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Shifting sands

The cycle looks to have changed –

Should your investments change too?



What should we talk about?

2

The Product Disclosure Statement (PDS) of the Platinum International Fund ARSN 089 528 307 (the Fund) provides important information about the Fund. You can obtain a copy of the PDS from Platinum’s website 
www.platinum.com.au, or by contacting Investor Services on 1300 726 700 (Australian investors only), or 0800 700 726 (New Zealand investors only), or 02 9255 7500, or via invest@platinum.com.au. The Target Market 

Determination of the Fund is available at www.platinum.com.au/Investing-with-Us/New-Investors. Any reference to the Fund is general information only,

Inflation is real, durable and a threat to asset prices 

China is in a very different situation 

An historic US equity bubble is currently deflating

Portfolio performance and positioning

mailto:invest@platinum.com.au
http://www.platinum.com.au/Investing-with-Us/New-Investors


US equity markets are falling from extreme levels 

3

Source: Minack Associates; https://data.worldbank.org/indicator/CM.MKT.LCAP.GD.ZS?locations=CN-US-JP; https://dkuvshinov.com/wp-content/uploads/2018/09/big_bang_latest.pdf; 

https://www.advisorperspectives.com/dshort/updates/2020/10/06/market-cap-to-gdp-an-updated-look-at-the-buffett-valuation-indicator; http://www.econ.yale.edu/~shiller/data.htm; Bianco 

Research LLC; Total market cap used for mkt cap to GDP; S&P 500 used for CAPE, as of February 2022.

US equities versus select prior bubble episodes. 

USA 

1929

USA 

1967

Japan 

1989

USA 

2000

China 

2007

USA 

2007

USA 

2021

Market cap to GDP 100% 75% 140% 153% 126% 138% 205%

Cyclically Adjusted P/E

(CAPE)
33 24 77 44 40 27 38

Peak US equity market valuations were comparable to the great bubble 

episodes of market history. Yes, we think this was a bubble.

https://data.worldbank.org/indicator/CM.MKT.LCAP.GD.ZS?locations=CN-US-JP
https://dkuvshinov.com/wp-content/uploads/2018/09/big_bang_latest.pdf
https://www.advisorperspectives.com/dshort/updates/2020/10/06/market-cap-to-gdp-an-updated-look-at-the-buffett-valuation-indicator
http://www.econ.yale.edu/~shiller/data.htm


US retail had never been so long equities – ever  

4 Source: St Louis Fed: https://fred.stlouisfed.org/series/BOGZ1FL153064476Q. Quarterly data to April 2022.

Households and Nonprofit Organisations; Directly and Indirectly Held Corporate Equities as % of Total Assets
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US margin debt: coming off unprecedented levels…

5 Source: FINRA: https://www.finra.org/investors/learn-to-invest/advanced-investing/margin-statistics. Monthly data to August 2022.

Debt Balances in Customers' Securities Margin Accounts
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…US margin debt grew VERY fast, and is now falling

6 Source: FINRA: https://www.finra.org/investors/learn-to-invest/advanced-investing/margin-statistics. Data to August 2022.

US margin debt % change year on year
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US companies appear to be over-earning

7 Source: St Louis Fed, https://fred.stlouisfed.org/series/A053RC1Q027SBEA . Quarterly data to April 2022.

National income: Corporate profits before tax, non-IVA and non-CC adjusted, $bn, seasonally adjusted annual rate 
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New US businesses were formed at an unprecedented rate

8 Source: US Census Bureau: https://www.census.gov/econ/bfs/index.html. Monthly data to August 2022. 

US new business applications, rolling 12 months
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US retail sales exploded

9 Source: FactSet Research Systems. Monthly data to August 2022.

US total retail sales
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Money supply: US Bank Deposits 

10 Source: St Louis Fed. Weekly data to 31 August 2022.
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Earnings exploded, #1

11 Source: FactSet Research Systems. 

Apple (left hand side) and Microsoft (right hand side) 
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Earnings exploded, #2

12 Source: FactSet Research Systems. 

Google (left hand side) and Meta (right hand side) 
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US Federal Budget deficits are forecast to shrink rapidly

13 Source: Congressional Budget Office: https://www.cbo.gov/data/budget-economic-data

There has never been a fiscal consolidation of the magnitude of that forecast for 2022
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There has seldom been a fiscal consolidation like this

14 Source: Congressional Budget Office: https://www.cbo.gov/data/budget-economic-data

US Federal budget deficit change on year prior, % of GDP
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What happens when the spending reverses? 



