
Australia, being on the far side of the developed world, has sheltered
itself from COVID-19 extremely successfully. Amongst many responses,
Ɛǁ ŝŌ�ĂĐƟŽŶ�ďǇ�̂ ĐŽD Ž�ƚŽ�ƐƚŽƉ�ŇŝŐŚƚƐ�ĨƌŽŵ��ŚŝŶĂ�;ĨŽƌ�ǁ ŚŝĐŚ�ŚĞ�ƚŽŽŬ�
t , K �ŚĞĂƚͿ�ǁ ĂƐ�ǀ ŝƚĂů�ŝŶ�ƌĞƐƚƌŝĐƟŶŐ�ƚŚĞ�ĞŶƚƌǇ�ŽĨ�ƚŚĞ�ǀ ŝƌƵƐ�ŝŶƚŽ�ƚŚĞ�ĐŽƵŶͲ
try. Before we pump our chests, many other countries such as Taiwan
;ƐĐĞƉƟĐĂů�ŽĨ��ŚŝŶĂͿ͕ �:ĂƉĂŶ͕ �̂ ƚŚ�<ŽƌĞĂ�ĂŶĚ�EĞǁ ��ĞĂůĂŶĚ�ŚĂǀ Ğ�ĞƋƵĂůůǇ�
ƋƵĂƌĂŶƟŶĞĚ�ƚŚĞŝƌ�ĞǆƉŽƐƵƌĞ�ĂƐ�ƚŚĞ�ĐŚĂƌƚ�ďĞůŽǁ �ŝůůƵƐƚƌĂƚĞƐ͘ �

Island countries have a
natural geographic ad-
vantage. Simply re-
ƐƚƌŝĐƟŶŐ�ƚŚĞ�ĞŶƚƌǇ�ŽĨ�
airplanes, ships and
foreigners proved ex-
ƚƌĞŵĞůǇ�Ğī 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
ŐĞŶĞƌĂƟŽŶƐ�ƚŽ�ƉĂǇ�ƚŚĞ�ĐŽƐƚ�ŽĨ�ŽƵƌ��Ks /� -19 response. 2nd only to
the US, we have spent over 10% of our GDP (so far) on government
ƐƟŵƵůƵƐ�ŵĞĂƐƵƌĞƐ�;ĞůŝŵŝŶĂƟŶŐ�ƚŚĞ�ŝŶĨĂŵŽƵƐ�ΨϲϬďŶ�ĂƌŝƚŚŵĞƟĐ�ĞƌƌŽƌͿ͘

WƵƫ ŶŐ�ƚŚĞƐĞ�Į ŐƵƌĞƐ�ŝŶƚŽ�ĐŽŶƚĞǆƚ͕ �ƚŚĞ�ĐŚĂƌƚ�ďĞůŽǁ �ƐŚŽǁ Ɛ�ŽƵƌ��K s /� -19
ďƵĚŐĞƚĞĚ�ĐŽƐƚƐ�ĂƐ�ďĞŝŶŐ�ŐƌĞĂƚĞƌ�ƚŚĂŶ�ƚŚĞ�ĂŶŶƵĂů�ĐŽƐƚ�ŽĨ�ŽƵƌ�ĞŶƟƌĞ�
health system. Actual costs already exceed budget, with more to come.

�ůů�ůŝǀ ĞƐ�ŵĂƩ Ğƌ�ŵŽƌĞ�ƚŚĂŶ�ŵŽŶĞǇ͕�ŝŶĐůƵĚŝŶŐ�ĨƵƚƵƌĞ�ůŝǀ ĞƐ͘ Weighing
the price of COVID-19 dollars spent today against the many preventa-
ďůĞ�ĚĞĂƚŚƐ�ĂůƌĞĂĚǇ�ůŽƐƚ�ǁ ŽƌůĚǁ ŝĚĞ�ŝƐ�ƉƌŽďůĞŵĂƟĐ͘�t Ğ�ƵƐĞĚ�ƚŽ�ŚĂǀ Ğ�Ă�
target of “ŇĂƩ ĞŶŝŶŐ�ƚŚĞ�ĐƵƌǀ Ğ͟ to allow our health system to manage
ŵĂŶǇ�ŵŽŶƚŚƐ�ŽĨ�ĂŶƟĐŝƉĂƚĞĚ�ŽƵƚďƌĞĂŬƐ͘ �E Žǁ �ƐŵĂůů�ĐůƵƐƚĞƌƐ�ĐƌĞĂƚĞ�ƉĂŶͲ
ic. With all eyes and all financial resources fixed on COVID-19, an unin-
tended global economic catastrophe lies not far ahead. Think global
depression type stuff. That is the manhole. Should it eventuate, we
ĨĞĂƌ�ƚĂƉƉĞĚ�ŽƵƚ�ŶĂƟŽŶƐ�ĂŶĚ�ŐůŽďĂůdebt and poverty will see millions of
future lives lost to treatable diseases, famine, financial despair, domes-
ƟĐ�ǀ ŝŽůĞŶĐĞ͕�ĐƌŝŵĞ͕�ƐƵŝĐŝĚĞ�ĂŶĚ�ŚŽŵĞůĞƐƐŶĞƐƐ͘ �No one will be laughing.

Watch Your Step
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 deep-
er 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
ĚŝƐĂƉƉĞĂƌ�ĚŽǁ Ŷ�Ă�ŵĂŶŚŽůĞ�ĨŽƵƌ�ǇĞĂƌƐ�ůĂƚĞƌ͘�dŚĞ�ĞŵĞƌŐŝŶŐ��ƐŝĂŶ�ƟŐĞƌƐ�
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
ŽŶůǇ�ƚŽ�ĨĂůů�ŚĞĂǀ ŝůǇ�ŝŶ�ŝƚƐ�Žǁ Ŷ�ĚĞďƚ�ŵĂůĂŝƐĞ�ŽĨ�ϮϬϬϵ͘ ��ŚŝŶĂ�ŚĂƐ�ĂƌƞƵůůǇ�
avoided every trap of growing emerging economies bypassing many
ďĂŶĂŶĂ�ƉĞĞůƐ͕ �Ăƚ�ůĞĂƐƚ�ƵŶƟů�ŶŽǁ ͘ �t ĂƚĐŚ�ƚŚŝƐ�ƐƉĂĐĞ�ŝŶ�ĨƵƚƵƌĞ�ĞĚŝƟŽŶƐ͘

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.

