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SPEAKERS 

Henry Jennings, Julian McCormack 

 

Henry Jennings   

You are listening to the on the couch podcast, a series of interviews and informal chats with selective 

CEOs and fund managers. Together with the odd market analyst on all things investment, whether it is 

hearing from a CEO or getting insights from a leading fund manager, Marcus Today is the place to go 

to for all these insights. And for more in depth analysis of what's happening in the market on a daily 

basis, you can sign up for a free trial at the markets today daily stock market newsletter, no credit card 

required, get access to the entire newsletter, including stock recommendations, investment strategy, 

opinion pieces, education articles and investor tools not only on the big stocks, but also on the little 

stocks and the emerging technologies. You can find the trial sign up link in the podcast description or 

head on over to our website marcustoday.com.au. And we look forward to welcoming you on board as 

part of the markets today community. 

 

Julian McCormack   

Welcome to another episode of on the couch with myself, Henry Jennings from Marcus Today . And 

today we're talking to Julian McCormack from Platinum Asset Management. I'm really delighted to have 

Julian here on the couch with me today. And Julian joined platinum in 2001, as an Investment Analyst, 

and then left in 2002, to travel the world. So we might even talk about that, because we will love to 

travel the world, especially after being locked down for the last two years. And upon returning he spent 

eight years working in metals and mining equity research and investment banking, or Credit Suisse. 

And he recently rejoined platinum well not that recently 2014 as an investment specialist, and works to 

https://marcustoday.com.au/dl/FSG
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help clients stay informed, as well as working with the basic industries analytical team. So Julian, 

welcome. Thanks for coming on the show. 

 

Julian McCormack   

Henry, thanks so much. Great to talk to you. 

 

Henry Jennings   

Now, just before we kick off, I have to remind all our listeners that this is general advice only. So please 

do your own research contextual via regarding your thoughts, ideas and insights that we talked about 

on this podcast. So just remember guys general advice only. So Julian, thank you so much for coming 

on the show you had such a great wrap from another guest that I had on a few a month or so ago. I 

guess Gemma Dale from NAB trade, he was fantastic. And she said you are the man to speak to. So 

here we are. How can I know she has a lovely depression? No pressure at all. No pressure at all. So 

Julian, first up, happy new financial year. Thank you, Matt. I think 2021 22 was an interesting year 10 

months of happiness and two months of not so happiness. How did it work out for you guys ran at 

platinum? How did you see things in the last financial year? 

 

Julian McCormack   

Well, exactly, as you say, bit of a game of two hearts, as, as they say in sporting cliche. So US markets 

peaked in November. And then global markets peaked a little later than that, probably December into 

January. And people who are familiar with us might know, we have been very cautious for several 

years now. And that worked in the latter half of the factory. So the last few months have been great for 

us, absent March, which is a very interesting month. And I'll talk about that in some detail. So why is 

that we were short, a whole lot of the really bubbly stocks globally, but with particular expression in the 

States. And they were running, you know, galloping along until roughly sort of November, then you got 

a bit of a pivot where people wanted to investors wanted to stay pretty fully invested in pretty confident 

that they will pivoting away from look tech basically taking consumer and that's a duration trade. And 

we can talk a bit more about that later as well. There's two things for me to remember much and 

duration. And and then finally, you got to I wouldn't say capitulation but I a turning point in markets 

where the gravity of the situation began to assert itself and the immediate catalyst for that was was 

Ukraine. And it's so awful to ever talk about human tragedy in in financial terms. So, please, the listener 

excuse me for doing that. But I will. That said that then interrupts the sense of confidence about global 

growth. And from that point on, you get a meaningful correction in markets with immense volatility in 

bond pricing and really high volatility in equities as well. So we've benefited from that volatility, not the 

volatility. I hate people using the word volatility as code. When do we usually say volatility them in 

markets going down? Yes, we have we have benefited from markets going down. Because we've been 

short, the real high fliers. And we've been long, pretty neglected areas of, of global markets. So we're 

quite long, Asia, quite long China. But more particularly, it's it's just that we just haven't had any money 

and the real tech heroes, and in particular, have wanted to short, very, very frothy stuff, which has 

worked quite well latterly. So, you know, go to my website to check that out. I don't want to give 

performance numbers because going ballistic, but we're well ahead of markets in the last six months 

and well behind markets for six months before that, and a couple of years before that. I make no 

apologies about that. Or, you know, obfuscation about that. It's, it's what we would be expected to do. 
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Henry Jennings   

Now, okay, well, you've raised the subject March, tell us about March. 

 

Julian McCormack   

So that's the risk, really, that we face as investors and that we're quite happy to expose investors 

money to what so what are we doing? We're seeking to buy things that are out of favour. And that has 

driven investors like us, and US in particular into somewhat more neglected areas of financial markets. 

