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In the equivalent of a heartbeat, the decade of the 2010’s is closing. It will be remembered as one of the few decades in the modern era deǀ ŽŝĚŽĨĂŶǇĚĞĮ ŶŝŶŐƐŽĐŝĂů͕ĞĐŽŶŽŵŝĐŽƌĮ ŶĂŶĐŝĂůŵŝƐŚĂƉ͘ /ŶƚŚŝƐƟŵĞ͕ ƚŚĞŵĂƐƚĞƌƐŽĨŐůŽďĂůĞĐŽŶŽŵŝĐŵĂŶĂŐĞŵĞŶƚŚĂǀ ĞĂƉƉĂƌĞŶƚůǇƌĞĞŶŐŝŶĞĞƌĞĚĞĐŽŶŽŵŝĐƐƚŽŽƌĐŚĞƐƚƌĂƚĞƚŚĞŇĂƩ ĞŶŝŶŐŽĨƚŚĞďƵƐŝŶĞƐƐĐǇĐůĞ͕ ĐŽŶƚƌŽůŽĨŝŶŇĂƟŽŶ͕ ŵĂŝŶƚĂŝŶ'  WŐƌŽǁ ƚŚ͕ ĨƵůůĞŵƉůŽǇŵĞŶƚĂŶĚ
ĨŽƌĞǀ ĞƌƌŝƐŝŶŐĂƐƐĞƚƉƌŝĐĞƐ͘ ǇĂŶĚůĂƌŐĞ͕ ƉĞŽƉůĞĨĞĞůďĞƩ ĞƌŽī ĂŶĚŵŽƌĞƐĞĐƵƌĞŝŶϮϬϭϵƚŚĂŶƚŚĞǇǁ ĞƌĞŝŶϮϬϬϵ͘ ǇƌĞĚƵĐŝŶŐƚŚĞĐŽƐƚŽĨŵŽŶĞǇ
to zero, central bankers have either pulled oﬀ the biggest miracle in 2000 years or successfully executed the greatest global economic hoax in
ŚŝƐƚŽƌǇ͘ ůĂƐ͕ ƚŚĞŵŝƌĂŐĞŝƐĨĂĚŝŶŐĂƐĐŽŶƐƵŵĞƌĐŽŶĮ ĚĞŶĐĞǁ ĂŶĞƐ͘  ŌĞƌĂĨƵůůĚĞĐĂĚĞŽĨŝŶĞƌƟĂ͕ ŐŽǀ ĞƌŶŵĞŶƚƐĂƌĞŶŽǁ ďĞŝŶŐĨŽƌĐŝďůǇĚƌĂǁ ŶƚŽ
ƐƚĞƉƵƉƚŽƚŚĞƉůĂƚĞǁ ŝƚŚŵĞĂŶŝŶŐĨƵůĮ ƐĐĂůƉŽůŝĐǇ͘ĞƌĞŌŽĨŝŶŶŽǀ ĂƟǀ ĞŝĚĞĂƐ͕ ƚŚĞǇĂƉƉĞĂƌĚĞƐƟŶĞĚƚŽƉĞƌƉĞƚƵĂƚĞƚŚĞďŝŐŐĞƐƚĚĞĐĞƉƟŽŶŽĨĂůů͘

And For Our Next Trick - Introducing Modern Monetary Theory
Crystal Ball Gazing Into the 2020’s
/Ŷǀ ĞƐƟŶŐĚĞŵĂŶĚƐĐĂƉŝƚĂůƚŽďĞĂůůŽĐĂƚĞĚĂŌĞƌ
forming an opinion of both opaque future ﬁŶĂŶĐŝĂůĐŽŶĚŝƟŽŶƐĂŶĚŝŶǀ ĞƐƚŽƌƌĞĂĐƟŽŶƐƚŽ
them. In an unknowable future, this task is
prone to error with many moving parts. KnowlĞĚŐĞ͕ ĞǆƉĞƌŝĞŶĐĞĂŶĚŝŶƐƟŶĐƚĂƌĞŚĞůƉĨƵůƚŽŽůƐ͘ 
However, ƚŚĞďŝŐŐĞƐƚŽďƐƚĂĐůĞƚŽĨŽƌĞĐĂƐƟŶŐŝƐŶŽƚĂŶƟĐŝƉĂƟŶŐĞĐŽŶŽŵŝĐ
outcomes per se, but rather the policy responses of regulators to them.
They can set and change the rules of the game, to suit their purpose.
The Pavlovian power of regulators to induce economic behaviour should
ŶŽƚďĞƵŶĚĞƌĞƐƟŵĂƚĞĚ͘ E ŽƌƐŚŽƵůĚƚŚĞŝƌƉƌŝŵĂůŝŶƐƟŶĐƚĨŽƌƐĞůĨƉƌĞƐĞƌǀ ĂͲ
ƟŽŶĂŶĚƚŚĞƐƵƌǀ ŝǀ ĂůŽĨƚŚĞƐǇƐƚĞŵ͘ &ŽƌĞǆĂŵƉůĞ͕ ƉŽƐƚ' &ĐŚĞĂƉĂŶĚĞĂƐǇ
credit has lead to increased debt, spending and asset prices around the
planet. Catastrophe averted. But was it resolved or merely postponed?
ZĞŵŝŶŝƐĐŝŶŐŽǀ ĞƌĂŶĂĐŽƌƉŶĞǁ ƐůĞƩ ĞƌƐĨƌĂŵĞĚŝŶƚŚĞůĂƚĞϮϬϬϬ͛ ƐƉƌŽǀ ŝĚĞƐ
some insights as to how much the world has changed since then. We were
ĐŽŶĐĞƌŶĞĚďǇƉĞŽƉůĞďŽƌƌŽǁ ŝŶŐƵƉƚŽϱƟŵĞƐƚŚĞŝƌŝŶĐŽŵĞƚŽďƵǇŚŽƵƐĞƐ͘ 
Now of course loans of 7-ϭϬƟŵĞƐŝŶĐŽŵĞĂƌĞƚŚĞŶŽƌŵ͘  ĞďƚƚŚĂƚƐĂŶŬ
borrowers in the 1990’s, gentriﬁed them in the 2010’s as asset prices rose.
Who in 2009 could really have believed RBA rates could fall from 6% to
0.75%? Or that in 2019, bankers would perversely invest U.S.$16tn into
NEGATIVE YIELDING BONDS simply in the absence of any safer alternaƟǀ Ğ͘ ƌĞƚŚĞƐĞƚŚĞƐŝŐŶƉŽƐƚƐŽĨ' &Ϯ͘ ϬŽƌƚŚĞŶĞǁ ŶŽƌŵĂů͍ dŝŵĞǁ ŝůůƚĞůů͘
With the coming of the new decade there is clear evidence that the fabric
of old world cohesion is stretched. Finally divorcing itself from the 20th
century, many familiar western stalwart systems, structures and values
ĂƌĞĨĂŝůŝŶŐ͕ ĐƌƵƐŚĞĚďǇĂƚĞŶƵŽƵƐƐŽĐŝĂůĂŶĚƉŽůŝƟĐĂůůǇĐŽƌƌĞĐƚĐŝǀ ŝůŝƚǇ͘
K ŶĐĞƉƌŽƵĚƵƌŽƉĞĂŶŶĂƟŽŶƐǁ ŝůůďĞĐŽŵĞŵĞĞŬ͕ ŝŶƚĞƌŶĂƟŽŶĂůĚĞĨĞŶĐĞ
alliances will be tested, global living standards may be challenged and
ƉŽůĂƌŝƐŝŶŐƐŽĐŝĂů͕ƉŽůŝƟĐĂů͕ĞŶǀ ŝƌŽŶŵĞŶƚĂůĂŶĚĞĐŽŶŽŵŝĐǀ ŝĞǁ Ɛǁ ŝůůďĞĐŽŵͲ
mon place as the “haves and have nots” jostle for control. The world will
ďĞĐŽŵĞŝŶĐƌĞĂƐŝŶŐůǇďŝĨƵƌĐĂƚĞĚďǇƚŚĞŶĞĞĚƐŽĨƚŚĞŽůĚĂŶĚĂƐƉŝƌĂƟŽŶƐŽĨ
the young. In Australia, 2 million mostly older people will die, replaced by
ϱŵŝůůŝŽŶŝŵŵŝŐƌĂŶƚƐĂŶĚďŝƌƚŚƐĐŽŶƟŶƵŝŶŐƚŚĞĞǀ ŽůƵƟŽŶŽĨŽƵƌŶĂƟŽŶ͘ 
' ůŽďĂůŝƐĂƟŽŶŽǀ ĞƌƚŚĞůĂƐƚϰϬǇĞĂƌƐĂŶĚŝƚƐƉŽŽƌůǇƵŶĚĞƌƐƚŽŽĚĐŽŶƐĞƋƵĞŶĐͲ
ĞƐǁ ŝůůďĞƵŶǁ ŽƵŶĚĞůĞǀ ĂƟŶŐŐĞŽ-ƉŽůŝƟĐĂůƚĞŶƐŝŽŶƐĐĂƵƐĞĚďǇƵŶĚĞƌůǇŝŶŐ
ƚƌĂĚĞŝŵďĂůĂŶĐĞƐ͕ ĨĂůůŝŶŐŐůŽďĂůŐƌŽǁ ƚŚ͕ ĞŵƉůŽǇŵĞŶƚĂŶĚŶĂƟŽŶĂůŝƐŵ͘ 
In most of the developed world, ƵŶƌĞƉĂǇĂďůĞŶĂƟŽŶĂůĚĞďƚ is now accepted and “normalising” interest rates and ﬁscal responsibility are no longer
concerns. As such, any future crisis may involuntarily trigger a debt jubilee
ŽƌĂĚŽƉƟŽŶŽĨĂŶĂůƚĞƌŶĂƟǀ ĞŵŽŶĞƚĂƌǇƐǇƐƚĞŵ;ŐŽůĚŽƌĐƌǇƉƚŽďĂƐĞĚͿ͘ 
Disenfranchised millennials are now voters and a force to be reckoned
with. Estranged from the property ladder and facing compromised long
term job/income security, this well educated but inexperienced tech savvy
cohort have harnessed social media to push back at capitalism and indusƚƌŝĂůŝƐĂƟŽŶĨĂǀ ŽƵƌŝŶŐŵŽƌĞŝĚĞĂůŝƐƟĐƐŽĐŝĂůĂŶĚŐƌĞĞŶĂŐĞŶĚĂƐ͘ The evil 1%,
the polluters, the corporate proﬁteers and dishonest tax evading global
ŝŶƐƟƚƵƟŽŶƐĂƌĞƵŶĚĞƌƐŝĞŐĞ͕ presumed guilty and publically viliﬁed on
&ĂĐĞďŽŽŬĨŽƌŵŽƌĂůĐƌŝŵĞƐƚŚĞǇŵĂǇŽƌŵĂǇŶŽƚŚĂǀ ĞĐŽŵŵŝƩ ĞĚ͘
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To young eyes, capitalism apparently takes from the poor to reward the
rich just as industry takes the health of mother earth in exchange for
nothing more than global growth. “How dare you!” cries Greta Thunberg.
dŚĞϮϬϮϬ͛ ƐůŽŽŬĚĞƐƟŶĞĚƚŽƵƐŚĞƌŝŶƚŚĞƌŝƐĞŽĨƉŽůŝƟĐĂůĂŶĚĞĐŽŶŽŵŝĐ
socialism –ƚŚĞŐƌĞĂƚůĞǀ ĞůůĞƌ͘ ƉƉĞĂƐŝŶŐďŽŽŵĞƌƐǁ ŚŽƵŶƟůϭϵϴϵĨĞĂƌĞĚ
communism, the new wave will be called ͞ ĚĞŵŽĐƌĂƟĐƐŽĐŝĂůŝƐŵ͟ and
delivered with hubrisďǇǁ ĞĂůƚŚǇĞůŝƚĞƐƚŽĂĐĂƉƟǀ ĞĂƵĚŝĞŶĐĞŽĨďĞůŝĞǀ ĞƌƐ͘ 