dŚĞ���W�ĂŶĚ�t ŽƌůĚ�, ĞĂůƚŚ�KƌŐĂŶŝƐĂƟŽŶ�;t , K Ϳ�ĨŽƌ�ǁ ŚĂƚĞǀ Ğƌ�ƌĞĂƐŽŶ͕ �
ƉůĂǇĞĚ�ĚŽǁ Ŷ�ƚŚĞ�ƚƌĂŶƐŵŝƐƐŝŽŶ�ƚŚƌĞĂƚ͕ �ƉĞƌŵŝƫ ŶŐ�ƉĞŽƉůĞ�ƚŽ�ĚĞƉĂƌƚ��ŚŝŶĂ�
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 ŽƌůĚ�ƐŚƵƚ�ĚŽǁ Ŷ�ƚŚĞŝƌ�ĚŽŵĞƐƟĐ�ĞĐŽŶŽŵŝĞƐ͕ �ďĂƌƌŝŶŐ�ĞƐƐĞŶƟĂů�ƐĞƌǀ ŝĐĞƐ͕ �
Ăƚ�ƚŚĞ�ĚŝƌĞĐƟŽŶ�ŽĨ�ŐŽǀ ĞƌŶŵĞŶƚ͘ �t ŝƚŚ�ƚŚĞ�ůŽƐƐ�ŽĨ�ĚŽŵĞƐƟĐ�ũŽďƐ͕ �ƉƌŽĚƵĐͲ
ƟŽŶ͕ �ŝŶĐŽŵĞ�ĂŶĚ�ƐƉĞŶĚŝŶŐ�governments became obliged to fill the eco-
nomic void they themselves created. Trillions of borrowed dollars
ŚĂǀ Ğ�ďĞĞŶ�ƐƉĞŶƚ�;ŽŌĞŶ�ƉŽŽƌůǇͿ�ƚŽ�ŬĞĞƉ�ŝŶĚƵƐƚƌŝĞƐ͕ �ďƵƐŝŶĞƐƐĞƐ�ĂŶĚ�ǁ 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.
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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
ĞŵƉƟĞĚ�ĂŶĚ�ĞĐŽŶŽŵŝĞƐ�ƐŚƵƚ�ĚŽǁ Ŷ͕ �ǁ ŝƚŚ�ďƵƐŝŶĞƐƐĞƐ�ĚĞǀ ĂƐƚĂƚĞĚ�ĂŶĚ�ŵŝůůŝŽŶƐ�ǁ ŽƌůĚǁ ŝĚĞ�ĚĞƐƟŶĞĚ�ƚŽ�ůŽƐĞ�ƚŚĞŝƌ�ũŽďƐ͘ �WĞŽƉůĞ�ŚĂǀ Ğ�ďĞĐŽŵĞ�ĨĞĂƌͲ
ĨƵů�ŽĨ�ĞĂĐŚ�ŽƚŚĞƌ͕�ǇĞƚ�ůŝĨĞ�ŝƐ�Į ŶĞ�ƐŽ�ůŽŶŐ�ĂƐ�ǇŽƵ�ŚĂǀ Ğ�ĂŶ�ŝŶƚĞƌŶĞƚ�ĐŽŶŶĞĐƟŽŶ͘ �' Žǀ ĞƌŶŵĞŶƚƐ�ŚĂǀ Ğ�ĚƌŽƉƉĞĚ�͞ ŚĞůŝĐŽƉƚĞƌ�ŵŽŶĞǇ͟�ĂƐ�ĨĂƌ�ĂƐ�ƚŚĞ�ĞǇĞ�
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 amuse-
ment 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 ĂƐ�ŶŽƚ�ĨŽƵŶĚ�ƚŽ�ƐŽůǀ Ğ�ƚŚĞ�ƐŽĐŝĂů�ŚŽƵƐŝŶŐ�ĐƌŝƐŝƐ͘ ��ĞƐƉŝƚĞ�ĨƵƚƵƌĞ�ŝŶĐŽŵĞ�ƵŶĐĞƌƚĂŝŶƚǇ͕�ŽŶůŝŶĞ�ƐƉĞŶĚŝŶŐ�ŚĂƐ�ĞǆƉůŽĚĞĚ�͘��ŌĞƌƉĂǇ͕�ƚŚĞ��ƵǇ�E 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 
ĐĂƌĞƐ�ĂďŽƵƚ�ƚŚĞ�ĐŽŶƐĞƋƵĞŶĐĞƐ�ŽĨ�ŵŽŶĞǇ�ƉƌŝŶƟŶŐ͕�ĞǆĐĞƉƚ�ǁ ŚĂƚ�ŝƐ�ŝŶ�ŝƚ�ĨŽƌ�ƚŚĞŵ͘ �&ůŽŽĚĞĚ�ǁ ŝƚŚ�ĞǆĐĞƐƐ�ůŝƋƵŝĚŝƚǇ͕�ŝŶĚĞďƚĞĚ�ĐŽŵƉĂŶŝĞƐ�ƚŚĂƚ�ƐŚŽƵůĚ�
ĨĂŝů͕�ĂƌĞ�ƐĂǀ ĞĚ͘ ��ƐƐĞƚƐ�ƉƌŝĐĞƐ�ƚŚĂƚ�ƐŚŽƵůĚ�ĨĂůů͕�ƌŝƐĞ͘��Ğďƚ�ŚĂƐ�ƌĞĂĐŚĞĚ�Ăůů�ƟŵĞ�ŚŝŐŚƐ�ĂŶĚ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ�Ăůů�ƟŵĞ�ůŽǁ Ɛ͘ �̂ ƚĂƚƵĞƐ�ƚĞůůŝŶŐ�ŚŝƐƚŽƌǇ�ĂƌĞ�
felled to blot out the past. Reality it seems, has been suspended. Amidst this madness, Zanacorp’s singular goal is to protect clients’ capital.
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THUSYDIDES AND PANDEMICS IN HISTORY
In last year’s Investment Insight we intro-
duced clients to Thusydides, arguably the
world’s first historian. Our context last year 
was the Clash of the Titans and the economic
ĐŽŶĨƌŽŶƚĂƟŽŶ�ŽĨ�ƚŚĞ�h ͘ ^͘ �ĂŶĚ��ŚŝŶĂ͘

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�ŵĂŶǇ�ƉĞĂƐĂŶƚƐ�ĨƌŽŵ�ƚŚĞ�ĐŽƵŶƚƌǇƐŝĚĞ�ĂŶĚ�ŽƚŚĞƌ�ǁ ĂƌƟŵĞ�ƌĞĨƵŐĞĞƐ�
ŵŝŐƌĂƚĞĚ�ƚŽ��ƚŚĞŶƐ͘ �dŚĞŝƌ�ƐƋƵĂůŝĚ�ůŝǀ ŝŶŐ�ĐŽŶĚŝƟŽŶƐ�ďĞĐĂŵĞ�Ă�ďĂĐƚĞƌŝĂů�
ďƌĞĞĚŝŶŐ�ŐƌŽƵŶĚ�ĐŽŶƚĂŵŝŶĂƟŶŐ��ƚŚĞ�ĐŝƚǇ͛Ɛ�ĨŽŽĚ͕ �ǁ ĂƚĞƌ�ĂŶĚ�ĚĂŝůǇ�ůŝĨĞ͘

Not only altering the course of the war, the lethal pandemic profound-
ůǇ�ĐŚĂŶŐĞĚ��ƚŚĞŶŝĂŶ�ƐŽĐŝĞƚǇ͘�t ŝƚŚ�ĚĞĂƚŚ�ŽŌĞŶ�ŽĐĐƵƌƌŝŶŐ�ǁ ŝƚŚŝŶ�Ă�
ǁ ĞĞŬ͕�ŵĂŶǇ�ƉĞŽƉůĞ�ĂďĂŶĚŽŶĞĚ�ƌĞůŝŐŝŽƵƐ�ďĞůŝĞĨƐ�ďĞĐŽŵŝŶŐ�ŚĞĚŽŶŝƐƟĐ�
ƉůĞĂƐƵƌĞ�ƐĞĞŬĞƌƐ͘ �>ŽŽƟŶŐ�ĂŶĚ�ǀ ŝŽůĞŶĐĞ�ŝŶĐƌĞĂƐĞĚ�ĂƐ�ůĂǁ ůĞƐƐŶĞƐƐ�ĂƌŽƐĞ͘�
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 bring-
ŝŶŐ�ƚŚĞ�ƉĞƐƟůĞŶĐĞ�ǁ ŝƚŚ�ƚŚĞŵ͘ ���ŽŶĐĞ�ƐŽĐŝĂů�ŽƌĚĞƌ�ĨĞůů�ŝŶƚŽ�ĚŝƐĂƌƌĂǇ͘

