
Developing Investment Strategies

We want all Zanacorp Financial Group investment clients to be aware that
ǁ Ğ�ĂƌĞ�ƉƌĞƐĞŶƚůǇ�ĚĞǀ ĞůŽƉŝŶŐ�ĐŽŚĞƐŝǀ Ğ�ƟŵĞ�ďĂƐĞĚ�ƐƚƌĂƚĞŐŝĞƐ�ƚŽ�ĚĞĂů�ǁ ŝƚŚ�
ƚŚĞ�ĐƵƌƌĞŶƚ�ĐƌŝƐŝƐ�ĂŶĚ�ƉƌŽƚĞĐƚ�ĐůŝĞŶƚ�ĐĂƉŝƚĂů͘�EĂƚƵƌĂůůǇ͕�ƌĞƟƌĞĞƐ�ĂƌĞ�ŶŽƚ�ŝŶ�
ƚŚĞ�ƐĂŵĞ�ƉŽƐŝƟŽŶ�ĂƐ�ĂĐĐƵŵƵůĂƚŽƌƐ�ƐŽ�ŽƵƌ�ƐƚƌĂƚĞŐŝĞƐ�ĂƌĞ�ďĞŝŶŐ�ƐƚƌƵĐƚƵƌĞĚ�ƚŽ�
meet the differing needs of our various groups of clients.

�Ɛ�ƚŚĞ�ĐƵƌƌĞŶƚ�ĐŽƌƌĞĐƟŽŶ�ŝƐ�ƌĞůĂƟǀ ĞůǇ�ǇŽƵƚŚĨƵů͕�ǁ Ğ�ĂƌĞ�ƵƐŝŶŐ�ƚŚĞ�ŽŶŐŽŝŶŐ�
ƵŶƌĂǀ ĞůůŝŶŐ�ŽĨ�Ğǀ ĞŶƚƐ�ƚŽ�ŽƵƌ�ĂĚǀ ĂŶƚĂŐĞ�ďĞĨŽƌĞ�ĐŽŶƚĂĐƟŶŐ�ĐůŝĞŶƚƐ͘

A Heavy Burden Passed On To Younger People

/�ŽŌĞŶ�ĐŽŶƐŝĚĞƌ�ŚŽǁ �Ěŝī ĞƌĞŶƚ�ůŝĨĞ�ŝƐ�ĨŽƌ�D ŝůůĞŶŶŝĂůƐ�ƚŽĚĂǇ�ĨƌŽŵ�ƚŚĂƚ�ŽĨ�ŽůĚĞƌ�
people. Forget the travelling, phones, coffees and smashed whatevers, 
ƚŚĞǇ�ĂƌĞ�ƐƵƉĞƌĮ ĐŝĂů�ƐǇŵƉƚŽŵƐ�ŽĨ�ŽƵƌ�ĨƌĞĞ�ƐƉĞŶĚŝŶŐ�ƟŵĞƐ͘ �dŚŝŶŬŝŶŐ�Ă�ůŝƩ ůĞ�
deeper, the psyche of younger adults has been framed with the backdrop
ŽĨ�ƚŚĞ�ĚƌĂŵĂƟĐ�ĚŽƚ͘ ĐŽŵ�ƐŚĂƌĞ�ďƵƐƚ͕ �ƚĞƌƌŽƌŝƐŵ�ŽĨ�Ăůů�ŬŝŶĚƐ�ƵƉ�ĐůŽƐĞ�ĂŶĚ�
personal, the GFC and now COVID-19. Understandably these profound
events entered our homes over the last 20 years and have moulded the
outlook of those growing up. Unlike Boomers and Gen X’ers, they live life
more in the moment than for the future, they accumulate much less “stuff” 
and ƚŚĞǇ�ĂƌĞ�ĚĞŵŽŶƐƚƌĂďůǇ�ŵŽƌĞ�ĐŽŶƐĞƌǀ ĂƟǀ Ğ�ŝŶǀ ĞƐƚŽƌƐ�ƚŚĂŶ�ƚŚĞŝƌ�ƉĂƌĞŶƚƐ.

If I were a banker, I would be worried since these smarter kids are not so
easily drawn to buying overpriced homes and being enslaved to bank debt.

In the decades ahead, one way or another, Millennials will be required to
pay back the cost of the free spending frenzied responses to COVID-19. To
ƚŚĞŵ͕ �ŝƚ�ǁ ŝůů�ŶŽƚ�ŐŽ�ƵŶŶŽƟĐĞĚ�ŚŽǁ �ƚŽĚĂǇ͛Ɛ�ŐŽǀ ĞƌŶŵĞŶƚ�ŝŶƚĞƌǀ ĞŶƟŽŶŝƐƚ�
approach differs from the individual accountability that applied to previous 
pandemics. The now well known 1918 Spanish Flu killed 20-50 million peo-
ple. The lesser known 1957-58 Asian Flu and 1968-69 Hong Kong Flu each
killed 1-ϰ�ŵŝůůŝŽŶ�ƉĞŽƉůĞ͘��Ğǀ ĂƐƚĂƟŶŐ�ĂƐ�ƚŚĞ�Ğǀ ĞŶƚƐ�ǁ ĞƌĞ͕�ŝŶĚŝǀ ŝĚƵĂůƐ�ĚŝĚ�
what they needed to do to best protect themselves without coercion.