Zanacorp’s 2010 Messages In A Minute
Over the last 8 - 10 years, prosperous for investors as they have been, we
have shared with clients our thoughts on the GFC, the mining boom, the
ŚŽƵƐŝŶŐďŽŽŵ͕ ƚŚĞĂƉĂƌƚŵĞŶƚďŽŽŵ͕ ' ƌĞǆŝƚ͕ ƌĞǆŝƚ͕ ŶĞŐĂƟǀ ĞŝŶƚĞƌĞƐƚ
rates, baby boomers, the EU, behavioural ﬁnance, the Trump Eﬀect, the
ƉŽƉƵůĂƟŽŶďŽŽŵŝŶK ǌ͕ŐůŽďĂůĚĞďƚ͕ Į ĂƚĐƵƌƌĞŶĐŝĞƐ͕ ƚŚĞ/Ŷǀ ĞƐƚŵĞŶƚůŽĐŬ
and the rise of China. In each editorial we monotonously referenced the
ƵƐĞŽĨĞǀ ĞƌŵŽƌĞĐƌĞĂƟǀ ĞƵŶĐŽŶǀ ĞŶƟŽŶĂůĞĐŽŶŽŵŝĐƉŽůŝĐŝĞƐĂŶĚƚŚĞƉŽƐƚ
GFC experiment. That experiment is about to go to viral in the petri dish.
͞ ůůƚŚĞĨŽƌĐĞƐŝŶƚŚĞǁ ŽƌůĚĂƌĞŶŽƚƐŽƉŽǁ ĞƌĨƵůĂƐĂŶŝĚĞĂǁ ŚŽƐĞƟŵĞ
has come“ - Victor Hugo