And then I think most of your listeners will be familiar with. So lots of money in China and lots of money 

in global cyclicality basically. So semiconductors, autos, and general industrials. So minute by our 

holdings as an example, in Japan, GE would be an example that people would be familiar with, 

globally, you know, just just just global industrials. So not people not selling branded goods to 

consumers, but people selling inputs to other people's production by and large, financials, materials 

energy. And so, sadly, we haven't had enough energy, and then we could have had more, but with that 

sort of run away from us, were to well above marginal cost, which is, you know, always makes us a little 

cautious and a commodity industry. So what happens in March? growth expectations, Ratchet lower. 

And so all economically leveraged things ratchet lower, in particular in Europe, but then also as a layer 

cake effect on that. Global Investors seem to say, okay, Russia, bad. China bad too. So I'll sell them 

both. And, and they're fantastically different. I mean, I mean, incredibly different, you know. So China's 

trade footprint is, again, going up the number but my recollection is 14 times as big as Russia. And 

that's including the oil output, right? So while I guess output, so oil and gas is one thing, and that's been 

that will be and is proven to be extremely painful for Europe. But that's a pretty simple input. That's a 

that's a pretty sort of one factor type input. China order of magnitude exports $500 Billion US of goods 

to the US every year, that by and large goes into supply chains, or, or into inventory to then be on sold. 

So it's sort of an at cost price. So the economic magnitude of that is pretty big, right? So the US 

economy 20 trillion. So 500 billion is a reasonable size numbers about two and a half percent. But then 

the economic impact of that is much greater because it's going into supply chains and an unsold 

inventory. So what's that worth? I mean, is it 5% of GDP? It's probably much greater, because if you 

interrupt that you interrupt a whole lot of supply chains, and that's that spreads out that branches out 

from that from that impact. So these notions that we can just exclude China or sanction the hell out of 

China or whatever. In the immediate term I've asked. So what's happened? China got sold off for about 

a month and is up again, go and check the numbers doesn't really matter. The point is, it's up off its 

lows about 15% in a couple of months. But that's a product of a whole bunch of things. lock downs, in 

the presence of stimulus don't work. And the assumption by most global investors is too hard. Get me 

out of here. They might get sanction, they might never recover from COVID. It's all hopeless game. 

Yeah. And the the underlying assumption there is China never changes. And I just like people to think 

about how much this place has changed in 10 years, 20 years, 40 years, massive changes, massive 

changes. So what's happening under the hood in China little, the Ducks just sitting there, but the feet 

are waggling very, very fast. So what's happening? An entire mRNA platform has been built out the 

fifth, especially in China will be a vaccine that's about six months away, we think could be three could 

be six could be 18. We don't know. But it'll happen. And people need to remember what happened to 

Western markets once feared stimulus or not a stimulus. But when fed bond buying became a reality, 

plus the the knowledge that an mRNA vaccine was coming. It wasn't that it was finalised, it wasn't that it 

was being distributed. It was just the knowledge that it was coming to in May June, by wrecked by by 

memory of 2020. That had an enormous impact. And there seems to be some assumption that China 
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won't ever get there. pretty clearly will they pretty clearly it will. So that's a positive third off to one side. 

But who knows how long that'll take? It's unknowable. We can't know. It'll be months and months, they 

don't have a final drug candidate. And then once you have a final drug candidate, you have to distribute 

it, we'd have to test it a bit, which China is probably going to be pretty conservative with that. And then 

and then you have to roll it out. So it'll it'll it'll take some time. But that area of enterprise for us is much, 

much more interesting in perspective, than most of the things that people have been very excited about 

in the last say 15 years. Right. It's more like maybe post GSA quotes, I call it 13 years, which has all 

been about taking consumer. And there's been this sort of lovely notion that oh, yeah, the future is all 

about American tech. Sorry, I find that ridiculous, ridiculous. countries in Asia. You know, this is the 

Pacific century is 40% of the world's population, all urbanising and industrialising all at one time. And 

for the last whole market cycle, everyone's been super obsessed with like, snap or Pinterest or 

Facebook. Hey, look, you really missing the point. There is a whole lot of stuff that's way more 

interesting than that in the next 20 years. In Asia, so that's the positive. And to be frank, the negative is 

we've managed to avoid market drawdown because we've been short, that recent market drawdown 

because we've been short, all this stuff that it must be really excited about. And everyone's getting a 

really significant reminder that everything is cycles. Everything's cycles, Henry, when, when someone's 

super excited about the latest technology, you just need to remember that that happens every cycle 

and the technologies are always exciting. And it's so hard to empathise with people from the past, 

because you've got the benefit of hindsight. So when someone says autos, radio was super exciting in 

the 1920s, you can't feel that when someone says that Japanese automation and industrials. And 

manufacturing excellence was super exciting in the 80s. You can't feel it. That when someone comes to 

your says Amazon is unstoppable. It just is a machine or, you know, Software as a Service is the future 

is incredible. That you will feel that and that feeling leads to people getting toasted in markets that is 

happening and will continue to happen right now. 

