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Reduction in Carbon Emissions
The Investment Committee continues to discuss several key themes that are emerging including our assessment of the Fourth 
Industrial Revolution. It is the IC’s view that technology will be a key component to delivering the next phase of energy production 
cost effectively and efficiently in a bid to meet the increasingly urgent need to reduce carbon emissions.

A key concern though is the transition from fossil fuels to renewables and how they can work in tandem while reliance changes from 
one to the other. A team of French Government scientists have warned that the collapse of the global oil system is coming so quickly 
that it could disrupt this transition to a renewable energy system. It has calculated that the energy return on invested capital will fall 
from 8% last year to 4% by 2024, raising the effective cost of energy from 12.5% of GDP to 25%. This is not because energy will be 
more expensive but because the rising cost will slow the global economy. 

Chinese Property Debt Bubble 
The Chinese property debt bubble is an ongoing saga that the IC continues to monitor. The largest and most indebted property 
developer, Evergrande, missed a payment of USD45m in October and needs to make a USD148m payment in coupons to avert a 
dollar bond default. The IC is of the opinion that while it is a serious concern the risk of global market contagion is reduced as the 
issue will most likely be resolved by local measures. We are not currently contemplating an investment in China, however, we have 
noticed there is increasing interest amongst managers who invest in the region to consider the Chinese markets again as a contrarian 
strategy. However Sovereign Risk remains something the IC is wary of. Additionally, global companies in key industries have 
diversified their supply chains to other countries to reduce this single country risk. 

Fund Moves
There were no changes by the IC in October and the funds biggest contributor was its Australian event driven strategy which 
performed well as a result of performance upgrades by their high conviction ideas. Further LAIF’s long short strategies recovered 
from their declines in September.

There were no major detractors to performance for the month of October. Negative returns came from a strengthening in the 
Australian dollar which impacted our USD denominated investments by approximately 4-5%. The IC is not considering a hedge 
against currency movements given our view on the overall direction of the Australian Dollar is likely to be weaker in the medium
term. 
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