MODERN MONETARY THEORY
dŚĞĞĐŽŶŽŵŝĐǁ ŽƌůĚŝƐĨĂƟŐƵĞĚďǇĂĚĞĐĂĚĞŽĨ
Y ĂŶĚƵŶĐŽŶǀ ĞŶƟŽŶĂůŵŽŶĞƚĂƌǇƉŽůŝĐǇŶŽǁ 
barely able to keep a broken ﬁnancial system
ĂŇŽĂƚ͘ ĨƌĞƐŚĞĐŽŶŽŵŝĐŝĚĞĂŝƐŐĂŝŶŝŶŐƚƌĂĐƟŽŶ͘ 
It is an idea once considered lunacy but now
ƌĞǀ ŽůƵƟŽŶĂƌǇ. A 2020’s panacea to the world’s
problems: Modern Monetary Theory or MMT.
We have researched MMT extensively over many months. Grappling with
its conceptual core, its compelling simplicity and tantalising appeal.
t ĞŚĂǀ ĞǇĞƚƚŽĨŽƌŵĂĐŽŶĐůƵƐŝŽŶŽŶƚŚĞŵĞƌŝƚŽĨD D d͕ ďƵƚďĞŽŶŶŽƟĐĞ͕ 
what you are about to read is quickly becoming mainstream thought in
ƚŚĞŚĂůůƐŽĨŐŽǀ ĞƌŶŵĞŶƚĂƌŽƵŶĚƚŚĞǁ ŽƌůĚĂŶĚŝŶƉĂƌƟĐƵůĂƌ͕ ŝŶƚŚĞŵŝŶĚƐ
ŽĨh ͘ ^͘  ĞŵŽĐƌĂƚƐƐĞĞŬŝŶŐƚŽǁ ŝŶƚŚĞh ͘ ^͘ WƌĞƐŝĚĞŶƟĂůĞůĞĐƟŽŶŽĨϮϬϮϬ͘
In a nutshell, MMT goes like this: Since sovereign governments are monopolies and control their currencies, they are not ﬁscally constrained as households and businesses are.
dƌĂĚŝƟŽŶĂůƚŚŽƵŐŚƚŝƐƚŚĂƚŐŽǀ ĞƌŶŵĞŶƚƐƚĂǆŽƌďŽƌƌŽǁ ĂŶĚƚŚĞŶƐƉĞŶĚ͘ 
MMT suggests governments spend ﬁrst, then tax and borrow. Thus, governments can simply “print” money (via computer entries) to spend and
ŝŶǀ ĞƐƚŝŶƚŚĞŝƌĞĐŽŶŽŵǇƚŽŵĞĞƚƚŚĞŝƌƐŽĐŝĂůŽďũĞĐƟǀ ĞƐĨŽƌũŽďƐ͕ ĞĚƵĐĂƟŽŶ͕ 
healthcare and welfare for all. Magically, this system can even pay for all
the economic costs of climate change. The money never needs to be repaid, as it was simply created on a government computer, then spent!
David Copperﬁeld, eat your heart out, making an elephant disappear
comes nowhere near the scale of this illusion.
ĚŽƉƟŶŐƚŚŝƐŚǇƉŽƚŚĞƐŝƐ͕ ŐŽǀ ĞƌŶŵĞŶƚĚĞĮ ĐŝƚƐĐƌĞĂƚĞĂƉƌŝǀ ĂƚĞƐĞĐƚŽƌƐƵƌͲ
plus thus producing greater private (personal) prosperity. In a keystroke,
MMT unites the interests of government control and equity with the
ƉƌŽĮ ƚŵŽƟǀ ĞƚŚĂƚĚƌŝǀ ĞƐƉƌŝǀ ĂƚĞĞŶƚĞƌƉƌŝƐĞ͘ “Bloody brilliant!” said Ron.
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To counter the ŝŶŇĂƟŽŶĂƌǇƌŝƐŬƐŽĨƉŽƚĞŶƟĂůůǇůŝŵŝƚůĞƐƐƐƉĞŶĚŝŶŐ͕ ƚĂǆĞƐ
(not interest rates) can be used to control the prices of goods and services
ﬂowing within the economy. When full employment is reached and everyone who wants a job has one, taxes are increased on higher income
earners to soak up the excess liquidity and moderate price rises. Money
ďĞĐŽŵĞƐƚŚĞďĂůůĂƐƚĂƉƉŽƌƟŽŶŝŶŐĞƋƵŝƚǇǁ ŝƚŚŝŶƚĞƌĞƐƚƌĂƚĞƐĂƚǌĞƌŽ͕ ƐŽ
those with debt do not pay interest to those with capital. Sound fair?
Some economists argue that elements of MMT are already in play in Europe, Japan, China (even the U.S.) all of whom run massive ﬁscal deﬁcits
ǁ ŝƚŚŽƵƚĂŶǇŵĞĂƐƵƌĞĚŝŶŇĂƟŽŶ͘ &ƌŝŐŚƚĞŶŝŶŐůǇ͕ƚŚŝƐŵĂǇŝŶĨĂĐƚďĞƚƌƵĞ͘ 
Consider now if you will, sovereign governments around the world
ĂĚŽƉƟŶŐĨƵůůďůŽǁ ŶD D d͘  ŽŵĞƐƟĐǁ ĞůĨĂƌĞƉƌŽŐƌĂŵƐĂŶĚƌĞƟƌĞŵĞŶƚ
ƉĞŶƐŝŽŶƐďĞĐŽŵĞĂī ŽƌĚĂďůĞ͘ /ŶĨƌĂƐƚƌƵĐƚƵƌĞďƵŝůĚŝŶŐ͕ ĞĚƵĐĂƟŽŶĂŶĚ
healthcare cost burdens are no longer funded by taxpayers, current or
future. The economic costs of introducing renewable energy and compenƐĂƟŶŐƚŚŽƐĞǁ ŚŽƐƵī ĞƌĨƌŽŵŝƚ͕ ĐŽŵĞŽƵƚŽĨĂĐŽŵƉƵƚĞƌ͘ ^ƵƌĞůǇƚŚŝƐŝƐũƵƐƚ
a Utopian dream that not even Sir Thomas More could have conceived?
/ŵĂŐŝŶĞǇŽƵĂƌĞĂƉŽůŝƟĐŝĂŶůŽŽŬŝŶŐƚŽďƵǇ;ƐŽƌƌǇǁ ŝŶͿǀ ŽƚĞƐ͕ ƉƌŽŵŝƐŝŶŐ
the earth to every millennial or down trodden, overlooked, under emƉůŽǇĞĚŽƌĐůŝŵĂƚĞĐŽŶĐĞƌŶĞĚĐŝƟǌĞŶŝŶǇŽƵƌĐŽŶƐƟƚƵĞŶĐǇ͘, Žǁ ĐŽƵůĚD D d
ŶŽƚďĞĂƐůĂŵĚƵŶŬĨŽƌĂŶǇǁ ĞůůŝŶƚĞŶƟŽŶĞĚƉŽůŝƟĐĂůĂƐƉŝƌĂŶƚ͍
&ƌŽŵƚŚŝƐďƌŝĞĨĞƐƚŽĨŝŶƚƌŽĚƵĐƟŽŶƐŝƚŝƐŚĂƌĚŶŽƚƚŽďĞ
drawn to the sheer simplicity, boldness and apparent
equity of MMT. But hang on a minute...when I was a
kid (with the same wish list that every kid ever born
has had), I remember my mum telling me over and
over again, “money doesn’t grow on trees”.

Brain Teaser
Take no more than 30 seconds to complete this simple problem
using only your mind and not a calculator:You have 1000.
Add 40, add 1000, add 30.
Add 1000 again, add 20, add 1000 again,
and finally add 10.
What is the result?

Answer may be found on the foot of page 4.

dŽƚŚŽƐĞǁ ŚŽĨĂŝůĞĚƚŽĐŽƌƌĞĐƚůǇĂŶƐǁ ĞƌƚŚŝƐƐŝŵƉůĞƋƵĞƐƟŽŶ͕ ƌĞĐŽŐŶŝƐĞƚŚĞ
ƉƌŽƉĞŶƐŝƚǇĨŽƌĞƌƌŽƌǁ ŚĞŶŵĂŬŝŶŐĚĞĐŝƐŝŽŶƐǁ ŝƚŚŝŶĂĚĞƋƵĂƚĞƟŵĞ͘

Where Do You Fit In?
As tax accountants, we prepare many hundreds of tax returns each year. In
this capacity, we rarely see working age taxpayers in the lowest (tax free)
tax bracket. They have no need for tax agent services and usually no investments to speak of and are usually students.
ůŝŵŝŶĂƟŶŐƚŚĞůŽǁ ĞƐƚĞĂƌŶŝŶŐŐƌŽƵƉ͕ ǁ ĞĐŽŵŵŽŶůǇŶŽƚĞŵĂŶǇǁ ŽƌŬŝŶŐ
ĐůŝĞŶƚƐƐĞĞƚŚĞŵƐĞůǀ ĞƐůŽǁ ĞƌŽŶƚŚĞƌĞůĂƟǀ ĞƉĂǇƐĐĂůĞƚŚĂŶƚŚĞǇĂĐƚƵĂůůǇ
are. Whether measured by peer groups or simply by looking at the way
others live, they believe other people earn signiﬁcantly more than they do.
dŽƉƵƚƚŚŝƐŵĂƩ ĞƌŝŶƚŽĂŵŽƌĞĂĐĐƵƌĂƚĞƉĞƌƐƉĞĐƟǀ Ğ͕ ǁ ĞŚĂǀ ĞƌĞƉƌŽĚƵĐĞĚ
below the ATO’s most recent taxpayer data series (2017).