;ZĞĂĚĞƌƐ�ŵĂǇ�ďĞ�ŝŶƚĞƌĞƐƚĞĚ�ƚŚĂƚ�ƚŚĞ�ƉƌĂĐƟĐĞ�ŽĨ�ƋƵĂƌĂŶƟŶĞ�ǁ ĂƐ�ŽŶůǇ�
first adopted in 14th century seaport Venice. Ships arriving in Venice 
ŽŌĞŶ�ĨƌŽŵ�ŽƚŚĞƌ�ƉůĂŐƵĞ�ŝŶĨĞƐƚĞĚ�ƉŽƌƚƐ�ǁ ĞƌĞ�ƌĞƋƵŝƌĞĚ�ƚŽ�ĂŶĐŚŽƌ�Žī Ͳ
shore for 40 days before landing. The Italian words for 40 days are
͞ ƋƵĂƌĂŶƚĂ�ŐŝŽƌŶŝ͟ �ŚĞŶĐĞ�ƚŚĞ�ǁ ŽƌĚ�͞ƋƵĂƌĂŶƟŶĞ͟ Ϳ͘

dŚƵƐǇĚŝĚĞƐ͛ �ĂĐĐŽƵŶƚ�ĨƌŽŵ�ƚŚĞ�ƟŵĞ�ŽĨ�ĂŶƟƋƵŝƚǇ�ƌĞŝŶĨŽƌĐĞƐ�ƚŚĞ�ĨĂĐƚ�
that, basic human desires, fears and responses have not changed over
ƟŵĞ͘�dŚƌŽƵŐŚŽƵƚ�ƚŚĞ�ĐŽƵƌƐĞ�ŽĨ�ŚŝƐƚŽƌǇ͕�ŵĂůĂƌŝĂ͕ �ďƵďŽŶŝĐ�ƉůĂŐƵĞ͕�ĐŚŽůͲ
era and many other then uncontrollable diseases led to hardship and
ĨƵŶĚĂŵĞŶƚĂů�ĐŚĂŶŐĞƐ�ŝŶ�ƚŚĞ�ĨƵŶĐƟŽŶŝŶŐ�ŽĨ�ƐŽĐŝĞƚǇ͘�t ŝůů��K 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 and-
tragic trail of death, economic turmoil and social disorder in its wake.

Investment markets have rebounded strongly since their March lows,
ƉƌŝĐŝŶŐ�ŝŶ�ůŝŵŝƚĞĚ͕ �ŝĨ�ĂŶǇ͕�Į ŶĂŶĐŝĂů�ůŽƐƐ�ƌĞƐƵůƟŶŐ�ĨƌŽŵ��K s /� -19. Mar-
kets are apparently convinced that a vaccine will soon be available
and the re-opening of business will lead to the recovery of boom
ƟŵĞ�ƉƌŽĮ ƚƐ͘ �t Ğ�ďĞůŝĞǀ Ğ�ďŽƚŚ�ĂƐƐƵŵƉƟŽŶƐ�ƚŽ�ďĞ�ĨŽŽůŝƐŚůǇ�ŽƉƟŵŝƐƟĐ͘�

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
ŽƵƚ�ŝŶ�ϮϬϬϮ�ĂŶĚ�ŚĂƐ�ŶŽ�ŚƵŵĂŶ�ǀ ĂĐĐŝŶĞ͘�t ŚŝůƐƚ�ŝŶŝƟĂů�ƉŚĂƐĞ�ƚƌŝĂůƐ�ĨŽƌ�Ă�
COVID-ϭϵ�ǀ ĂĐĐŝŶĞ�ĂƌĞ�ƉƌŽŵŝƐŝŶŐ͕�Ă�ǁ ŝĚĞůǇ�Ăǀ ĂŝůĂďůĞ͕�Ğī ĞĐƟǀ Ğ�ĂŶĚ�
affordable vaccine remains a long way off. Thus the possibility of fur-
ther 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. ^ŚĂƌĞ�ƉƌŝĐĞƐ�ŝŶŝƟĂůůǇ�ĨĞůů�ĨŽƌ�ŐŽŽĚ�ƌĞĂƐŽŶ͗ �ƚŚĞ�ĞǆƉĞĐƚĂƟŽŶ�ŽĨ�
significantly reduced future profits and dividends. Since the world is 
ƐƟůů�ŽŶ�ŐŽǀ ĞƌŶŵĞŶƚ�ůŝĨĞ�ƐƵƉƉŽƌƚ͕ �ǁ Ğ�ƐĞĞ�ůŝƩ ůĞ�Ğǀ ŝĚĞŶĐĞ�ƚŚĂƚ�ǁ ŽƵůĚ�
change that outlook. The financial cliff ahead is likely to be more ap-
ƉĂƌĞŶƚ�ŽŶůǇ�ǁ ŚĞŶ�ƚŚĞ�ƚĞŵƉŽƌĂƌǇ�ĂŶĚ�ĂƌƟĮ ĐŝĂů�ƐƵƉƉŽƌƚ�ŝƐ�ǁ ŝƚŚĚƌĂǁ Ŷ͘

K Ŷ�ƚŚĂƚ�ďĂƐŝƐ͕ �ǁ Ğ�ďĞůŝĞǀ Ğ�ŵĂƌŬĞƚƐ�ŚĂǀ Ğ�ƵŶĚĞƌ�ĞƐƟŵĂƚĞĚ�ƚŚĞ�ůŽŶŐĞƌ�
ƚĞƌŵ�ŝŵƉĂĐƚ�ĂŶĚ�ƟŵŝŶŐ�ŽĨ�ƌĞĐŽǀ ĞƌǇ�ĨƌŽŵ�ƚŚĞ�ĞĐŽŶŽŵŝĐ�ůŽĐŬĚŽǁ Ŷ͘ �

�Ǉ�ƚŚĞ�ƟŵĞ�ƚŚŝƐ�ŶĞǁ ƐůĞƩ Ğƌ�ŝƐ�ƉƌŝŶƚĞĚ͕ �all fee paying Zanacorp clients
will have already received or are in the process of receiving a person-
ĂůŝƐĞĚ�ZĞĐŽƌĚ�ŽĨ��Ěǀ ŝĐĞ�ǁ ŝƚŚ�ŝŶǀ ĞƐƚŵĞŶƚ�ƌĞĐŽŵŵĞŶĚĂƟŽŶƐ�ƐƉĞĐŝĮ Ͳ
ĐĂůůǇ�ĂĚĚƌĞƐƐŝŶŐ�ƚŚĞŝƌ�ƉŽƌƞŽůŝŽ�ƉŽƐŝƟŽŶŝŶŐ͘ We feel very comfortable
ƉƌĞƉĂƌŝŶŐ�ĨŽƌ�ĐŚĂŶŐĞĚ�ĨƵƚƵƌĞ�ĐŽŶĚŝƟŽŶƐ�Ăƚ�Ă�ƟŵĞ�ǁ ŚĞŶ�ďƌŽĂĚĞƌ�ŵĂƌͲ
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.