The 1940s: massive fiscal contraction

15 Source: https://www.whitehouse.gov/omb/budget/historical-tables/

US Federal budget deficit change on year prior, % of GDP
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US CPI in the 1940s: outright deflation

16 Source: https://fred.stlouisfed.org/series/CPIAUCSL. Calculated change YoY, monthly. 

Consumer Price Index for All Urban Consumers: All Items in U.S. City Average
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US Corporate Profits in the late 1940s

17 Source: https://fred.stlouisfed.org/series/CP

US corporate profits saw a >20% fall in the late 1940s 
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A grinding, if shallow bear market

18 Source: Robert Shiller, http://www.econ.yale.edu/~shiller/data.htm

The late 1940s witnessed a 25% bear market in the S&P 500, lasting over four years
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Understanding the impact of QE: a collateral spiral

19 Source: St Louis Fed; FactSet Research Systems. Data to 21 September 2022. 

US Federal Reserve Total Balance Sheet and S&P 500 index
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Software valuations are near the peak of the dot.com boom

20 Source: FactSet Research Systems. Monthly data to June 2022.

US Software enterprise value/sales multiple 
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What should we talk about?

21

The Product Disclosure Statement (PDS) of the Platinum International Fund ARSN 089 528 307 (the Fund) provides important information about the Fund. You can obtain a copy of the PDS from Platinum’s website 
www.platinum.com.au, or by contacting Investor Services on 1300 726 700 (Australian investors only), or 0800 700 726 (New Zealand investors only), or 02 9255 7500, or via invest@platinum.com.au. The Target Market Determination 

of the Fund is available at www.platinum.com.au/Investing-with-Us/New-Investors. Any reference to the Fund is general information only,

Inflation is real, durable and a threat to asset prices 

China is in a very different situation 

An historic US equity bubble is currently deflating

Portfolio performance and positioning

mailto:invest@platinum.com.au
http://www.platinum.com.au/Investing-with-Us/New-Investors


Inflation matters to asset pricing

22 Source: Robert Shiller, http://www.econ.yale.edu/~shiller/data.htm

US 10 year average CPI versus 10 year average PE ratio, OR Cyclically Adjusted PE Ratio (CAPE), 1945 to April 2022
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Oil & gas capex collapsed

23
Source: IEA; https://www.iea.org/reports/world-energy-investment-2021/executive-summary; https://www.iea.org/data-and-statistics/charts/global-oil-and-gas-upstream-
capital-spending-2014-2019. 

Global oil and gas upstream capital spending
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Global mining capex collapsed

24 Source: Fitch; https://www.fitchsolutions.com/mining/mining-capex-recover-2021-2022-downside-risks-looming-covid-19-third-wave-15-04-2021. 

Top 25 mining firms by market cap – capital expenditures
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Shipping capex collapsed

25
Source: Clarkson’s; Shipping Intelligence Network.
Note: TEU signifies “twenty-foot equivalent unit”.

Global containership orderbook as % of fleet 



Atlanta Fed Wage Tracker

26 Source: Atlanta Federal Reserve, https://www.atlantafed.org/chcs/wage-growth-tracker Data to August 2022. 

US wages are growing at their fastest rate ever in data back to 1983, at 6.7% YoY (3 month smoothed)
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The problem with the US Federal Reserve…

“no one knows with any certainty where the economy will be a year or more from now..”

