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Although the JMFG Leaders Strategy is generally representative of client portfolios, Individual performance may differ from the results above.  These differences can arise due 

to various issues, some of which may relate to initial timing of investments and cash inflows and outflows.  Performance is calculated on a TWRR basis; non-annualised and 

includes management fees paid (post 1 Jan 17) and taxes.  Strategy Inception for Performance Data is July 1st, 2014. 

Performance 
(As at 31st March 2020) 

Month 
(%) 

Rolling 3mths 
(%) 

Rolling 1yr 
(%) 

Rolling 3yrs 
(%) 

Inception 
(%) 

JMFG Leaders Strategy -14.80 -15.37 -8.85 +4.71 +30.57 

ASX 200 Accumulation Index -20.65 -23.10 -14.42 -1.66 +21.58 

Outperformance +5.85 +7.73 +5.57 +6.37 +8.99 

Chart of the Month – Initial Claims for Unemployment Insurance (USA) – Weekly 

 

 

 

 

Month in Review – A review of the share market and overview of the portfolio for March 

Over the past six weeks we have experienced one of the most extraordinary and challenging equity markets we have ever witnessed.  At its 

lowest point on 23rd March the ASX 200 Index was around 37% lower than the peak a month earlier.  Such rapid market change is typically 

a precursor to broad economic change, and as such requires significant rethinking and re-alignment of portfolio positions.  A Leaders 

portfolio with a higher proportion of income generating companies would typically do better than the market during downturns, but the 

magnitude of outperformance seen in March, 5.85%, is more than just a higher skew to income generating stocks.  It is a function of 

strategic decisions to be substantially underweight the financial sector, specifically banks, and a large cash position in a relatively expensive 

market.  Having said that it brings us no joy to report the portfolio still declined by 14.8% over the month.  Over the rolling year, the 

portfolio declined 8.9% compared to our benchmark which ended 14.4% lower. 

No sector was spared in March – the better performers included Consumer Staples -3.6%, Industrials -5.4% and Utilities -6.2%.  Worst 

performers included Energy -37.6% driven by a large decline in oil prices, Property Trusts -35.1% and Financials -27.6%.  We made 

wholesale changes to the portfolio during the month and raised cash levels to over 24%.  We exited ANZ Bank, Seek, Macquarie Group, 

Magellan Financial Group, Charter Hall Retail REIT on evaluating the respective change to their ongoing earnings risk.  We trimmed 

Transurban (high debt levels and declining traffic expectations) and Northern Star Resources on price strength.  We added Coles and 

increased Qube Holdings both of which should benefit in the current climate. 

The stronger performers for the portfolio during the month included: 

• ASX +4.0%, Technology One +2.0% and Rio Tinto -3.1% 

The weaker performers for the portfolio during the month included: 

• Santos -49.9%, Seven Group Holdings -36.0%, and Woodside Petroleum -34.8% 

  

The chart opposite shows weekly initial claims for unemployment insurance under state programs in the U.S., as reported by the U.S. 

Department of Labour.  The most recent data point, which is not shown in the chart, is 3.5m weekly claims on a population base of 330m 

or 1.1% of the population.  The March 20 claims data if shown on the chart would extend more than three times above the top of the 

chart above.  Around the time of the oil crisis in 1975, weekly claims peaked at just under 600,000 when the US population base was 

around 210m, 0.3% of the population.  During the 1983/84 economic slowdown weekly claims peaked at 700,000, also around 0.3% of the 

population base of 230m, and during the GFC, weekly claims peaked at 650,000, or 0.2% of the population base of 310m.  So, in the 

context of weekly claims during past periods of crisis, and in relation to the population base at the time, the levels seen in recent weeks is 

unprecedented over the past fifty years.  It does not mean that any potential forthcoming economic deterioration/recession will be 

deeper or longer than any experienced in the past, it simply highlights that the rapidity of any economic decline is likely to be much faster 

than past experiences.  Who knows, it may also mean the recovery comes much faster when it does arrive.  In the meantime, stay safe.    

 

 

 

Where Covid-19 ultimately takes us in terms of health, wealth and 

social wellbeing in the future is unpredictable, other than it will 

ultimately pass, like all other viruses the world has encountered.  There 

are very few people alive, or who have memory of experiences of what 

life was like through the Spanish flu period from late 1918 through to 

early 1920.  With the lack of timely communication at that time it is 

difficult to imagine that the response, by governments, society and 

financial markets, was anything like what we are experiencing today.  

