮϬϭϵƐĂǁ ĚĞĚƵĐƟŽŶĚĞƚĂŝůƐĞůĞĐƚƌŽŶŝĐĂůůǇƚƌĂŶƐŵŝƩ ĞĚĨŽƌƚŚĞĮ ƌƐƚ
ƟŵĞƐŝŶĐĞƚŚĞŝŶƚƌŽĚƵĐƟŽŶŽĨƚŚĞƚĂǆƐĞůĨĂƐƐĞƐƐŵĞŶƚƌƵůĞƐŝŶϭϵϵϳ ͘ dŚŝƐ
ƉƌŽǀ ŝĚĞĚĚĞƚĂŝůĞĚĚĂƚĂƚŽƚŚĞdK ŽŶĂůůƚĂǆĚĞĚƵĐƟŽŶƐĐůĂŝŵĞĚ͘ 
&ŽƌϮϬϮϬ͕ ƚŚĞŐƌĂŶƵůĂƌƌĞƉŽƌƟŶŐƌĞŐŝŵĞŚĂƐďĞĞŶĞǆƚĞŶĚĞĚƚŽŝŶĐŽŵĞ
items, with tax returns now containing 22 new or modiﬁed worksheets
introduced and 250 new income ﬁelds. These changes greatly increase
ďŽƚŚƚŚĞĚĂƚĂŵĂƚĐŚŝŶŐĂŶĚĚĂƚĂŵŝŶŝŶŐĐĂƉĂďŝůŝƟĞƐŽĨƚŚĞdK and
ƚŚĞƟŵĞͬ ĐŽƐƚŝŶǀ Žůǀ ĞĚŝŶĐŽŵƉůĞƟŶŐĂƚĂǆƌĞƚƵƌŶ͘ dĂǆĂŐĞŶƚƐĂŶĚƚĂǆͲ
payers have been alerted that the new format greatly improves tarŐĞƟŶŐƚĂǆƉĂǇĞƌƐǁ ŚŽŽŵŝƚŝŶĐŽŵĞŝŶĐůƵĚŝŶŐƚŚĞ͞ ƐŚĂƌŝŶŐ͟ ŝŶĚƵƐƚƌŝĞƐ
Uber, Airbnb, Airtasker and home rentals including holiday houses.
Although these changes may appear benign, we warn clients that powĞƌĨƵů/ƚŽŽůƐĂƌĞĞī ĞĐƟǀ ĞĂŶĚůĂƐƚǇĞĂƌŝĚĞŶƟĮ ĞĚƚĞŶƐŽĨƚŚŽƵƐĂŶĚƐŽĨ
Žǀ ĞƌĐůĂŝŵĞĚĚĞĚƵĐƟŽŶƐ͘ dŚĞŶĞǁ ŝŶĐŽŵĞĮ ĞůĚƐŵĂǇĚŽƚŚĞƐĂŵĞ͘ 
With COVID-19 forcing many workers to work from home the ATO is
ĂŶƟĐŝƉĂƟŶŐŵĂŶǇĞƌƌŽƌƐand have created a new Working From Home
;t &, Ϳ ĞĚƵĐƟŽŶǁ ŽƌŬƐŚĞĞƚ͘  ŝī ĞƌĞŶƟĂƚĞĚt &, ƌĂƚĞƐĂƉƉůǇƚŽƉƌĞͬ
post COVID-19 dates with device/oﬃce items also being tracked. Diaries
ŵƵƐƚďĞŵĂŝŶƚĂŝŶĞĚĞǀ ŝĚĞŶĐŝŶŐt &, ĂĐƟǀ ŝƟĞƐĂŶĚĚĂƚĞƐ͘

Surprised? If anyone looked at the Top 20 shareholders lists on each
company’s Annual Report you would ﬁnd the names JP Morgan and
ŝƟďĂŶŬamongst numerous US Nominee Companies.

Finally, we advise early lodgers not to rush as no refunds will be issued
prior to 16th July. Where returns include items ordinarily included on
pre-Į ůůƌĞƉŽƌƚƐ;ĞŐ͘ Ěŝǀ ŝĚĞŶĚƐͿƌĞĨƵŶĚƐǁ ŝůůďĞǁ ŝƚŚŚĞůĚƵŶƟůϯ ϭƐƚ:ƵůǇ͘

Rainy Days? Why Not Cash In Super

In terms of Total Investment in Australia, the US at over $900bn is
more than $350bn ahead of the UK followed by Belgium. Money talks.