/ŶƚĞƌĞƐƟŶŐůǇ͕�ŝŶ�ƟŵĞƐ�ǁ ŚĞŶ�ƚŚĞƌĞ�ǁ ĞƌĞ�ůĞƐƐ�ŵĞĚŝĐŝŶĞƐ�ĂŶĚ�ŶŽ�ǀ ĞŶƟůĂƚŽƌƐ͕ �
ƚƌĂŶƐŵŝƐƐŝŽŶ�ƌĞĚƵĐŝŶŐ�ŵĞĂƐƵƌĞƐ�ƐƵĐŚ�ĂƐ�ƋƵĂƌĂŶƟŶŝŶŐ͕�ƐŽĐŝĂů�ĚŝƐƚĂŶĐŝŶŐ͕�
ƌĞƐƚƌŝĐƟŽŶƐ�ŝŶ�ŐƌŽƵƉ�ŐĂƚŚĞƌŝŶŐƐ�ĂŶĚ�ƉĞƌƐŽŶĂů�ŚǇŐŝĞŶĞ�ǁ ĞƌĞ�Ğī ĞĐƟǀ Ğ͘�
dŚƌŽƵŐŚŽƵƚ�ƚŚĞƐĞ�ĞƋƵĂůůǇ�ĐŚĂůůĞŶŐŝŶŐ�ƟŵĞƐ�ŝŶ�ƚŚĞ�ϭϵϱϬƐ�ĂŶĚ�ϲϬƐ�there
were no country lockdowns, no school closures, no government payroll
explosion AND no residual debt passed on. All Boomers got a free ride.

We are not epidemiologists and we absolutely believe COVID-19 and its
containment demands serious social behavioural change. However, island
Australia (like NZ) is geographically ideally located to restrict its entry and
transmission. It is arguable nuanced policies designed to protect and insu-
late high risk people could have been employed with younger people less
ƌĞƐƚƌŝĐƚĞĚ�ĂŶĚ�ƚŚĞ�ĞĐŽŶŽŵǇ�ůĞŌ�ƚŽ�ŽƉĞƌĂƚĞ͘�/ƚ�ŝƐ�ƌĞŐƌĞƩ ĂďůĞ�ƚŚĂƚ�ŽƵƚƌŝŐŚƚ�
panic and fear was generated in the minds of everyone. Across the world,
many people have died from preventable illness during the lock down by
not having treatment available to them. Many have taken their own lives.

What has happened cannot be undone. Sadly, the heavy yoke will be borne
by our youngest workers confronted by a now decimated job market.

Obey The Signal

/ŵĂŐŝŶĞ�ǇŽƵ�ĂƌĞ�ŝŶ�Ă�ĐŽŵƉĞƟƟǀ Ğ�ƌŽĂĚ�ƌĂĐĞ�ǁ ŚĞƌĞ�ƚŚĞ�
Į ƌƐƚ�ƚŽ�ƌĞĂĐŚ�ƚŚĞŝƌ�ĚĞƐƟŶĂƟŽŶ�ĐŽůůĞĐƚƐ�Ă�ůŝĨĞ�ĐŚĂŶŐŝŶŐ�
prize. You are anxious and excited to win. You are driv-
ing at night and at speed, in an unfamiliar area with no
street lights or road markings. You have just passed a
ƐĞƌŝŽƵƐ�ŵƵůƟ-ǀ ĞŚŝĐůĞ�ĐŽůůŝƐŝŽŶ͕ �ǁ ŝƚŚ�ĨĂƚĂůŝƟĞƐ�ůŝŬĞůǇ͘�zŽƵ�
ĂƉƉƌŽĂĐŚ�ƚŚĞ�ŶĞǆƚ�ŵĂũŽƌ�ŝŶƚĞƌƐĞĐƟŽŶ͕ �ǁ ŝƚŚ�ƚŚĞ�ůŝŐŚƚƐ�ŽĨ�
ŽƚŚĞƌ�ĐĂƌƐ�ǀ ŝƐŝďůĞ͕�ƚƌĂǀ ĞůůŝŶŐ�ŝŶ�Ăůů�ĚŝƌĞĐƟŽŶƐ͘ �dƌĂĸ Đ�
lights ahead of you display glowing red, yellow and
green signals. What do you do? Stop, slow down or go.

Welcome to the 2020 investors’ dilemma.