 

Henry Jennings   

Would you I guess, would you say that you guys at platinum take a contrarian approach. In your 

investing style are you clearly have recently in terms of selling those high price tech stocks and buying 

China when everyone else was selling it? Is that a common sort of occurrence in Platinum to take the 

opposite side of the, I guess the investment zeitgeist? 

 

Julian McCormack   

It ends up that way. It ends up that way. We're not trying to do that as a start point. If that makes sense. 

It's just it's just the way we're built. And why that is is best explained by example. So take a stock like 

Samsung, we've owned that for 20 years around about and we understand that business relatively well. 

Now, I disclaimed that I say relatively well, because anyone who says they understand the business, 

super, super super well, this remember two things if they have inside information is illegal. So they are 

an outsider. And they're by definition, a minority. So working in a listed business, I can tell you, people 

external to it that understand that worth a damn. Right unless you're in it living every day. And we know 

that about ourselves, because that's the way we're wired. So with that proviso, how can we understand 

the business really well, so Samsung, everyone will know as a consumer business. But that's all that's 

really doing is sort of a bit of corporate welfare in Korea, plus Turin chips through to an end products, 

they soak up some of the demand as a pull through to a final product that is a sideline to the underlying 

business of making DRAM dynamic random access memory, and NAND or flash memory, they are one 
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three, and five players in NAD that's slightly more unconsented market, but DRAM, super consolidated, 

there's three players, and it's like iron ore, it's a super consolidated market, and they're very, very rash. 

And we know through cycle, we will make something like a 20 to 25% Return on equity. And when 

Samsung gets really cheap, when everyone hates it, it gets down to about one times price to maybe 

from 1.2 would be really, it really interested in buying it. So from a 1.2 price to book, we're going to 

make something like 16 to 20% ROA, through cycle. And we know that's durable, because they aren't 

raising money, because they've got about a third of their market cap in cash. So that's over 100 billion 

US dollars in cash. So that kind of thing gets pretty easy to buy. But but but rewind the tape, go and 

look at share market performance. It just goes through years of boredom and it gets flooded, it's 

actually getting flooded at the moment, because it's a cyclical, right, we're going to down. Okay, all 

that's going to happen is we're going to repeat that cycle of returns to about book at which point we'd 

be pretty interested to buy it. So that compares to something like a software company. And I won't 

name any, because everyone will know them better than me. But a software company, let's say that 

working in enterprise software, it hasn't existed through a full business cycle, probably. 

 

Julian McCormack   

It doesn't make any money. Probably. Exactly. It pays, it pays its own staff in in in shares. And it's relied 

on either equity or debt financing. And quite there's quite a lot of debt in tech in the cycle. And so now 

we're you know, if one's interested in the stock like that, well, what are you going to tell me it's worth 

what can it pay you as an equity holder, because I know as equity holder, I'm making some function of 

the return on book, right? Because I own the book, it's called equity. So I own that, we own that, and I 

can get some function in my head, some will come as a DV, it's Korean, so it's not gonna pay me a 

beat up, but it'll pay me a bit. That's pretty reasonable. Actually, it's good. threes and fours and fives, 

which is sort of okay. And then we'll reinvest in that superb business that gets so every bucket puts 

back into the business is getting a 20% ROA on, right. So that's why we end up in businesses that are 

sometimes a bit underwhelming for everyone else in the market, because at various times, other people 

in the market will run along and want to buy things that are very, very exciting. And they're always 

different. So in 2007, everyone, BHP and Rio, the growth stocks are on a one to one and a half 2% dv. 

And, and they were just being priced this magnificent future or the industrialization of Asia. It's also 

fantastic, blah, blah, blah, guess what those businesses have done great, perform fine. And they had a 

bit of a downturn, really, from, you know, about sort of 2013 on they had those low commodity prices 

from then on, but their operational performance has been fine. And so a decade later or more, they're 

about where they were more 1415 years ago. That's what happens when people lose their minds 

chasing things that don't that cannot live up to that heart. So in that context, at the end of a tech cycle, 

we're going to be pretty anti tech at the end of a resources, boom, we're going to be pretty anti 

resources. Because everyone's everyone's wanting to price a magnificent future. Well, that's nice. Just 

remember everybody, it's always a cycle. And all we want to do is compound away at about 10 to 15%. 