APRA data to mid-June 2020 has revealed over 2 million Australians
have withdrawn $14.8bn from their super.

Australia’s Top 5 Foreign Investment Sources 2017—DFAT

The latest ABS ﬁgures as of May 2020, put the “oﬃcial” jobless rate at
927,600 or 7.1% EXCLUDING the 3.3m people on JobKeeper and the
1.64m on JobSeeker ƉĂǇŵĞŶƚƐ;͊ Ϳ͘ ĐŽŶŽŵŝƐƚƐĞƐƟŵĂƚĞƚŚĞƚƌƵĞƵŶĞŵͲ
ployment and underemployment rate at a staggering 10% to 20%.

What Does Belgium Do For Us?
Alert readers will be aware that
ǁ ĞŚĂǀ ĞŽŌĞŶƌĞĨĞƌĞŶĐĞĚƵƐƐŝĞ
interest rates being set by the EU.
Our banks buy money oﬀ Europe
to lend to us so that we buy can
buy our over priced houses.
Belgium is the clearing house for
Euroclear. As is evident from the
ŝůůƵƐƚƌĂƟŽŶ͕ ŽƵƌĚĞďƚƚŽƵƌŽƉĞŝƐ
ŽƵƌϯ ƌĚďŝŐŐĞƐƚŶĂƟŽŶĂůůŝĂďŝůŝƚǇ͘E Žǁ ǇŽƵŬŶŽǁ ǁ ŚǇƵƐƚƌĂůŝĂŶďĂŶŬƐ
ĂƌĞŶŽƚŝŶƚĞƌĞƐƚĞĚŝŶŽī ĞƌŝŶŐƐĂǀ ĞƌƐĂƩ ƌĂĐƟǀ ĞƚĞƌŵĚĞƉŽƐŝƚƌĂƚĞƐ͘
China is our 9th largest investor and although important, is mostly
Žǀ ĞƌĞƐƟŵĂƚĞĚďǇŽƌĚŝŶĂƌǇƵƐƚƌĂůŝĂŶƐĚƵĞƚŽŝƚƐƌĞĐĞŶĐǇ͘t ĞĐŽŶĨƵƐĞ
Chinese migrants buying our homes with Chinese (CCP) ownership of
ŽƵƌŶĂƟŽŶ͛ Ɛǁ ĞĂůƚŚ͘ ŚŝŶĂŚĂƐďĞĐŽŵĞĂmajor owner of Australia’s
rural land and water assets ĂŶĚǁ ŝůůĐŽŶƟŶƵĞƚŽĚŽƐŽ. We are a key
part of their growing food chain of grains, livestock and seafood.

email: reception@zanacorp.com.au

1 in 5 people (20%) are earning more from beneﬁts than from job. A
further 1 in 3 (33%) are earning the same amount not working, as they
did from working. Can it be that “it is not worth working” has ﬁnally
ĐŽŵĞƚƌƵĞ͍ , ĂƐƚŚĞǀ ĂůƵĞŽĨƉƵƌƉŽƐĞĂŶĚĐŽŶƚƌŝďƵƟŽŶƚŽƐŽĐŝĞƚǇŐŽŶĞ͍
It is likely that most people who accessed their super, also receive government support payments. Many would also be enjoying temporarily
reduced rents or relief from mortgage payments. But then what?
s ŝĞǁ ĞĚĨƌŽŵƚŚŝƐƉĞƌƐƉĞĐƟǀ Ğ͕ ǁ ĞƐŚŽƵůĚďĞĐŽŶĐĞƌŶĞĚďǇƚŚĞŶƵŵďĞƌ
ŽĨƵƐƚƌĂůŝĂŶƐůŝǀ ŝŶŐĨƌŽŵƉĂǇƚŽƉĂǇ͕ǁ ŝƚŚůŝƩ ůĞƚŽŶŽƐĂǀ ŝŶŐƐ͘ t ŝƚŚŽƵƚ
judging, it is disturbing to imagine the ﬁnancial predicament of these
ƉĞŽƉůĞǁ ŚĞŶƚŚĞƌĞůŝĞĨŵĞĂƐƵƌĞƐĂƌĞůŝŌĞĚ͘ ǇŶŝĐƐŵĂǇƐĂǇ“nothing is
more permanent than a temporary government hand out”. Even so, a
ŐĞŶƵŝŶĞĞĐŽŶŽŵŝĐƌĞĐŽǀ ĞƌǇŵƵƐƚůŝŌƚŚĞƐĞƉĞŽƉůĞǁ ŝƚŚŝƚƉƌŽĚƵĐƟǀ ĞůǇ
back into the workforce . At the moment, that looks like a big ask. If that
is the case, what chance have we really got to return to “normal”?

