Morningstar Moderate (30)
Managed Account Portfolio
Quarterly Performance Update
Risk Level: Low to Medium
Inception: 1 July 2012
Investment Horizon: 3 Years

All data and information as at Portfolio Date: 30/06/2022

Management Fee: 0.50%

At a Glance

Indirect Cost Ratio: 0.17%

2022 has proven to be an increasingly challenging period for investors amid a
backdrop of rising inﬂation, higher interest rates and ongoing geopolitical
tensions. In recent weeks, inﬂation headwinds have worsened, with the
latest U.S. inﬂation data fuelling concerns that we may be in for an
inﬂationary period that is both more severe and of longer duration than
previously anticipated. While this is important from an increased cost of
living perspective, the knock-on implications on the outlook for interest rates
have profoundly impacted both share and bond markets. Global shares, for
example, are down around 18% (in aggregate and before adjusting for
currency moves) calendar-year-to-date, while losses in key bond markets
(which are just under 10%, over the same timeframe) are among the greatest
falls seen in these asset classes in the past 80 years!

What's the purpose of this portfolio?
This is a portfolio of investments hand-picked by our team of professional
investors. It targets around 30% growth assets like shares and property, and 70%
defensive assets such as cash and bonds. We actively buy, hold or sell each
investment depending on market conditions, with an aim to optimise your
rewards, whilst preserving your savings over the targeted investment horizon.
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Past performance is not a reliable indicator of future performance.
Returns over 12 months are annualised.
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The portfolio aims to earn a rate of return that exceeds inﬂation by at least 1.0%
per annum over rolling 3 year periods.
Quarter-end Asset Allocation
Australian Bonds
Cash
International Shares
International Bonds
Australian Shares
Alternatives
Total

%
32.7
18.4
18.4
16.2
9.1
5.3
100.0

In this regard, the typical diversiﬁcation relationship that we might expect
(that would see bonds buﬀer sharemarket losses) has not held throughout
much of 2022. Despite this, the portfolio has performed relatively well. In
part, this reﬂects holding a lower weighting to U.S. shares (which have fallen
by more than 20% so far in 2022, led lower by ‘big tech’ companies,
including Apple, Google, Microsoft, Amazon & Meta), as well as, a much
lower weighting to longer-dated bonds (which are more sensitive to rising
interest rates). Interestingly, having experienced falls of this magnitude,
these assets now represent much better value, and we have increased our
weighting accordingly over the second quarter. In addition, some of the
portfolio’s more targeted positions, notably energy companies, have
delivered exceptional returns, with the sector up almost 28% calendar-yearto-date, on the back of the surging oil price. Following this outperformance,
we have moved to lock in some proﬁts.
The risks (and fears) of a more dire economic scenario appear to have
intensiﬁed, both globally and locally. Investors are concerned that to bring
inﬂation back under control, Central Banks may need to aggressively raise
interest rates, which risks tipping economies into a recession. Worse still is
the potential for a return to a 1970s style ‘stagﬂation’ scenario, characterised
by high inﬂation, high unemployment and no economic growth, which would
understandably be a very diﬃcult situation for the Reserve Bank of Australia
(and the Australian government) to manage domestically. Granted, this
speciﬁc inﬂation concern softened in the ﬁnal days of the quarter, allowing
shares and bonds to rally oﬀ their 2022 lows. Nonetheless, it highlights the
challenge in the current environment, in that inﬂation and interest rates are
notoriously diﬃcult to predict, as are the actions of Central Banks. As such,
while focusing on the worst potential outcome is natural, the reality may be
very diﬀerent. For this reason, the portfolio is constructed in such a way that
it holds some assets that typically do well in an inﬂationary environment and
others that we would expect to prosper should inﬂation expectations soften.
With this in mind, while it remains an uncertain period, we continue to ﬁnd
opportunities to add attractively priced assets to the portfolio and believe
that the portfolio is appropriately positioned to achieve its investment
objective over time.

*Investment performance is before tax and the post-fee return is after the standard management fee of 0.50% and indirect cost ratio (both are inclusive of GST).
Investment performance is shown from 01/07/2012 and represents modelled performance only and assumes income received is reinvested. An individual investor’s
performance will diﬀer from the modelled performance depending on factors such as transaction timing, actual management fees, whether income is paid and any
divergence from model portfolio weightings. The portfolio may include exchange traded funds which charge management fees and these are an additional cost (captured
within the indirect cost ratio above) to individual investors and impact their return.
^The CPI was not available for the current quarter at the time of creation of this report. CPI for the same quarter of previous year has been used as a proxy for the current
quarter. Please note the actual CPI for the current quarter may diﬀer to the proxy used.

Information about investment performance
What drove portfolio performance over the past year?

This chart shows how the individual parts of the portfolio contributed to investment
performance over the past year.

Australian Shares

While it is important to understand how each asset class has contributed to
overall performance, one year is a very short time in ﬁnancial markets. Returns
over such a short period are often heavily inﬂuenced by investor sentiment and
are not necessarily indicative of longer-term outcomes. Morningstar encourages
investors to consider this information in the context of achieving their longerterm goals.

Alternatives
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International Shares
International Bonds
Australian Bonds
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-1.00

0.00

1.00

Actual outcomes may diﬀer, as the chart has been prepared assuming a ‘buy and hold’ approach.
Contribution to return from ETFs has been calculated using NAV returns.

This chart shows how a number of investments have performed on average since 1
July 2012.

