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➢ Release of our provisional forecasts  

➢ Setting our allocations for 2022 

➢ Biggest risks 

__________________________________________________________________________________________

Because of data lags – particularly from the US 

markets – we will not finalise our forecasts for a few 

days. Since gremlins sometimes get into the data 

feed, we like to check we are forecasting from a 

proper base before we ink them in. We will detail 

any and all changes in a week’s time. After that they 

are set in stone. 

Some have wondered why we make forecasts of 

something as difficult to predict as a share price 

index. We think it is imperative to make as good a 

forecast at the beginning of the year as we can. It’s 

a bit like the old jokes about the British Rail 

timetable in the 1960s. It goes something like, ‘Q: 

Why do we have a timetable? A: How else would 

we know how late the train is?’. 

In finance, the point is similar but it is certainly no 

joking matter. We set our asset allocations based 

on our predictions of where markets are expected to 

finish, the risks associated with each prediction, and 

the correlations between asset forecasts. 

Under normal circumstances, if the indexes follow 

the paths of the forecasts reasonably closely, all 

seems well with the world. 

As we pointed out two weeks ago, our S&P 500 

forecast was very aggressive compared to the 

market (the symbols on the rhs) but it tracked well. 

On the other hand, our forecast for the ASX 200 

started to go off the rails in Q3. Up until that time, it 

had seemingly done as well as that for the S&P 

500. We attributed the change in course – to a 

sideways movement – as being due to the massive 

lockdowns – particularly in Sydney and Melbourne. 

Chart 1: 2021 forecast of the S&P 500 
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Chart 2: 2021 forecast of the ASX 200 
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We increased our allocation to cash from the start 

of the Sydney lockdown in July (which largely came 

from a 17% dividend in an ETF!) and sold down 

some of our domestic equities in early August. 

http://www.woodhall.com.au/
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Our mispricing signals suggested that the S&P 500, 

in particular, was significantly cheap at the end of 

September – so we dollar-cost averaged into two 

geared ETFs: GEAR is a Betashares geared ETF 

following the ASX 200; GGUS is a Betashares ETF 

following the S&P 500 and is fully hedged for 

currency movements.  

The buys are shown in the following chart. The (not 

annualised) return to date for about three months is 

13.3%. We used the gearing in part to allow for the 

lower expected return in both indexes as the year 

drew to a close. 

Chart 3: Buys for geared ETF strategy 
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In the final shift in our investment strategy, we sold 

the rest of our direct domestic equities near the end 

of November and put it all into GEAR. We argued at 

the time that it was becoming too difficult to pick the 

next style (growth, value, momentum, etc) so we 

swapped portfolio risk (taking side bets) for gearing 

risk. 

As one can see from the next chart – over about 

five weeks – the geared ETF amplifies the swings in 

the ungeared equivalent ASX 200 ETF – IOZ, 

iShares tracking ETF. So far, there is not much 

difference between what the old direct portfolio 

would have done (red line) and IOZ. If, as we 

expect, growth in the index continues, we feel that 

the blue line will gain over the other two choices. 

Chart 4: Swapping portfolio risk for gearing risk 
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If we dd not have forecasts that we had some faith 

in, it is quite possible we would have just sat on our 

hands and done nothing. Nobody can say for sure. 

We accept there are many reasonable ways to 

forecast markets. We choose to rely heavily on a 

very complicated econometric system based on 

Refinitiv’s survey of broker forecasts of earnings 

and dividends for the 200 companies in the ASX 

200 and the 500 in the S&P 500. We update these 

forecasts daily but we rely heavily on the Jan 1st 

forecasts. The intermediate signals are used to 

question our beliefs. 

Our forecasting system has been working for over 

15 years but we did do a big overhaul about 10 

years ago. We have not changed a line of code 

since! However, we did add forecasts for the 

expected high and low for some point in the year – 

without specifying when it would occur. The highs 

and lows are shown in Charts 1 and 2 as parallel 

dotted lines. 

