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Share markets continued their strong recovery through to the end of the year.
The start of the COVID-19 vaccine rollout and the conclusion of the U.S. election prompted 
confidence in investors.
Economically sensitive investments made a comeback after an extended period of relative 
weakness.

For humanity, we gladly wave goodbye to 2020, but for financial markets, we endured a period of 
surprising benefit. Not even the wildest of market predictions would have been right. If someone 
asked you how the market would perform if a global pandemic hit, causing widespread job losses and 
the biggest contraction in the economy for around 90 years, we doubt you’d describe today’s reality.
Global stocks, corporate bonds, real estate, gold, commodities and bitcoin have all moved forward and 
delivered positive performance. 

The final quarter of 2020 was a strong one by historical measures. It is a clear case of market 
participants looking over the horizon, spurred on by the vaccine rollout combined with a perception of 
greater political stability. The wave of “good news” comes with many fascinating and constructive sub 
plots. One of the most interesting happened in the fourth quarter of 2020, where value stocks bucked
a multi-year trend to join the winner’s list. This was partly marked by President-elect Biden’s victory 
but is also a vision for life after lockdowns and COVID-19, with the reopening of the economy 
considered a positive for economically sensitive sectors. Company defaults and bankruptcies also 
remain low globally, defying the doomsayers, supported by record stimulus and the cheapest 
borrowing rates ever seen. 

Here are some of the fourth-quarter and full-year 2020 highlights:
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Global shares rose meaningfully in the fourth quarter, finishing 2020 with healthy overall 
returns. Returns from this asset class have been somewhat muted for unhedged investors, 
however, given the stronger Australian dollar. At year-end, the U.S. market had rallied as much 
as 70% from the March lows.

Shares in emerging market companies outperformed developed market peers, during the fourth 
quarter and on a 12-month view. This sector was buoyed by renewed confidence in the outlook 
for global growth and low U.S. interest rates. 

Energy and financials were the best performing sectors in Q4 2020 recording gains of more than 
20%! Nonetheless, returns from these sectors finished down on a calendar year view, materially 
so in the case of energy. Even accounting for the recent rally, this sector continues to appeal as 
an attractive investment opportunity given its compelling valuation, in our view.  

Among fixed income assets, interest-rate-sensitive bonds were one of the rare assets to fall in 
the fourth quarter. Meanwhile, riskier high-yield and emerging-markets bond categories 
performed the best on the back of the improved outlook for global growth.

Above all else, while it may feel like a good time to invest, investors still need to weigh up the prices 
that they are paying, as we’ve seen extreme divergence in asset prices, which potentially raises the
risk of loss. As Warren Buffett once said, “Only when the tide goes out do you discover who's been 
swimming naked”. That said, we continue to see opportunities and remain confident that our positions
are in the best long-term interests of our clients—acknowledging tomorrow’s challenges and working 
towards a prosperous 2021 and beyond with good financial decision making.
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Past performance is not a reliable indicator of future performance.
Returns over 12 months are annualised.
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Top Holdings

Weighting %

Morningstar Int Shares ($A Hedged)(Zero Fee Class)
iShares MSCI Japan ETF (AU)
iShares MSCI Emerging Markets ETF (AU)
iShares MSCI South Korea ETF (AU)
BetaShares FTSE 100 ETF
BetaShares Glb Energy Coms ETF
iShares Europe ETF (AU)
iShares Global Consumer Staples ETF (AU)
Cash Account
Vanguard FTSE Europe Shares ETF

26.6
17.8
11.3

9.2
8.8
7.5
6.9
4.6
3.2
2.7
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Risk-Reward
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Global Portfolio - Complete List of Holdings

Portfolio Date: 31/12/2020

Code
Style

Box

Portfolio
Weight

%

Morningstar Int Shares ($A Hedged)(Zero Fee Class)
iShares MSCI Japan ETF (AU)
iShares MSCI Emerging Markets ETF (AU)
iShares MSCI South Korea ETF (AU)
BetaShares FTSE 100 ETF
BetaShares Glb Energy Coms ETF
iShares Europe ETF (AU)
iShares Global Consumer Staples ETF (AU)
Cash Account
Vanguard FTSE Europe Shares ETF
Vanguard FTSE Emerging Markets Shrs ETF

11745 Ë 26.6
IJP È 17.8
IEM È 11.3
IKO Ç 9.2

F100 È 8.8
FUEL Ç 7.5
IEU È 6.9
IXI È 4.6

3.2
VEQ È 2.7
VGE È 1.5

Market Performance

Time Period: Since Inception to 31/12/2020

Inv Bmk1

Up Period Percent

Down Period Percent

Best Month

Worst Month

Best Quarter

Worst Quarter

62.75

37.25

9.94

-9.70

13.86

-16.05

63.73

36.27

7.97

-8.88

13.41

-10.33

Risk

Time Period: Since Inception to 31/12/2020

Inv Bmk1

Return % pa

Std Dev

Max Drawdown

10.94

10.95

-16.57

14.88

10.29

-13.03

Equity Sector Exposure - Portfolio

%

Basic Materials 6.5

Communication Services 7.3

Consumer Cyclical 12.4

Consumer Defensive 13.5

Energy 9.4

Financial Services 8.9

Healthcare 9.4

Industrials 12.9

Real Estate 1.3

Technology 16.8

Utilities 1.6

Total 100.0

Equity Regional Exposure - Portfolio

%
Africa/Middle East 1.3
Asia Developed 17.0
Asia Emerging 8.8
Australasia 0.2
Europe Developed 13.8
Europe Emerging 0.6
Japan 24.9
Latin America 1.7
North America 18.8
United Kingdom 12.9
Total 100.0
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This document is issued by Morningstar Investment Management Australia Limited (ABN 54 071 808 501, AFS Licence No. 228986) (‘Morningstar’). Morningstar is the 
Responsible Entity and issuer of interests in the Morningstar investment funds referred to in this report. © Copyright of this document is owned by Morningstar and any 
related bodies corporate that are involved in the document’s creation. As such the document, or any part of it, should not be copied, reproduced, scanned or embodied in 
any other document or distributed to another party without the prior written consent of Morningstar. The information provided is for general use only. In compiling this 
document, Morningstar has relied on information and data supplied by third parties including information providers (such as Standard and Poor’s, MSCI, Barclays, FTSE). 
Whilst all reasonable care has been taken to ensure the accuracy of information provided, neither Morningstar nor its third parties accept responsibility for any inaccuracy or
for investment decisions or any other actions taken by any person on the basis or context of the information included. Past performance is not a reliable indicator of future 
performance. Morningstar does not guarantee the performance of any investment or the return of capital. Morningstar warns that (a) Morningstar has not considered any 
individual person’s objectives, financial situation or particular needs, and (b) individuals should seek advice and consider whether the advice is appropriate in light of their 
goals, objectives and current situation. Refer to our Financial Services Guide (FSG) for more information at morningstarinvestments.com.au/fsg. Before making any decision 
about whether to invest in a financial product, individuals should obtain and consider the disclosure document. For a copy of the relevant disclosure document, please 
contact our Adviser Solutions Team on 1800 951 999.