Mandated isolation and distancing are having a profound impact on 

businesses, which in turn have led to unprecedented levels of stand 

downs and job losses across many industries.   

 

 

 

 

 



Important Information - JM Financial Group has made every effort to ensure the accuracy of the information contained in this document. However, no warranty is made as to the accuracy and reliability of the 

information. Past performance is no guarantee of future performance. This report does not take into account a reader’s investment objectives, particular needs or financial situation and is general information only. 

It should not be considered as investment advice nor be relied on as an investment recommendation. If you would like to discuss further, please contact us on +61 (3) 9627 9900. 

 

  

What Can We Learn from Past Crashes and Subsequent Recoveries? 

As we ride out the current pandemic’s impact on global markets, it is worth looking at the past to see how the Australian market has 
handled recent major global “corrections” of a similar scale, and the subsequent speed and scale of the market rally even at times as the 
economic backdrop has remained weak.  Over the past 50 years there have been 4 large-scale market corrections, along with many minor 
corrections.  We examine the 4 major corrections here, essentially looking at the magnitude and timeframe of each correction, along with 
the timeframe and magnitude of each subsequent recovery.  The 4 major corrections are:  (1) 73-75 Oil Crisis & Recession, (2) 81-83 
Recession prior to financial deregulation in Australia, (3) the 1987 stock market crash and (4) 07-08 Global Financial Crisis.  The logarithmic 
chart and table below show the magnitude of each major correction. 

The first point we make is that major corrections typically involve a 40-50% decline from a previous high point.  At month-end our market 
was down 29% from its peak and at its worst point on the 23rd March it was 37% lower.  History would suggest our market is still likely to 
go lower.  In terms of timeframe, the minimum was 17 weeks to reach the bottom, post the 1987 crash, while the longest was 86 weeks. 
Other than the 1987 crash, each episode took between 12-20 months to reach the bottom.  Interestingly, while the 1987 crash only took 
17 weeks to reach its base, the market continued to struggle for many years through to 1993, a time when interest rates were very high. 

 

Due Diligence – A closer look at a stock of interest 

 

 

Coles (COL) 

The Coles brand has long been an iconic feature of the Australian developed landscape, starting as a variety store in 1914 in Collingwood, 

Victoria and growing through several mergers (Myer in 1985), acquisitions and demergers (Myer in 2006) where Coles Group – with its 

subsidiaries K-Mart, Officeworks and Target – was eventually taken over in 2007 by Wesfarmers.  When Coles Group demerged from 

Wesfarmers in November 2018, it was a substantially different business, and despite struggling to find stable support for the first few 

months, it has grown steadily since – as illustrated in its share price chart – until, of course, the market adjusted last month as COVID19 

pandemic concerns unfolded. 

Coles has a diversity of operations principally featuring its 800-plus full-service supermarket network and online platform for the supply of 

household staples.  It also operates liquor outlets, fuel outlets, and financial services, including insurance and credit card operations.  The 

company estimates it serves in excess of 21 million customers through over 2,500 retail outlets nationally. 

Coles Online has a mature online shopping proposition, offering a choice of home delivery, same-day or overnight drop and go services, 

or pick up from over 1,000 Click & Collect locations.  Coles Online also has a dedicated team serving the needs of business customers. 

Apart from its well established self-branded supermarkets and dedicated Coles Express fuel and convenience retail operations, Coles 

operates liquor outlets as the familiar brands Liquorland, Vintage Cellars, First Choice Liquor and First Choice Liquor Market, and runs  

 
 

hotels in Australia’s four largest states under the Spirit Hotels 

brand.  Coles also operates the popular “flybuys” loyalty program 

with over eight million active members, through nearly six million 

households. 

The recent and mandated shift in commercial transaction 

behavior globally during this pandemic response, has put 

unforeseen pressure on suppliers of domestic staples.  

Domestically, we are seeing a strong increase in demand for 

stable local delivery infrastructure.  Coles is clearly benefitting 

from isolation requirements, particularly given the closures of 

alternative food and drink options including cafes, restaurants, 

pubs, clubs and hotels.   

Coles reported retail sales last half of $18.8bn, and with a 

comparatively small $500m net debt position to service, it is 

likely to weather the current market drama well.  

 

 

 

Caution: History May Not Truly Repeat Itself but It Does Tend to Rhyme… 

From each major low point to each new major high point, the market 

rallied between 132-460% on each occasion, over periods ranging 

from 5-20 years and these gains exclude annual dividend returns 

estimated at about 3.5% per annum and c75% franking. 

 