Every year through cycle, we can't do it every year. But that's how average over 28 years, which by the 

way, if you do 10 to 15 and geared over decades, you get real rich, real rich, very few investors in the 

history of this thing of investing do that. So that's the point. So now we've ended up at this at this sort of 

endpoint Henry, where everyone's been telling us we've been idiots for two years or three years or four 

years because all this stuff tech stocks were so easy and so great. That's all the future. And now, we're 

in some process that is genuinely ugly of going from a low rate and inflation level and volatility 

environment to a high inflation, higher interest rates level and volatility environment. And the change 
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from one to the other is colossal for the pricing of assets. It's that none of this is unprecedented it is, it 

is, literally the definition of cycles over time, we've been saying for years, you must take the threat of 

inflation seriously, because it's all cyclical. So what happened, we had a CapEx binge, for, you know, 

15 plus years in whole bunch of things. So all the way back to the 90s, fibre and chips, you know, what, 

you know, high, you know, low spec or old chips, you know why they're in shortage, because we built 

all the factories 25 years ago, and we built too many. We started in the 90, then you had the, you know, 

the China boom, and the resources, burned, etc, etc. And that caused a colossal drawdown of a whole 

bunch of things among them shipping. So going back 15 years, we're building out about 50% of all the 

holes over was actually about 60% of all the holes of the of the holes on the water, there was 50 or 

60%. In shipyards getting built, that number just collapsed over time to about eight, you hardly put any 

chips, right? So why because it's a cycle, it's cyclical, then we have a shale boom, and invest, or you'd 

have to go and check the numbers. But my recollection is four or $5 trillion in shale trillion. That all 

collapses post 2014. And we have very long and complicated supply lines, but hubbed around China. 

So no one feels like they have to do all the capex and the supply lines either. So everyone thinks that 

there's no inflation in the system. 

 

Julian McCormack   

In that environment, all you're doing is living off. Yesterday's capital expenditure, nothing new about 

that. These are pretty simple businesses, price goes up, capital comes in, price goes down, capital 

goes back. And that happened because of this very low interest rate environment. Over time, we had 

these booms of investment, and then busts and then lived off the harvest those productivity gains, and 

then just didn't think we'd ever get a cycle again. So now where we're at now, where we need to make 

up the capex, so So when I say that global oil and gas capex halved from 2014 through 2016, and stay 

there, metals and mining capex as measured by the top 25 miners in the world, their capex halved from 

2013 to 2015. And stay there, shipbuilding collapsed over 15 years have talked about that. And just just 

go and look at manufacturing capex in the developed world in the last 20 years, has been derisory. And 

now we have to make up all that capex all at once in the presence of real supply line stress, and that's 

before we get to anything around decarbonisation, which requires something like $5 trillion of CapEx 

trillion with a T that's 5% of global GDP every year for decades, if we're going to get serious about that, 

decarbonisation piece, and in that environment, be it my industry peers, were telling people not oh, gee, 

you know, thought so transitory it's all demographics, technology, where it's not, it's a cycle. So people 

who are sitting on future promises of cash flows are not going to get paid those cash flows and anything 

like the value that they think they will. And markets working that out. And that's why so many of these 

stocks are down 50 to 90%. Because we've gone from one environment to another, and it's 

devastatingly bad for the value of duration, which was that thing I was other thing I was going to talk 

about future promises, future promises, I need to get paid now because if I don't know if inflation is 

going to be five or seven or nine or one I want to get paid right now. Right? So it's not just the right it's 

the volatility of that rate of both inflation as a sort of neutral way of present value or interest rates as as 

either an alternate use of my capital or discount rate however you want to think about it sort of two 

sides of the one coin and I don't think people have remotely got their head around what that means the 

halfway through all right, sorry. I just still still see so much commentary around our gosh, you know that 

that market however defined s&p The MSCI All Country, the NASDAQ whatever do that that'll one 

times for earnings looks interesting on one time, try it on one year trailing earnings or whatever that 

looks very interesting or whatever, guys, you've just been through the single largest peacetime stimulus 
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in human history. Do you recommend affected corporate earnings, it sent them ballistic. So in 18 

months, US corporate has it people can look this up, just go and look, just go and google US corporate 

earnings Fred, and get the non CCA and non IAVA adjusted earnings, which is the real dollars number 

that that's going into people's pockets, corporate earnings went up from under 2 trillion to 2.8 trillion in 

18 months. That's a 40% increase. And then people want to capitalise those earnings. On the highest 

multiples, according to any earnings, near as damn in market history. So when people think they're in a 

bear market, in particular US assets, they really should think that they are. Because most people are 

having a debate, oh, gee, you know, maybe it's a recession, maybe it's good. But look, just bank on it. 