Following a tumultuous March, investors mesmerised
by COVID-19 induced voluntary civil lockdowns, eco-
ŶŽŵŝĐ�ŚŝďĞƌŶĂƟŽŶ�ĂŶĚ�ĐŽƌƉŽƌĂƚĞ�ƐƚƌĞƐƐ�ƐĂǁ �ŝŶǀ ĞƐƚͲ
ment markets tumble by as much as 34% from their
peak just a month earlier. April 2020 appears to have provided respite
from the horror. Is the economic and investment shock behind us and a
recovery of prices in sight, or is the road ahead more hazardous than
the one we have just travelled? Should we buy, sell or hold?

We believe we are approaching the premature denouement of the 21st
century global economic experiment, arguably first triggered by the 9/11 
ƚĞƌƌŽƌŝƐƚ�ĂƩ ĂĐŬƐ͘ �t Ğ�ŵĂǇ�ĞůĂďŽƌĂƚĞ�ƚŚĞ�ƐĞƋƵĞŶĐĞ�ŽĨ�Ğǀ ĞŶƚƐ�Ăƚ�ĂŶŽƚŚĞƌ�
ƟŵĞ͘�&Žƌ�ŶŽǁ ͕ �Ăůů�ƚŚĂƚ�ŶĞĞĚƐ�ƚŽ�ďĞ�ƐĂŝĚ�ŝƐ�ƚŚĂƚ�ƚŚĞ�ŝŶĐƌĞĂƐŝŶŐ�ŝŶƚĞƌǀ ĞŶͲ
ƟŽŶ�ŽĨ�ĐĞŶƚƌĂů�ďĂŶŬƐ�ƚŽ�ĐŽŶƚƌŽů�ƚŚĞ�ďƵƐŝŶĞƐƐ�ĐǇĐůĞ͕�ƚŽ�ŵŽĚĞƌĂƚĞ�ďŽŽŵƐ�
ĂŶĚ�ďƵƐƚƐ�ƵƐŝŶŐ�ƋƵĂŶƟƚĂƟǀ Ğ�ĞĂƐŝŶŐ�Ğǀ Ğƌ�ůŽǁ Ğƌ�ŝŶƚĞƌĞƐƚ�ƌĂƚĞƐ͕ �Ğǀ Ğƌ�ŚŝŐŚĞƌ�
debt and ever increasing asset prices may be coming to its inevitable
end. Liquidity raised the water level, but insolvency will sink the ships.

The final act, opening with the suicidal economic response to COVID-19
has hastened the development of the plot. We find it unimaginable that 
in November 2019 just 5 short months ago, we introduced our clients to
the radical untested concept of Modern Monetary Theory (government
ŵŽŶĞǇ�ƉƌŝŶƟŶŐͿ͘ �K ǀ Ğƌ�ƚŚĂƚ�ƟŵĞ�ŝƚ�ŚĂƐ�ďĞĐŽŵĞ�ŵĂŝŶƐƚƌĞĂŵ�ĞĐŽŶŽŵŝĐ�
policy with Canberra now employing over 5 million Aussie workers. In
recent weeks, governments across the globe have unleashed an un-
funded spending cyclone to combat the recession they themselves
created.�/Ŷ��ƵƐƚƌĂůŝĂ͕ �ƚŚĞ�ƌĞůĂƟǀ ĞůǇ�ŵŽĚĞƐƚ�&ĞĚĞƌĂů�' Žǀ ĞƌŶŵĞŶƚ�ŝŶŝƟĂů�
ĞĐŽŶŽŵŝĐ�ƐƟŵƵůƵƐ�ŵĞĂƐƵƌĞƐ�ǁ ĞƌĞ�ƵƉƐĐĂůĞĚ�ǁ ŝƚŚŝŶ�ǁ ĞĞŬƐ�ƚŽ�ŐŽůĚ�ƉůĂƚĞĚ�
JobKeeper/Jobseeker and free childcare programs. State Governments
later joined the rescue party with their own measures. Spending $214 bn
on top of losing $4bn a week, short term benefits come at a high price.