Risk versus reward since inception
18.0%

Returns alone are not the full picture. You cannot generate returns without
taking on a level of risk. The chart shows the 'riskiness' of each investment
relative to its average return.
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You want to be as close to the top right corner of the chart as possible, as this
indicates high returns achieved with less risk. You would expect cash to be
towards the bottom right of the chart, with little to no risk and consequently, low
returns.
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It's important to note that past performance is not a reliable indicator of future
performance and riskiness of investments may far exceed what has occurred
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Australian Property
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*Risk is measured as the maximum loss from a peak to a trough for that investment during the period.

This chart shows the annual performance of the portfolio over rolling 3 year periods
– e.g. your average annual return for each of the three years for any given month.
In other words, this chart shows that the portfolio has delivered consistent
positive returns over longer-term periods.

How stable have returns been? (Rolling 3 year returns)
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^Asset classes are represented by the following Morningstar Indices:
Morningstar Australia NR AUD (Australian Shares)
Morningstar AU Core BD GR Hdg AUD (Australian Bonds)
Morningstar Gbl Mkts NR AUD (International Shares)
Morningstar DM REIT NR Hdg AUD (Global Property)
Morningstar Australia REIT NR AUD (Australian Property)
Morningstar Gbl Core Bd GR Hdg AUD (Global Bonds)

Long-term investing helps you ride out the market’s ups and downs. It also
lets you take advantage of opportunities that arise due to other investors making
short-term, emotion-led investment decisions (e.g. irrationally selling investments
at the ﬁrst sign of fear and uncertainty).
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Information about what the portfolio is invested in
How asset allocation is positioned vs the allowable ranges
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Quarter-end asset allocation

The above chart shows the current breakdown of how the portfolio is invested.
A key diﬀerence in Morningstar’s approach is that we use wide asset class ranges when constructing the portfolio. This means that we have the ﬂexibility to invest in
an asset class (e.g. shares, bonds and property) only if it makes sense to do so. If the reward isn’t worth the risk, we can avoid the asset class and hold higher levels
of cash, in wait for better opportunities to arise.
This chart shows how the portfolio positioning has changed over time in
accordance with our valuation-driven asset allocation process.

How we navigated investment markets over time
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The portfolio has the ﬂexibility to move towards opportunities that oﬀer the best
reward for risk (and away from those that we deem to be less attractive).
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As you can see, Morningstar’s valuation driven approach has seen the portfolio
positioning change over time, as we take advantage of prevailing investment
opportunities to position the portfolio for longer term returns.
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Fixed-Income Maturity - Portfolio

Equity Regional Exposure - Portfolio
%
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3-5 Yr

21.8

Australasia

30.7

7-10 Yr

21.0

United Kingdom

20.6

1-3 Yr

18.8

North America

14.3

5-7 Yr

15.3

Europe Developed

11.6

10-15 Yr

8.3

Asia Emerging

9.3

20-30 Yr

3.4

Japan

8.8

15-20 Yr

2.8

Asia Developed

2.7
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0.3

Africa/Middle East
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Other

8.3

Latin America

0.9

Total

100.0

Europe Emerging
Total

0.1
100.0

What you're invested in
Code

Asset
Class

IAF

Australian Bonds

21.695

17381

International Bonds

14.675

Vanguard Australian Fixed Interest ETF

VAF

Australian Bonds

8.922

iShares Enhanced Cash ETF

ISEC

Cash

8.601

BetaShares High Int Cash

AAA

Cash

5.508

Mstar Multi Asset Real Return (Zero Fee Class)

11736

Alternatives

5.282

BetaShares FTSE 100 ETF

F100

International Shares

5.257

Morningstar International Shrs Actv ETF

MSTR

International Shares

2.667

Cash

2.600

Holding
iShares Core Composite Bond ETF
Morningstar International Bonds (Zero Fee Class)

Cash

Morningstar
Sector

Portfolio
Weighting %

iShares Core MSCI Wld Ex Aus ESG LdrsETF

IWLD

International Shares

2.138

BetaShares Aus Bank Sr Fltng Rt Bd ETF

QPON

Australian Bonds

2.051

Brambles Ltd

BXB

Australian Shares

iShares Core Cash ETF

BILL

Cash

1.736

iShares MSCI Japan ETF (AU)

IJP

International Shares

1.698

Vanguard Intl Credit Secs (Hdg) ETF

VCF

International Bonds

1.485

iShares China Large-Cap ETF (AU)

IZZ

International Shares

1.414

Medibank Private Ltd

MPL

Australian Shares

Vanguard FTSE Europe Shares ETF

VEQ

International Shares

Woodside Energy Group Ltd

WDS

Australian Shares

iShares MSCI Emerging Markets ETF (AU)

IEM

International Shares

1.268

11743

International Shares

0.953

CSL Ltd

CSL

Australian Shares

Healthcare

0.951

Insurance Australia Group Ltd

IAG

Australian Shares

Financial Services

0.935

iShares Europe ETF (AU)

IEU

International Shares

Commonwealth Bank of Australia

CBA

Australian Shares

Financial Services

0.857

Westpac Banking Corp

WBC

Australian Shares

Financial Services

0.851

Newcrest Mining Ltd

NCM

Australian Shares

Basic Materials

0.758

Vanguard FTSE Emerging Markets Shrs ETF

VGE

International Shares

Morningstar Int Shares (Zero Fee Class)

Industrials

Financial Services

2.007

1.400
1.356

Energy

1.313

0.931

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.
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