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➢ Goodbye Gladys 

➢ International flights back for residents 

➢ Oz retail sales slump 

__________________________________________________________________________________________

Overview  

Google – that runs the Woodhall website – is 

upgrading its software in a few months. We have 

been told that it doesn’t really suit our website and 

so we will be making some changes. We plan to 

make the site at this current address more static – 

not posting new Weeklys etc. We plan to keep the 

archive of old papers at this site and a message to 

redirect traffic. 

Our full plan is not yet final but we expect we will be 

posting our new papers under Ron Bewley’s 

Linkedin account. We hope to have a few weeks 

overlap where we post both on woodhall.com.au 

and Linkedin. We will keep you informed. 

It’s been a massive fortnight for market news. So 

much so that we’re not going to attempt to write 

about all of the relevant stuff in September that we 

already wrote about in our Monthly (posted on the 

same web page as this Weekly) today. Please dip 

into that note for our detailed views – all six pages! 

As if that wasn’t enough news – and the market 

tanking again yesterday – we got news yesterday of 

our Gladys (Berejiklian) having to stand aside due 

to the ICAC investigation. 

She did some good stuff for NSW and seemed to 

have her heart in the right place; but standards are 

high for Premiers. The issue is who will we get 

next? Someone as good? And with only 9 days to 

go to Freedom Day! Will that now change? So 

much to digest. 

Yesterday, it was also announced that international 

travel opportunities will return in November for 

Australian citizens and permanent residents.  It’s 

not yet clear to us who will take our outbound 

adventurers and whether the door will still be open 

for them when try to return. We’re guessing other 

travellers are not welcome yet on our shores. 

Q3 just ended and we’re fully expecting negative 

GDP growth for that period. It is a question how 

quickly we can bounce back after Freedom Day. 

Our latest month of retail sales tanked by -1.7% so 

there’s a lot we need to hope for. 

More importantly for us, we have been writing about 

building a cash reserve and rethinking our 

investment strategy. There is a lot of flip-flopping 

between direct equity styles in Australia and the US 

at the moment. That led us to think harder about 

index ETFs. We dipped our toes into the market just 

before last week’s Weekly. We are now ankle deep. 

We are seriously thinking about getting out of direct 

equities altogether. We’ve had a great run for 17 

years and it just feels like time for a change. And 

we’ve missed gearing since our lender axed our 

favoured geared financial facility. Without having 

had geared equities for 10 – 15 years we would 

now not be writing this Weekly but trying to get 

some rest after a hard week in a sweat shop.  

Call this Phase II of our preferred strategy. Some 

might remember we had a special section on 

gearing a little while back. That created a very nice 

nest egg for us outside of super. We’re now going 

inside the super compound. 
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Woodhall’s Weekly 

2 
 

In Chart of the Week 1, readers can see where we 

have placed half of our cash reserve in an 

aggressive dollar-cost-averaging play. Not all 

parcels are of the same size but, on each day we 

bought the same number of units of GEAR (geared 

ASX 200) and GGUS (geared and currency hedged 

S&P 500) so that we are working on a 45:55 

allocation to GEAR:GGUS by value. We haven’t 

finished entering the market from cash but we might 

now take a breather. We probably want to hold on 

to about 25% of our former cash holding to balance 

the extra risk involved in the new gearing strategy. 

Chart of the Week 1: Entry points for two ETFs 
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We certainly waited until after the market peaks to 

buy. In hindsight we jumped in too early but we feel 

this pullback might be brief. When geared ETFs 

bounce back – they bounce back quickly as you can 

see after the first week’s buys. 

We have abandoned our SMSF Allocation and the 

Model Portfolio sections of this Weekly. We 

continue to do the work and analyse markets and 

stocks as we used to. We have just lost the 

enthusiasm to write about it every week! 

Our new SMSF allocation is now quite different from 

before as can be seen from Chart of the Week 2. 

Chart of the Week 2: New SMSF Strategy 
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We’re a month away from our tenth anniversary for 

this Weekly and more changes should be expected. 

We hope you enjoy the new direction. 

