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GROWTH, BALANCED, & CONSERVATIVE PORTFOLIO 
 
 

1 FIRM WIDE INVESTMENT PHILOSOPHY 

1.1  STATE THE NAME OF THE INVESTMENT PERSON 
RESPONSIBLE FOR THE CONTENT OF THIS SECTION.   
PLEASE PROVIDE THE FOLLOWING: 
 

 Name: Zachary Sharah 
 Contact Details: zsharah@vipim.com.au 
 Company Website: vipim.com.au 

 
1.2  DESCRIBE YOUR BROAD INVESTMENT PHILOSOPHY.  
THIS SHOULD NOT LIMIT THE STATEMENT TO DIFFERENT 
PHILOSOPHIES OR SUB-PHILOSOPHIES WHICH MAY BE 
DRIVING ANY INDIVIDUAL PRODUCT, AS ARTICULATED IN A 
LATER SECTION OF THIS DOCUMENT.  WHAT EVIDENCE DO 
YOU HAVE TO SUPPORT THIS PHILOSOPHY?   
 
Value investment Partners is a value manager, 
preference is given to stocks with prices that are believed 
to be at material discount to the value of the underlying 
company on a fundamental basis and it is believed that 
the stock is over-sold. To do so the firm uses in-house 
and external research to attempt to quantify the 
underlying value of the company as well as support the 
case for why the fundamentals of the company have not 
changed in a way that is accurately reflected in the price 
devaluation. The firm also uses quantitative models to 
score stocks using a value screen which has a heavy 
weighting to valuation ratios while also including 
considerations to balance sheet health, earnings growth, 
and cash flows. These quantitative models are tailored to 
GICS sectors and industry because some financial ratios 
and information are more important to the long erm 
profitability for some industries over others. Ensuring 
that the firm can identify growth opportunities within a 
pre-defined level of risk tolerance in each industry group 
and achieve appropriate sector diversification. On top of 
that the firm holds the believe that price relationships 
and long-term valuations of a company will mean revert, 
so the current discount on valuation ratios to long term 
averages plays an important role informing investment 
decisions.  
 
It is important to note that valuation alone is not the only 
consideration that the manager and the investment 
committee use to make an investment decision, nor do 
the analysts only consider valuation when researching 
and bringing stock and asset allocation suggestions to 
meetings. The valuation perspective is a fundamental 
view of the market that the firm has, but for a company 
to be selected it must still fit within the economic view of 
the firm and have sound financials and growth potential  

 
desired by the firm appropriate for each sector and 
industry. This value approach to investment which can at 
times take the form of contrarian investments informs 
the managers which we use for our international and  
 
fixed interest exposure as well, resulting in a multi-asset 
portfolio which is constructed on the fundamental view 
that markets over-react to bad news resulting in solid 
companies getting heavily discounted for short term 
difficulties offering a buying opportunity to take 
advantage of mispricing and achieve excess returns for 
our clients.  
 
1.3  PLEASE DESCRIBE YOUR APPROACH TO TAX 
MANAGEMENT.  DO YOU REPORT AFTER TAX RETURNS? 
 
Because it is an MDA product it is inherently more tax 
effective than other investment structures, but in order 
to reduce the tax on investments for our clients when 
given the option we will sell stocks with lower levels of 
capital gains over those with higher levels of the 
outperforming companies. When a company’s stock is 
underperforming and a decision needs to be made on 
whether the fund continues to hold that position the 
total amount of capital gains that investors may have to 
pay will be taken into consideration in whether to remove 
the position to offset capital gains. The manager and 
investment committee are also tracking unrealised 
gains/losses in the portfolio throughout the year and on 
an ad hoc basis review the inbuilt capital gains at the end 
of the financial year to decide on whether or not to bring 
forward or delay certain trades heading into the new 
financial year. Finally, as many of our clients are retired 
dividend yield and the level of franking credits are a 
major consideration for each new and existing position. 
If choosing between two stocks with relatively similar 
future identified prospects and expected return the 
company with the highest dividend yield and level of 
franking credits will be selected. 
 