I love my mum. I trust my mum. Like most people who grew up poor in
the Depression years, she knew and taught me the value of money. DurŝŶŐƚŚĞǁ ĂƌǇĞĂƌƐŚĞƌĨĂŵŝůǇƵƐĞĚĐŽƵƉŽŶƐĨŽƌƐƵŐĂƌĂŶĚďƵƩ ĞƌĂŶĚƐŚĞ
ƚŽŝůĞĚůŽŶŐĂŶĚŚĂƌĚŽǀ ĞƌŚĞƌůŝĨĞƟŵĞƚŽƐĞĐƵƌĞĂǁ ĞůůĞĂƌŶĞĚƌĞƟƌĞŵĞŶƚ͘ 
I did not experience these hardships, nor did Wall Street Trader Warren
Mosler or Glen Huntly born Bill Mitchell who dreamed up MMT in the
1990’s in the comfort of Pax Americana. To avoid any confusion in this
ŵĂƩ Ğƌ͕ D D dĚĞŵĂŶĚƐƐŽĐŝĞƚǇƐƵƐƉĞŶĚĂůůďĞůŝĞĨŝŶƚŚĞůĞƐƐŽŶƐŽĨŚŝƐƚŽƌǇ
to adopt an untested theory turning governments into gods.
There are a number of serious ﬂaws in the MMT theory. In a globalised
trading system, sovereign currency control is not as easily earned or retained as MMT assumes. The U.S. dollar currently ƐƟůůĞŶũŽǇƐZĞƐĞƌǀ Ğ
ƵƌƌĞŶĐǇƐƚĂƚƵƐ͘ ^ŚŽƵůĚĂŶǇƉŽůŝƟĐŝĂŶƉƌĞƐƵŵĞŽƚŚĞƌƐǁ ŝůůĐŽŶƟŶƵĞƚŽ
exchange their hard earned eﬀorts for a computer generated ﬁat currenĐǇ͕ƚŚĞǇŵĂǇǁ ĞůůĮ ŶĚƚŚĞǇŚĂǀ ĞĐƌĞĂƚĞĚƚŚĞůĂƚĞƐƚŝŶĐĂƌŶĂƟŽŶŽĨƚŚĞ
Roman Denarius (200 AD), Chinese Flying Paper (700AD) or German PaƉŝĞƌŵĂƌŬ;ϭϵϮϯ Ϳ͘ ůůĨĂŝůĞĚĐƵƌƌĞŶĐŝĞƐŽĨĨŽƌŵĞƌŐůŽƌŝŽƵƐŶĂƟŽŶƐĂŶĚĂůů
ǀ ŝĐƟŵƐŽĨŚǇƉĞƌŝŶŇĂƟŽŶ͘ t ŚǇǁ ŽƵůĚD D dďĞĂŶǇĚŝī ĞƌĞŶƚ͍ ƌĞĂƟŶŐ
ŵŽŶĞǇĚĞďĂƐĞƐĐƵƌƌĞŶĐǇƵŶƟůŝƚŝƐǁ ŽƌƚŚůĞƐƐ͕ ƚŚƵƐŝƚŚĂƐďĞĞŶĂŶĚƚŚƵƐŝƚ
will always be.
t Ğǁ ŝůůŶŽĚŽƵďƚƌĞǀ ŝƐŝƚD D dŝŶĨƵƌƚŚĞƌĚĞƚĂŝůŝŶϮϬϮϬ͘ WƌĞƐŝĚĞŶƟĂůĐĂŶĚŝͲ
dates including front runner Liz Warren have run with MMT to fund Alexandria Ocasio-Cortez’s popular Green New Deal program. Stay tuned.
D Ăƌǆ͕>ĞŶŝŶĂŶĚD ĂŽǁ ŽƵůĚĨĞĞůŐƌĂƟĮ ĞĚƚŚĂƚƚŚĞŝƌŝĚĞŽůŽŐŝĐĂůĨƌĂŵĞǁ ŽƌŬ
has ﬁnally captured the hearts and minds of their nemesis, the U.S. The
failure of the capitalist economic system people so trusted, to deliver
the outcomes they so wanted, has made them open to believe in an old
idea that promises all they desire. How do you think this will end?
Australia is 3-5 years behind the rest of the world. We are only just discovering Zero Interest Rate Policy (ZIRP) and Josh Frydenberg is single
ŵŝŶĚĞĚůǇƉƵƌƐƵŝŶŐĂďƵĚŐĞƚƐƵƌƉůƵƐƚŽĞƐƚĂďůŝƐŚŚŝƐĞĐŽŶŽŵŝĐĐƌĞĚĞŶƟĂůƐ͘ 
, Žǁ ŽƌƚŚŽĚŽǆ͘E Ğǀ ĞƌŵŝŶĚŚĞǁ ŝůůďĞĐŽŶǀ ĞƌƚĞĚƚŽD D dŝŶƟŵĞ͘ 
For the moment, with the government MIA, the RBA is using lower interest rates as the mechanism to prop up the Australian economy and resurrect the conﬁdence of homeowners to borrow and spend. Especially
ƐƉĞŶĚ͘ dŚŝƐƐƚƌĂƚĞŐǇŝŶĐƌĞĂƐĞƐƚŚĞŐĂƉďĞƚǁ ĞĞŶƌŝĐŚĂŶĚƉŽŽƌŝŶŇĂƟŶŐƚŚĞ
prices of those who own ﬁnancial assets and increasing the debt burden
for those who don’t. Unfortunately, the economic impetus of lower interest rates has dissipated, just as the so called “wealth eﬀect” of higher
ŚŽƵƐĞƉƌŝĐĞƐŝƐŝŶĐƌĞĂƐŝŶŐůǇŝŶĞī ĞĐƟǀ Ğ͘ dŚĞǇĂƌĞŽůĚƚƌŝĐŬƐ͕ ƐĞĞŶďĞĨŽƌĞ͘ 
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Looking at the table it is clear the biggest taxpayer group (40.4%), by a long
margin earns between $37,000 and $80,000. Only 18% of the community
earns more than this and of those, only 3.1% earn over $180,000 to enjoy
the privilege of paying nearly half their marginal income in tax.
As a consequence of failing to understand what most taxpayers earn,
ŵĂŶǇƉĞŽƉůĞďĞůŝĞǀ ĞƚŚĞǇĞĂƌŶƚŽŽůŝƩ ůĞƚŽďĞĂƚƌŝƐŬŽĨĂŶdK ĂƵĚŝƚŽƌ
review. This is also simply not true. The ATO casts a wide net when determining which taxpayers to select for review to maintain the integrity of the
system.
We wish to remind all clients that this year, ATO computer system enhancements now transmit granular detail of all tax claims made by taxpayĞƌƐ͘ /ŵƉƌŽǀ ĞĚƐŽƌƟŶŐŽĨƚĂǆƉĂǇĞƌƐďǇďŽƚŚŝŶĐŽŵĞůĞǀ ĞůĂŶĚŽĐĐƵƉĂƟŽŶ
ĐůĂƐƐŝĮ ĐĂƟŽŶŚĂǀ ĞĂůƐŽďĞĞŶŝŵƉůĞŵĞŶƚĞĚ͘ 
Finally, greatly expanded computer data matching is providing the Tax
Oﬃce with surprisingly broad access to both share and property sales inĨŽƌŵĂƟŽŶƚŽŝĚĞŶƟĨǇƉŽƚĞŶƟĂůĐĂƉŝƚĂůŐĂŝŶƐƚĂǆůŝĂďŝůŝƟĞƐĂŶĚŝŶĐŽŵĞ
earned from overseas sources reported by other countries.
K ƵƌŝŶŝƟĂůŽďƐĞƌǀ ĂƟŽŶƐƚŚŝƐƚĂǆƐĞĂƐŽŶĂƌĞƚŚĂƚ͕ ĂůƚŚŽƵŐŚǁ ĞĂƐƚĂǆĂŐĞŶƚƐ
ĂƌĞďĞŝŶŐƉƌŽǀ ŝĚĞĚǁ ŝƚŚďĞƩ ĞƌŝŶĨŽƌŵĂƟŽŶĨƌŽŵƚŚĞdK ͕ ŝŶĐůƵĚŝŶŐƉƌĞlodgement warnings of possibly excessive taxpayer claims, they are more
ƉƌŽĂĐƟǀ ĞŝŶƌĞǀ ŝĞǁ ŝŶŐĐůĂŝŵƐ͘ E Žǁ ŵŽƌĞƚŚĂŶĞǀ Ğƌ͕ ŐŽŽĚƌĞĐŽƌĚŬĞĞƉŝŶŐ
ƐŚŽƵůĚďĞƚŚĞŽďũĞĐƟǀ ĞŽĨĂůůƚĂǆƉĂǇĞƌƐŝŶĐůƵĚŝŶŐŝŶǀ ĞƐƚŽƌƐĂŶĚĨĞǁ ƉĞŽƉůĞ
should believe they are immune from review. Computer generated audits
ĐŽƐƚƚŚĞŐŽǀ ĞƌŶŵĞŶƚŶŽƚŚŝŶŐ͕ ĂŌĞƌĂůůƚŚĞǇĞǀ ĞŶŽǁ ŶƚŚĞƉŽƐƚĂůƐĞƌǀ ŝĐĞ
ƚŚĂƚǁ ŝůůĚĞůŝǀ ĞƌǇŽƵǇŽƵƌƋƵĞƐƟŽŶŶĂŝƌĞ;ϯ ĚĂǇƐůĂƚĞͿ͘
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The Search For Yield - Then And Now

Investment Costs, Advice and Tactical Asset Allocation

In 2009 investors chastened by signiﬁcant capital losses from growth assets following the GFC, retreated to the safety of bank term deposits yieldŝŶŐĂƌŽƵŶĚϲй ͘ ůƚŚŽƵŐŚŐĞŶĞƌĂƟŶŐůĞƐƐƌĞƚƵƌŶƚŚĂŶŽƚŚĞƌĂƐƐĞƚƐ͕ return
of capital was more important than return on capital. Fast forward ten
years and term deposits have been binned and investors have been forced
to take higher risks again to achieve a reasonable return on capital. Return
of capital has once again been relegated in the search for yield.