BRAIN TEASER

Bill is a simple investor. Following the onset of COVID-19
his ASX200 ETF investment fell by 34% in just 30 days.
ZĞƐŝƐƟŶŐ�ƚŚĞ�ƵƌŐĞ�ƚŽ�ƐĞůů͕�ƚŚĞ��d&�ƐƵďƐĞƋƵĞŶƚůǇ�rose by
30% over the next 60 days.

How much did Bill’s investment (a) 8% (c) 14%
end up falling? (b) 4% or (d) 11%

Answer on foot of page 4

WHO REALLY OWNS AUSTRALIA?

t Ğ�Ăůů�ĂĚŽƉƚ�ƌĞůĂƟǀ ĞůǇ�ƐŝŵƉůĞ�ĐŽŐŶŝƟǀ Ğ�ĂƉƉƌŽĂĐŚĞƐ�ƚŽ�ĚĂƚĂ�ƚŽ�ŚĞůƉ�ƵƐ�
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��ĞƉĞŶĚŝŶŐ�ŽŶ�ŽŶĞ͛Ɛ�ƉĞƌƐƉĞĐƟǀ Ğ͕�ŵŽĚĞƌŶ��ƵƐƚƌĂůŝĂ�ǁ ĂƐ�ĨŽƵŶĚͲ
ed in either 1788 (the arrival of the First Fleet) or 1901 (when we be-
ĐĂŵĞ�Ă��ŽŶƐƟƚƵƟŽŶĂů�ŶĂƟŽŶͿ͘ �K ǀ Ğƌ�ƚŚĞ�ůĂƐƚ�ϮϱϮ�Žƌ�ϭϭϵ�ǇĞĂƌƐ�ĂŶĚ�long
before the rise of China͕ �Žǀ ĞƌƐĞĂƐ�ƉĞŽƉůĞ�ĂŶĚ�ŝŶƚĞƌĞƐƚƐ�ŚĂǀ Ğ�ƐĞƩ ůĞĚ�
Žƌ�ŝŶǀ ĞƐƚĞĚ�ŝŶ��ƵƐƚƌĂůŝĂ͘ �&ƌŽŵ�ƚŚĞ�ŽƌŝŐŝŶĂů��ƌŝƟƐŚ�ƐĞƩ ůĞƌƐ�ĂŶĚ�ƐŚĞĞƉ�
producers to the gold prospectors, from the great post WW2 European
ŵŝŐƌĂƟŽŶ�ƚŽ�ƚŚĞ�ŵŽƌĞ�ƌĞĐĞŶƚ��ƐŝĂŶ�ŵŝŐƌĂƟŽŶ�ǁ Ăǀ Ğ͕�ŽƵƌ�ǁ ĞĂůƚŚ�ŽĨ�
ƌƵƌĂů͕�ŵŝŶŝŶŐ�ĂŶĚ�ďƵƐŝŶĞƐƐ�ĂƐƐĞƚƐ�ŚĂǀ Ğ�ďĞĞŶ�ŚŝŐŚůǇ�ƐŽƵŐŚƚ�ĂŌĞƌ͘�

As far as land interests go, readers
may be surprised to learn that
�ƌŝƟƐŚ�ŝŶƚĞƌĞƐƚƐalthough 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<͕ �ƐŽ�ǁ ŚŝĐŚ�ŶĂƟŽŶ�Žǁ ŶƐ�ŽƵƌ�ďƵƐŝŶĞƐƐĞƐ͕ �ƐĞƌǀ ŝĐĞƐ͕ �Į ŶĂŶĐŝĂů�ĂŶĚ�ŶŽŶ�
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�ĞŶĞƌŐǇ͕�ĂŐƌŝďƵƐŝŶĞƐƐ͕ �ƚŽƵƌŝƐŵ�ĂŶĚ�Į ŶĂŶĐĞ͘�dŚŝƐ�ƌĞůĂƟŽŶƐŚŝƉ�ŚĂƐ�
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 mar-
ket.

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?



For us , China’s importance lies in their massive import of our mining
products, their tourism and foreign student enrolments in Australian
�ŽůůĞŐĞƐ�ĂŶĚ�hŶŝǀ ĞƌƐŝƟĞƐ͘ �t ŝƚŚŽƵƚ��ŚŝŶĞƐĞ�ďƵǇŝŶŐ�ŽĨ�ŽƵƌ�ŵŝŶŝŶŐ�ĂŶĚ�
services products, Australia would indeed be financially “stuffed”. 

<ŶŽǁ ŝŶŐ�ƚŚŝƐ͕ ��ŚŝŶĂ�ŚĂƐ�ĂƩ ĞŵƉƚĞĚ�ƚŽ�ďƵůůǇ��ƵƐƚƌĂůŝĂ�ďǇ�ƉůĂĐŝŶŐ�ƚĂƌŝī Ɛ�
ŽŶ�ŽƵƌ�ďĂƌůĞǇ�ĂŶĚ�ďĞĞĨ�ĂŶĚ�ďǇ�ŝƐƐƵŝŶŐ�ǁ ĂƌŶŝŶŐƐ�ƚŽ�ŝƚƐ�ĐŝƟǌĞŶƐ�ƚŚĂƚ��ƵƐͲ
tralia is not safe to visit or study, overtly implying we are racists. Rela-
ƟŽŶƐ�ŚĂǀ Ğ�ƐŽƵƌĞĚ�ŐƌĞĂƚůǇ�ďĞƚǁ ĞĞŶ�ƚŚĞ�ŶĂƟŽŶƐ͘ �dŚĞ�ƐƚĂƚĞ-run Global
Times referred to us ͞ ůŝŬĞ�ŐƵŵ�ƐƚƵĐŬ�ŽŶ�ƚŚĞ�ďŽƩ Žŵ�ŽĨ��ŚŝŶĂ͛ Ɛ�ƐŚŽĞ͟
ƐŝŶĐĞ�ǁ Ğ�ƐŝĚĞĚ�ǁ ŝƚŚ�ƚŚĞ�h ͘ ^͘ �ƌĞ�, ƵĂǁ Ğŝ�ϱ' �ƚĞĐŚ͕ �ŽƵƌ�EĂƟŽŶĂů�̂ 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 carefully�ŝŶ�ďĂůĂŶĐŝŶŐ�ŽƵƌ�ƌĞůĂƟŽŶƐŚŝƉƐ�ǁ ŝƚŚ�ďŽƚŚ�ƚŚĞ�
h ͘ ^͘ ͕ �ŽƵƌ�ƚƌĂĚŝƟŽŶĂů�ĂůůǇ�ĂŶĚ��ŚŝŶĂ�ŽŶ�ǁ ŚŽŵ�ŽƵƌ�ĨƵƚƵƌĞ�Į ŶĂŶĐŝĂů�ǁ Ğůů�
being depends. We are uncomfortably placed as a pawn moved across a
ĐŚĞƐƐ�ďŽĂƌĚ�ďǇ�ďŽƚŚ�dƌƵŵƉ�ĂŶĚ�:ŝŶƉŝŶŐ�ĂŶĚ�ƚŚĞŝƌ�ĐŽŵƉĞƟŶŐ�ŝŶƚĞƌĞƐƚƐ͘