As one can note from the Chart 1, the index 

reached the top dotted line near the very end of 

2021 causing us to consider taking something off 

the table. Since we reset the forecasts today, we 

chose not to act on that signal – but we have used 

these charts to great effect (especially buying on 

the low dotted lines) in a previous strategy. We 

were forced to discontinue that strategy when the 

provider ceased to offer the home equity product. 

At this point in time, we do not feel that we need to 

tweak our asset allocation. It evolved partly 

because we made the deliberate moves into GEAR 

and GGUS and partly because different ETFs grew 

at different rates. We have taken our 2022 forecasts 

into account. 

Table 1: Current asset allocation 

Domestic Foreign

GEAR 16.9%

GGUS 9.8%

IHOO 3.5%

IHVV 32.0%

IOO 1.3%

IVV 11.9%

Cash 10.4%

IOZ 2.4%

Hedged IHVV 2.3%

Unhedged IVV 9.5%

Geared

Hedged

Unhedged

SMSF

Outside 

Super
 

IOO is a large cap world index ETF and IHOO is its hedged 

version; IVV is an S&P 500 index tracker ETF and IHVV is its 

hedged version. 



Woodhall’s Weekly 

3 
 

Most of our investments are in an SMSF for obvious 

reasons. Readers can note that our currency 

hedging ratios are very different inside and outside 

the SMSF. We have different risk requirements. The 

SMSF has a far more conservative strategy but it 

does have a mild tilt to some internally geared 

strategies. 

There is quite a large allocation to cash but it was 

very much bigger before the invested in the new 

geared ETF strategies! 

As we write in our Weekly, covid and other forces 

might cause unexpected buying opportunities in the 

futures. We would be happy to take cash down to 

5% leaving enough for transactions demand. That 

extra 5% might find a home. Conversely, as in 

2021, we might tilt to more cash if headwinds seem 

to be blowing too strongly. 

Will our forecasts be on the money this year? There 

is always the chance of something totally unheard 

of – like the pandemic in February 2020. There are 

also possible reactions to central bank activity. Or, 

we could just be wrong. We monitor our 

performance every day. We rarely do anything 

because we don’t feel we have to. In 2021 it 

seemed obvious to do something. 

So, what are our forecasts for 2022? We collect 

them in Table 2 using the style of Charts 1 and 2. 

We have not yet found any reputable panel for ASX 

200 forecasts. Last year, one did not appear until 

about February! 

Table 2: Provisional forecasts for 2022 

S&P 500 ASX 200 S&P 500 ASX 200

High 5,240 8,350 9.9% 12.2%

eoy '22 4,920 7,950 3.2% 6.8%

Low 4,460 7,070 -6.4% -5.0%

High 5,300 na 11.2% na

Mean 4,916 na 3.1% na

Low 4,400 na -7.7% na

eoy '21 4,766 7,445

Consensus

Woodhall

Levels Growth rates

 

Our forecasts seem to be much closer to the 

consensus mean than usual. The S&P 500 forecast 

is lower because we estimated that the market was 

overpriced by 3.5% at the end of 2021. 

There is never a point in being different for the sake 

of it. Our forecasts are based on formulae that do 

not change. It looks like both indexes are expected 

to do a fraction better than historical averages 

before we adjust for mis-pricing. The adjusted S&P 

500 is somewhat below average. 

On currency hedging we still think there is some 

downside. However, we will remain about 75% 

hedged in our SMSF and about 20% outside of 

super. If our dollar gets down to the mid-60s we will 

raise the hedging ratios – or if the winds of change 

start to move towards a higher dollar for us. 

We are about 70:20:10 (foreign, domestic, cash) 

because of our forecasts and our risk assessments 

of China and the pandemic. 

Chart 5: Woodhall’s S&P 500 forecasts 
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Chart 6: Woodhall’s ASX 200 forecasts 
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May we wish you all a very prosperous New Year. 

We’ve been doing this newsletter for over ten years 

through pandemics, Grexit, Brexit, and taper 

tantrums – etc. Wouldn’t it be nice to have a quiet 

year? But that’s not we’re here for! 

 

 

 