Zanacorp has professionally managed investors’ money spanning the last
4 decades. We are paid to provide sound advice and deliver ﬁnancial
results. We have seen mighty investment houses rise and fall, investment
fads come and go and soaked up as much knowledge and experience
from industry luminaries as we possibly could. That quest is unending.

dĂŬĞƐŽŵĞƟŵĞƚŽĚŝŐĞƐƚƚŚĞĐŚĂƌƚďĞůŽǁ ͘ dŚĞƌĞĚďĂƌƐĂƌĞƚŚĞǇŝĞůĚƐŽĨϭϬ
years ago (2009). The blue bars are current (2019) investment yields. It is
enough to make an investor cry. No major asset class today will earn 6%
Ğǀ ĞŶĂƐƐƵŵŝŶŐĞůĞǀ ĂƚĞĚĐĂƉŝƚĂůƌŝƐŬ͘ ŽŶƟŶƵŽƵƐůǇůŽǁ ŝŶƚĞƌĞƐƚƌĂƚĞƐ
served to drive up prices thereby reducing yields. Thus most investments
now unavoidably carry risks and we are all in them to some extent.

The Zanacorp house view has not changed over the course of 2019. We
remain ﬁrmly of the opinion that a major ﬁnancial reset is imminent. However, with Australia unexpectedly moving towards ZIRP, that risk has been
pushed out a further 12 months. In response, we have maintained current
ĐůŝĞŶƚƉŽƌƞŽůŝŽǁ ĞŝŐŚƟŶŐƐƚŽŐƌŽǁ ƚŚĂƐƐĞƚƐƌĂƚŚĞƌƚŚĂŶƌĞĚƵĐĞƚŚĞŵ͘
We concede that a year ago, we did not expect the Haynes Royal Commission responsible lending measures to be wholly abandoned within 9
months. Yet they have. We concede we did not expect the ALP to lose the
ƵŶůŽƐĂďůĞĞůĞĐƟŽŶĂŶĚƚŚĞŝƌŶĞŐĂƟǀ ĞŐĞĂƌŝŶŐͬ ' dĂŶĚĨƌĂŶŬŝŶŐĐƌĞĚŝƚ
measures to simply go away. Yet they did. Finally, we concede we did not
ĐŽŶƐŝĚĞƌƉůĂƵƐŝďůĞƚŚĞĂĐƟŽŶƐŽĨWZ͕ ƚŚĞZĂŶĚdƌĞĂƐƵƌǇƚŽƌĞĚƵĐĞ
interest rates to a level below 1%, or repeatedly and publicly express the
view that Australia will print money (via QE) in 2020, or regulate for 10
year interest only loans for borrowers. Yet they have.
Given such a determined eﬀort to underpin spending, we concede that
asset prices are likely to remain extremely elevated for a while yet.

Sydney & Melbourne House Prices – On A Tear
/Ŷϭϴϵϳ /ǀ ĂŶWĂǀ ůŽǀ ĚĞŵŽŶƐƚƌĂƚĞĚƌĞƉĞƟƟǀ ĞĐŽŶĚŝƟŽŶŝŶŐĐĂŶŝŶĚƵĐĞƵŶͲ
natural behaviour in animals. Australian bankers of 2019 know this too.
Drop interest rates by 50%, relax lending rules (again) and watch borrowers queue up for loans. It’s very simple stuﬀ and has fuelled one of the
most blistering periods of house price growth in years up 5% in 3 months.
Acknowledging volumes remain low and high end houses have signiﬁcantly outperformed most others, nothing has fundamentally changed in the
last 3 months except the reduced cost and increased access to debt.
ŌĞƌƚŚĞƵŐƵƐƚŝŶƚĞƌĞƐƚƌĂƚĞĐƵƚƚŽϭй ͕ ƚŚĞZǁ ŝůůŝŶĨĂŵŽƵƐůǇďĞƌĞͲ
membered as saying :“We can be conﬁdent that lower interest rates will
push up asset prices and I think that later on we will have problems because of that “; ƌWŚŝůŝƉ>Žǁ Ğ͕ Ϯϲ͘ Ϭϴ͘ ϮϬϭϵͿ͘ zĞƚƚŚĞǇƐƟůůĚŝĚŝƚ–
ŬŶŽǁ ŝŶŐůǇůŝŐŚƟŶŐƚŚĞǁ ŝĐŬƚŚĂƚǁ ŝůůďƵƌŶĂŶĞĐŽŶŽŵǇ͘These heroes in a
boom, will be exposed as villains in a bust. Leading the naïve into peril.
We welcome policy support to moderate house price declines and limit
ůŽƐƐĞƐĂŶĚĐŽŶĮ ĚĞŶĐĞ͘ dŚĞƉƌŽƉĞƌƚǇŵĂƌŬĞƚǁ ĂƐĮ ŶĂůůǇƐĞůĨĐŽƌƌĞĐƟŶŐƚŽĂ
sustainable level and oﬀering ﬁrst home buyers a reasonable entry point.
ŌĞƌĂǀ ĞƌǇůŽŶŐƉĞƌŝŽĚŽĨƐƵƐƚĂŝŶĞĚƉƌŝĐĞƌŝƐĞƐ͕ ďƵǇĞƌƐĂŶĚƐĞůůĞƌƐǁ ĞƌĞ
Ăƌƌŝǀ ŝŶŐĂƚĂƌĂƟŽŶĂůŵĞĞƟŶŐƉŽŝŶƚ͘ t ŝƚŚƚŚĞƐƚƌŽŬĞŽĨĂƉĞŶƚŽŵĞĞƚƐŚŽƌƚ
term goals, the RBA wiped out any lessons that moderate debt was smart.