We accept the view that confronted with a crisis one must do whatever
it takes and worry about the consequences later. Well, later is now. In 6
weeks our governments have borrowed more than the last 60 years
COMBINED. We expect when final tally is determined, the financial 
ĐŽƐƚ�ŽĨ�Į ŐŚƟŶŐ��K s /� -19 is likely to exceed the costs of all military wars.
dŚĞ�ŽŶůǇ�ƋƵĞƐƟŽŶ�ƚŚĂƚ�ƌĞŵĂŝŶƐ͕ �ŝƐ�ŚŽǁ �ŽŶ�ĞĂƌƚŚ�ĚŽ�ǁ Ğ�ŶŽǁ �ƉĂǇ�ĨŽƌ�ŝƚ͍
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When Global Health Collides With Global Wealth
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�Ɛ�ŝĨ�ůŝŌĞĚ�ĨƌŽŵ�ƐĐŝĞŶĐĞ�Į ĐƟŽŶ͕ �Ğǀ ĞƌǇ�ƉĞƌƐŽŶ�ůŝǀ ŝŶŐ�ŽŶ�ƉůĂŶĞƚ�ĞĂƌƚŚ�ŝŶ�ϮϬϮϬ͕�ƚŚĞ�ŵŽƐƚ�ĐŽŶŶĞĐƚĞĚ�ŚƵŵĂŶ�ƐŽĐŝĞƚǇ�Ğǀ Ğƌ͕�ŚĂƐ�ďĞĞŶ�ƐŽĐŝĂůůǇ�
ĚŝƐƚĂŶĐĞĚ�ƚŽ�ůŝǀ Ğ�ŝŶ�ƉŚǇƐŝĐĂů�ŝƐŽůĂƟŽŶ͘ �/ƚ�ŝƐ�Ă�ĐƌƵĞů�ŝƌŽŶǇ͕�ǇĞƚ�ŚĞƌĞ�ǁ Ğ�Ăůů�ĂƌĞ͘�t ŽƌůĚǁ ŝĚĞ͕�ǇŽƵŶŐ�ĂŶĚ�ŽůĚ͕ �ƌŝĐŚ�ĂŶĚ�ƉŽŽƌ͕�ĞĂĐŚ�ƐĞĞŵŝŶŐůǇ�Ăƚ�
ƉĞƌŝů�ƚŽ�ĂŶ�ŝŶǀ ŝƐŝďůĞ�ŚĞĂůƚŚ�ƚŚƌĞĂƚ�ƚŚĞ�ďƌŽĂĚ�ƚŽǆŝĐŝƚǇ�ŽĨ�ǁ ŚŝĐŚ�ƌĞŵĂŝŶƐ�ďůƵƌƌĞĚ͘ ���ǀ ŝƌƵƐ�ǁ ŚŽƐĞ�ŽƌŝŐŝŶ�ǁ Ğ�ĂƌĞ�ŶŽƚ�ƉĞƌŵŝƩ ĞĚ�ƚŽ�ŝŶǀ ĞƐƟŐĂƚĞ͘�
&ĂĐŝŶŐ�Ă�ŵŽƌĂů�ĚŝůĞŵŵĂ͕ �ŐŽǀ ĞƌŶŵĞŶƚƐ�ŚĂǀ Ğ�ƐĞĞŶ�Į ƚ�ƚŽ�ŝŵƉŽƐĞ�ƌĞƐƚƌŝĐƟŽŶƐ�ŶŽƚ�Ğǀ ĞŶ�ƵŶĚĞƌƚĂŬĞŶ�ŝŶ�ǁ ĂƌƟŵĞ͕�ƚŽ�ĐƌƵƐŚ�ƚŚĞ�ŐůŽďĂů�ĞĐŽŶŽŵǇ�
and destroy the livelihood and savings of billions to save the lives of a few. It is not an easy call. History will one day record whether the
͞ ĐƵƌĞ͟ �ǁ ĂƐ�ǁ ŽƌƐĞ�ƚŚĂŶ�ƚŚĞ�ĚŝƐĞĂƐĞ͕�ĞƐƉĞĐŝĂůůǇ�ǁ ŚĞŶ�ĐŽŶƚƌĂƐƚĞĚ�ĂŐĂŝŶƐƚ�̂ ǁ ĞĚĞŶ͛ Ɛ�ŵŽĚĞƌĂƚĞ�ĂƉƉƌŽĂĐŚ�ŽĨ�ĂůůŽǁ ŝŶŐ�ŝŶĨĞĐƟŽŶƐ�ƚŽ�ĚĞǀ ĞůŽƉ�
ƐŽŵĞ�ŚĞƌĚ�ŝŵŵƵŶŝƚǇ͘�dŚĞƐĞ�ƟŵĞƐ�ŚĂǀ Ğ�ƌĞǀ ĞĂůĞĚ�ďŽƚŚ�ƚŚĞ�ďĞƐƚ�ŝŶ�ƉĞŽƉůĞ�ƐƵĐŚ�ĂƐ�ŽƵƌ�ƟƌĞůĞƐƐ�ŚĞĂůƚŚ�ĂŶĚ�ĞŵĞƌŐĞŶĐǇ�ƐĞƌǀ ŝĐĞƐ�ǁ ŽƌŬĞƌƐ�ĂƐ�
well as exposed the worst in people, the selfish supermarket hoarders and the financial scavengers scooping up money designated to 
ĂƐƐŝƐƚ�ǀ ŝĐƟŵƐ͘ �>ŝŬĞ��Ks /� -19 itself, some countries, businesses, workers and investors are likely to be more vulnerable than others. Virgin
Australia may be just the first of many icons to fall under the weight its of debt. From here, each person’s financial fate will be unique.
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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.
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�ĞŝŶŐ�ƐƵĸ ĐŝĞŶƚůǇ�ǁ ĞĂƚŚĞƌĞĚ�ďǇ�ƟŵĞ͕�ǇŽƵƌ�ǁ ƌŝƚĞƌ�ŚĂƐ�ůŝǀ ĞĚ�Žƌ�ƐƚƵĚŝĞĚ�ƚŚĞ�ϱ�
major investment bear markets over the last 50 or so years. Although each
ǁ ĂƐ�Ěŝī ĞƌĞŶƚ�ĂŶĚ�Ă�ƉƌŽĚƵĐƚ�ŽĨ�ŝƚƐ�ƟŵĞ͕�ƚŚĞǇ�ƌĞŵĂŝŶ�ƐŝŵŝůĂƌ�ĂŶĚ�ŝŶƐƚƌƵĐƟǀ Ğ͘�

Now peruse the chart again. It illustrates the course of the dot.com bust,
the GFC and COVID-ϭϵ�ƐŽ�ĨĂƌ͘�t Ğ�ĂƌĞ�ĐŽŵƉĞůůĞĚ�ƚŽ�ĚƌĂǁ �ǇŽƵƌ�ĂƩ ĞŶƟŽŶ�ƚŽ�
detail showing the Tech Bubble lasted 929 days for a loss of 49%, the GFC
ŚĂĚ�Ă�ĚƵƌĂƟŽŶ�ŽĨ�ϱϭϳ �ĚĂǇƐ�ĨŽƌ�Ă�ůŽƐƐ�ŽĨ�ϱϳ й ͘ �E ŽƟĐĞ�ŚŽǁ �ĚƵƌŝŶŐ�ƚŚĞ�ĐŽƵƌƐĞ�
ŽĨ�ĞĂĐŚ͕ �ŵĂƌŬĞƚƐ�ƌĂůůŝĞĚ�ŵĂŶǇ�ƟŵĞƐ�ďĞĨŽƌĞ�ĨĂůůŝŶŐ�ƚŽ�ŶĞǁ �ůŽǁ Ɛ͘ �

Bear market rallies thrive on the impulse that lower prices must be “cheap”
ůƵƌŝŶŐ�ŝŶǀ ĞƐƚŽƌƐ�ƚŽ�ďƵǇ͘�/Ŷ�ƌĞĂůŝƚǇ�ƚŚĞǇ�ĂƌĞ�ĨĂůƐĞ�ĚĂǁ ŶƐ�ĂŶĚ�ĂŌĞƌ�Ă�ƐŚŽƌƚ�ƉĞƌŝͲ
od of recovery, the gains evaporate, destroying confidence and capital. 
There were 6 rallies in each of the 21st century market routs. Expect them
again in the next couple of years. Coronavirus is less than 70 days old and
�ƵƐƚƌĂůŝĂŶ�ƉƌŝĐĞƐ�ŚĂǀ Ğ�ĚĞĐůŝŶĞĚ�ďǇ�ũƵƐƚ�Žǀ Ğƌ�Ϯϱй ͘ ��Ʃ ƌĂĐƟǀ Ğ�ĂƐ�ƚŚŝƐ�ŵĂǇ�
ƐŽƵŶĚ�ƚŽ�ŽƉƉŽƌƚƵŶŝƐƚƐ͕ �ƚŚĞ�ǁ ŽƌůĚ�ŝƐ�ƐƟůů�ŝŶ�ůŽĐŬĚŽǁ Ŷ͊ �t ŚŽ�ŝŶ�ƚŚĞŝƌ�ƌŝŐŚƚ��
mind can believe we are anywhere near the end of this?

Do NOT expect a sustained “V” shaped recovery in markets or economies
or that once over COVID-19, we are back to the races. We believe we are
ĐƵƌƌĞŶƚůǇ�ŝŶ�Ă�ŵĂƌŬĞƚ�ĐŽƌƌĞĐƟŽŶ�EKd�Ă�ďĞĂƌ�ŵĂƌŬĞƚ͘ �dŚĞ�ŐĞŶĞƌĂů�ŵĞĚŝĂ�ŝƐ�
signalling messages of hope and recovery, leading way too many investors
to be confident markets will simply bounce back and willing to invest capi-
tal. These are atypical of any bear market. The truer signals we look for are
ƚŚĂƚ�ĂŌĞƌ�ĂŶ�ĞǆƚĞŶĚĞĚ�ƉĞƌŝŽĚ�ŽĨ�ĨƌƵƐƚƌĂƟŽŶ͕ �ƚŚĞ�D �:K Z/dz�ŽĨ�ƉĞŽƉůĞ�ĂƌĞ�
genuinely uncomfortable with risk assets and prepared to earn nothing
from cash. They are also reluctant to invest in markets at any price having
lost belief in a market rebound. These signs appear very distant from today.

COVID-19 Future Recurrence?