We do report after tax returns through an annual report 
and tax summary for each client. 
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Value Investment Partners 
Pty Ltd

Raffi Pailagian (Managing 
Director)

Analysts

Ben Yun

Zachary Sharah

Investment Committee

John Alford (Portfolio 
Manager)

Radek Zelany (IC Member)

Phil Muir (IC Member)

Ken Fleming (IC Member)

1.4  HAVE YOU COMMITTED TO FORMALISING THE 
INTEGRATION OF ESG CONSIDERATIONS IN YOUR 
INVESTMENT PROCESS EITHER BY BECOMING A SIGNATORY 
TO THE UNPRI OR DEVELOPING A PUBLICLY AVAILABLE 
RESPONSIBLE INVESTMENT/ESG POLICY?   
 
We have begun to develop a company wide ESG policy 
and investment philosophy that will be applied to all 
portfolios, while a stricter fit for purpose ESG model is 
applied to portfolios that are ethical ESG and climate 
change focused as the fundamental basis for investment 
decisions. Through working with the Sustainalytics 
system we have formed a broad ESG model reflecting 
our responsible investing firm philosophy which will 
begin to be integrated into all existing appropriate 
portfolios starting July 1st 2020. Once this transition has 
been completed we intend to become a member of the 
Responsible Investment Association Australasia (RIAA) 
and have our ethical and climate sustainability portfolios 
complete the product certification program. Finally, we 
are in the process of identifying whether or not it will be 
suited for the firm to become a signatory for the UNPRI 

once our ESG considerations are effectively integrated 
into our portfolios. 
 
Once the final ESG policy and responsible investment 
framework of the firm is finalised it will be available on 
the website and included in any hard copy marketing 
material, as well as any relevant certifications and 
signatories. 
 

1.5  DO YOU REPORT ON YOUR PROGRESS IN INTEGRATING 
ESG CONSIDERATIONS PUBLICLY OR TO CLIENTS? 
 
As we have only recently begun the process of finalising 
what our ESG policy and investment framework is as a 
firm our clients are unaware of this and its progress. 
Once that document is finalised our investors will be 
informed of the timeline of implementation and will have 
regular updates of progress. Publicly we will be uploading 
our ESG policy framework and finally posting when it is 
completed and the implications it has for each individual 
portfolio. 

 

6 MULTI-SECTOR PRODUCTS 
 

6.2 & 7.2 &7.9  PLEASE DESCRIBE HOW THE INVESTMENT 
TEAM RESPONSIBLE FOR THIS ASSET CLASS IS 
STRUCTURED.  PLEASE INCLUDE A REFERENCE TO BACK UP 
PROCEDURES AND ULTIMATE INVESTMENT 
RESPONSIBILITY.  
 
All portfolios managed by Value Investment Partners 
have the same investment team responsible and no one 
individual is directly responsible for one aspect of the 
multi-asset strategy but each member of the Investment 
Committee has specialisations that add a different 
perspective on each potential investment that enhances 
the ultimate investment decision. To its structure see the 
diagram below. All members on the IC including the 
portfolio manager have a vote on decisions, while the 

analysts and managing director do not although they all 
contribute to the discussion and in the case of the 
analysts are responsible for conducting research on 
companies and investment managers. 
 
The back up procedure involved when members of the 
IC are unavailable (which is yet to occur because there is 
always a means of contact by which to get whole 
committee agreement on an out of meeting investment 
change) is that the portfolio manager has the final say 
and will be able to make unanimous decisions about 
investment strategy. This is avoided the best it can be but 
if necessary, it must be done this way to ensure that we 
can continue to facilitate the needs of our clients and 
work to achieve their objectives. 
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6.3 & 7.3  DESCRIBE THE INVESTMENT PHILOSOPHY THAT 
UNDERLIES THIS PARTICULAR PRODUCT INCLUDING 
REFERENCES TO MARKET INEFFICIENCIES YOU AIM TO 
EXPLOIT.  WHAT EVIDENCE DO YOU HAVE TO SUPPORT THIS 
APPROACH TO INVESTING?  PLEASE BE CONCISE AND DO 
NOT USE ANY MARKETING EMBELLISHMENT. 
 
While adhering to the firm wide investment policy, the 
specific investment policies that this product is designed 
around are tactical asset allocations and that during 
different market environments different asset classes 
have predictable performance characteristics and 
volatility. These products have mandated ranges of asset 
allocations amongst a variety of asset classes classified 
within growth and defensive assets, with their 
proportions set in order to address the three-key risk-
profiles of clients (growth, balanced, and conservative). 
The portfolios are constructed on the underlying 
assumption that the characteristics of each asset class in 
different market environments with active management 
can be exploited to reduce volatility, enhance returns, 
and protect investors capital.   
 