We bought again late on yesterday afternoon. Our 

market was falling away making our exuberance 

index (Chart A-5) firmly negative at -3.7%. Our S&P 

500 index stood at -3.1%. Yet our fear index (Chart 

A-2) was well-behaved and in the zone. 

Apart from the issues noted in our Monthly and in 

the introduction to this Weekly, we are always 

suspicious of trading behaviour at the end of a 

quarter. There can also be ‘window dressing’ and 

options expiry issues. We took the plunge again but 

with a smaller parcel (Chart of the Week 1). 

Luckily, or otherwise, the S&P 500 rose 1.15% 

while we were sleeping and the SPI futures are up 

0.7% for our Monday open. If indeed we get a 

bounce back, the gearing in GEAR and GGUS 

means that we might quickly double the mispricing 

gains to about 7% in short order. If the volatility 

continues as we think might happen – we just have 

to wait a while for those gains. 

Overnight, the US Core PCE inflation measure (the 

Fed’s preferred measure) came in at 0.3% for the 

month or 3.6% for the year. Both were very slight 

misses. Nothing to rock our faith in being in the 

‘transitory’ inflation camp! 

If we choose to sell our direct equities (Chart of the 

Week 2) soon and buy geared ETFs we will not be 

repeatedly paying capital gains tax as we rebalance 

the portfolio. This tax event will be a one off.  

We did not get the nonfarm payrolls overnight even 

though it was the first Friday in the month. They will 

drop next Friday. Last month they posted 235k new 

jobs but that was a 500k miss. 

We are thinking that the Fed might hold back on 

tapering for a month or two if that figure comes in 

below 250k again. If we get a juicy number closer to 

700k – 800k it should be a ‘fasten the seatbelts low 

and tight’ situation. Either way, we feel reasonably 

confident of being in a much better position in 12-

months’ time. It is just a question of how bumpy the 

road might be up until, say, New Year’s Eve. 

More critical is how Freedom Day goes. We have 

just booked lunch for mid-October – the first time 

since early June. This regular monthly lunch is 

where we test drive many of our investment ideas. 

It’s just not the same by email. 

Let’s hope for a safe climb for the index on Monday 

– but not for Man City who have to face us at 

Anfield first! A battle between the top two in the 

Premier league. Unlike City, Liverpool is coming off 

a mid-week win in the Champions League. Go the 

Reds! 
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Market expectations 

Our start-of-year 2021 eoy forecasts for the ASX 

200 are given in Table 1 (left column) together with 

the latest calculations (right column) and last week’s 

(middle column) for comparison. Chart 1 includes a 

trace of the index to compare with the forecast 

highs and lows. 

Table 1: ASX 200 range forecasts for 2021 

Forecast

CY21

Low 6,450 7,100 7,000

High 8,250 7,700 7,550

End 8,050 7,500 7,350

Fair value 6,500 7,450 7,450

Exuberance 1.2% -1.6% -3.7%

ASX 200 6,587 7,343 7,186

1-Oct-2021

Forecast origin

31-Dec-2020 24-Sep-2021

 

Note: the latest forecasts in the right-hand column do not provide 

updates of the original forecasts in the left column of numbers. 

Rather the latest forecasts facilitate an assessment of the degree 

to which the original forecasts are on track, or not. Moreover, 

exuberance is assumed to be eroded over a 12-month period and 

so the ‘latest’ forecasts are less reliable the closer is the current 

date to the end-of-year and the greater is any mispricing.  

Chart 1: Graphical representation of Table 1 
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Note: the low and high are based on ‘normal’ volatility levels. The 

‘high-volatility’ low allows for well above normal volatility and a 

breach of which starts to suggest the base-line forecasts may no 

longer be relevant. The dashed black lines are derived from 

average volatility assumptions; the dot-dash line corresponds to 

high volatility.We certainly waited until after the peak 

The eoy forecast for 2021 (left-hand column in 

Table 1) was 8,050 with a forecast high of 8,250 

and a forecast low under normal volatility of 6,450. 

The ‘high-volatility’ forecast low was 6,050. The 

updated eoy 2021 forecast (Table 1, last column) is 

7,350. Fair value is 7,450.   

It should be stressed that when markets are heavily 

mispriced, the speed with which mispricing is 

eroded is key to making a good forecast. In this 

table we assume that it takes 12 months to erode 

the mispricing which is possibly a very conservative 

assumption.  