email: reception@zanacorp.com.au

Passive versus Active Investing (Lower Cost for Higher Risk)
In Australia and around the world, the investment industry is grappling
ǁ ŝƚŚƚŚĞǀ ĞǆĞĚƋƵĞƐƟŽŶŽĨŝŶǀ ĞƐƚŵĞŶƚĐŽƐƚƐĂŶĚĨĞĞƐĂŶĚƚŚĞŝƌƌĞůĂƟŽŶͲ
ship with investment returns. This issue is not new nor truly resolved.
ƵƌŝŽƵƐůǇ͕ƚŚŝƐĚĞďĂƚĞŽŌĞŶĂƌŝƐĞƐůĂƚĞŝŶĂďƵůůŵĂƌŬĞƚĐǇĐůĞĂŌĞƌŵĂƌͲ
kets have reached unexpected levels and favouring index funds/ETFs that
ŵƵƐƚƌĞŵĂŝŶĨƵůůǇŝŶǀ ĞƐƚĞĚ͕ ŝƌƌĞƐƉĞĐƟǀ ĞŽĨŚĞŝŐŚƚĞŶĞĚŵĂƌŬĞƚƌŝƐŬƐ͘
Simplifying a complex analysis, index funds and ETFs are low cost as they
ĂƌĞĐŽŵƉƵƚĞƌĚƌŝǀ ĞŶŵŽĚĞůƐƚƌĂĐŬŝŶŐĂŶŝŶĚĞǆ͘dŚĞƌĞŝƐůŝƩ ůĞŚƵŵĂŶŝŶƚĞƌͲ
ǀ ĞŶƟŽŶ͘  ŽŵŝŶĂƟŶŐĨƵŶĚŇŽǁ Ɛǁ ŚŝĐŚŝƚƐĞůĨĚƌŝǀ ĞƐƵƉŝŶĚŝĐĞƐ͕ ƚŚĞǇĂƌĞ
now an embedded part of the pricing problem. /Ŷǀ ĞƐƚŽƌƐŽŌĞŶƵŶŬŶŽǁ Ͳ
ingly, assume all market risksǁ ŝƚŚŶŽŵĞĐŚĂŶŝƐŵƚŽƋƵĂƌĂŶƟŶĞůŽƐƐĞƐ͘ 
dŚŝƐǁ ŝůůůŝŬĞůǇďĞŝĚĞŶƟĮ ĞĚǁ ŚĞŶŵĂƌŬĞƚƐƐƵī ĞƌĂƐƵĚĚĞŶĨĂůůĂŶĚĐĂƉŝƚĂů
ŝƐĚĞƐƚƌŽǇĞĚ͘ ĐƟǀ ĞĨƵŶĚŵĂŶĂŐĞƌƐŵĂŶĂŐĞďŽƚŚƌŝƐŬĂŶĚƌĞƚƵƌŶ͘ D ŽƐƚ
ŐŽŽĚĂĐƟǀ ĞŝŶǀ ĞƐƚŵĞŶƚŵĂŶĂŐĞƌƐĂƌĞĐƵƌƌĞŶƚůǇŚĞĚŐĞĚƚŽƉƌŽƚĞĐƚƚŚĞŝƌ
investors’ capital against the risk of loss. Naturally, being more conservaƟǀ ĞůǇƉŽƐŝƟŽŶĞĚ͕ ŵĂŶǇ;ŶŽƚĂůůͿŚĂǀ ĞƵŶĚĞƌƉĞƌĨŽƌŵĞĚ͘ dŚĞĚƵƌĂƟŽŶĂŶĚ
extent regulators have gone to distort investment fundamentals and
prop up unsustainable asset prices has made many of the most respected
asset managers appear foolish, even Warren Buﬀet, at least for now.
/ŶŽƵƌĞǆƉĞƌŝĞŶĐĞ͕ ƚŚĞďĞƐƚĂĐƟǀ ĞŝŶǀ ĞƐƚŵĞŶƚŵĂŶĂŐĞƌƐĐŽŶƐŝƐƚĞŶƚůǇƉƌŽͲ
duce more reliable and superior net returns in the long run. Having seen
ŝŶǀ ĞƐƚŽƌĨĞĂƌŵĂŶǇƟŵĞƐĚƵƌŝŶŐƉĞƌŝŽĚƐŽĨŵĂƌŬĞƚƚƵƌŵŽŝů͕ƐǇƐƚĞŵƐƚŚĂƚ
protect capital are invariably valued more than lower costs. On the Titanic, those ƉĞŽƉůĞǁ ĂŶƟŶŐƚŽďĞŶĞĂƌƚŚĞůŝĨĞďŽĂƚƐůŽŽŬĞĚƐƚƵƉŝĚ͕ ƵŶƟů
the ship hit an iceberg͘ t ĞĞǆƉĞĐƚƚŚĞŶĞǆƚŵĂƌŬĞƚĐŽƌƌĞĐƟŽŶǁ ŝůůďĞ
horriﬁc. Many investors without life vests will drown ruing their blinkered
pursuit of low fees. We do not apologise for erring on the side of investŵĞŶƚĐĂƵƟŽŶ͕ ƐƚĞĞƌŝŶŐĐůŝĞŶƚƐƚŽƐĂĨĞƚǇǁ ŝƚŚƚŚĞĂƐƐŝƐƚĂŶĐĞŽĨƚŚĞďĞƐƚ
investment managers and tools available albeit at a modest cost.

Investment Advice Trends in The 2020’s
Zanacorp believes investment advice is deeply personal and should not
be “bulk billed”. Responding to increased compliance burdens, large adviƐŽƌǇŝŶƐƟƚƵƟŽŶƐĂŶĚŝŶĚƵƐƚƌǇĨƵŶĚƐĂƌĞĂĚŽƉƟŶŐ“robo-advice”: low cost,
pre-ĚĞƚĞƌŵŝŶĞĚĐŽŵƉůŝĂŶƚĂĚǀ ŝĐĞ͕ ďĂƐĞĚŽŶŽŶůŝŶĞŝŶƚĞƌĂĐƟŽŶƐĂŶĚƋƵĞƐͲ
ƟŽŶŶĂŝƌĞƐ͘ /ƚŵĂǇďĞƚŚĞĚĞůŝǀ ĞƌǇƐǇƐƚĞŵŽĨƚŚĞĨƵƚƵƌĞ͕ ďƵƚŝƐƵŶůŝŬĞůǇƚŽ
ĚĞůŝǀ ĞƌƚŚĞďĞƐƚƌĞƐƵůƚĂƐŝƚŝƐƚƌĂŶƐĂĐƟŽŶďĂƐĞĚĂĚǀ ŝĐĞ͕ ŶŽƚƐƚƌĂƚĞŐŝĐĂĚͲ
vice. Robo–ĂĚǀ ŝĐĞŝƐĐŚĞĂƉĂŶĚƵŶŝĚŝŵĞŶƐŝŽŶĂůƉƌŽƚĞĐƟŶŐƚŚĞŝŶƐƟƚƵƟŽŶ
ĨƌŽŵůŝƟŐĂƟŽŶ͕ ďƵƚŝƚƐǀ ĂůƵĞŝŶŐĞŶƵŝŶĞůǇĨƵůĮ ůůŝŶŐƚŚĞůŽŶŐƚĞƌŵŐŽĂůƐŽĨ
ĐůŝĞŶƚƐŝƐĂƌŐƵĂďůĞ͘ t ĞŽŌĞŶƐĞĞŶĞǁ ĐůŝĞŶƚƐ late in life that could have
ŐƌĞĂƚůǇďĞŶĞĮ Ʃ ĞĚĨƌŽŵƐƚƌĂƚĞŐŝĐŝŶǀ ĞƐƚŵĞŶƚĂĚǀ ŝĐĞŵƵĐŚĞĂƌůŝĞƌŝŶůŝĨĞ
but didn’t know, didn’t ask or didn’t pay. A costly error.
We feel we have a bond with every client who has trusted us to manage
their investment capital. With each person or couple or family, we have
shared our mutual experiences and insights and developed deﬁned obũĞĐƟǀ ĞƐĂŶĚŝŶǀ ĞƐƚŵĞŶƚƐƚƌĂƚĞŐŝĞƐƚŽďĞƐƚŵĞĞƚƚŚĞŝƌƐƉĞĐŝĮ ĐŐŽĂůƐ͘ K Ƶƌ
role is as a complete ﬁnancial adviser not an investment order taker.
An important bi-ƉƌŽĚƵĐƚŽĨŽƵƌƉĞƌƐŽŶĂůĐůŝĞŶƚƌĞůĂƟŽŶƐŚŝƉƐŝƐƚŚĂƚǁ Ğ
oﬀer a sounding board for our clients to help them deal with the very
unique issues that confront them. We provide ﬁnancial guidance to clients who may have lost a loved one, suﬀered an illness, need advice with
ĂŐĞĚĐĂƌĞ͕ Į ŶĂŶĐŝĂůůǇĂƐƐŝƐƚĂĐŚŝůĚ͕ ƐŚŝŌŚŽƵƐĞŽƌƐŝŵƉůǇďƵǇĂĐĂƌ͘ ĂƌŝŶŐ͕ 
ŝŵƉĂƌƟĂůĂĚǀ ŝĐĞ͕ ǁ ŚĞŶŝƚŝƐŶĞĞĚĞĚŵŽƐƚ͘ dŚŝƐŝƐƉĂƌƚŽĨǁ ŚĂƚǁ ĞĚŽĂŶĚ
ŚŽǁ ǁ ĞďĞůŝĞǀ Ğǁ ĞŵĂŬĞĂƉŽƐŝƟǀ ĞĚŝī ĞƌĞŶĐĞƚŽƉĞŽƉůĞ͛ Ɛůŝǀ ĞƐ͘ 
As the founding director of our business, your writer is proud to lead all
the staﬀ employed by Zanacorp. Our team is not only passionate about
ŽƵƌĐůŝĞŶƚƐĞƌǀ ŝĐĞƚŽǇŽƵ͕ ƚŚĞǇĂƌĞŝŶƋƵŝƐŝƟǀ ĞĂŶĚĐŽŶƐƚĂŶƚůǇĐŚĂůůĞŶŐŝŶŐ
our ongoing methodologies and processes to improve our service oﬀering. All that said, we never lose sight of the fact that we are paid to use
our investment skills to enhance the ﬁnancial outcome for clients.