The way that we actively manage the asset allocations of 
the portfolios positions capital to have the greatest 
potential relative returns available in each market cycle. 
The emphasis on capital protection is especially relevant 
in times of market distress that is why we have built into 
the product the ability to take drastic capital protection 
measures. These include that ability to go up to 100% 
cash and to break the asset allocation ranges of our 
growth/defensive split by using allowed asset class 
allocation ranges. These abilities are outlined in all our 
offering documents, so investors are aware of this 
capacity, but it is a unique capability that places a 
framework without hamstringing the investment 
committee from being able to properly achieve the best 
interest outcome for investors. Through this tactical 

asset allocation, the manager will be able to quickly 
adjust client exposure to asset classes that show excess 
relative returns but also when particular assets have 
been aggressively sold off or over-bought in order to take 
advantage of mispricing in markets. 
  

6.4 & 7.4  STATE BRIEFLY THE COMPETITIVE ADVANTAGE 
THAT UNDERLIES THIS STRATEGY. 
 
The competitive advantage underlying these multi-asset 
products is tactical asset allocation and wide mandates. 
Unlike other multi-asset strategies, we have a strategic 
asset allocation which acts as a benchmark for portfolio 
construction but can tactically allocate amongst asset 
classes in order to take advantage of mispricing. This is 
guided by the TAA ranges around the SAA as to not allow 
for distortion of the risk profile making the portfolio 
inappropriate for some investors, while also giving the 
manager and investment committee the breadth to 
ensure that investors are benefiting from mispricing. 
Further to that, one of the key objectives of these 
products is to reduce volatility and  protect investor 
capital in times of market distress, this is why we do have 
the capacity to go to 100% cash and even push our asset 
allocation bounds in order to get exposure to assets that 
will best protect investors when the market suffers 
significant declines in value. The portfolios wide asset 
allocation mandates also place us at an inherent 
competitive advantage because we are not hamstrung by 
heavily restrictive mandates that ultimately stop us from 
being able to do what is in the best interest in the clients, 
in all types of market environments. Our evidence lies 
within the investment option documents which outline 
the allocation ranges as well as the past 8 years of 
outperformance of almost all competing growth, 
balanced, and conservative branded portfolio from 
industry and non-industry funds. 
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6.5  PLEASE COMPLETE THE FOLLOWING INFORMATION FOR YOUR FLAGSHIP PRODUCT IN THIS STRATEGY:  
 

Product 
name 

Benchmark 
Inception 
date 

Excess/absolute 
return objective 

Target Risk Ranges 
FUM & 
Timeframe 

Performance 
calculated 
gross or net 

VI
P 

G
ro

w
th

 P
or

tfo
lio

 

The portfolio aims to outperform the VIP 
Growth Composite Benchmark which consists 
of; 30% of the S&P/ASX 200 Accumulation 
Index, plus; 30% of the MSCI World ex Australia 
Index (in AUD), plus; 10% of the S&P/ASX 200 
A-REIT Accumulation Index, 10% MSCI World 
Real Estate Index plus; plus; 5% of the 
Bloomberg AusBond Composite 0+Y Index, 
plus; 5% Bloomberg Barclays Global Aggregate 
Total Return Index Value (In AUD), plus; 10% of 
the RBA Cash Rate. 

31/06/2011 

Excess Return 
objective of 3% 
above the 
benchmark 
before fees 

Standard Deviation 
target range of plus 
2% or minus 4% of 
the index on a five-
year time period. 
 
A Sharpe ratio of 
twice or more of 
that of the index 
over a five-year 
period 

$65 Million 
 
7+ Years 

Gross and Net 

VI
P 

Ba
la

nc
ed

 P
or

tfo
lio

 The portfolio aims to outperform the VIP 
Balanced Composite Benchmark which 
consists of; 25% of the S&P/ASX 200 
Accumulation Index, plus; 20% of the MSCI 
World ex Australia Index (in AUD), plus; 10% of 
the S&P/ASX 200 A-REIT Accumulation Index, 
5% MSCI World Real Estate Index plus; plus; 
15% of the Bloomberg AusBond Composite 
0+Y Index, plus; 10% Bloomberg Barclays 
Global Aggregate Total Return Index Value (In 
AUD), plus; 15% of the RBA Cash Rate. 