Talking Tax

Matching its technology improvements, the ATO is taking granular
;ĚĞƚĂŝůĞĚͿ�ƌĞƉŽƌƟŶŐ�ŽĨ�ŝƚĞŵƐ�ŽŶ�/ŶĐŽŵĞ�dĂǆ�ZĞƚƵƌŶƐ�ƚŽ�Ă�ŶĞǁ �ůĞǀ Ğů�ƚŚŝƐ�
ǇĞĂƌ͘�ϮϬϭϵ�ƐĂǁ �ĚĞĚƵĐƟŽŶ�ĚĞƚĂŝůƐ�ĞůĞĐƚƌŽŶŝĐĂůůǇ�ƚƌĂŶƐŵŝƩ ĞĚ�ĨŽƌ�ƚŚĞ�Į ƌƐƚ�
ƟŵĞ�ƐŝŶĐĞ�ƚŚĞ�ŝŶƚƌŽĚƵĐƟŽŶ�ŽĨ�ƚŚĞ�ƚĂǆ�ƐĞůĨ�ĂƐƐĞƐƐŵĞŶƚ�ƌƵůĞƐ�ŝŶ�ϭϵϵϳ ͘ �dŚŝƐ�
ƉƌŽǀ ŝĚĞĚ�ĚĞƚĂŝůĞĚ�ĚĂƚĂ�ƚŽ�ƚŚĞ��dK�ŽŶ�Ăůů�ƚĂǆ�ĚĞĚƵĐƟŽŶƐ�ĐůĂŝŵĞĚ͘ �

&Žƌ�ϮϬϮϬ͕�ƚŚĞ�ŐƌĂŶƵůĂƌ�ƌĞƉŽƌƟŶŐ�ƌĞŐŝŵĞ�ŚĂƐ�ďĞĞŶ�ĞǆƚĞŶĚĞĚ�ƚŽ�ŝŶĐŽŵĞ�
items, with tax returns now containing 22 new or modified worksheets 
introduced and 250 new income fields. These changes greatly increase
ďŽƚŚ�ƚŚĞ�ĚĂƚĂ�ŵĂƚĐŚŝŶŐ�ĂŶĚ�ĚĂƚĂ�ŵŝŶŝŶŐ�ĐĂƉĂďŝůŝƟĞƐ�ŽĨ�ƚŚĞ��dK�and
ƚŚĞ�ƟŵĞͬ ĐŽƐƚ�ŝŶǀ Žůǀ ĞĚ�ŝŶ�ĐŽŵƉůĞƟŶŐ�Ă�ƚĂǆ�ƌĞƚƵƌŶ͘ �dĂǆ�ĂŐĞŶƚƐ�ĂŶĚ�ƚĂǆͲ
payers have been alerted that the new format greatly improves tar-
ŐĞƟŶŐ�ƚĂǆƉĂǇĞƌƐ�ǁ ŚŽ�Žŵŝƚ�ŝŶĐŽŵĞ�ŝŶĐůƵĚŝŶŐ�ƚŚĞ�͞ ƐŚĂƌŝŶŐ͟ �ŝŶĚƵƐƚƌŝĞƐ�
Uber, Airbnb, Airtasker and home rentals including holiday houses.

Although these changes may appear benign, we warn clients that pow-
ĞƌĨƵů��/�ƚŽŽůƐ�ĂƌĞ�Ğī ĞĐƟǀ Ğ�ĂŶĚ�ůĂƐƚ�ǇĞĂƌ�ŝĚĞŶƟĮ ĞĚ�ƚĞŶƐ�ŽĨ�ƚŚŽƵƐĂŶĚƐ�ŽĨ�
Žǀ Ğƌ�ĐůĂŝŵĞĚ�ĚĞĚƵĐƟŽŶƐ͘ �dŚĞ�ŶĞǁ �ŝŶĐŽŵĞ�Į ĞůĚƐ�ŵĂǇ�ĚŽ�ƚŚĞ�ƐĂŵĞ͘�

With COVID-19 forcing many workers to work from home the ATO is
ĂŶƟĐŝƉĂƟŶŐ�ŵĂŶǇ�ĞƌƌŽƌƐ�and have created a new Working From Home
;t &, Ϳ��ĞĚƵĐƟŽŶ�ǁ ŽƌŬƐŚĞĞƚ͘ ��ŝī ĞƌĞŶƟĂƚĞĚ�t &, �ƌĂƚĞƐ�ĂƉƉůǇ�ƚŽ�ƉƌĞͬ
post COVID-19 dates with device/office items also being tracked. Diaries 
ŵƵƐƚ�ďĞ�ŵĂŝŶƚĂŝŶĞĚ�Ğǀ ŝĚĞŶĐŝŶŐ�t &, �ĂĐƟǀ ŝƟĞƐ�ĂŶĚ�ĚĂƚĞƐ͘

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 ůů�ƌĞƉŽƌƚƐ�;ĞŐ͘Ěŝǀ ŝĚĞŶĚƐͿ�ƌĞĨƵŶĚƐ�ǁ ŝůů�ďĞ�ǁ ŝƚŚŚĞůĚ�ƵŶƟů�ϯϭƐƚ�:ƵůǇ͘

Rainy Days? Why Not Cash In Super
APRA data to mid-June 2020 has revealed over 2 million Australians
have withdrawn $14.8bn from their super.

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 ��ĐŽŶŽŵŝƐƚƐ�ĞƐƟŵĂƚĞ�ƚŚĞ�ƚƌƵĞ�ƵŶĞŵͲ
ployment and underemployment rate at a staggering 10% to 20%.

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 
ĐŽŵĞ�ƚƌƵĞ͍ �, ĂƐ�ƚŚĞ�ǀ ĂůƵĞ�ŽĨ�ƉƵƌƉŽƐĞ�ĂŶĚ�ĐŽŶƚƌŝďƵƟŽŶ�ƚŽ�ƐŽĐŝĞƚǇ�ŐŽŶĞ͍

It is likely that most people who accessed their super, also receive gov-
ernment support payments. Many would also be enjoying temporarily
reduced rents or relief from mortgage payments. But then what?

s ŝĞǁ ĞĚ�ĨƌŽŵ�ƚŚŝƐ�ƉĞƌƐƉĞĐƟǀ Ğ͕�ǁ Ğ�ƐŚŽƵůĚ�ďĞ�ĐŽŶĐĞƌŶĞĚ�ďǇ�ƚŚĞ�ŶƵŵďĞƌ�
ŽĨ��ƵƐƚƌĂůŝĂŶƐ�ůŝǀ ŝŶŐ�ĨƌŽŵ�ƉĂǇ�ƚŽ�ƉĂǇ͕�ǁ ŝƚŚ�ůŝƩ ůĞ�ƚŽ�ŶŽ�ƐĂǀ ŝŶŐƐ͘ �t ŝƚŚŽƵƚ�
judging, it is disturbing to imagine the financial predicament of these 
ƉĞŽƉůĞ�ǁ ŚĞŶ�ƚŚĞ�ƌĞůŝĞĨ�ŵĞĂƐƵƌĞƐ�ĂƌĞ�ůŝŌĞĚ͘ ��ǇŶŝĐƐ�ŵĂǇ�ƐĂǇ�“nothing is
more permanent than a temporary government hand out”. Even so, a
ŐĞŶƵŝŶĞ�ĞĐŽŶŽŵŝĐ�ƌĞĐŽǀ ĞƌǇ�ŵƵƐƚ�ůŝŌ�ƚŚĞƐĞ�ƉĞŽƉůĞ�ǁ ŝƚŚ�ŝƚ�ƉƌŽĚƵĐƟǀ 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”?