27 https://www.ft.com/content/5a8bc65d-ac6b-46b9-af3e-bc5ef35432e7. Quote from Federal Reserve Chairman Jerome Powell March 2022 Post Meeting press conference.

https://www.ft.com/content/5a8bc65d-ac6b-46b9-af3e-bc5ef35432e7


Don’t fight the Fed?

“The worst mistake we could make would be to fail, which—
it’s not an option. We have to restore price stability.” 

“Is there a risk we will go too far? Certainly, there is a risk. But it's not 
the biggest risk to the economy. The bigger mistake to make 
would be to fail to restore price stability.”

“Right now, there’s—demand is substantially higher than available 
supply, though, so we feel that there’s a role for us in moderating 
demand. ”

28 Selected Quotes from Powell – Post FED meeting press conference in June 2022 and June presentation to ECB Forum in Portugal in late June 2022.

“Transitory” was clearly (with hindsight for some) incorrect.



The US yield curve is inverted

29 Source: St Louis Fed, https://fred.stlouisfed.org/series/T10Y2Y

US 2s – 10s more inverted than at anytime since 2000, with recessions shown in grey
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US banks are tightening lending standards

30 Source: https://fred.stlouisfed.org/series/DRTSCIS; https://fred.stlouisfed.org/series/DRTSCILM. Recession quarters shown with grey columns. 

Senior Loan Officer Survey, Small Business (dark blue) and Large and Mid-size Businesses (light blue)
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What should we talk about?

31

The Product Disclosure Statement (PDS) of the Platinum International Fund ARSN 089 528 307 (the Fund) provides important information about the Fund. You can obtain a copy of the PDS from Platinum’s website 
www.platinum.com.au, or by contacting Investor Services on 1300 726 700 (Australian investors only), or 0800 700 726 (New Zealand investors only), or 02 9255 7500, or via invest@platinum.com.au. The Target Market Determination 

of the Fund is available at www.platinum.com.au/Investing-with-Us/New-Investors. Any reference to the Fund is general information only,

Inflation is real, durable and a threat to asset prices 

China is in a very different situation 

An historic US equity bubble is currently deflating

Portfolio performance and positioning

mailto:invest@platinum.com.au
http://www.platinum.com.au/Investing-with-Us/New-Investors


China appears to have no inflation problem

32 Source: Bloomberg. Monthly data to August 2022. 

China Consumer Price Index, % p.a.
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China policy has been restrained, part 1 

33 Source: Bloomberg. Monthly data to August 2022. 

China’s “credit impulse” (credit growth – nominal GDP growth)
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China policy has been restrained, part 2

34 Source: FactSet Research Systems, Bloomberg. Monthly data to June 2022.

Money supply (M2) growth p.a., China (left hand side) versus USA (right hand side)
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35
Source: MSCI, Credit Suisse
Note: Next 12 months price earnings ratios. Correct at 19 September 2022. 

PE ratios of select major markets, MSCI national indices

The average PE of the 

major industrial markets 

highlighted is <10x …
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Source: MSCI, Credit Suisse
Note: Next 12 months price earnings ratios. Correct at 19 September 2022. 

EPS growth of select major markets, MSCI national indices

…for average estimated 

EPS growth of 13%. 

Compare that to US on ~16x 

for ~9% EPS growth.



USA vs China over the last decade

37 Source: FactSet Research Systems, Weekly data to 15/7/2022. 
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Isn’t China “un-investable”? 

38 Source: Financial Times, The Guardian, Wall Street Journal, The Hill



But doesn’t China regulate markets too much?

“Asking high-income taxpayers and corporations to pay their fair share is the 
right way to finance those investments,” she said, adding that tackling what is estimated 
to be a $600bn annual gap in taxes that are owed but not paid is “absolutely important in 
ensuring fiscal responsibility”. “It would generate substantial revenue in a manner that’s 
efficient and fair,” she said. “It would enable deficit reduction and help ease price 
pressures by providing part of the funding we need for the urgent fiscal priorities we 
discussed.” – Janet Yellen to Congress in June 2022.