31/08/2011 

Excess Return 
objective of 2% 
above the 
benchmark 
before fees 

Standard Deviation 
target range of plus 
2% or minus 4% of 
the index on a five-
year time period. 
 
A Sharpe ratio of 
twice or more of 
that of the index 
over a five-year 
period 

$30 million 
 
5+ years 

Gross and Net 

VI
P 

Co
ns

er
va

tiv
e 

Po
rt

fo
lio

 

The portfolio objective is to outperform the VIP 
Conservative Composite Benchmark which 
consists of; 15% of the S&P/ASX 200 
Accumulation Index, plus; 10% of the MSCI 
World ex Australia Index (in AUD), plus; 5% of 
the S&P/ASX 200 A-REIT Accumulation Index, 
30% of the Bloomberg AusBond Composite 
0+Y Index, plus; 20% Bloomberg Barclays 
Global Aggregate Total Return Index Value (In 
AUD), plus; 20% of the RBA Cash Rate. 

31/08/2011 

Excess Return 
objective of 1% 
above the 
benchmark 
before fees 

Standard Deviation 
target range of plus 
2% or minus 4% of 
the index on a five-
year time period. 
 
A Sharpe ratio of 
twice or more of 
that of the index 
over a five-year 
period 
 

$5 Million 
 
5+ years 

Gross and Net 
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6.6 & 7.6  USE A DIAGRAM TO HELP EXPLAIN YOUR PROCESS INCLUDING REFERENCES TO THE MARKET INEFFICIENCIES YOU AIM 
TO EXPLOIT AND YOUR BUY/SELL DISCIPLINES. 
 
The process of managing these multi-asset portfolios is broken into three key areas: security selection, manager selection 
(for any asset class that we do not have the resources to effectively manage in house), and finally asset class allocation. 
 
Security Selection 
 

Quantitative Model 

The main models indictors include: 

 

Growth Expectations 

Price Valuation Ratios 

Cash Flow Analysis 

Margins 

Returns Calculations 

Balance Sheet Health 

Credit Quality 

 

The industry specific indicators 

include: 

 

Bank Capital Ratios 

Insurance Product Related Ratios 

Working Capital Analysis 

Enterprise Value Calculations 

Real Estate Occupancy, Rent, and 

Leverage Analysis 

 

The quantitative model is a scoring model that uses financials 
ratios which have been selected with the highest level of 
relevance to each industry.  

For each ratio and metric, the average is found amongst the 
companies within that industry and a score is assigned based 
on how far above or below the company’s results are in 
comparison to each average. With the highest scores assigned 
to companies which show the best position defined by the 
specific ratio or metric being measured. 

These ratios and metrics are grouped within the indicators 
outlined to the left and a score is assigned for each company 
within the overarching indicator, with each underlying ratio 
receiving a weighting of most to least important each tailored 
to the industry. 

These indicators scores are compiled to give an overall score 
for the company with each indicator receiving a weighting 
tailored to the industry to ensure that the most relevant 
indicators have the greatest influence on the company’s score. 

The top five companies within each sector are then statically 
analysed to understand the statistical risks involved which is 
covered in more detail below. 
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Qualitative Analysis & Earnings Projections 

Financial Statements 

For the companies that are identified in the quant model or by 
the IC we comb though financial statements as well as internal 
and external research reports from a variety of sources. We are 
looking for discrepancies within the notes of the financial 
statements that would affect our investment thesis. 

Earnings & Growth Analysis of revenue and expense sources to identify key areas 
of growth and what maintains cash flow 

Material Risks 
By understanding where earnings growth originates from, we 
can synthesize the risk that pose a material threat to growth 
prospects 

Competitive Advantages & 
Management Team 

Through identification of the long-term competitive advantages 
of a firm we can define how we believe management should be 
acting to leverage of those for continued growth and market 
dominance 

Suitability Thesis 
Once having an in depth understanding of a company, we 
construct a suitability thesis within a chosen thematic or 
portfolio objective to advocate the addition to the portfolio 

Risk Analysis & Diversification 

Sector Diversification 

Using the benchmark to construct sector ranges that the 
Investment Committee believe allows them to have the 
freedom to invest in companies they believe will benefit from 
future economic conditions while ensuring that there are 
documented guidelines so investors can be assured that there 
portfolios will always be constructed in a defined 