dŚĞƌĞ�ĂƌĞ�ŵĂŶǇ�ĐŚĂƌĂĐƚĞƌŝƐƟĐƐ�ƚŚĂƚ�ĚĞĮ ŶĞ�Ă�ŐůŽďĂů�ƐƵƉĞƌ�ƉŽǁ Ğƌ͘�dŚĞǇ�
are more than military might, more than financial muscle, more than 
know-ŚŽǁ ͕ �ŵŽƌĞ�ƚŚĂŶ�ƉŽƉƵůĂƟŽŶ�ĂŶĚ�ŵƵĐŚ�ŵŽƌĞ�ƚŚĂŶ�' �W͘�The
world currently has only one genuine super power.���ŶĂƟŽŶ�ƚŚĂƚ�
changed the course of world wars, the course of science, the course of
ŵĂŶƵĨĂĐƚƵƌŝŶŐ͕�ŝŶĚƵƐƚƌŝĂůŝƐĂƟŽŶ�ĂŶĚ�ƚĞĐŚŶŽůŽŐǇ�ĂŶĚ�ĐŽƵƌƐĞ�ŽĨ�ŵŽĚĞƌŶ�
ǁ ĞƐƚĞƌŶ�ůŝĨĞƐƚǇůĞƐ͘ �dŚĂƚ�ŶĂƟŽŶ�ŝƐ�ƚŚĞ�United States of America.

^ŝŶĐĞ�ƚŚĞ��ƌĞƩ ŽŶ�t ŽŽĚƐ��ŐƌĞĞŵĞŶƚ�ŽĨ�ϭϵϰϰ͕ �ƚŚĞ�h ͘ ^͘ �ŚĂƐ�ĐŽŶƚƌŽůůĞĚ�
the air, controlled the seas and controls the flow of money being the 
Reserve Currency of the world. 76 years of co-ŽƉĞƌĂƟǀ Ğ�ŐůŽďĂů�ĂůůŝĂŶĐͲ
ĞƐ�ƐƚƌĞƚĐŚĞƐ�Ă�ůŽƚ�ĨƵƌƚŚĞƌ�ƚŚĂŶ�ϮϬ�ǇĞĂƌƐ�ŽĨ�ƐŚƌĞǁ Ě�ĐŽƐƚ�ƵŶĚĞƌĐƵƫ 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.

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.

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.
Australia’s Top 5 Foreign Investment Sources 2017—DFAT

What Does Belgium Do For Us?

Alert readers will be aware that
ǁ Ğ�ŚĂǀ Ğ�ŽŌĞŶ�ƌĞĨĞƌĞŶĐĞĚ��ƵƐƐŝĞ�
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 �ŽƵƌ�ĚĞďƚ�ƚŽ��ƵƌŽƉĞ�ŝƐ�

ŽƵƌ�ϯƌĚ�ďŝŐŐĞƐƚ�ŶĂƟŽŶĂů�ůŝĂďŝůŝƚǇ͘�E Žǁ �ǇŽƵ�ŬŶŽǁ �ǁ ŚǇ��ƵƐƚƌĂůŝĂŶ�ďĂŶŬƐ�
ĂƌĞ�ŶŽƚ�ŝŶƚĞƌĞƐƚĞĚ�ŝŶ�Žī ĞƌŝŶŐ�ƐĂǀ ĞƌƐ�ĂƩ ƌĂĐƟǀ Ğ�ƚĞƌŵ�ĚĞƉŽƐŝƚ�ƌĂƚĞƐ͘

China is our 9th largest investor and although important, is mostly
Žǀ Ğƌ�ĞƐƟŵĂƚĞĚ�ďǇ�ŽƌĚŝŶĂƌǇ��ƵƐƚƌĂůŝĂŶƐ�ĚƵĞ�ƚŽ�ŝƚƐ�ƌĞĐĞŶĐǇ͘�t Ğ�ĐŽŶĨƵƐĞ�
Chinese migrants buying our homes with Chinese (CCP) ownership of
ŽƵƌ�ŶĂƟŽŶ͛ Ɛ�ǁ ĞĂůƚŚ͘ ��ŚŝŶĂ�ŚĂƐ�ďĞĐŽŵĞ�Ă�major owner of Australia’s
rural land and water assets ĂŶĚ�ǁ ŝůů�ĐŽŶƟŶƵĞ�ƚŽ�ĚŽ�ƐŽ. We are a key
part of their growing food chain of grains, livestock and seafood.

email: reception@zanacorp.com.au Phone (03) 9523 9300 www.zanacorp.com.au
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DISCLAIMER Brain Teaser Answer (c)
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.
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10 Years Ago
2010

4,325
9,774
4,917
9,382

20,129
5,965

7 Years Ago
2013

4,775
14,909
6,215

13,677
20,803
7,959

5 Years Ago
2015

5,451
17,619
6,521

20,235
26,250
10,945

15 Years Ago
2005

4,229
10,374
5,109

11,584
14,201
4,583

June
2018

6,290
24,271
7,637

22,304
28,955
12,306

June
2019

6,699
26,600
7,425

21,276
28,542
12,398

June
2017

5,764
21,349
7,313

20,033
25,765
12,325

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

MARKET FACTS

THINGS THAT NEED TO BE SAID

�ŽŶƟŶƵŝŶŐ�ŽƵƌ�Kƌǁ ĞůůŝĂŶ�ŶĂƌƌĂƟǀ Ğ͕�ƚŚĞƌĞ�ĂƌĞ�Ă�ŶƵŵďĞƌ�ŽĨ�ĐŽŵƉůĞǆ�
economic concerns we cannot disregard that need referencing. It
feels strangely like 1999 all over again. Alarming credit risk and eu-
phoric technology share prices are driving markets to crazy levels
ignoring the deep structural imbalances the pandemic has exposed.

t Ğ�ĚŽ�ŶŽƚ�ĞůŝŵŝŶĂƚĞ�ƚŚĞ�ƉŽƐƐŝďŝůŝƚǇ�ƉƌŝĐĞƐ�ŵĂǇ�ƌĂůůǇ�ŽŶĞ�ŵŽƌĞ�ƟŵĞ͕�
but taking a 1-ϯ�ǇĞĂƌ�ǀ ŝĞǁ �ǁ Ğ�ƐĞĞ�ŶŽ�ŽƚŚĞƌ�ĚŝƌĞĐƟŽŶ�ĨŽƌ�ŐůŽďĂů�ĂƐƐĞƚ�
prices but down. COVID-19 has been the catalyst, but not the cause
ŽĨ�ĞǆƚƌĞŵĞ�ŵŽŶĞƚĂƌǇ͕�Į ƐĐĂů�ĂŶĚ�ŽƚŚĞƌ�ĂďĞƌƌĂƟŽŶƐ�ŝŶĐůƵĚŝŶŐ͗-

 �ĞŵĂŶĚŝŶŐ�ŵĂƌŬĞƚ�ǀ ĂůƵĂƟŽŶƐ�Ăƚ�Ă�ƟŵĞ�ŽĨ�ƉƌŽĮ ƚ�ƵŶĐĞƌƚĂŝŶƚǇ

 Liquidity measures masking underlying solvency problems

 �ǆƉŝƌĂƟŽŶ�ŽĨ�ŐůŽďĂů�ũŽď�ƐƵďƐŝĚŝĞƐ͕ �ŵŽƌƚŐĂŐĞ�Θ�ŽƚŚĞƌ�ƐƵƉƉŽƌƚƐ

 Worldwide job losses capping consumer income, demand and
the debt servicing capacity in developed markets.