We are not qualified to offer any advice on the future course of COVID-19.
That said, we are concerned that messages of reducing daily reported cases
ĐůĂŝŵ�ǀ ŝĐƚŽƌǇ�Žǀ Ğƌ�ƚŚĞ�ǀ ŝƌƵƐ͘ �s ŝĐƚŽƌŝĂ͛ Ɛ�ĚŽŐŵĂƟĐ�ĂŶĚ�ĞĐŽŶŽŵŝĐĂůůǇ�ĞǆƉĞŶƐŝǀ Ğ�
school/business lockdown response presumes we can manage a recurrence
ŽĨ�ĞǆƉŽƐƵƌĞ�Žƌ�ƚƌĂŶƐŵŝƐƐŝŽŶ�ŽŶĐĞ�ƚŚĞ�ůŽĐŬ�ĚŽǁ Ŷ�ŝƐ�ůŝŌĞĚ͘ �dŚŝƐ�ĂƉƉĞĂƌƐ�ŐĞŶƵͲ
ŝŶĞůǇ�ŶĂŢǀ Ğ͕�ƉĂƌƟĐƵůĂƌůǇ�ŝĨ�ǁ Ğ�Ğǀ Ğƌ�Ăŝŵ�ƚŽ�ŽƉĞŶ�ŽƵƌ�ďŽƌĚĞƌƐ�ƚŽ�Žǀ ĞƌƐĞĂƐ�ǀ ŝƐŝͲ
tors and workers before a vaccine is developed. It takes very few people to
Ăƌƌŝǀ Ğ�ŝŶ��ƵƐƚƌĂůŝĂ�ĐĂƌƌǇŝŶŐ�ƚŚĞ�ǀ ŝƌƵƐ�ƚŽ�ƉŽƚĞŶƟĂůůǇ�ƐƉĂƌŬ�ĂŶŽƚŚĞƌ�ƉĂŶŝĐ͘

In a democracy, balancing public safety and economic cost is divisive. One
can never know the outcome of the path not taken, only the one that was.
For the 99.99% of people likely to survive COVID-19, life will be more anx-
ŝŽƵƐ�ĂŶĚ�ůĞƐƐ�ƉůĞŶƟĨƵů�ĚĞŵĂŶĚŝŶŐ�ƌĞƐŝůŝĞŶĐĞ�ŽĨ�Ă�Ěŝī ĞƌĞŶƚ�ŬŝŶĚ�ĨƌŽŵ�ŶŽǁ �ŽŶ͘

t Ğ�ďĞůŝĞǀ Ğ�ƚŚĞ�ǁ ŽƌůĚ�ŶĞĞĚƐ�ƚŽ�ŐĞƚ�ŵŽƌĞ�ŝŶĨŽƌŵĂƟŽŶ�ŽŶ�ǁ ŚĞŶ�ĂŶĚ�ŚŽǁ �ƚŚĞ�
ǀ ŝƌƵƐ�ŽƌŝŐŝŶĂƚĞĚ�ĂŶĚ�ŝƚƐ�ĂŶƟ-ďŽĚǇ�ŝŵŵƵŶŝƚǇ�ĐŚĂƌĂĐƚĞƌŝƐƟĐƐ͘ �dŚĞ���W�ŚĂƐ�
ƌĞƐŝƐƚĞĚ�ŝŶǀ ĞƐƟŐĂƟŽŶ�ĂŶĚ�ĂƉƉĞĂƌƐ�ůĞƐƐ�ƚŚĂŶ�ƚƌĂŶƐƉĂƌĞŶƚ�ŝŶ�ŝƚƐ�ƌĞƉŽƌƟŶŐ͘�We
are not mushrooms. It remains undeniable that having locked down its
ŝŶƚĞƌŶĂů�ďŽƌĚĞƌƐ�ŝŶ�:ĂŶƵĂƌǇ�ϮϬϮϬ͕��ŚŝŶĂ�ŬŶŽǁ ŝŶŐůǇ�ƉĞƌŵŝƩ ĞĚ�ƌĞƐŝĚĞŶƚƐ�ƚŽ�
ƚƌĂǀ Ğů�ĂďƌŽĂĚ�ƉŽƚĞŶƟĂůůǇ�ƌĞůĞĂƐŝŶŐ�ĂƐǇŵƉƚŽŵĂƟĐ�ĐĂƌƌŝĞƌƐ�ĂƌŽƵŶĚ�ƚŚĞ�ƉůĂŶĞƚ͘ ��

The Value of Advice - Adviser Service Fee Documents

We have dedicated the last 6 weeks to support, assist and advise all clients
ŽŶ�ŚŽǁ �ƚŽ�ďĞƐƚ�ŶĂǀ ŝŐĂƚĞ�ƚŚĞ�ĐƵƌƌĞŶƚ�Į ŶĂŶĐŝĂů�ŵĂůĂŝƐĞ�ĂƐ�Ă�ŵĂƩ Ğƌ�ŽĨ�ƉƌŝŽƌŝͲ
ty ͘ �t Ğ�ŚĂĚ�ďĞĞŶ�ƉůĂŶŶŝŶŐ�ŽŶ�ĐŽŶƟŶƵŝŶŐ�ƚŽ�ŵĞĞƚ�ĐůŝĞŶƚƐ�ƚŽ�ŝŵƉůĞŵĞŶƚ�ƚŚĞ�
ƐŝŐŶŝĮ ĐĂŶƚ�ƚĂƐŬ�ŽĨ�ĂĚŽƉƟŶŐ�ƚŚĞ��Ěǀ ŝƐĞƌ�̂ Ğƌǀ ŝĐĞ�&ĞĞ�ƌĞŵƵŶĞƌĂƟŽŶ�ŵŽĚĞů�
required for compliance with the Hayne Royal Commission.