Statistical Analysis 

The individual securities, the sector exposure of the portfolio, 
and the portfolio. We asses for unsystematic risk, systematic 
risk, sector exposure risks, portfolio and portfolio sector 
correlations with the benchmark, and VAR 95% over a series of 
time periods. 
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Manager Selection for International Equity Exposure 
 

Identify Targeted Regional Exposures 

Global Political, Market, & 
Economic Analysis 

From insights given by our consulting economist and research 
gathered from external parties the Investment Committee decides 
which areas of the globe our international exposure should be 
positioned. To do this we are looking for countries that offer three 
things: 
 

 Business friendly and stable political environment 
 A growing economy with sound national balance sheet 
 Geographically poised to take advantage of tailwinds from 

international trade and commerce 

Manager Screening 

Strategy Suitability & Market and 
Sector Exposure 

What part of the world has the team identified as a potentially 
advantageous investment? How do we want to get exposure, 
long/short, passive, active manager? 

Returns & Statistical Analysis 
After first assessing the managers previous track record of generating 
alpha our analysts use statistical analysis to measure risks and run 
scenario analysis to predict outcome in a variety of previously 
experienced market environments. 

Meet The Manager 

Once we have become confident after assessing the investment from 
a quantitative and qualitative perspective we meet the manager and 
at times members of their team in order to gain a unique 
understanding of how they operate and come to the conclusion on 
whether or not we have the confidence in the manager to achieve 
their investment objectives. 

External & Internal Reporting 
Upon assessing the strategy and running statistical analysis we use 
the resources provided by external providers and our consultants on 
top of preparing our own materials internally in order to support the 
potential investment against internal scrutiny. 
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Manager Selection for Fixed Interest Exposure 
 
 
 

Manager Screening 

Strategy Suitability & Market 
Exposure 

In our fixed interest exposure, we ensure that our investors always 
have allocations to credit and bonds. Without the capacity to manage 
a bond portfolio we us expert managers and base our allocations 
between the different debt markets from consultation with managers 
we have formed relationships with and expectations around interest 
rates and the economic environment.  

Returns & Statistical Analysis 
After first assessing the managers previous track record of generating 
alpha our analysts use statistical analysis to measure risks and run 
scenario analysis to predict outcome in a variety of previously 
experienced market environments. 

Meet The Manager 

Once we have become confident after assessing the investment from 
a quantitative and qualitative perspective we meet the manager and 
at times members of their team in order to gain a unique 
understanding of how they operate and come to the conclusion on 
whether or not we have the confidence in the manager to achieve 
their investment objectives. 

External & Internal Reporting 
Upon assessing the strategy and running statistical analysis we use 
the resources provided by external providers and our consultants on 
top of preparing our own materials internally in order to support the 
potential investment against internal scrutiny. 
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Manager Selection for Small Companies Exposure 
 
 

Manager Screening 

Returns & Statistical Analysis 
After first assessing the managers previous track record of generating 
alpha our analysts use statistical analysis to measure risks and run 
scenario analysis to predict outcome in a variety of previously 
experienced market environments. 

Meet The Manager 

Once we have become confident after assessing the investment from 
a quantitative and qualitative perspective we meet the manager and 
at times members of their team in order to gain a unique 
understanding of how they operate and come to the conclusion on 
whether or not we have the confidence in the manager to achieve 
their investment objectives. 

External & Internal Reporting 
Upon assessing the strategy and running statistical analysis we use 
the resources provided by external providers and our consultants on 
top of preparing our own materials internally in order to support the 
potential investment against internal scrutiny. 

 
 
Throughout the above process whether its regarding 
stock selection or manager selection within the three 
identified asset classes as a value manager we are always 
trying to assess whether a stock, sector, and/or asset 
class has been heavily mispriced. Our positions are often 
held for around 2 – 3 years with varying weights within 
the portfolio throughout that time so as value managers 
we are always thinking medium to long term when we 
assess if an asset has been heavily discounted and is 
below intrinsic value. That also applies to our sell 
discipline, as we are not constrained to our general 
holding period, if we believe that a position has become 
over-priced for whatever reason we will often sell, take 
money off the table, and get back into the stock when its 
price becomes more attractive. It is important to note 
that due to tax considerations we may hold on to a stock 
that we see as being over-valued if the sale of the 
company was going to unnecessarily increase the tax 
payable of our investors. 
 