Our eoy 2021 forecasts for the S&P 500 are given 

in Table 2. Because overnight data are not available 

to us until the afternoon, the 6.7% and a peak data 

for Wall Street will usually be presented for the day 

before the ASX 200 in this Weekly that we try to 

post at around 10am on a Saturday. 

Table 2: S&P 500 range forecasts for 2021 

Forecast

CY21

Low 3,680 4,310 4,190

High 4,800 4,670 4,540

End 4,690 4,540 4,420

Fair value 3,610 4,450 4,440

Exuberance 4.1% -0.1% -3.1%

S&P 500 3,756 4,449 4,308

Forecast origin

31-Dec-2020 23-Sep-2021 30-Sep-2021

 

Note: see notes for Table 1. 

Chart 2: Graphical representation of Table 2 

3,400

3,600

3,800

4,000

4,200

4,400

4,600

4,800

5,000

Dec Mar Jun Sep Dec

Low

High

 

Note: see notes to Chart 1. 

Our original forecast for eoy 2021 was 4,690 with a 

high of 4,800 and a low of 3,680. The ‘high-volatility’ 

low was 3,480. The updated eoy forecast for the 

S&P 500 is 4,420. Fair value is 4,440  

 

Market stats  

Our market volatility index (Chart A-1 to be found in 

the Chart Appendix) is above average at 22.8%.  

Our Fear Index (Chart A-2) is in the zone at 9.7%. 

The VIX stands at above average at 21.2. Our 

Disorder index (Chart A-3) is in the zone at 1.0%. 

Our updated 12-month capital gains forecast (Chart 

A-4) is +6.5%.  The market is under-priced at -3.7% 

(Chart A-5). So that leaves the adjusted rolling 12-

month capital gains’ forecast at +10.3%. The 

comparable 12-month adjusted capital gains 

forecast for the S&P 500 stands at about +9.5%.  

Sector pricing (Chart A-6) is such that no sectors 

are in the danger zone. No sectors are significantly 

over-priced. All other sectors are inexpensive or 

cheap. 
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Chart Appendix 

Chart A-1: Market volatility 
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Notes; the lower dotted line depicts the average volatility pre the GFC; the 

higher dotted line depicts the average level of volatility during the GFC - up to 

December 2009. The red line is a daily estimate of the ASX 200 index 

volatility. 

 

 

Chart A-2: Fear index 
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Notes: The fear index is a measure of 'excess' volatility denoting behaviour 

outside the open/close values each day. The two dotted lines depict the band 

in which the fear index resided before the GFC in two thirds of days. Extended 

periods below the lower dotted line might indicate complacency. Extended 

periods, or extreme values, of the index above the higher dotted line might 

indicate a propensity for the market to overreact in an irrational manner. 

 

Chart A-3: Disorder index 
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Notes: The disorder index measures the degree to which the 11 sectors' daily 

returns move in harmony. The two dotted lines depict the band in which the 

disorder index resided before the GFC in two thirds of days. Extended periods 

below the lower dotted line might indicate belief that there is little information 

to have different impacts on different sectors. Extended periods, or extreme 

values, of the index above the higher dotted line might indicate investors and 

traders are lurching from sector to sector in search of a new trend. 
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Chart A-4: 12-month capital gains forecasts 
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Notes: Each business day we update our estimates for capital gains on the 

ASX 200 for the following 12 months. For example, the left-most estimate on 

the vertical axis is a forecast for the 12 months concluding today. The right-

hand estimate is for the 12 months from today. 

 

Chart A-5: Market exuberance 
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Notes: Exuberance is our measure of mispricing on the ASX 200. A value 

below the solid black line denotes the market is perceived to be cheap and 

above that line expensive. Experience suggests that exuberance above +6%, 

denoted by the dotted line, is an indicator of a potential correction of 6% to 

10% - or for the market to move sideways for an extended period. 

 

Chart A-6: Sector exuberance 
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Notes: The estimates in this chart are based on the same notions as for Chart 

A-5. More detailed information on mispricing is contained in our companion 

weekly publication in the same section of our website 

 


