
 

December 2019 — Over the Horizon Market Commentary by David Offer 
 

Off a low base, 2019 ended up being a stellar year for the Australian share market.  Even after allowing for a decline of 
2.1% in December, over the course of the calendar year our share market rose 19.1%.  With the inclusion of dividends, 
total returns were 24.1%.  This performance has more than made up for a disappointing calendar 2018, during which our 
share market declined 7.4%.  2020 has started on a positive note, with the Australian share market up 4.2% at the 
midway point for January.  
 
Frankly we could use the good news!  The devastation of the East Coast bush fires is dominating news and is front of 
mind for most Australians.  I suspect that the legacy of these fires will be bigger than just the immense devastation they 
have caused on the ground.  With Sydney, Melbourne and Canberra having been covered in smoke for weeks on end, to 
some extent, more than half of Australia’s population have been directly impacted by these fires.  This is making for a 
sombre national mood and appears likely will result on a fundamental change in the nation’s attitude and response 
towards carbon emissions and global warming more generally. 
 
Shane Oliver has written on the likely economic impact of these fires.  A fall in consumer confidence is likely to hit the 
retail sector.  Likewise, the inbound tourism sector, due to extensive and often inaccurate international media reporting.  
However, this may be more than offset by extensive rebuilding that will now have to occur across many bushfire ravaged 
communities.   
 
With respect to the share market strength of the last year, this can be largely attributed to the reversal of US Federal 
Reserve interest rate policy at the beginning of 2019; from that of a tightening bias to one of an easing bias.  This was 
followed by our own Reserve Bank of Australia cutting rates by 0.75% during the middle of the year.  The result has been 
a dramatic fall in long term interest rates, both internationally and domestically, and a corresponding rise in shares 
markets due to an absence of investment alternatives. It is unlikely interest rates will rise within the foreseeable future 
and so share markets appear set to continue to drift higher.   
 
Globally, there is also cause for some optimism.  The UK is resolving Brexit (and hence they are now moving on to the 
Royal split and ‘Megxit’), the US and China are moving towards improved trade relations and the US and Iran appear to 
be adequately stage managing their current tiff with neither appearing to seek to escalate conflict at this point.  
 
However, we are always mindful that share market optimism can change to pessimism quickly. Investments that 
represent either quality and value (and ideally both) are usually the best insurance for more turbulent times.  
Unfortunately, ‘quality’ is at a particular premium at present, as evidenced by the likes of CSL on a current Price Earnings 
ratio of 45 times.  However, there are arguably areas of ‘value’, particularly in shares that have previously fallen out of 
favour and are presently in turn-around phase, often assisted with new management.  Some examples follow; 
 
Healius (formerly Primary Health Care) is a diverse Australian healthcare company focusing on pathology (40% of the 
market with 104 pathology labs and 2200 collection centres), diagnostic imaging (operating across 140 sites using MRI, X-
Ray and other technologies) and 71 medical centres that include general practice, dental, day surgery, IVF clinics and 
pharmacy.  Under new management, the Company is approximately halfway through an intensive 5-year capital 
investment program across each of its 3 core divisions.  If successfully executed, this should enable longer term sustained 
margin expansion.  This will be aided by the lifting of government imposed price freezes on services such as imaging, with 
charges allowed to increase in line with inflation going forward.    Likewise, Healius will benefit from improving 
economies of scale.  This year is the expected low point for earnings, with the Company hopefully set for a number of 
years of profit growth thereafter.     
 
   
 



 

Vocus is a telecommunications company that specialises in fibre optic cable and network solutions in Australia, New 
Zealand and into Asia.  This includes 25,000 km of fibre to more than 5,500 buildings and 17 owned data centres.  The 
business grew rapidly through expansion that unravelled in 2016.  However, under new management, the Company is 
now approximately one year into a 3-year turnaround strategy that focuses on consolidating its services offered into a 
more integrated and simpler product offering to clients.  The Company has indicated a flat profit result for 2020, with 
profit growth to resume thereafter.  In a vote of confidence in the Company’s future, a number of Directors have recently 
bought significant parcels of shares in the Company on market around $3.00. 
 
Link Administration is a technology focused provider of outsourced administration services for industry superannuation 
providers (including the likes of Australian Super), fund administration and corporate markets.  Recent government 
reform concerning superannuation has provided headwinds for the Company as extensive consolidation of 
superannuation funds occurred up to October 2019.  However, this headwind should now abate and the Company is now 
cemented as the dominate provider of back office solutions for major industry funds.  The company has been expanding 
its footprint globally, including within the UK and should benefit as Brexit resolves.  Finally, the Company owns 44% of 
PEXA, a rapidly growing electronic conveyancing platform used to facilitate the settlement of Australian property.  This 
business is expected to meaningfully boost profits in future years as the electronic settlement of property becomes 
adopted mainstream. 
  
If you would like to discuss any of the above companies or other aspects of your portfolio, please do not hesitate to 
contact our office. 
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