39 Source: https://www.ft.com/content/6f3c548f-fec0-47de-a60a-774e6ad762ec

Doesn’t that make it uninvestable? 



What should we talk about?

40

The Product Disclosure Statement (PDS) of the Platinum International Fund ARSN 089 528 307 (the Fund) provides important information about the Fund. You can obtain a copy of the PDS from Platinum’s website 
www.platinum.com.au, or by contacting Investor Services on 1300 726 700 (Australian investors only), or 0800 700 726 (New Zealand investors only), or 02 9255 7500, or via invest@platinum.com.au. The Target Market 

Determination of the Fund is available at www.platinum.com.au/Investing-with-Us/New-Investors. Any reference to the Fund is general information only,

Inflation is real, durable and a threat to asset prices 

China is in a very different situation 

An historic US equity bubble is currently deflating

Portfolio performance and positioning

mailto:invest@platinum.com.au
http://www.platinum.com.au/Investing-with-Us/New-Investors


Platinum’s investment approach and philosophy

Bottom-up, index agnostic, active manager focused on long-term absolute returns / capital growth.

Seek out the ‘out of favour’ and overlooked parts of the market. 

Seek out transitory events and change. 

View risk primarily as the prospect of losing investor’s capital.

41



A simple guide for understanding fund returns

42

Source: Platinum and FactSet Research Systems. Fund inception date is 30 April 1995. Fund returns are calculated using the fund’s C Class unit price (base fee of 1.35%), are pre-tax, net of fees and costs and assume the reinvestment of distributions. The returns are calculated 

relative to MSCI All Country World Net Index in A$ (“MSCI ACWI”). The gross MSCI Index was used prior to 31 December 1998 as the net MSCI Index did not exist. Platinum does not invest by reference to the weightings of the index. The index is provided as a reference only. Pie 

chart depicts the average return for months with the associated market condition. The upper left sector reflects months when MSCI ACWI had a positive return and MSCI ACWI ex US $A outperformed MSCI US $A; the upper right sector reflects months when MSCI ACWI had a 

positive return and MSCI ACWI ex US $A underperformed MSCI US $A; the bottom sector reflects months where MSCI ACWI had a negative return. Upside or downside capture represents the monthly average performance of the Fund for the months which occurred during the 

relevant market environment as a ratio of the monthly average performance of the MSCI AC World Index during those same months. Past performance is not a reliable indicator of future returns. 

Outcomes in three market environments over the life of the Platinum International Fund from inception to 30 June 2022

MSCI ACWI ↑, 

with 
USA > RoW

MSCI ACWI ↓

MSCI ACWI ↑, 

with 
RoW > USA

Fund Average: 3.1%

Market Average: 2.5%

127% upside capture

(24% of monthly observations)

Fund Average: -1.3%

Market Average: -2.6%

50% downside capture

(41% of monthly observations)

Fund Average: 2.1%

Market Average: 3.2%

66% upside capture

(34% of monthly observations)
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43 Source: Bloomberg. Weekly data to 15 July 2022. Ratio of MSCI Global Growth over Value sub-indices, simple ratio shown. 



1997-1999: Platinum International Fund vs MSCI

44

Source: Platinum for Fund returns and Factset Research Systems for MSCI returns. Investment returns are calculated using the Fund’s NAV unit price (i.e. exclude a buy/sell spread) for C Class and P Class (as indicated), and represent the combined income and capital returns for each of these unit classes in the specified period. All returns are pre-

tax, net of fees and costs and assume the reinvestment of distributions. Returns for P Class are net of any accrued investment performance fee. The returns are calculated relative to the MSCI All Country World Net Index in A$ (the gross MSCI Index was used prior to 31/12/98). Since inception date for C Class is 30/04/95 and for P Class is 03/07/17. 

Since inception date of C Class has been used for the purposes of calculating since inception returns of the index. The investment returns depicted in the graph are cumulative on A$20,000 invested in C Class units in the Fund since the C Class inception date. Past performance is not a reliable indicator of future returns. Platinum does not invest by 

reference to the weightings of the index. The index is provided as a reference only. Refer to disclaimer slide at the end of the presentation for information on the Fund index performance calculation and the index.
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Global Growth versus Value

45 Source: Bloomberg. Weekly data to 15 July 2022. Ratio of MSCI Global Growth over Value sub-indices, simple ratio shown. 



