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 For the sixth consecutive month, the RBA have followed the lead of other global central banks by increasing the cash rate from 2.35% to 2.6% to combat the threat of rising inflation. Investors’ nerves continue to grow, with asset prices remaining under pressure. Stocks have now fallen for three quarters in a row, while bonds too have seen record losses.  This document is to be used as the ‘customised’ front page to bulk reporting functionality – click below for the reference guide
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Generally, the portfolios have held up relatively well through these volatile times, seeing our portfolio losses far superior to what we have seen in broad share and debt markets. Notwithstanding this, the portfolios continue to be monitored carefully and the current environment has been providing opportunities for nimble, long-term focused investors like Morningstar.

The recent volatility has seen two schools of thought emerging on the directions of markets from here. One is that the setback has created a healthy reset—improving valuations and opportunities for higher future returns. On the back of this, we have been increasing our exposure in international bonds, and with the equity markets selling off, we have been adding to Communication Services and select Emerging Markets. The other distinct theme is that we’re in the middle of a new post-stimulus world with harder realities ahead which will likely see increased volatility across all asset classes.  

Either way, as we get closer to the end of 2022, it’s clearly become a year that’s tested even the most hardened of investors. Exuberance has given way to pessimism, driven by weakening corporate profits, concerns about slowing consumer demand, tightening liquidity, and the potential for recession as the central banks intensify their commitment to bring inflation down. This has resulted in a significant downturn in investor sentiment seeing expectations lowered and assets, in some instances, oversold. This in combination with the more attractive valuations across many assets presents us with an opportunity to selectively buy assets that are likely to deliver better outcomes than what we have seen for some time.

Recent market moves also show that sometimes market ‘rules of thumb’—such as bonds moving in the opposite direction of stocks—are a sign that a broader definition of diversification may be needed, with portfolio robustness a key focal point. Our role is to construct portfolios that help investors reach their long-term goals. Accepting volatility is a prerequisite for good returns in any market, today’s market arguably requires greater care than usual. As advocates of valuation investing, we strive to target the best priced assets with careful sizing and diversification. Consequently, as valuations become more attractive, we continue to look to broaden the portfolios exposures across the most attractive asset classes, regions, and sectors identified by our process. 


As always, please let me know if you have any questions or if I can be of any assistance.
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