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IMPORTANT INFORMATION
This document has been prepared by Montgomery Investment Management Pty Ltd (ABN 73 139 161 701) (AFSL 354 564) 
(Montgomery).
The information provided in this document does not take into account your investment objectives, financial situation or 
particular needs. You should consider your own investment objectives, financial situation and particular needs before acting 
upon any information provided and consider seeking advice from a financial advisor if necessary.
Future investment performance can vary from past performance. You should not base an investment decision simply on past 
performance. Past performance is not an indicator of future performance. Investment returns reviewed in this document are 
not guaranteed, and the value of an investment may rise or fall.
This document is based on information obtained from sources believed to be reliable as at the time of compilation. However, 
no warranty is made as to the accuracy, reliability or completeness of this information. Recipients should not regard this 
document as a substitute for the exercise of their own judgement or for seeking specific financial and investment advice. Any
opinions expressed in this document are subject to change without notice and Montgomery is not under any obligation to 
update or keep current the information contained in this document.
To the maximum extent permitted by law, neither Montgomery, nor any of its related bodies corporate nor any of their 
respective directors, officers and agents accepts any liability or responsibility whatsoever for any direct or indirect loss or 
damage of any kind which may be suffered by any recipient through relying on anything contained in or omitted from this 
document or otherwise arising out of their use of all or any part of the information contained in this document.
Montgomery, its related bodies corporate, their directors and employees may have an interest in the securities/instruments 
mentioned in this document or may advise the issuers.  This document is not an offer or a solicitation of an offer to any 
person to deal in any of the securities/instruments mentioned in this document.
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MONTGOMERY INVESTMENT PHILOSOPHY

Businesses not stocks.  Value not price. Long term value accretion versus short term 

noise. Companies within a Montgomery portfolio should display The Three P’s: 

Premium quality economics, bright Prospects, and be available at a Price below our 

estimate of its intrinsic value. If fewer opportunities are available, we have the 

flexibility to move into the safety of cash. 



MONTGOMERY FUND RELATIVE PERFORMANCE
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SUPERIOR STOCK SELECTION CAPABILITY

The Montgomery 
Fund 80%/20% cash

ASX 300 100% inv.

*TMF Fully Invested

*Hypothetical Return if TMF Fully Invested
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MONTGOMERY FUND UPSIDE/DOWNSIDE







THE MONTGOMERY GLOBAL FUND PERFORMANCE
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THE MONTGOMERY GLOBAL FUND PERFORMANCE
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50 Blue Chip Economists 10yr bond rate forecast v 
Actual

PREDICTING INTEREST RATES FAILS



US 10YRS
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ASSET INFLATION EVERYWHERE
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British-manufactured 
1951 Vincent Black 
Lightning

At $110.5 million, Basquiat's 
'Untitled' beat the price of an 
Andy Warhol piece to become 
the most expensive U.S. 
painting ever auctioned

historic  number plate 
NSW 29 set a new 
Australian auction 
record price of 
$745,000



ASSET INFLATION EVERYWHERE

The threepenny HMS 
Vanguard stamp from 
1949, which set a new 
world record of 
$67,850 at auction in 
Otaki last weekend.

A 10 dukat “Portugalöser, sold 
for $179,000 USD – by far a 
record price ever realized for a 
coin of the pre-Kingdom Dutch 
provinces.

Record price for a UK Car 
Aston Martin DBR1US$22.5m



TECH EUPHORIA



TECH EUPHORIA



TECH EUPHORIA



Combined Market Capitalisation
US$60.95B + US$69B + US$12B = Zero

Nasdaq 100 Constituents on >200X PE
TECH EUPHORIA



PRIVATE EQUITY
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Blockchain Hype like DotCom bubble
Name Change for Long Island Iced Tea Company

“Corporate focus shift towards opportunities strategic to 
blockchain technologies”.   

+411%



Blockchain Hype like DotCom bubble
Cryptocurrency launch for Kodak

Kodak announces KodakCoin for blockhain-based 
photography rights management   

+390%



Blockchain Hype like DotCom bubble
Vapetek – vapour-like

eCigarette company Vapetek changes name to Nodechain
and will explore Bitcoin, Ethereum, and other 
cryptocurrencies.    

+363%



Market Observations – Tech Euphoria
Concentration Risk – Seven companies are 50% of NASDAQ 100
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CORPORATE BOND SPREADS
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History Lesson:  Credit spreads started widening aggressively in 
June/July 2007 (1.16% May’07 and 2.12% Nov’07).  Equity markets 
peaked in November 2007 (5 months later).



