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Investment Objective

The VIP International Portfolio aims to provide long term capital growth by investing in a diversified portfolio of 
International assets. The portfolio actively invests in 2 to 5 managed funds, Exchange Traded Funds (ETF’s), or Listed 
Investment Companies (LIC’s) that provide diversified exposure to international share markets.

Underlying managers are selected by the VIP Investment Committee by undergoing due diligence into the managers 
People, Investment Processes, and Investment Performance; and selecting managers that provide investment sector, 
style, and geographical diversification.

Investment Growth

Time Period: 30/06/2011 to 31/10/2015
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Performance Review

The VIP International share portfolio generated a 5.11% return 
for the month and -0.60% over the last 3 months. In doing so 
the portfolio underperformed the MSCI World Ex Aus (AUD) 
index in October by 1.17% and underperformed over the last 3 
months by 0.71%. 

Over the last year the portfolio has generated a 26.87% return 
and outperformed the index by 0.60%.

The post-fees returns for the Investment and Superannuation & 
Pension portfolios are shown in the table below.

Trailing Returns

As of Date: 31/10/2015

1 Month 3 Month 6 Month 1 Year 2 Years 3 Years 4 Years
Since

Inception

VIP International

VIP International Investment

VIP International Super-Pension

MSCI World Ex Australia NR AUD 6.28 0.11 7.50 26.27 21.79 27.03 23.09 9.81
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Portfolio Exposure

The portfolios regional exposure is dominated by North American 
and developed Europe holdings as these are the lower risk 
sectors of the international markets.

The portfolio also includes an allocation to emerging markets 
with exposure to developed and emerging Asian countries and 
South America. However, this exposure has recently been 
reduced due to the market and economic stress these emerging 
markets are experiencing at present.

VIP International - Equity Regional Exposure

Portfolio Date: 31/10/2015

%

North America 43.4

Latin America 1.2

United Kingdom 9.6

Europe dev 18.6

Europe emrg 0.8

Africa/Middle East 0.8

Australasia 3.0

Japan 8.9

Asia dev 4.8

Asia emrg 8.8

Total 100.0

Source: Morningstar Direct



Month in Review - Economic & Market Commentary

A Tax Reform for the Future

A couple months in office, and Malcolm Turnbull’s government faces its first major assessment as the 
leader of this country – the much anticipated tax reforms have made news headlines for the last few 
weeks and with Prime Minister popularity rating at an all-time high as of late, the Australian public is 
very keen to hear what Mr. Turnbull and treasurer Scott Morrison have in store for us. Much has been
said about a potential GST hike and changes to superannuation taxes, but until the release of the tax 
discussion paper in 2016 we can only speculate while following the clues dropped by the government. 

What we do know is that a change is vital for the continual growth of Australia. The OECD 
(Organisation for Economic Cooperation and Development) has warned that annual Australian growth 
is unlikely to recover to 3% until 2017, assuming that Australia maintains the existing tax structure. 
The tax system currently in place was designed in a different era, when the economy was very 
different. It was not designed to deal with multinational trade, increasing global competition for 
investment, the internet and the digital economy. 

The last major reform, referred to back then as the ‘New Tax System’ was in 2000, and introduced the 
Goods and Services Tax (GST). This tax system was considered both efficient and fair for several years 
afterwards, and met the Government’s wider policy objectives. As noted by Greg Smith of Melbourne 
Law School and teacher of Tax Policy, ‘Australia’s tax reforms have had one key theme. They have 
broadened tax bases so as to lower tax rates.” This is what the country has required in the past, and 
what it needs now particularly given Australia’s aging population. 