Because now we have an 8% fiscal consolidation, with a Fed tightening into that fiscal consolidation, 

with a housing bubble, a bond bubble, and an equities bubble all at the same time, and a Fed that's 

very focused on getting inflation back to two. So that sounds like it's easy, but how do you get wages 

which are growing at 6.1, rents, which are growing at 10 to 15. And energy, which is up variously 100%, 

if it's gas over 100 hertz, coal, six fold, if you're in Germany, six fold increase in energy prices? Or, you 

know, so 5050 ish percent, if you look at just crude, how do you get them back to two? Pretty easy You 

Have you ever question? unemployment goes to 10. But, you know, I've said that it's bloody hard. 

 

Henry Jennings   

So is that the kind of ugly outlook that you see happening? I mean, we could you could get very ugly 

under your scenario, I guess? 

 

Julian McCormack   

Brutal, brutal. And I'm sort of astounded that people are still so chipper after the worst first half of any 

calendar year, in real terms in market history. That's what we just went through. Yeah. And markets are 

just sitting there. You know, what you think markets are just crazy. It's all just a maybe, no, it's, it's 

pretty bad. Potentially. Do you know what else we've all learned the last few years, there's no rules. So 

the Fed could be in there buying equities by the end of the year, literally, if it gets bad enough. So take 

everything with a grain of salt. current day, you know, sort of what are we early July 2022. This is what 

this looks at. Hardly anyone is bearish. And because most people are sort of thinking, I can buy the dip, 

I can look through like I'm blah, blah. He couldn't look through the 1970s. 

 

Henry Jennings   

No, I remember it very well. I was in the UK doing my homework by candlelight with... 

 

Julian McCormack   

Wow! 

 

Henry Jennings   

With the three day week and Ted Heath in charge, and constant political volatility with, you know, hung 

Parliament's and elections, it was just a nightmare. 

 

Julian McCormack   

So look at the things you just touched on that energy shortage, political uncertainty. Right. So if any of 

this ringing a bell?  
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Henry Jennings   

Oh, yeah, no, this is this is ringing. You know, I was only you know, in the early 70s. I was 10 years old 

or something. But it's this is ringing big bells. 50 years later, you know. And it's all came about because 

of an energy crisis back in the early 70s. Petrol rationing you couldn't, you know, the television went off 

at 10 o'clock. I think that was roughly the time they played the national anthem. And that was, yeah, 

that was that. There was no more power, like that didn't run the TV. So everyone went to bed. And that 

was it. 

 

Julian McCormack   

Probably a good thing. But the the echo of that this time around is this capital stagnation in fossil fuels. 

And my I'm a real greeny, it'd be great to get to a carbon free world tomorrow. It is just absolutely 

impossible to do that. Absent complete cataclysm, or if people want to be honest about it, just be frank 

about saying, well, we've got an energy transition ongoing. And rather than invest in the existing 

technological base, to smooth out that transition over time, and to allow for other other technologies to 

grow into that until we get fusion, because we'll get fusion, that's going to happen. Right? That's maybe 

20 years away. But every reason to be optimistic about the future, it's all great. But until we get some 

absolute breakthrough like that, the storage and transmission of electricity, via other means requires 

baseload power, which cannot be provided other than coal, nuclear, at a pinch, you can use some gas. 

So to say otherwise, is to say you're living standards like going down. So if people were honest about 

that, I think it would be better. Because if people do want to hold out that we can, that we can have a 

transition from a fossil fuel based civilization, because something happened about 300 years ago, that 

saw GDP per capita go up. For the first time in human history. It had never gone up, ever. What 

happened was wealth got transferred from one party to another party, and populations grew in to what 

was produced over time. So something happened 300 years ago, variously defined, it could be 

institutions got better, it could be capitalism took over, it could be whatever, I bet you a ham sandwich, 

it's probably got a lot to do with fossil fuels. Because we got this massive return on energy in. So you 

need very little energy into an oil well, and it gives you unbelievable energy back out. And it's 

transportable. And it's substitutable and fungible. And you can move around and, and do all sorts of 

stuff with it. So we are introducing an energy crisis of our own making. So it was the Saudis isn't the oil 

soared in the 70s. Now, it's markets and market participants introducing a green sword now, and doing 

that, and hey, maybe that's right, maybe it's a good thing to do. Maybe we've got too much stuff and too 

much energy consumption and all good. But let's be honest about it. So, but that's certainly one train of 

what I'm talking about. But what it speaks to, is the volatility of cost basis. We're just seeing that happen 

in Europe unbelievably, right. But it's happening everywhere. So your listeners will be familiar with 

what's just happened in Australia with a suspension of the energy market under amo, Japan, in Japan, 

people in Tokyo were requested not to use their air conditioning, on the hottest night, June not on 

record, these things are happening because of choices we're making. But now run a manufacturing 

sector off the back of it or think about what that does for your cost basis and how that's all working. So 

all this is is a very difficult environment in which to price assets. That's all. And the other thing, too, is 