Phone (03) 9523 9300

www.zanacorp.com.au
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 ĞƐƉŝƚĞƚŚĞĚŝŐŝƚĂůƌĞǀ ŽůƵƟŽŶŽĨƚŚĞϮϭ century, the basics of successful
ŝŶǀ ĞƐƟŶŐŚĂǀ ĞƌĞŵĂŝŶĞĚĐŽŶƐƚĂŶƚĂƐƚŚĞǇŚĂǀ ĞĨŽƌĐĞŶƚƵƌŝĞƐ͘ dŚĞŝŶƚĞƌͲ
ŶĞƚŚĞůƉĨƵůƚŽƐŽŵĞ͕ ŚĂƐŽŌĞŶďĞĞŶŵŽƌĞĂŶŝŵƉĞĚŝŵĞŶƚƚŽƐƵĐĐĞƐƐ
than a pathway to it, focussing on ideas instead of long term strategies.
ĂƐŚ͕ ďŽŶĚƐ͕ ĞƋƵŝƟĞƐ͕ ƉƌŽƉĞƌƚǇ͕ŝŶĨƌĂƐƚƌƵĐƚƵƌĞĂŶĚĚĞďƚĂƌĞƚŚĞƉŝĞĐĞƐ
on an investor’s chessboard. Although we all play with the same pieces,
the rules of the game are ﬂuid. In Australia, for many, many reasons,
ϴϬй ŽĨƵƐƚƌĂůŝĂŶƐƌĞƟƌĞǁ ŝƚŚŽƵƚĂƩ ĂŝŶŝŶŐƚŚĞŝƌƉĞƌƐŽŶĂůůĞǀ ĞůŽĨĮ ŶĂŶͲ
cial security, but mostly they lacked a plan and/or a process.
t ŝƚŚŝŶƚŚĞĂƐƐĞƚĐůĂƐƐƵŶŝǀ ĞƌƐĞ͕ ďĞŝŶŐĂƚƚŚĞƌŝŐŚƚƉůĂĐĞĂƚƚŚĞƌŝŐŚƚƟŵĞ
ĂƐŽŌĞŶĂƐƉŽƐƐŝďůĞĂŶĚŚĂǀ ŝŶŐƚŚĞĐŽƵƌĂŐĞƚŽƐƚĞƉĂǁ ĂǇĨƌŽŵĂŶŽǀ ĞƌͲ
ŚĞĂƚĞĚŵĂƌŬĞƚďĞĨŽƌĞŝƚƚƵŵďůĞƐ͕ ĂƌĞƟŵĞůĞƐƐƐĞĐƌĞƚƐŐĞŶĞƌĂƟŶŐǀ ĂůƵĞ͘
Assigned the task of making money for clients, we learned many years
ago that most balanced investments funds are not what they seem and
nearly always cause investors grief once in a decade. Zanacorp rejects
ƚŚĞ͞ ŽŶĞƐŝǌĞĮ ƚƐĂůů͟ ŵĂŶƚƌĂĂŶĚĚĞƐŝŐŶƐ͞ ƚĂŝůŽƌŵĂĚĞ͟ ƐŽůƵƟŽŶƐĨŽƌ
ĞĂĐŚĐůŝĞŶƚŵĂƚĐŚŝŶŐĂƐƐĞƚĂůůŽĐĂƟŽŶƐƚŽƌŝƐŬƚŽůĞƌĂŶĐĞĂŶĚĞŵƉůŽǇŝŶŐ
dedicated, best of breed single asset class fund managers as satellites to
ĞŶŚĂŶĐĞƚŚĞƌĞƚƵƌŶƐĨƌŽŵŽƵƌĐŽƌĞĐŽŶƐĞƌǀ ĂƟǀ ĞĂƐƐĞƚďĂƐĞ͘ ĂĐŚŽĨŽƵƌ
ĐůŝĞŶƚƐ͛ ƉŽƐŝƟŽŶƐŝƐĂďĞƐƉŽŬĞƐŽůƵƟŽŶŝŶĐŽƌƉŽƌĂƟŶŐŽƵƌďĞƐƚŝĚĞĂƐďŽƚŚ
ĂƚƚŚĞƟŵĞŽĨƚŚĞŝƌŝŶŝƟĂůŝŶǀ ĞƐƚŵĞŶƚĂŶĚĂůůƌĞǀ ŝĞǁ ƐƚŚĞƌĞĂŌĞƌ͘

fewer countries and reducing its reliance on China. The de-coupling of the
U.S. from China is real and permanent. The U.S. was duped by strategically
superior successive Chinese leaders. Now Xi Jinping has made it clear that
China seeks economic power with no interest in democracy. Hong Kong
and then Taiwan present non U.S. ideological hotspots for China.
In terms of global security, the U.S. has largely singlehandedly funded and
operated NATO and the UN since WWII. The rest of the world enjoyed
free and secure trade with Sth Korea, Saudi Arabia, China and Germany
ďĞŝŶŐƚŚĞŵĂŝŶďĞŶĞĮ ĐŝĂƌŝĞƐ͘ /ƚƐĞƌǀ ĞĚĂĐŽŵŵŽŶŝŶƚĞƌĞƐƚďŽƚŚƉƌŽƚĞĐƟŶŐ
Allies and containing communist creep. In the 2020’s we expect things will
change. The mighty U.S. Naval Defence system has protected global mariƟŵĞƚƌĂĚĞƌŽƵƚĞƐĨŽƌĚĞĐĂĚĞƐĨĂĐŝůŝƚĂƟŶŐƚŚĞƐĂĨĞŇŽǁ ŽĨŽŝůĂŶĚŐŽŽĚƐ
around the planet. dŚŝƐŵĂƌŝƟŵĞƉƌŽƚĞĐƟŽŶǁ ŝůůŝŶĨƵƚƵƌĞ͕ ĐŽŵĞĂƚĂĐŽƐƚ͘ 
As such, countries will need to decide where their future allegiances lie.
t ŝƚŚŵĂƚĞƌŝĂůĂŶĚŝŶƚĂŶŐŝďůĞƐƚƌĂĚĞďĞĐŽŵŝŶŐŝŶĐƌĞĂƐŝŶŐůǇĨƌĂĐƟŽƵƐ͕ techŶŽůŽŐǇ;ŝŶĐůƵĚŝŶŐϱ' Ϳǁ ŝůůďĞƚŚĞĐŚŝĞĨďĂƩ ůĞĮ ĞůĚŽŶǁ ŚŝĐŚƚƌĂĚĞǁ ĂƌƐ
ĂŶĚƉŽůŝƟĐĂůĐŽŶŇŝĐƚƐǁ ŝůůƉůĂǇŽƵƚ͘ Many countries dependant on both
ƚŚĞh ͘ ^͘ ĂŶĚŚŝŶĂ;ƵƐƚƌĂůŝĂŝŶƉĂƌƟĐƵůĂƌͿŵĂǇďĞĐŽŵĞĞŵďƌŽŝůĞĚŝŶƚŚŝƐ
ďĂƩ ůĞĨŽƌƚŚĞĨƵƚƵƌĞ͕ ĨƵůĮ ůůŝŶŐĂĐůĂƐƐŝĐƌĞ-enactment of Thucydides' Trap.