Phone (03) 9523 9300

www.zanacorp.com.au

Investment Insight - June 2020
Our carefully considered thoughts and strategy outline have been
conveyed directly to clients. When facing uncertainty, weighing up
risks does not lead to a right or wrong answer. Like taking out insurance (or not), it leads to an outcome one chooses to live with.

THINGS THAT NEED TO BE SAID
ŽŶƟŶƵŝŶŐŽƵƌK ƌǁ ĞůůŝĂŶŶĂƌƌĂƟǀ Ğ͕ ƚŚĞƌĞĂƌĞĂŶƵŵďĞƌŽĨĐŽŵƉůĞǆ
economic concerns we cannot disregard that need referencing. It
feels strangely like 1999 all over again. Alarming credit risk and euphoric technology share prices are driving markets to crazy levels
ignoring the deep structural imbalances the pandemic has exposed.

We insure our car, not because we expect to have an accident, but
ƌĂƚŚĞƌďĞĐĂƵƐĞǁ Ğǁ ĂŶƚƉƌŽƚĞĐƟŽŶĂŐĂŝŶƐƚƚŚĞƉŽƚĞŶƟĂůĐŽƐƚ͕ ƐŚŽƵůĚ
we have an accident. There is a price to pay, either way.

t ĞĚŽŶŽƚĞůŝŵŝŶĂƚĞƚŚĞƉŽƐƐŝďŝůŝƚǇƉƌŝĐĞƐŵĂǇƌĂůůǇŽŶĞŵŽƌĞƟŵĞ͕ 
but taking a 1-ϯ ǇĞĂƌǀ ŝĞǁ ǁ ĞƐĞĞŶŽŽƚŚĞƌĚŝƌĞĐƟŽŶĨŽƌŐůŽďĂůĂƐƐĞƚ
prices but down. COVID-19 has been the catalyst, but not the cause
ŽĨĞǆƚƌĞŵĞŵŽŶĞƚĂƌǇ͕Į ƐĐĂůĂŶĚŽƚŚĞƌĂďĞƌƌĂƟŽŶƐŝŶĐůƵĚŝŶŐ͗ -















ALL THAT GLITTERS IS GOLD
Speaking of insurance, ﬁnancial insurance is somewhat hard to come by. For higher net worth clients
not requiring income, we have recommended
physical gold as a true hedge against a market melt
ĚŽǁ ŶĂŶĚƌĂŵƉĂŶƚŵŽŶĞǇƉƌŝŶƟŶŐ͘ 