As a result of the State’s social distancing measures we have been unable to
Ğī ĞĐƟǀ ĞůǇ�ĂĚǀ ĂŶĐĞ�ŽƵƌ�ĞǆƉĞĐƚĞĚ�ƌŽůůŽƵƚ�ŽĨ��Ěǀ ŝƐĞƌ�̂ Ğƌǀ ŝĐĞ�&ĞĞ�ĚŝƐĐƵƐƐŝŽŶƐ�
and documents. We advise that for many clients holding assets via the Colo-
ŶŝĂů�&ŝƌƐƚ�̂ ƚĂƚĞ�ƉůĂƞŽƌŵ͕ �ǁ Ğ�ŝŶƚĞŶĚ�ƚŽ�ĨŽƌǁ ĂƌĚ�ƌĞůĞǀ ĂŶƚ�ĚŽĐƵŵĞŶƚƐ�ƐŚŽƌƚůǇ�
by mail. This is important to us. We reiterate our prior undertaking that no
ĐůŝĞŶƚ�ǁ ŝůů�ŝŶĐƵƌ�ĂŶǇ�ĂĚĚŝƟŽŶĂů�ĐŽƐƚƐ from the new arrangements.

Now more than ever, clients have seen the value of our personal advice
drawn from a high level of investment experience and knowledge. Our in-
ĚƵƐƚƌǇ�ůŽǁ �ĨĞĞ�ƌĂƚĞƐ�ĂƌĞ�Ă�ĐŽŵƉŽŶĞŶƚ�ŽĨ�ŽƵƌ�ĐŽŵƉĞůůŝŶŐ�ǀ ĂůƵĞ�ƉƌŽƉŽƐŝƟŽŶ͘ �
We trust all clients know their best interests are our primary concern.

Black Swan or Inevitable Fate?

Stein’s Law: If something cannot go on forever, it will stop.

Most people correctly perceive COVID-19 as a “Black Swan” event that
could not have been foreseen, but one that stopped the world in its
tracks. Although partly true, our new economic reality, triggered by the
coronavirus, would have happened anyway�ĂůďĞŝƚ�Ă�ůŝƩ ůĞ�ůĂƚĞƌ�ĂŶĚ�ůĞƐƐ�
ƐƉĞĐƚĂĐƵůĂƌůǇ͘�, Ăǀ ŝŶŐ�ŽŌĞŶ�ĚŝƐĐƵƐƐĞĚ�ƚŚĞ�ĞǆƚƌĞŵĞ�ƉŽƐƚ�' &��ĞĐŽŶŽŵŝĐ�
policy measures were doomed to fail, Stein’s Law has finally prevailed. 

Now For Some Economic Reality

The next 3 to 6 months will be full of global and Australian economic data
ŽŶ�ŵĂƩ ĞƌƐ�ƐƵĐŚ�ĂƐ�' �W͕�ƵŶĞŵƉůŽǇŵĞŶƚ͕ �ĐƌĞĚŝƚ�ĨŽƌŵĂƟŽŶ͕ �ĞǆƉŽƌƚƐ͕ �ŝŵͲ
ƉŽƌƚƐ͕ �ĐŽŶƐƵŵƉƟŽŶ�ĂŶĚ�ŐŽǀ ĞƌŶŵĞŶƚ�ĚĞďƚ�ĂŶĚ�ĚĞĮ ĐŝƚƐ͘ �/Ŷ�ƚĞƌŵƐ�ŽĨ�ŝŶǀ ĞƐƚͲ
ment markets, share prices and property prices, this data is irrelevant.

We believe that in a financial sense, there will be no return to life as we 
knew it before COVID-19. The social, economic and globalised founda-
ƟŽŶƐ�ŽĨ�ƚŚĞ�ǁ ŽƌůĚ�ŚĂǀ Ğ�ƉĞƌŵĂŶĞŶƚůǇ�ĐŚĂŶŐĞĚ, with every layer of the
global economy weakened and exposed, akin to a second 9/11 shock.