 Broad economic/Industry risks in travel, tourism, hospitality

 �ǆƉĂŶĚŝŶŐ�&���ďĂůĂŶĐĞ�ƐŚĞĞƚ�ĚŝƐƚŽƌƟŶŐ�ĐŽƌƉŽƌĂƚĞ�ĐƌĞĚŝƚ�ƌŝƐŬƐ

 �ŽƌƉŽƌĂƚĞ�ĨĂŝůƵƌĞƐ�ĨƌŽŵ�ĞǆĐĞƐƐ�ĚĞďƚ�ĂŶĚ�Ğǀ ĂƉŽƌĂƟŶŐ�ĐĂƐŚ�ŇŽǁ

 COVID-ϭϵ�ϮŶĚͬ ϯƌĚ�ǁ Ăǀ ĞƐ�ĚŝƐƌƵƉƟŶŐ�ŵĂũŽƌ�Į ŶĂŶĐŝĂů�ŵĂƌŬĞƚƐ

 Scarred consumer confidence/behaviour post health threat

 U.S. Pension system stresses

 De-ŐůŽďĂůŝƐĂƟŽŶ�ĂŶĚ�ĞƐĐĂůĂƟŶŐ�ŐĞŽ-ƉŽůŝƟĐĂů�ĐŽŶŇŝĐƚƐ

 �ŵĞƌŐŝŶŐ�/ŶŇĂƟŽŶͬ ĚĞŇĂƟŽŶ�Žƌ�ƐƚĂŐŇĂƟŽŶ�ƌŝƐŬƐ

 ZIRP, NIRP, MMT (and once mythical leprechauns).

t Ğ�ĂƌĞ�ŶŽƚ�ƉĂƌĂŶŽŝĚ͕ �ďƵƚ�ǁ Ğ�ǁ ŝůů�ĐŚŽŽƐĞ�ŽƵƌ�ďĂƩ ůĞƐ͘ �dŚĞƌĞ�ĂƌĞ�ƐŝŵƉůǇ�
too many banana skins to dodge for our liking. For 10 years policy
makers have led us into an economic Bermuda Triangle. The normal
ĨƵŶĐƟŽŶŝŶŐ�ŽĨ�ŵĂƌŬĞƚƐ͕ �ĐĂƉŝƚĂů͕�ƐĂǀ ŝŶŐƐ�ĂŶĚ�ƉƌŝĐŝŶŐ�ĂƉƉĞĂƌƐ�ůŽƐƚ͘ �

COVID-19, Investment Risk and Investor Returns

COVID-ϭϵ�ŝƐ�ƵŶůŝŬĞ�Ă�Į ŶĂŶĐŝĂů͕�ƉŽůŝƟĐĂů�Žƌ�ĞĐŽŶŽŵŝĐ�Ğǀ ĞŶƚ�ǁ ŚĞƌĞ�ǁ Ğ�
ĐĂŶ�ŝĚĞŶƟĨǇ�ŝƚƐ�ƐŽƵƌĐĞ�ĂŶĚ�ĚĞĂů�ǁ ŝƚŚ�ƚŚĞ�ƉƌŽďůĞŵ͘ �dŚĞ�ǀ ŝƌƵƐ�ƉƌĞƐĞŶƚƐ�
ĂƐ�ĂŶ�ŝŶǀ ŝƐŝďůĞ�ŚƵŵĂŶ�ƚŚƌĞĂƚ�ƉŽƚĞŶƟĂůůǇ�ƚƌĂŶƐŵŝƩ ĞĚ�ďǇ�Ğǀ ĞƌǇŽŶĞ�ƚŽ�
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.

' ŝǀ ĞŶ�ƚŚĞ�ǀ ĂŐƵĂƌŝĞƐ�ŽĨ�ŽƵƌ�ƟŵĞ͕�ǁ Ğ�ďĞůŝĞǀ Ğ�ŝŶǀ ĞƐƚŽƌƐ�ŵƵƐƚ�ĂƐŬ�ĂŶĚ�
ĂŶƐǁ Ğƌ�Ă�ƋƵŝƚĞ�ďĂƐŝĐ�ƋƵĞƐƟŽŶ͘ ��ƚ�ƚŚŝƐ�ƟŵĞ͕�ŝƐ�ƚŚĞ�ůŝŬĞůŝŚŽŽĚ�ŽĨ�ŵĂŬŝŶŐ�
money ,greater than the risk of losing money?

�Ɛ�ŝŶǀ ĞƐƚŵĞŶƚ�ĂĚǀ ŝƐĞƌƐ�ƚŚĞ�ĂŶƐǁ Ğƌ�ƚŽ�ƚŚŝƐ�ƋƵĞƐƟŽŶ�ĨƌĂŵĞƐ�ƚŚĞ�ďĂƐŝƐ�
ŽĨ�ŽƵƌ�ŐƵŝĚĂŶĐĞ�ƚŽ�ĐůŝĞŶƚƐ͘ �dŚĞ�ĚĞĐŝƐŝŽŶ�ŚŽǁ Ğǀ Ğƌ͕�ŵƵƐƚ�ƵůƟŵĂƚĞůǇ�ďĞ�
made by the individual as it goes to the heart of their personal invest-
ment goals and risk tolerance. With the stakes being so high and the
ƉŽƚĞŶƟĂů�ŝŶǀ ĞƐƚŵĞŶƚ�ŽƵƚĐŽŵĞƐ�ďĞŝŶŐ�ƐŽ�Ěŝī ĞƌĞŶƚ͕ �ǁ Ğ�ĨĂŝů�ƚŽ�ƐĞĞ�ĂŶǇ�
middle ground. We are unlikely to “muddle our way through” a con-
tagious global virus. It will either be cured or it won’t, and only a cure
could return us to anything like pre COVID-ϭϵ�ŝŶǀ ĞƐƚŵĞŶƚ�ĐŽŶĚŝƟŽŶƐ͘

The dilemma for those investors that cannot bear missing out on mak-
ing money is that each roll of the dice may make them 10% or 20% or
ĐŽƐƚ�ƚŚĞŵ�ϰϬй ͕ �ƉŽƚĞŶƟĂůůǇ�ƌƵŝŶŝŶŐ�ƚŚĞŝƌ�ůŝǀ ĞƐ͘ �dŚŽƐĞ�ǁ ŚŽ�ƐĞĞŬ�ƚŽ�ƉƌŽͲ
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
ƐŵĂůů�ŶĞŐĂƟǀ Ğdepending on the severity of asset price declines.