 ĞŵĂŶĚŝŶŐŵĂƌŬĞƚǀ ĂůƵĂƟŽŶƐĂƚĂƟŵĞŽĨƉƌŽĮ ƚƵŶĐĞƌƚĂŝŶƚǇ
Liquidity measures masking underlying solvency problems
ǆƉŝƌĂƟŽŶŽĨŐůŽďĂůũŽďƐƵďƐŝĚŝĞƐ͕ ŵŽƌƚŐĂŐĞΘŽƚŚĞƌƐƵƉƉŽƌƚƐ
Worldwide job losses capping consumer income, demand and
the debt servicing capacity in developed markets.
Broad economic/Industry risks in travel, tourism, hospitality
ǆƉĂŶĚŝŶŐ& ďĂůĂŶĐĞƐŚĞĞƚĚŝƐƚŽƌƟŶŐĐŽƌƉŽƌĂƚĞĐƌĞĚŝƚƌŝƐŬƐ
ŽƌƉŽƌĂƚĞĨĂŝůƵƌĞƐĨƌŽŵĞǆĐĞƐƐĚĞďƚĂŶĚĞǀ ĂƉŽƌĂƟŶŐĐĂƐŚŇŽǁ
COVID-ϭϵϮŶĚͬ ϯ ƌĚǁ Ăǀ ĞƐĚŝƐƌƵƉƟŶŐŵĂũŽƌĮ ŶĂŶĐŝĂůŵĂƌŬĞƚƐ
Scarred consumer conﬁdence/behaviour post health threat
U.S. Pension system stresses
De-ŐůŽďĂůŝƐĂƟŽŶĂŶĚĞƐĐĂůĂƟŶŐŐĞŽ-ƉŽůŝƟĐĂůĐŽŶŇŝĐƚƐ
ŵĞƌŐŝŶŐ/ŶŇĂƟŽŶͬ ĚĞŇĂƟŽŶŽƌƐƚĂŐŇĂƟŽŶƌŝƐŬƐ
ZIRP, NIRP, MMT (and once mythical leprechauns).

We hope to explore the features of this age old
ƉƌĞĐŝŽƵƐŵĞƚĂůŝŶĨƵƚƵƌĞ/Ŷǀ ĞƐƚŵĞŶƚ/ŶƐŝŐŚƚŝƐƐƵĞƐ͘ ŽŶƐĞƌǀ ĂƟǀ ĞŝŶǀ ĞƐͲ
ƚŽƌƐŵĂǇǁ ŝƐŚƚŽƵŶĚĞƌƚĂŬĞƐŽŵĞƌĞƐĞĂƌĐŚŝŶƚŽƚŚŝƐĨĂƐĐŝŶĂƟŶŐĂƐƐĞƚ
class. For reference, the shiny metal rose 29.4% this year.

Market Roundup
ƵƐƚƌĂůŝĂŶ^ŚĂƌĞƐ͕ Z/d^ĂŶĚZĞƐŝĚĞŶƟĂůWƌŽƉĞƌƚǇ
2020 saw the biggest fall in Australian share prices since 2012. The All
Ords closed down 10.5% to6,001 points. With our indices overweight
banks, sharp proﬁt declines and the suspension of dividends resulted
in NAB, Westpac and ANZ share prices plunging over 30%.

t ĞĂƌĞŶŽƚƉĂƌĂŶŽŝĚ͕ ďƵƚǁ Ğǁ ŝůůĐŚŽŽƐĞŽƵƌďĂƩ ůĞƐ͘ dŚĞƌĞĂƌĞƐŝŵƉůǇ
too many banana skins to dodge for our liking. For 10 years policy
makers have led us into an economic Bermuda Triangle. The normal
ĨƵŶĐƟŽŶŝŶŐŽĨŵĂƌŬĞƚƐ͕ ĐĂƉŝƚĂů͕ƐĂǀ ŝŶŐƐĂŶĚƉƌŝĐŝŶŐĂƉƉĞĂƌƐůŽƐƚ͘ 

COVID-19, Investment Risk and Investor Returns
COVID-ϭϵŝƐƵŶůŝŬĞĂĮ ŶĂŶĐŝĂů͕ƉŽůŝƟĐĂůŽƌĞĐŽŶŽŵŝĐĞǀ ĞŶƚǁ ŚĞƌĞǁ Ğ
ĐĂŶŝĚĞŶƟĨǇŝƚƐƐŽƵƌĐĞĂŶĚĚĞĂůǁ ŝƚŚƚŚĞƉƌŽďůĞŵ͘ dŚĞǀ ŝƌƵƐƉƌĞƐĞŶƚƐ
ĂƐĂŶŝŶǀ ŝƐŝďůĞŚƵŵĂŶƚŚƌĞĂƚƉŽƚĞŶƟĂůůǇƚƌĂŶƐŵŝƩ ĞĚďǇĞǀ ĞƌǇŽŶĞƚŽ
anyone else. It knows no borders, no race and no privilege and no
amount of money can ﬁx a virus. Yet a virus can inﬂict more human
and economic damage than any amount of money can repair.