CAPE RATIO S&P500
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17.94%

-0.58%

* Subsequent 10 year annualized return with dividends reinvested

18.23%

3.87%

16.25%

-1.45%

14.26%

7.95%



SHARPE RATIO – PASSIVE’S ABNORMAL RETURNS
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Rolling 12-month annualized Sharpe ratio to Dec 31, 2017



RECENT SHIFT – HIGHER VOL/LOWER RETURNS
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RECENT PERIOD OF HIGH RETURNS AND LOW VOLATILITY APPEARS TO HAVE ENDED, GIVEN:

(8.0%)
(6.0%)
(4.0%)
(2.0%)

0.0%
2.0%
4.0%
6.0%
8.0%

Ju
l-1

5
Se

p-
15

N
ov

-1
5

Ja
n-

16
M

ar
-1

6
M

ay
-1

6
Ju

l-1
6

Se
p-

16
N

ov
-1

6
Ja

n-
17

M
ar

-1
7

M
ay

-1
7

Ju
l-1

7
Se

p-
17

N
ov

-1
7

Ja
n-

18
M

ar
-1

8

MSCI TR Index (USD) Monthly Returns

Source: Bloomberg

High returns, low 
volatility 

Low returns, high 
volatility 

??



Market Observations –Euphoria Fading



Market Observations –Euphoria Fading

Andrew Leonard, Evgeny Morozov, Bernard Marszalek, Dean Baker,
and Andrew Keen criticized the for-profit sector of the sharing
economy, writing that sharing economy businesses "extract" profits
from their given sector by "successfully [making] an end run
around the existing costs of doing business" - taxes, regulations,
and insurance. Similarly, In the context of online freelancing
marketplaces, there have been worries that the sharing economy could
result in a 'race to the bottom' in terms or wages and benefits: as
millions of new workers from low-income countries come online.

Prime Minister Narendra Modi’s ambitious dream of have all electric vehicles in
India by 2030 seems to be facing hurdles after cab aggregator Ola’s electric
vehicle project in Nagpur seems to have hit a snag.

Ola launched its electric vehicle project in Nagpur last year with an investment of $8
million. However, Reuters reports that nine months into the pilot, the program is
facing a major roadblock with Ola drivers wanting to return their electric cars and
switch back to petrol or diesel variants. Reuters spoke to 20 Ola electric car drivers
and reportedly more than a dozen of them have either returned their vehicles
already, or are planning to return them.

The reason? High operating expenses and long wait times at charging stations.



Market Observations –Euphoria Fading

On March 13, Volkswagen (DE:VOWG) AG announced that it
secured $25 billion in battery supplies to begin an aggressive push
into electric cars. The automaker plans to equip 16 factories (up
from 3 currently) to produce electric vehicles by the end of 2022.



“The US market is being propelled higher by record levels of margin debt [at  
$US650bn in Feb 2018], substantially more than during the peak of the 
dotcom boom” BIS

Sources of Volatility – Margin Lending

New all-time 
high:$278B 
in March 
2000

New all-time 
high:$382B 
in June 
2007

Feb 2018: 
$650B Parabolic Growth 

in Margin Lending 
growth

Parabolic Growth 
to come?



“We are bearish on 
financial assets as the 
U.S. economy progresses 
toward the late cycle, 
liquidity has been 
removed, and the markets 
are pricing in a 
continuation of recent 
conditions despite the 
changing backdrop.”

“2019 is setting up to be a 
dangerous year, as the 
fiscal stimulus rolls off 
while the impact of the 
Fed’s tightening will be 
peaking…and...since asset 
markets lead the economy, 
for investors the danger is 
already here.”



BERKSHIRE HATHAWAY CASH
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An attractive price is “a requirement that proved to be a barrier to virtually all 
deals we reviewed in 2017.” 2018 Annual report



CONSEQUENCES OF VOLATILITY
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IS NOW THE RIGHT TIME TO INVEST?
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Number of 
stocks

Fair Value OvervaluedUndervalued

“Stocks are overvalued”
Likely true — on average

For a subset of 
stocks, now is the 
RIGHT TIME to buy



THANK YOU

montinvest.com / rogermontgomery.com

DOMESTIC FUNDS

GLOBAL FUNDS
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