Assuming we do not get an unexpected 2nd wave of COVID-19 later this
year, which is by no means certain, social discontent, currency wars,
ŝŶƚĞƌŶĂƟŽŶĂů�ƚƌĂĚĞ�ĚŝƐƉƵƚĞƐ͕ �ŶĂƟŽŶĂů�ĚĞďƚ�ŵĂŶĂŐĞŵĞŶƚ�ĐŽŶĐĞƌŶƐ͕ �ŵĂŶƵͲ
facturing disputes and corporate collapses are all imminent. It may take
ƟŵĞ�ĨŽƌ�ŐŽǀ ĞƌŶŵĞŶƚƐ͕ �ĞĐŽŶŽŵŝƐƚƐ͕ �ďƵƐŝŶĞƐƐĞƐ�ĂŶĚ�ŝŶǀ ĞƐƚŽƌƐ�ƚŽ�Ăƌƌŝǀ Ğ�Ăƚ�
this new reality, but they will get there. 2020 is Year 1 of the new global
economic order�ǁ ŝƚŚ�ŶĞǁ �ƌƵůĞƐ�ĂŶĚ�ŶĞǁ �ŶĂƟŽŶĂů�ƐĞůĨ-sufficiency objec-
Ɵǀ ĞƐ͘ �/ƚ�ǁ ŝůů�ďĞ�ƚŚĞ�ǇĞĂƌ�ƚŚĞ��ŚŝŶĞƐĞ��ŽŵŵƵŶŝƐƚ�WĂƌƚǇ�;��WͿ�ůŽƐƚ�ĐŽŶƚƌŽů�ŽĨ�
the 21st Century. The year of conceiving land tax on all Australian homes.

“Winter Is Coming”

Game of Thrones viewers will be familiar with the above catch cry. It was
Season 1 Episode 1 when doomed hero Ned Stark, King of the North, tried
ƚŽ�ŐĂůǀ ĂŶŝƐĞ�ŚŝƐ�ƉĞŽƉůĞ�ƚŽ�ƉƌĞƉĂƌĞ�ĨŽƌ�ƚŚĞ�ůĞĂŶĞƌ�ƟŵĞƐ�ŚĞ�ƐĂǁ �ĂŚĞĂĚ͘

We envisage the next 2-4 years to be a psychological and economic strug-
ŐůĞ�ĨŽƌ�Ăůů�ĂƐ�ǁ Ğ�ƚƌĂŶƐŝƟŽŶ�ĨƌŽŵ�ƚŚĞ�ǁ ŽƌůĚ�ĂƐ�ǁ Ğ�ŬŶĞǁ �ŝƚ͕ �ƚŽ�ƚŚĞ�ǁ ŽƌůĚ�ǁ Ğ�
ǁ ŝůů�ůĞĂƌŶ�ƚŽ�ůŝǀ Ğ�ŝŶ͘ �dŚĞ�ƚƌĂŶƐŝƟŽŶ�ǁ ŝůů�ďĞ�ĐŚĂƌĂĐƚĞƌŝƐĞĚ�ďǇ�ƉĞƌŝŽĚƐ�ŽĨ�ŽƉƟͲ
mism, followed by unexpected setbacks and policy developed on the run.
The coming global economic recession will be long, painful and deep.

Uncertainty, the enemy of markets, will rein throughout this period of
adjustment. So too will the prospects of great opportunity and renewal.

WůĞĂƐĞ�ďĞ�ƉƌĞƉĂƌĞĚ�ĨŽƌ�ĚŝƐĂƉƉŽŝŶƚŵĞŶƚ͕ �ĨƌƵƐƚƌĂƟŽŶ�ĂŶĚ�ƵŶĨƵůĮ ůůĞĚ�ĞǆͲ
ƉĞĐƚĂƟŽŶƐ͘ The last 6 weeks have upended nearly every facet of eco-
ŶŽŵŝĐ�ůŝĨĞ�ĂŶĚ�ŶŽ�ŽŶĞ�ƚƌƵůǇ�ŬŶŽǁ Ɛ�ǁ ŚĂƚ�ůŝĞƐ�ĂŚĞĂĚ͘ ��ůƚŚŽƵŐŚ�ƐŝŵƉůŝƐƟĐ�
and imprecise, in Shakespeare’s The Tempest (1610) “what’s past is pro-
ůŽŐƵĞ͟ �ǁ ĂƐ�ĂŶ�ŝŶƐƚƌƵĐƟǀ Ğ�ƚƌƵŝƐŵ�ŵĞĂŶŝŶŐ�ƚŚĂƚ�ŚŝƐƚŽƌǇ�ƐĞƚƐ�ƚŚĞ�ĐŽŶƚĞǆƚ�ĨŽƌ�
the present. A sort of look to the past to see the future.

KďƐĞƌǀ Ğ�ƚŚĞ�ĐŚĂƌƚ�ďĞůŽǁ �ŶŽƟŶŐ�ƚŚĞ�ƌĞŐƵůĂƌ�ĐǇĐůŝĐĂů�ƌŝƐĞƐͬ ĨĂůůƐ�Žǀ Ğƌ�ƟŵĞ͗