Now more than ever, a tax reform is necessary to encourage growth and investment in the Australian 
economy. In the last 15 years, there has been a gradual decrease in overall revenue robustness, and 
as a result, the current tax system is collecting a lesser amount than in the several years after 2000. A 
changing landscape has seen a fall in spending in recent years, thus effecting the GST share, as has a 
shift towards spending on exempt items such as education, health, and overseas purchases. 
Furthermore, the increasing globalisation of the world has seen import taxes reduced as part of trade 
reform. An effective tax reform would provide tax incentives for businesses to grow, for growth 
requires spending, which subsequently puts money back into both the economy and the government, 
effectively boosting Australia’s overall growth.    

On a more individual front, fairness of saving and investment taxes has been challenged as more 
taxpayers exploit the margins, and there has been an increase in concerns over the cost and 
distribution of the concessions for capital gains and superannuation. A tax reform would aim to adjust 
the system so as to balance out the distribution of these concessions.  

As a result of an aging population, the work force of Australia could find themselves supporting the 
country’s tax obligation despite the majority of the population being in the retiree bracket and thus 
able to access a number of tax offsets. As mentioned previously, broadening tax bases so as to lower
tax rates is essential in order to spread the tax burden more fairly among Australian citizens, while 
encouraging the growth of our economy.

All in all, Australia, and for that matter the world, is a changed place to what it was 15 years ago. We 
need a tax reform that has adapted to these changes and is able to get us back on track in terms of 
growth, and provide Australian’s from all walks of life with a system that is fair. While it is fair to say 
that this will come with pain in the short term, it is a necessary step for the good of our country going 
forward. 

Source: Greg Smith, Lisa Cox, Peter Martin, Louise Yaxley, Dan Conifer

Source: Morningstar Direct



Portfolio Holdings & Adjustments

VIP International - Holdings

Portfolio Date: 31/10/2015

Global
Category

Total
Ret 1

Mo
(Mo-End)

Total
Ret 3

Mo
(Mo-End)

Total
Ret 6

Mo
(Mo-End)

Total
Ret 1

Yr
(Mo-End)

Magellan Global

Platinum International Fund

Vanguard All-World ex-US Shares ETF

Morphic Global Opportunities

RBA Bank accepted Bills 90 Days

Global Equity Large Cap

Global Equity Large Cap

Global Equity Large Cap

Global Equity Large Cap

4.39 0.85 10.61 33.98

5.32 0.06 2.28 22.68

4.75 -2.72 0.00 17.01

0.18 0.54 1.08 2.33

4.02 -2.63 3.67 22.49

Performance Contributors & Detractors, and Portfolio Adjustments

The Top Detractors were Morphic Global Opportunities +4.02%, Magellan Global +4.39%, and Vanguard All-World ex-US Shares
ETF +4.75% 

The VIP Investment Committee did not make any changes to the International portfolio in October.

Value Investment Partners Pty Ltd is a Corporate Authorised Representative (Representative No.: 409849) ABN 72 149 815 707 of Sterling Managed Investments Pty Ltd, Australian Financial 
Services Licensee (AFSL 340744). This document has been prepared for general information purposes only and not as specific advice to any particular person. Any advice contained in this 
document is General Advice and does not take into account any person’s investment objectives, financial situation and particular needs. Before making any investment decision based on this 
advice, you should consider, with or without the assistance of a securities adviser, whether it is appropriate to your particular investment needs, objectives and financial circumstances. A 
Product Disclosure Statement and/or Investment Options Document on any financial product mentioned in this document should also be obtained and read prior to proceeding with an 
investment decision. Futuro Financial Services and its representatives may have an interest or associations with the product providers detailed in this report, and will be entitled to receive 
remuneration for the provision of personal financial product advice by means of commissions and/or fees and other benefits. If you proceed with personal advice, details of remuneration and 
associations will be detailed in full within a Financial Services Guide and Statement of Advice. Although every effort has been made to verify the accuracy of the information contained in this 
document, Futuro Financial Services Pty Ltd, its officers, employees and agents disclaim all liability (except for any liability which by law cannot be excluded), for any error, inaccuracy in, or 
omission from the information contained in this document or any loss or damage suffered by any person directly or indirectly through relying on this information.

Source: Morningstar Direct