it's not the end of the world. GFC is not it's not the Great Depression is only like that. It's just nothing 

like three years ago, right? So three years ago, why do I say that we had low and, and incredibly stable 

inflation. And central bankers everywhere knew they didn't have to worry about it. So anytime there's a 

problem is that we've just print 20% of GDP and injected into the economy over two years funded by 

the central bank that monetizes it for you. That's what just happened in the States. We can't ever do 
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that, again. It's not gonna happen again. Because now we have, you know, the genies out of the bottle, 

we have high and very volatile pricing for prices. So that doesn't mean anything terrible, it just means 

you got to understand what you own. You cannot buy markets and just expect them to sail up, the 

discount rate has gone up, and it's up. You know, kind of forever. I have 44. I had gonna say three 

years ago again, right? Very, very much. So from 5000 year lows of interest rates to now CPI eight and 

a half the world change, man. The world changed. Yes, it 

 

Henry Jennings   

did. But it could the world change back again. If we, for instance, if we saw Russia and Ukraine say, 

you know, let's be friends. And let's draw a new line and the oil price collapse back to $85. Would that 

be enough to take the massive sting out of inflation that we've seen, and bring it back to fours and fives 

rather than eights and nines? 

 

Julian McCormack   

It'll help. Absolutely, it'll help. And as someone who has, you know, pretty frequently short markets, 

again, to be ghoulish. One of the risks in being that is you get a settlement in Ukraine. Absolutely. So 

some of that political premium will come back at a while prices, but it's not going to spend the capital, 

right, it's not going to make capital go into the ground. So and there are, you know, big, ready projects 

ready to go there's presenting some salt projects, pretty big project up in Alaska, there's things that that 

will come online, but once these things get behind, you have to run very hard to get back ahead of 

them. So just remember what that mining boom was like, in a place like Perth, where you couldn't get a 

car for love nor money. You needed a driver to get around the town. You couldn't get a cab, sort of 

before the days of Uber. So you know, that sort of 2000 567 period, cup of coffee was about the most 

expensive cup of coffee in the world. You can't literally Yeah, and you couldn't get people why? 

Because you've got this huge boom in cabinet and you have had to catch that up. So that's, that's 

where we're at, across kind of everything. So you want a whole lot of EVs or where the hell you're going 

to get the copper from that, or the nickel and manganese or whatever. Right. So that's all good. Good 

luck with that. You want to lower oil price? Okay, well, let's go and spend several percent more of 

global GDP doing that. Okay, so now gonna get the petroleum engineers and the reservoir engineer 

guys and the guys who are really good on a drilling rig and know that they've all retired me. You can't 

starve an industry of capital for 10 years, getting off for 10 years, and turn around and go, I will just 

switch it all back on right. And then food is kind of up there as well. Wait, prices have collapsed 

admittedly. So you know that that's always going to happen. But did you know that inflation is a whack 

a mole phenomenon? When people point at one thing, oh, the lumber prices come down? That 

certainly is inflation is under control, our wheat prices have gone down. That's all good sentiment in 

Ukraine. That means the oil prices off 20 bucks. So now inflation is all fine. Okay, so how you're going 

to get inflation of wages? That's now 6.1%? How you're going to get that? Because you're going to sit 

down. This is what I mean by the volatility of inflation being very important. Because think about it. If I'm 

if you're my boss, and you're and you come in, you know, you had a good year, you say to me, you've 

had a good year, Juliet's all been really good. And we're going to increase your wages by three, 

because I think the oil price is coming down. Okay, Matt? Well, my rents up 10 or 15, because property 

prices are up 30 or 40, in two years. So I don't think I get any relief from that. My dream of owning 

houses that are running out heavy. I know what I'm paying at the petrol pump. And so you can you can 

tell me it's going down, but I can't really observe it. And food aren't any cheaper. So hang on, no, no. 
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And also, I'm actually going to kind of want to sting you for what I've lost in the last couple of years in 

real wages as well. This is the infamous cost, you know, wage cost spiral. We're in one, it's not a 

maybe the last time us wages, which is the Atlanta Fed, Tracker is the best thing to watch for that. The 

last time us wages were up 6.1% year on year, it was not in any three. So why people don't have that 

model in their mind of where we could hit. I'm unclear. And all I'm saying is you just don't want to own 

you just don't want to be sort of leverage long, a whole bunch of stuff, because you have a mortgage 

leverage long that you've got a huge amount of debt against a risk asset. And then you own a whole 

bunch of equities on top of that, because you own separate bills. So you're a little household hedge 

fund. You'd probably want to make sure you have some cash in there. If you're gonna say, oh, but we 

talked about cash it is goes backwards in value over time, is that better than my buy now pay later 

shares?  