ƐŝŶǀ ĞƐƚŵĞŶƚĂĚǀ ŝƐĞƌƐƚŚĞĂŶƐǁ ĞƌƚŽƚŚŝƐƋƵĞƐƟŽŶĨƌĂŵĞƐƚŚĞďĂƐŝƐ
ŽĨŽƵƌŐƵŝĚĂŶĐĞƚŽĐůŝĞŶƚƐ͘ dŚĞĚĞĐŝƐŝŽŶŚŽǁ Ğǀ Ğƌ͕ ŵƵƐƚƵůƟŵĂƚĞůǇďĞ
made by the individual as it goes to the heart of their personal investment goals and risk tolerance. With the stakes being so high and the
ƉŽƚĞŶƟĂůŝŶǀ ĞƐƚŵĞŶƚŽƵƚĐŽŵĞƐďĞŝŶŐƐŽĚŝī ĞƌĞŶƚ͕ ǁ ĞĨĂŝůƚŽƐĞĞĂŶǇ
middle ground. We are unlikely to “muddle our way through” a contagious global virus. It will either be cured or it won’t, and only a cure
could return us to anything like pre COVID-ϭϵŝŶǀ ĞƐƚŵĞŶƚĐŽŶĚŝƟŽŶƐ͘
The dilemma for those investors that cannot bear missing out on making money is that each roll of the dice may make them 10% or 20% or
ĐŽƐƚƚŚĞŵϰϬй ͕ ƉŽƚĞŶƟĂůůǇƌƵŝŶŝŶŐƚŚĞŝƌůŝǀ ĞƐ͘ dŚŽƐĞǁ ŚŽƐĞĞŬƚŽƉƌŽͲ
tect the capital they already have, must accept that their investment
returns over the next 2-3 years may be low single digits, or even a
ƐŵĂůůŶĞŐĂƟǀ Ğdepending on the severity of asset price declines.

Australian All Ordinaries
Dow Jones (US)
FTSE 100 (UK)
Nikkei (Japan)
Hang Seng (Hong Kong)
Dax (Germany)

June
2020
6,001
25,812
6,169
22,288
24,427
12,311

Property is a very tough market to call. The “haves” will not sell and
ƚŚĞ͞ ŚĂǀ ĞŶŽƚƐ͟ ŵĂǇĮ ŶĚŝƚŚĂƌĚĞƌƚŽďŽƌƌŽǁ ͘ ƟŐŚƚŵĂƌŬĞƚǁ ŝůůŬĞĞƉͲ
prime real estate prices high. Apartments and outer suburbs? Ouch!
Overseas Shares

' ŝǀ ĞŶƚŚĞǀ ĂŐƵĂƌŝĞƐŽĨŽƵƌƟŵĞ͕ ǁ ĞďĞůŝĞǀ ĞŝŶǀ ĞƐƚŽƌƐŵƵƐƚĂƐŬĂŶĚ
ĂŶƐǁ ĞƌĂƋƵŝƚĞďĂƐŝĐƋƵĞƐƟŽŶ͘ ƚƚŚŝƐƟŵĞ͕ ŝƐƚŚĞůŝŬĞůŝŚŽŽĚŽĨŵĂŬŝŶŐ
money ,greater than the risk of losing money?

MARKET FACTS

Since March 2020, COVID-19 carved our index into 2 halves, big winners and big losers. ŌĞƌƉĂǇ͕ŝƉ͕ <ŽŐĂŶĂŶĚ:, ŝ&ŝblitzed the tables
with their online business models. AREITS were punished by COVID-19
as retail malls and oﬃce buildings turned into ghost towers, with maũŽƌƚĞŶĂŶƚƐŐĞƫ ŶŐŶĞǀ ĞƌďĞĨŽƌĞǁ ŝƚŶĞƐƐĞĚƌĞŐƵůĂƚĞĚƌĞŶƚƌĞĚƵĐƟŽŶƐ͘