 
 

6.7 & 7.7  DESCRIBE ANY ENHANCEMENTS THAT HAVE BEEN 
MADE TO YOUR PROCESS OVER THE LAST YEAR. 
 

 Over the last year we upgraded our quantitative 
model 

 We improved out risk analysis of securities and 
the portfolio as a whole 

 We changed the way we report monthly 
performance and added a quarterly report with 
more data on the portfolio’s performance 

 We updated the website increasing ease of use 
so clients can access their portals 

 We have improved communication with our 
administrator 

 We have updated our product offerings above 
industry standards 

 Improved our PDS and other offer 
documentation to improve the clients 
understanding of the portfolio’s and how they 
operate 



11 

 

 We have integrated our ESG policy into the firm 
and applied new ESG constraints on the 
portfolios 

 We have created new guidelines for the running 
of investment committee meetings to improve 
decision making and ensure that it is an evolving 
process where we continue to learn from the 
past 

 We have formalised an internal reporting system 
for potential companies so that the analysis of 
individual securities is less ‘ad hoc’ and more 
formulaic 

 

6.8 & 7.9  WHO IS RESPONSIBLE FOR DETERMINING THE 
COMPOSITION OF THE BENCHMARK? 
 
The analysts are responsible for suggesting a range of 
options for the composition of the benchmark based off 
historic allocations of the portfolio as well as the risk 
profile of the clients the portfolio is designed with. The 
analyst also assesses the composite benchmark of 
‘similar’ products offered in the market to determine 
what others believe is an acceptable benchmark. The 
different benchmark suggestions are presented to the 
Investment Committee and manager and after one is 

approved it is accessed by the administrator and their 
investment committee to ensure it is fit for purpose and 
true to form. 

6.9  WHAT METHODOLOGY IS USED TO CONSTRUCT THE 
STRATEGIC BENCHMARKS AND DEFINE THE ASSET 
ALLOCATION RANGES FOR YOUR MULTI-SECTOR FUNDS? 
 
The benchmarks were constructed with mainly 
influences from the financial planning experience of the 
portfolio manager and managing director as well as how 
competitors at the time of inception were constructing 
their portfolios. Over the years the industry has changed 
and so have the advised levels to exposure to different 
asset classes within a given risk profile, Value Investment 
Partners has moved with that regularly reviewing the 
strategic asset allocation of our multi-asset portfolios to 
maintain their relevance to the most recent industry 
expectations. As the firm works directly with advisers and 
not directly to clients (for the moment) the way we 
construct the portfolio strategic asset allocation has 
them very much at the centre. In order to assist in the 
role of the advisor to correctly select the most 
appropriate funds for their clients needs we ensure that 
our portfolio construction best meets the expectations 
of a financial advisor within the three key risk profiles

 

VIP Growth Portfolio 

Asset Class Range Benchmark Allocation 

Growth Assets 75% – 85% 80% 

Defensive Assets 15% - 25% 20% 

Australian Equities 0 – 70% 30% 

International Equities 0 – 40% 30% 

Australian Property Securities 0 – 30% 10% 

International Property Securities 0 – 30% 10% 

Australian Debt Securities 0 – 30% 5% 

International Debt Securities 0 – 30% 5% 

Alternative Assets 0 – 30% 0% 

Cash 2 – 100% 10% 
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VIP Balanced Portfolio 

Asset Class Range Benchmark Allocation 

Growth Assets 55% – 65% 60% 

Defensive Assets 35% - 45% 40% 

Australian Equities 0 – 50% 25% 

International Equities 0 – 30% 20% 

Australian Property Securities 0 – 20% 10% 

International Property Securities 0 – 20% 5% 

Australian Debt Securities 0 – 50% 15% 

International Debt Securities 0 – 50% 10% 

Alternative Assets 0 – 20% 0% 

Cash 2 – 100% 15% 

 

VIP Conservative Portfolio 

Asset Class Range Benchmark Allocation 

Growth Assets 25% – 35% 30% 

Defensive Assets 65% - 75% 70% 

Australian Equities 0 – 30% 15% 

International Equities 0 – 20% 10% 

Australian Property Securities 0 – 20% 5% 

International Property Securities 0 – 20% 0% 

Australian Debt Securities 0 – 80% 30% 

International Debt Securities 0 – 80% 20% 

Alternative Assets 0 – 10% 0% 

Cash 2 – 100% 20% 
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6.10 & 7.11  DETAIL ANY IN-HOUSE OR THIRD-PARTY 
SOFTWARE OR MODELS USED IN THE STRATEGIC ASSET 
ALLOCATION DECISION PROCESS ( INCLUDING ANALYSIS OF 
RISK) AND THE EXTENT TO WHICH THEY ARE USED. 
 