 

Julian McCormack   

Is a built in software as a service shares it probably probably. And you're give that money to people 

who you know, can make money through cycles. Or if you're a good investor yourself, have a bit of a 

punt on things that might be anti fragile, so, so puts or government bonds or whatever, right? So it is 

this is about capital preservation here, probably for the foreseeable future. It's not a crisis. It's just the 

bear market. bear markets don't go for six months, they go for two years or something. Remember, 

2000 to 2003. Remember the early 80s. Right? These are long grinding, not very fun, not terrifying, 

either. So we might get vix go to 40. But it ain't kind of 100 or 90, you know, like it did in the GSE or in 

COVID. So VIX is volatility measure of volatility. So we're not going to get I don't think we're going to 

get that sort of panic and oh my god, it's the end of the world. And no, we're just going to be ground 

down by a fed that needs to reinstate the value of the unit of exchange against physical assets. And 

that's pretty important. Because if, if you have wages spiralling out of control, plus Energy Plus steel, 

plus speciality chemicals, Will, how do you run a military that gets a bit tough? The deficit doesn't 

matter. In fact, that's a bonus if you can fund a massive deficit with a strong currency that other people 

pay for your beauty. That's why Bach was a hero vaca Fed chair from 1870 786. He was reviled at the 

time, hated, hated Obama brought him back in the GFC to solve the world's problems at work. That's 

why we have the Volcker rule and bank no one remembers McChesney Martin. Was the boat before 

Volcker right? In fact, he was too before Volcker coming in with a garden full hog. And I sort of know my 

fetches, so you know what I'm saying? Yeah, the guy who saves the world from inflation. He might be 

hated at the time. But he's remembered as a hero. There's a reason for that. It's because of this very 

fundamental Imperial prerogative.  

 

Henry Jennings   

So Julian, you've run us through a pretty, I wouldn't say massively bleak, but it's pretty bleak scenario. 

Fast forward as a year. Where are we in a year's time? We've got still high inflation, we've got a wage 

price, or wage rise spiral happening, what the markets, what sort of levels are we seeing in the markets 

on that base? 

 

Julian McCormack   

Yeah, look, as a guest, I think we've probably got a grinding bear market and an acknowledged 

recession, unemployment is going up and ignite the Conference Board, which is the thing that sort of 

blows the whistle on recessions in the States has declared a recession. risk assets are a lot lower than 
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they are. It's it's sunk into people that rates are higher for a long period of time, because inflation has 

peaked and fallen but remains stubbornly high. And probably, you want to be starting to buy equities, 

right, because probably beginning to have priced all those things out, you're also 18 months getting off 

or two years into a pretty bad bear market. And look at a guess I'm guessing the s&p is back down 

around 20 803,000, something like that. So it's proper good bear market fit 40% ish down. and the 

NASDAQ sound way more, way more, we're and so here the industrial what to look for, to get a bit 

confident about markets having bottomed, lots of bankruptcies, unemployment going up, it might have 

peaked, it'll still be going up recession has been acknowledged. And call has been, you know, pretty 

obvious. That might be very early, by the way that could be this quarter. Because we had a negative q1 

and q2 looks negative two. So it could be pretty close to that one. And you're beginning to get either 

exits. So people just giving up and going from being a tech stock to a mining stock, as we've seen, we 

see quite a lot in Australia, or consolidation at at very, very low levels. So sellers and buyers on the 

corporate side, and in VC land and meeting each other on valuation at very, very low levels, relative to 

pay. Once you see those sort of things, and it begin, you know, the finding a bottom there, that's all 

good rates have peaked and have probably come down. And then you're beginning to want to own US 

housing, your industry, your materials, players globally, which I think are probably looking pretty good. I 

don't know that China gets chopped up too bad through this whole period, they've been in a pretty 

shocking bear market and recession by Chinese standards for a couple of years now. So they're 

probably sort of just muddling along, not doing anything spectacular and muddling along. So they're the 

kinds of things I think you'll be, you'll be saying, interesting. And so like, it's the time that's going to 

shock people in my view, because we're all used to crisis. Yeah, May 20 crosses or GFC crisis or 

Eurozone crisis, you know, it's all crisis. Crisis. crisis isn't a crisis. It's just a bear market, no one comes 

to save you from a bear market. Perfect. They don't want to save you, they want to check you out. 