2018-2022: Platinum International Fund vs MSCI

46

Source: Platinum for Fund returns and Factset Research Systems for MSCI returns. Investment returns are calculated using the Fund’s NAV unit price (i.e. exclude a buy/sell spread) for C Class and P Class (as indicated), and represent the combined income and capital returns for each of these unit classes in the specified period. All returns are pre-tax, 

net of fees and costs and assume the reinvestment of distributions. Returns for P Class are net of any accrued investment performance fee. The returns are calculated relative to the MSCI All Country World Net Index in A$ (the gross MSCI Index was used prior to 31/12/98). Since inception date for C Class is 30/04/95 and for P Class is 03/07/17. Since 

inception date of C Class has been used for the purposes of calculating since inception returns of the index. The investment returns depicted in the graph are cumulative on A$20,000 invested in C Class units in the Fund since the C Class inception date. Past performance is not a reliable indicator of future returns. Platinum does not invest by reference to 

the weightings of the index. The index is provided as a reference only. Refer to disclaimer slide at the end of the presentation for information on the Fund index performance calculation and the index.
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Global Growth versus Value

47 Source: Bloomberg. Weekly data to 15 July 2022. Ratio of MSCI Global Growth over Value sub-indices, simple ratio shown. 



1999-2004: Platinum International Fund vs MSCI

48
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Source: Platinum for Fund returns and Factset Research Systems for MSCI returns. Investment returns are calculated using the Fund’s NAV unit price (i.e. exclude a buy/sell spread) for C Class and P Class (as indicated), and represent the combined income and capital returns for each of these unit classes in the specified period. All returns are pre-tax, 

net of fees and costs and assume the reinvestment of distributions. Returns for P Class are net of any accrued investment performance fee. The returns are calculated relative to the MSCI All Country World Net Index in A$ (the gross MSCI Index was used prior to 31/12/98). Since inception date for C Class is 30/04/95 and for P Class is 03/07/17. Since 

inception date of C Class has been used for the purposes of calculating since inception returns of the index. The investment returns depicted in the graph are cumulative on A$20,000 invested in C Class units in the Fund since the C Class inception date. Past performance is not a reliable indicator of future returns. Platinum does not invest by reference to 

the weightings of the index. The index is provided as a reference only. Refer to disclaimer slide at the end of the presentation for information on the Fund index performance calculation and the index.



Platinum International Fund

49

Drawdown summary since inception to 31 August 2022

Source: Platinum and Factset Research Systems. R efer to  disclaimer slide at the end o f the presentatio n fo r info rmatio n o n the fund index perfo rmance calculatio n and the 

index.  Drawdown shows the cumulative loss at a point in time from the point of the immediately preceding performance high. Platinum does not invest by reference to the weightings of the index. The 

index is provided as a reference only. P ast perfo rmance is no t a reliable indicato r o f future returns. 

Max drawdown

Max Length of drawdown

Period Mar 10 to Jan 13 Oct 00 to Jan 14

Platinum International Fund MSCI All Country World net index (AUD)

-18.3% -47.6%

34 months 159 months

-18% -17% -17%

-48%

-43%

-40%

-50%

-45%

-40%

-35%

-30%

-25%

-20%

-15%

-10%

-5%

0%

1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021

D
ra

w
d
o
w

n

Platinum International Fund drawdown

MSCI AC World net index (AUD) drawdown



Platinum International Fund

50

Source: Platinum. Exposure represents the fund’s exposure to the relevant countries/regions as a % of the fund’s total market value of investment positions, taking into account direct and indirect long and short securities and derivative 
positions. Refer to disclaimer slide at the end of the presentation for information on long/short exposure. The currency exposure of the fund is calculated as a % of the fund’s net asset value, with exposure through cash, forwards, long 

and short direct and indirect securities and derivative positions. Actual exposures may be changed from time to time by Platinum.