ZĞƉĞĂƟŶŐƚŚĞƉĂƩ ĞƌŶŽĨŵĂŶǇǇĞĂƌƐ͕ ĂŶĚǀ ĂůŝĚĂƟŶŐŽƵƌƉƌŽƌƞŽůŝŽ
ĂƐƐĞƚǁ ĞŝŐŚƟŶŐƐ͕ Žǀ ĞƌƐĞĂƐƐŚĂƌĞƐƐƚƌŽŶŐůǇŽƵƚƉĞƌĨŽƌŵĞĚƵƐƚƌĂůŝĂŶ
ƐŚĂƌĞƐ͕ Ğǀ ĞŶŝŶƚŽƵŐŚĐŽŶĚŝƟŽŶƐ͘ :ĂƉĂŶ͕ ' ĞƌŵĂŶǇĂŶĚh ^ŵĂƌŬĞƚƐ
were broadly ﬂat. Key to this outcome is that fact that unlike Australia,
ƚŚĞƐĞŵĂƌŬĞƚƐŚĂǀ ĞŵĂŶǇƚĞĐŚŶŽůŽŐǇ͕ƐŽŌǁ ĂƌĞ͕ ĂŶĚĐŽŵŵƵŶŝĐĂƟŽŶ
ƐĞƌǀ ŝĐĞƐũƵŐŐĞƌŶĂƵƚƐ͕ ďĂƐŬŝŶŐŝŶƚŚĞƐŚŝŌƚŽ/dĂŶĚŽŶůŝŶĞƐĞƌǀ ŝĐĞƐ͘
Focussing on the U.S., the broader market indices saw a few big winners obscure widespread losses. Over 20% of the U.S. S&P 500 is now
made up of only 5 companies ŝƚƐŚŝŐŚĞƐƚĐŽŶĐĞŶƚƌĂƟŽŶĞǀ Ğƌ͘ dŚĞ
magic mix of D ŝĐƌŽƐŽŌ͕ ƉƉůĞ͕ ŵĂǌŽŶ͕ ůƉŚĂďĞƚ;' ŽŽŐůĞͿĂŶĚ&ĂĐĞͲ
book.dŚĞŵĂƌŬĞƚĐĂƉŽĨD ŝĐƌŽƐŽŌĂŶĚƉƉůĞŝƐŽǀ Ğƌh ^Ψϭ͘ ϱƚƌǁ ŚŝůĞ
Amazon and Google each exceed US$1tr. The Top 3 hold US$570 bn in
cash. The scale of these businesses far exceeds any other on earth.
D ŽƌĞĨƌŝŐŚƚĞŶŝŶŐŝƐƚŚĂƚƚŚĞǇĂƌĞĨƵƚƵƌĞďĂƐĞĚĂŶĚƐƟůůŐƌŽǁ ŝŶŐ͘ 
Outside of the companies above, lie many U.S. zombies. Remnants of
ƚŚĞƉĂƐƚ͕ ĐƵƫ ŶŐĐŽƐƚƐĂŶĚŵĂƌŐŝŶƐƚŽƐƚĂǇĂůŝǀ Ğ͘ ǆƉĞĐƚĂĨĞǁ ͞ ŶĂŵĞƐ͟ 
to make the headlines for all the wrong reasons. Saddled with debt, no
cash and challenging markets. Will they detonate the pricing bomb?
dŚŝƐŶĞǁ ƐůĞƩ Ğƌ“calls it as we see it”͘ t ĞƐƟůůďĞůŝĞǀ ĞŝŶŐƌĂǀ ŝƚǇ͘t Ğ
believe regulators make mistakes. We believe all bubbles burst. Investors you now have a decision to make. Have no regrets. Choose wisely.

June
2019

June
2018

June
2017

6,699
26,600
7,425
21,276
28,542
12,398

6,290
24,271
7,637
22,304
28,955
12,306

5,764
21,349
7,313
20,033
25,765
12,325

5 Years Ago
2015
5,451
17,619
6,521
20,235
26,250
10,945

7 Years Ago
2013
4,775
14,909
6,215
13,677
20,803
7,959

10 Years Ago
2010
4,325
9,774
4,917
9,382
20,129
5,965

DISCLAIMER
The information, comments and projections contained herein are believed to be accurate, but represent general
advice and are supplied for your interest only. You are cautioned not to proceed with any investment action until
you have sought personal advice regarding its suitability to your needs from a licensed financial adviser.

15 Years Ago
2005
4,229
10,374
5,109
11,584
14,201
4,583

Brain Teaser Answer (c)