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 insur-
ance (or not), it leads to an outcome one chooses to live with.

We insure our car, not because we expect to have an accident, but
ƌĂƚŚĞƌ�ďĞĐĂƵƐĞ�ǁ Ğ�ǁ ĂŶƚ�ƉƌŽƚĞĐƟŽŶ�ĂŐĂŝŶƐƚ�ƚŚĞ�ƉŽƚĞŶƟĂů�ĐŽƐƚ͕ �ƐŚŽƵůĚ�
we have an accident. There is a price to pay, either way.

ALL THAT GLITTERS IS GOLD

Speaking of insurance, financial insurance is some-
what 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 Ŷ�ĂŶĚ�ƌĂŵƉĂŶƚ�ŵŽŶĞǇ�ƉƌŝŶƟŶŐ͘�

We hope to explore the features of this age old
ƉƌĞĐŝŽƵƐ�ŵĞƚĂů�ŝŶ�ĨƵƚƵƌĞ�/Ŷǀ ĞƐƚŵĞŶƚ�/ŶƐŝŐŚƚ�ŝƐƐƵĞƐ͘ ��ŽŶƐĞƌǀ ĂƟǀ Ğ�ŝŶǀ ĞƐͲ
ƚŽƌƐ�ŵĂǇ�ǁ ŝƐŚ�ƚŽ�ƵŶĚĞƌƚĂŬĞ�ƐŽŵĞ�ƌĞƐĞĂƌĐŚ�ŝŶƚŽ�ƚŚŝƐ�ĨĂƐĐŝŶĂƟŶŐ�ĂƐƐĞƚ�
class. For reference, the shiny metal rose 29.4% this year.

Market Roundup

�ƵƐƚƌĂůŝĂŶ�̂ ŚĂƌĞƐ͕ ��Z�/d^�ĂŶĚ�ZĞƐŝĚĞŶƟĂů�WƌŽƉĞƌƚǇ

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%.

Since March 2020, COVID-19 carved our index into 2 halves, big win-
ners and big losers. �ŌĞƌƉĂǇ͕��ŝƉ͕ �<ŽŐĂŶ�ĂŶĚ�:��, 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 ma-
ũŽƌ�ƚĞŶĂŶƚƐ�ŐĞƫ ŶŐ�ŶĞǀ Ğƌ�ďĞĨŽƌĞ�ǁ ŝƚŶĞƐƐĞĚ�ƌĞŐƵůĂƚĞĚ�ƌĞŶƚ�ƌĞĚƵĐƟŽŶƐ͘

Property is a very tough market to call. The “haves” will not sell and
ƚŚĞ�͞ ŚĂǀ Ğ�ŶŽƚƐ͟ �ŵĂǇ�Į ŶĚ�ŝƚ�ŚĂƌĚĞƌ�ƚŽ�ďŽƌƌŽǁ ͘ ���ƟŐŚƚ�ŵĂƌŬĞƚ�ǁ ŝůů�ŬĞĞƉͲ
prime real estate prices high. Apartments and outer suburbs? Ouch!

Overseas Shares

ZĞƉĞĂƟŶŐ�ƚŚĞ�ƉĂƩ ĞƌŶ�ŽĨ�ŵĂŶǇ�ǇĞĂƌƐ͕ �ĂŶĚ�ǀ ĂůŝĚĂƟŶŐ�ŽƵƌ�ƉƌŽƌƞŽůŝŽ�
ĂƐƐĞƚ�ǁ ĞŝŐŚƟŶŐƐ͕ �Žǀ ĞƌƐĞĂƐ�ƐŚĂƌĞƐ�ƐƚƌŽŶŐůǇ�ŽƵƚƉĞƌĨŽƌŵĞĚ��ƵƐƚƌĂůŝĂŶ�
ƐŚĂƌĞƐ͕ �Ğǀ ĞŶ�ŝŶ�ƚŽƵŐŚ�ĐŽŶĚŝƟŽŶƐ͘ �:ĂƉĂŶ͕ �' ĞƌŵĂŶǇ�ĂŶĚ�h^�ŵĂƌŬĞƚƐ�
were broadly flat. Key to this outcome is that fact that unlike Australia, 
ƚŚĞƐĞ�ŵĂƌŬĞƚƐ�ŚĂǀ Ğ�ŵĂŶǇ�ƚĞĐŚŶŽůŽŐǇ͕�ƐŽŌǁ ĂƌĞ͕�ĂŶĚ�ĐŽŵŵƵŶŝĐĂƟŽŶ�
ƐĞƌǀ ŝĐĞƐ�ũƵŐŐĞƌŶĂƵƚƐ͕ �ďĂƐŬŝŶŐ�ŝŶ�ƚŚĞ�ƐŚŝŌ�ƚŽ�/d�ĂŶĚ�ŽŶůŝŶĞ�ƐĞƌǀ ŝĐĞƐ͘

Focussing on the U.S., the broader market indices saw a few big win-
ners obscure widespread losses. Over 20% of the U.S. S&P 500 is now
made up of only 5 companies ŝƚƐ�ŚŝŐŚĞƐƚ�ĐŽŶĐĞŶƚƌĂƟŽŶ�Ğǀ Ğƌ͘�dŚĞ�
magic mix of D ŝĐƌŽƐŽŌ͕ ��ƉƉůĞ͕��ŵĂǌŽŶ͕ ��ůƉŚĂďĞƚ�;' ŽŽŐůĞͿ�ĂŶĚ�&ĂĐĞͲ
book.�dŚĞ�ŵĂƌŬĞƚ�ĐĂƉ�ŽĨ�D ŝĐƌŽƐŽŌ�ĂŶĚ��ƉƉůĞ�ŝƐ�Žǀ Ğƌ�h^Ψϭ͘ ϱƚƌ�ǁ 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 ŽƌĞ�ĨƌŝŐŚƚĞŶŝŶŐ�ŝƐ�ƚŚĂƚ�ƚŚĞǇ�ĂƌĞ�ĨƵƚƵƌĞ�ďĂƐĞĚ�ĂŶĚ�ƐƟůů�ŐƌŽǁ ŝŶŐ͘�

Outside of the companies above, lie many U.S. zombies. Remnants of
ƚŚĞ�ƉĂƐƚ͕ �ĐƵƫ ŶŐ�ĐŽƐƚƐ�ĂŶĚ�ŵĂƌŐŝŶƐ�ƚŽ�ƐƚĂǇ�Ăůŝǀ Ğ͘��ǆƉĞĐƚ�Ă�ĨĞǁ �͞ ŶĂŵĞƐ͟ �
to make the headlines for all the wrong reasons. Saddled with debt, no
cash and challenging markets. Will they detonate the pricing bomb?

dŚŝƐ�ŶĞǁ ƐůĞƩ Ğƌ“calls it as we see it” ͘ �t Ğ�ƐƟůů�ďĞůŝĞǀ Ğ�ŝŶ�ŐƌĂǀ ŝƚǇ͘�t Ğ�
believe regulators make mistakes. We believe all bubbles burst. Inves-
tors you now have a decision to make. Have no regrets. Choose wisely.

June
2020

6,001
25,812
6,169

22,288
24,427
12,311