Net geographical and currency exposures as at 31 August 2022



Platinum International Fund

51 Source: Company websites. 28 companies listed comprised 48% of Platinum International Fund on 30 June 2022. 

Portfolio snapshot, as at 30 June 2022



Disclaimer
This presentation has been prepared by Platinum Investment Management Limited ABN 25 063 565 006 AFSL 221935, trading as Platinum Asset Management (“Platinum”). 

Platinum is the responsible entity and issuer of units in the Platinum International Fund ARSN 089 528 307 (the “Fund”). The Product Disclosure Statement dated 5 October 2021 

(the "PDS") provides details about the Fund. You can obtain a copy of the PDS and target market determination of the Fund from Platinum’s website www.platinum.com.au, or by 

contacting Investor Services on 1300 726 700 (Australian investors only), or 0800 700 726 (New Zealand investors only), or 02 9255 7500, or via invest@platinum.com.au.

The information contained in this presentation is general information only and not intended to be financial product advice. It has not been prepared taking into account any particular 

investor’s or class of investors’ investment objectives, financial situation or needs, and should not be used as the basis for making investment, financial or other decisions. You 

should read the entire PDS and consider your particular investment objectives, financial situation and needs prior to making any investment decision to invest in the Fund. You 

should also obtain professional advice prior to making an investment decision.

Past performance is not a reliable indicator of future returns.

Commentary reflects Platinum’s views and beliefs at the time of recording, which are subject to change without notice. While the information in this presentation has been prepared in 

good faith and with reasonable care, no representation or warranty, express or implied, is made as to the accuracy, adequacy or reliability of any statements, estimates, opinions or 

other information contained in the presentation, and to the extent permitted by law, no liability is accepted by any company of the Platinum Group® or their directors, officers or 

employees for any loss or damage as a result of any reliance on this information. Some numerical figures in this presentation have been subject to rounding adjustments. Certain 

information contained in this presentation constitutes "forward-looking statements ". Due to various risks and uncertainties, actual events or results, may differ materially from those 

reflected or contemplated in such forward-looking statements and no undue reliance should be placed on those forward-looking statements.

Unless otherwise expressly stated, investment returns for the Fund have been calculated using the Fund’s NAV unit price (C Class) and are pre-tax, net of fees and costs and 

assume the reinvestment of distributions. The investment returns shown are historical and no warranty can be given for future performance.

Any reference to long positions in this presentation means a position which the portfolio holds in an attempt to benefit from an increase in value of the underlying security of the 

position. Any reference to short positions means a position in which the portfolio holds in an attempt to benefit from a decrease in value of the underlying security of the position. 

Accordingly, long positions represent the fund’s exposure to direct long securities positions and indirect long securities/index positions through derivatives, and short positions 

represent the fund’s exposure to direct short securities positions and indirect short securities/index positions through derivatives, each as a percentage of the fund’s NAV.

Where the returns are calculated relative to the MSCI Indices, it should be noted that prior to 31 December 1998, the gross MSCI Index was used as the net MSCI Index did not 

exist. MSCI data has been sourced from RIMES Technologies. All data where MSCI is referenced is the property of MSCI. The MSCI information may only be used for your internal 

use, may not be reproduced or redisseminated in any form and may not be used as a basis for or a component of any financial instruments or products or indices. None of the MSCI 

information is intended to constitute investment advice or a recommendation to make (or refrain from making) any kind of investment decision and may not be relied on as such. 

Historical data and analysis should not be taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI information is provided on an “as 

is” basis and the user of this information assumes the entire risk of any use made of this information. MSCI, each of its affiliates and each other person involved in or related to 

compiling, computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties (including, without limitation, any warranties of originality, 

accuracy, completeness, timeliness, non-infringement, merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the foregoing, in no 

event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive, consequential (including, without limitation, lost profits) or any other damages. 

(www.msci.com).
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