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See The Forest For The Trees
A newsletter with investment views, observations & ideas.

September 29, 2022
by Rob Zdravevski
rob@karriasset.com.au

Preparing For The Last Decile

I am giddy about the upcoming opportunity to buy shares of quality companies 
and franchises at valuations which we don’t normally see them trading at.

Buying ‘value’ will prevail over paying for ‘growth at any price’.

I think we will find safer and compelling risk/reward skews.

The denominator matters

I'd like to highlight the importance of paying attention to the 'risk' part of the 

risk/reward equation.

Over the past few years it was easy to ride the wave of owning anything and 
everything, without thinking too much about what risk was being taken.

In the current or coming market environment, which scenario would you prefer?

1) Risking 20% to make 60% or

2) Risk 6% to make 18%

Would you prefer to own shares in Rio Tinto or Xero ?

How about picking being a shareholder in either Alcoa or AirBNB?

Back then

My notable calls identifying a seller’s market were published between March 2021 
and March 2022.

During May and June 2022, I was publishing notes and newsletters highlighting 
upcoming lows, which we say in mid-June 2022.
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Today and the investment buckets

Now, we are close to (re)visiting or already are at ‘extreme’ lows in selected 

markets which is coinciding with inversely high measures of pessimism.

Making new investments will be gradual and opportunistic.

Today, and over the next few months, we are closing in on a buyer’s market.

I am seeing it in the prices of Gold, Aluminium, Lumber or Steel, the S&P 500, 
German, Taiwanese Swiss or Australian equity indices and the Euro, British 
Pound, Yen or Australian Dollar.

The job ahead is how to best express these observations and analysis into an 
investment thesis or idea.

I like industrial and materials companies.

I fancy owning scarcity amongst the commodities theme

I think precious metals will have their day in the sun.

The strategy is to own shares in real businesses with hard assets and real 
cashflows.

I expect interest rates and deflation to abate. Not collapse but regress.
This means shares in growth companies will ‘catch a bid’ and will play a part in 
portfolios, however criterium such as market share and reliable earnings are 
prerequisites.

It’s the return of balance sheet, income statement and free cash flow analysis.

My Blog

I encourage readers to occasionally visit or subscribe to my blog page, where I 

write often (in between newsletters) about specific investing topics and ideas.

You’ll find the framework of my thinking and strategy all there to disagree with. 

That address is www.robzdravevski.com

http://www.robzdravevski.com/
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I sense that people are spending too much time debating whether we label
something a ‘recession’ and consuming too much noise about where interest
rates and inflation will go to or stop.

That speculation was relevant last year. This is old news. Markets and prices
have adjusted and reflected much, if not all of this.

There already has been much damage in many asset prices.

Absorbing the noise and rhetoric being sent down the news waves can be
detrimental to staying on track.

Be Fluid With Your Timing

Whenever market observers write about their views, they often publish prices
(targets, support lines, entry points) which reflect their predictions.

I do that too.

I figure that the readers and myself need some reference or measuring point
and there is also the sport of trying to ‘pick it’.

However, I anticipate moments in the coming months when my timing to deploy
capital will be described as “NOW” rather than a specific price.

Swinging at a ball in a nice part of my strike zone is often better than ‘hoping’
for that perfect pitch.

Digging in my heels and waiting for that perfect price means my stubbornness
will result in missing many investments opportunities or costing money.

Participating in the ‘fat part of the trade’ is an aim of mine.

I remind myself that getting the first and last 10% of any trade is quite difficult.

Managing Expectations

I think it’ll be difficult for many investors, managers and financial advisors to buy
in the current downdraft and any approaching lows.

Buying discipline and all the ‘Buffett-esque’ euphemisms aside (be greedy
when others are fearful etc)

I say this because markets and prices may trade sideways or continue to
‘digest’ recent declines.

In turn, this will bore people in terms of expected quick rewards and impatience.

I don’t think it is advisable to paint pictures about shapes.
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I think it’s important to condition oneself for normalised or perhaps lower
returns.
 

Research Will Seperate Them

The days of having a hunch and 'having a stab' are over.

Those tips received from mates at your weekend barbecue gatherings may
prove more costly than normal, especially if they are not founded on a
reasonable basis for investment.

Bond yields around the world have risen 1 to 13 fold, from their extreme lows.

This increase in the cost of capital needs to be factored into your investing
analysis and will impact the return on equity for many companies, let alone the
new higher

Solid balance sheets, low debt, having existing assets or capacity and the
ability to maintain prices or pass costs on are some criteria I’m looking for.

I think the next decade may prove frustrating for investors torn between
deploying capital and holding cash which is actually earning a negative real
return.

 

Until next time,

Warm Regards, 

Rob Zdravevski 

rob@karriasset.com.au 
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You can contact us at:

Mobile Phone: + 61 438 921 403
Email: rob@karriasset.com.au
Blog: www.robzdravevski.com

Linkedin: https://www.linkedin.com/in/robzdravevski/

Website: www.karriasset.com.au

Copyright © 2022 Karri Asset Advisors, All rights reserved.

Our mailing address is:
PO Box 1080, Dunsborough WA 6218 AUSTRALIA

Please read our disclaimer

unsubscribe from this list.

Mayfield Green Pty Ltd trading as Karri Asset Advisors is a 
holder of Australian Financial Services 

License No. 406083
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