Energy Independence & Demographics

We pay for strategic asset advice so that our clients can proﬁt from it.
/ƚŝƐŶŽĐŽŝŶĐŝĚĞŶĐĞƚŚĂƚŽƵƌĐůŝĞŶƚƉŽƌƞŽůŝŽƐŝŶĐůƵĚĞĚŝŶĨƌĂƐƚƌƵĐƚƵƌĞ
assets, long before they became popular. Nor should it surprise that in
2012, with both the A$ and the U.S.$ at parity and overseas markets
ridiculously cheap, we moved clients out of defensives and Australian
shares into overseas assets to capture their strong rebound. When listed
ƉƌŽƉĞƌƚǇĂƐƐĞƚƐƚĂŶŬĞĚŽƵƌĂƐƐĞƚĂůůŽĐĂƟŽŶƐŚŝŌĞĚƚŽďƵǇĂƚĚŝƐĐŽƵŶƚ
ƉƌŝĐĞƐĂŶĚƚŚĞŶŵŽƐƚƌĞĐĞŶƚůǇŽƵƌƐŚŝŌŝŶƚŽĐŽŶƐĞƌǀ ĂƟǀ ĞďŽŶĚĨƵŶĚƐ
have delivered equity like returns from even the most low risk assets.
dŚŝƐŝƐďƵǇůŽǁ ͕ ƐĞůůŚŝŐŚŝŶĂĐƟŽŶ͘ It does not just happen on its own, it
must be contemplated and executed. Easier said than done, it has been
our modus operandi for decades. Most clients know that.
Over the years our personal service investment oﬀering has enabled us
ƚŽƚĞĂƐĞĐŽŶƐĞƌǀ ĂƟǀ ĞŝŶǀ ĞƐƚŽƌƐŝŶƚŽŐƌŽǁ ƚŚĂƐƐĞƚƐĂŶĚƚĞŵƉƚŚŝŐŚĞƌƌŝƐŬ
ƚĂŬĞƌƐŝŶƚŽĂƐƐĞƚƐƚŚĂƚĚĞůŝǀ ĞƌĞĚƐƵƉĞƌŝŽƌƌĞƚƵƌŶƐǁ ŝƚŚůŽǁ Ğƌǀ ŽůĂƟůŝƚǇ͘/Ŷ
each case, expanding narrow investment views enhanced client returns.
So how have clients done? Broadly speaking, all Zanacorp clients (incl
ĐŽŶƐĞƌǀ ĂƟǀ ĞƌĞƟƌĞĞƐͿ͕ ŚĂǀ ĞĞŶũŽǇĞĚŝŶǀ ĞƐƚŵĞŶƚƌĞƚƵƌŶƐAFTER fees of
7% pa to 10% pa over the last 7 years. This places Zanacorp returns in
the top 15% of all managed investment funds in Australia.
/ƚŝƐŶŽƚŽŌĞŶǁ ĞƐŝŶŐŽƵƌŽǁ ŶƉƌĂŝƐĞƐ͕ ďƵƚĂƐƚŚŝƐĚĞĐĂĚĞĐŽŶĐůƵĚĞƐ͕ ǁ Ğ
feel every client should be assured they are in steady hands and always
will be due to the outstanding eﬀorts of all Zanacorp team members.
We are proud to be of service to clients and proud of our achievements.
ƐĞůƵĚĞĚƚŽŝŶŽƵƌD ĂƌĐŚϮϬϭϵŶĞǁ ƐůĞƩ Ğƌ͕ ĂĚǀ ŝƐĞƌĨĞĞĂƌƌĂŶŐĞŵĞŶƚƐ
ĂƉƉůǇŝŶŐƚŽŝŶǀ ĞƐƚŵĞŶƚƐĂƌĞďĞŝŶŐĂůƚĞƌĞĚĞī ĞĐƟǀ ĞŝŶϮϬϮϭ͘ t ĞŚĂǀ Ğ
ƉƌŽĂĐƟǀ ĞůǇĞŶŐĂŐĞĚǁ ŝƚŚĐůŝĞŶƚƐƐŝŶĐĞD ĂƌĐŚĂŶĚŚĂǀ ĞďĞĞŶŚƵŵďůĞĚďǇ
ƚŚĞĂƉƉƌĞĐŝĂƟŽŶƐŚŽǁ ŶďǇŽƵƌůŽŶŐĞƐƚƐĞƌǀ ŝŶŐĐůŝĞŶƚƐ͘ dŽĂůůƚŚŽƐĞĐůŝͲ
ents we oﬀer our sincerest of thanks for your loyalty, trust and support.

Our June 2012 investment update gave clients a heads up on the new U.S.
development of shale oil and gas. The chart above reveals what this revoůƵƟŽŶŚĂƐďĞĐŽŵĞ͘ /ŶůĞƐƐƚŚĂŶϭϬǇĞĂƌƐƚŚĞh ͘ ^͘ ŝƐŽŝůƐĞůĨ-suﬃcient. A
ƌĞĐĞŶƚh ͘ ^͘ ƉĞƚƌŽůĞƵŵŝŶĚƵƐƚƌǇĂƌƟĐůĞǁ ĞŶƚƵŶĚĞƌƚŚĞďĂŶŶĞƌ“Shale oil
now means you don’t have to send your kid over there to get killed”.
Think about that for a moment. Not only has OPEC (Oil Producing ExƉŽƌƟŶŐŽƵŶƚƌŝĞƐͿůŽƐƚďŝůůŝŽŶƐŽĨĞǆƉŽƌƚĚŽůůĂƌƐ͕ in future oil dependant
countries will need to deal with the Middle East alone. WƌŽďůĞŵĂƟĐĨŽƌ
the U.S. dollar, the pillar of MMT, future oil trading and exchange beƚǁ ĞĞŶh ͘ ^͘ ĂĚǀ ĞƌƐĂƌŝĞƐŵĂǇďĞƐĞƩ ůĞĚŝŶƉĞƚƌŽ-yuan, not petro-dollars.
Global trade, security and environmental issues just got complicated for
all of us. P.S. Don’t expect Uncle Sam to bring in the cavalry (for nothing).
ZĞƉƌŽĚƵĐĞĚďĞůŽǁ ŝƐĂƉƌŽũĞĐƟŽŶŽĨƚŚĞй ĐŚĂŶŐĞŝŶǁ ŽƌŬŝŶŐƉŽƉƵůĂƟŽŶ
Žǀ ĞƌƚŚĞŶĞǆƚϯ ϬǇĞĂƌƐĨŽƌĚĞǀ ĞůŽƉĞĚŶĂƟŽŶƐ͘ K ŶůǇŽŶĞĐŽƵŶƚƌǇŚĂƐĂ
growing workforce. ŚŝŶĂďĞƩ ĞƌŐĞƚŵŽǀ ŝŶŐďĞĨŽƌĞƚŚĞǇďĞĐŽŵĞ:ĂƉĂŶ.
ǀ ĞƌǇĐŽƵŶƚƌǇŝƐŐĞƫ ŶŐŽůĚ͕ ƐŽŵĞĨĂƐƚĞƌƚŚĂŶŽƚŚĞƌƐ͘  ĞŵŽŐƌĂƉŚŝĐƐŚŝŌƐ
will signiﬁcantly impact future economic might. Is China the safe bet?

The Shape Of Global Things To Come
Our June 2019 Investment Insight featured a commentary on the rise of
China and decline of the U.S. Muddying the waters somewhat, this upĚĂƚĞĂƉƉƌŽĂĐŚĞƐƚŚĞŝƐƐƵĞĨƌŽŵĂĚŝī ĞƌĞŶƚƉĞƌƐƉĞĐƟǀ Ğ-ĚĞŐůŽďĂůŝƐĂƟŽŶ͕ 
global security, global energy and demographics (a Zanacorp favourite).
Defying popular (and ill-informed opinion), the U.S. is not a major imƉŽƌƚĞƌŽƌĞǆƉŽƌƚĞƌƌĞůĂƟǀ ĞƚŽŝƚƐ'  W͘/ƚŝŵƉŽƌƚƐĂƉƉƌŽǆŝŵĂƚĞůǇϭϱй ŽĨ
GDP and exports 12.5% of GDP the lowest of any G20 country and
roughly half of the Australian import/export equivalents.
As the U.S. shrinks its global footprint, ŝƚƐĞĐŽŶŽŵǇŝƐďĞƩ ĞƌĂďůĞƚŚĂŶ
any other to be more self -suﬃcient needing strategic trade deals with

^ŽƵƌĐĞ͗ ĞŶƐƵƐƵƌĞĂƵ/ŶƚĞƌŶĂƟŽŶĂů ĂƚĂďĂƐĞ

ƌĂŝŶdĞĂƐĞƌ^ŽůƵƟŽŶ͗ ϰ͕ ϭϬϬ

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.