That's, that's how you alleviate the tightness in the system. Because, you know, monetary policy 

officials only really have one thing they can affect at his consumption patterns via the wealth effect in 

the real economy. People bump their gums about interest rates and their transmission and blah, blah, 

blah, no one really knows. I mean, if they did, we wouldn't be in this mess, right? We wouldn't have 

cycles, because we don't know what we're doing. But what happened coming back out of the GFC, the 

Fed was acutely focused on the wealth effect. So look, we can't make the government spending the 

money and we can't do this. What we can do, we're going to protect bond prices, but zero bond yields 

zero bond prices go through the roof. We know everything is priced off the back of the bond. Pretty sure 

the wealth effect will kick in. So it's, it's absolutely clear in my mind, they want to give the wealth effect a 

good kicking on the way down. Yeah, yeah. And this saying it right. So pals use the word painful. You 

know, Bhullar, St. George's, I can't remember who it was for. So you know, my job is to get inflation to 

to I don't care what's causing it, it's going to to my job. So we should probably take them at their word, 

because we needed to take them but they weren't all the way out. So that Which begs the question. We 

don't know what happens if all gets too hard, because we've got too much debt. Now. They can't push 

rates too much. We all realise that's really bad, right? All you're saying is, it won't go on for long. It'll just 

be short and brutal and difficult, because pushing rates a little bit will break things quickly. That's 

actually bad. Right. So all I want to do in this sort of alarmist stuff is impress upon people. We have just 

been through the most amazing cycle. It was a long and quite frothy bull market by January 2020. And 

then what happened from that point on is unprecedented market history. So earnings up 40% in 18 

months, it doesn't happen. Right? That's that's that's where happens at times. And the the hangover 

after the party might be somewhat intense. So just take a few Panadol in advance of it. Right? In fact, 
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you probably get a bit of a headache now listen to me, but but do have a bit ofdry powder. And do not 

assume anything, all we really asked people to think about is, it is probably wildly unlikely that if this is 

the end of a cycle, which it very much looks like that the things that lead up, will lead back out. They 

don't do it doesn't work that way. You didn't want to rush in and buy mining stocks after the GFC, right? 

Because they sort of lumbered along and then they really fell apart from 2013 on. Same thing in the 

tech stuff post, you know, 2003 2003 it takes people a long time to go back to a well they've just been 

poisoned by. And this is what that looks like. It's that kind of event, because we're going from that low 

inflation to high inflation and volatility of inflation type event. So cautious and and be psychologically 

prepared for tough time. 

 

Henry Jennings   

All right, well, let's finish on a happier note. Yes. So according to your biography, you travelled the 

world today. So where was your world? Okay, not where was Where is your favourite place in the 

world? If you are going to take six months out? Or a year out? Avoid all this upcoming nastiness and 

ugliness? Where would you where would you go to spend? 

 

Julian McCormack   

Favourite city would be Berlin. 

 

Henry Jennings   

Oh, wow. Okay, 

 

Julian McCormack   

Which is super cool. Now, bear in mind, they haven't been there for 20 years, but they are being there 

briefly just going through their grammar spend the proper time. There's a long time. But it's a beautiful 

city. It's fantastic city, and then sort of favourite sort of area would be northern Spain. So it was sort of 

going to chill out the countryside somewhere, northern central Spain, so maybe Senegal, or 

somewhere like that. So depends on the kind of holiday. Right? If it's about excess, I'd probably hang 

out in Berlin, if it's about sort of finding peace and tranquillity. I'd sort of had two semesters in northern 

Spain.  

 

Henry Jennings   

It's funny, my son spent some time in Berlin. And from all the travels he did we get lots of stories from 

him. But the one place that he never talks about in terms of stories is Berlin. Wonder why. And he 

always says that he wouldn't really ever believe the stuff that I saw when I was in Berlin. He was there 

for about three or four months. And he struggled to get work because didn't speak German, which, 

which was a bit of a handicap. Interesting. You're talking about Northern Spain, and my brother's got a 

house about an hour and a half north of Barcelona, on the coasts and the cost of food, which is just 

absolutely, and everyone bags, Torremolinos, and Benidorm, which is a bit further north, but where he 

is in let's start, it's just absolutely stunning around there. It's beautiful part of what I love Spain, Spain 

and Italy for me. 

 

Julian McCormack   
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Yeah, me too. Me too. They're beautiful, beautiful parts of the world for all their chaos, and it's part of 

the fun and malfunction. It's dysfunction. That's beautiful. 

 

Henry Jennings   

As part of the fun as long as there's good food to eat and Italy, no one seems to really care too much. 

 

Julian McCormack   

No exactly. And they might be right. You know, they might well be right. Might be there might be the 

right and philosophy. 

 

Henry Jennings   

They seems to be a happy that's for sure. Exactly. Julian, it's been an absolute I would say it's gonna 

be it's been a delight talking to you. It's been sobering, shall we say? Talking to you. It's been really 

fantastic. I'd love to have you on the show. We could talk for hours. I think on this site. I think you've 

given us a really great things to think about I think and things depend on so and warnings there, which 

is fantastic. So thank you so much for coming on. I really do appreciate your time. 

 

Julian McCormack   

Thank you so much for the invitation. It was great to talk to you. Thank you.  

 

Henry Jennings   

Thanks Julian. 

 