We use Bloomberg Terminal to track our portfolios, the 
data in our quantitative model, all of our risk analysis, and 
for some of our research reports on companies. We use 
Morningstar for both company and funds research. We 
use Longsec & Zenith fir fund manager research. We 
have recently started using Sustainalytics for our ESG 
ratings as well as company research ESG risks and 
management. 

6.11 & 7.15  WHAT IS YOUR RE-BALANCING POLICY (E.G.  
WHAT TRIGGERS A RE-BALANCE, HOW IS IT IMPLEMENTED 
AND HOW FREQUENTLY IS IT IMPLEMENTED)? 
 
We rebalance the portfolios 4 times a year at the end of 
the quarter. There are though situations where we will 
delay or bring forward a rebalance considering the 
turnover of the portfolio for that quarter. For example if 
the market has been volatile and we have been more 
trading more frequently through that period we will delay 

a rebalance of the portfolio in order to reduce total 
trading costs for investors. On the other hand if in an 
Investment Committee the manager decides to make a 
major change in the composition and members of the 
portfolio we may bring forward a rebalance and do it all 
in one go so that trading costs are reduced. 
 

6.12  HOW OFTEN THE APPROPRIATENESS OF EACH 
STRATEGIC BENCHMARK REVIEWED FORMALLY IS AND 
WHAT EVENT(S) WOULD TRIGGER A REVIEW OF EACH 
BENCHMARK PRIOR THE FORMAL REVIEW DATE? 
 
We believe that it appropriate to review the strategic 
benchmark every three years or if the risk inherent in a 
particular asset class extends beyond an acceptable 
amount in a way that the portfolio would not ever reflect 
the SAA of that portfolio benchmark. This way the 
benchmark remains relevant to the performance 
expectations of clients in each different risk class while 
also ensuring that the benchmark also maintains within 
the clients risk profile each class of portfolio is designed 
for. Hence why we have conducted a major review ad 
change of the strategic benchmark of the included 
portfolios in our most recent document update. 

 

6.13  WHAT ARE THE MINIMUM, NEUTRAL AND MAXIMUM ASSET ALLOCATIONS FOR YOUR FLAGSHIP FUNDS? 
 
 

Growth Portfolio 

Asset Class Minimum (%) Benchmark (%) Maximum (%) 

Cash 2% 10% 100% 

Australian Bonds 0% 5% 30% 

Overseas Bonds (hedged) 0% 0% 30% 

Overseas Bonds (unhedged) 0% 5% 30% 

Listed Property 0% 10% 30% 

International Listed Property (unhedged) 0% 10% 30% 

Australian Shares 0% 30% 70% 

Australian Small Companies 0% 0% 15% 

Overseas Shares (hedged) 0% 0% 30% 

Overseas Shares (unhedged) 0% 30% 40% 

Emerging Markets (unhedged) 0% 0% 40% 

Alternatives: Commodities 0% 0% 30% 

Alternatives: Foreign Currency 0% 0% 30% 

Totals    

Non $A Currency Exposure n/a 45% n/a 

Total Exposure to Income Assets n/a 20% n/a 

Total Exposure to Growth Assets n/a 80% n/a 
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Balanced Portfolio 

Asset Class Minimum (%) Benchmark (%) Maximum (%) 

Cash 2% 15% 100% 

Australian Bonds 0% 15% 50% 

Overseas Bonds (hedged) 0% 0% 50% 

Overseas Bonds (unhedged) 0% 10% 50% 

Listed Property 0% 10% 20% 

International Listed Property (unhedged) 0% 5% 20% 

Australian Shares 0% 25% 50% 

Australian Small Companies 0% 0% 10% 

Overseas Shares (hedged) 0% 0% 30% 

Overseas Shares (unhedged) 0% 20% 30% 

Emerging Markets (unhedged) 0% 0% 30% 

Alternatives: Commodities 0% 0% 20% 

Alternatives: Foreign Currency 0% 0% 20% 

Totals    

Non $A Currency Exposure n/a 35% n/a 

Total Exposure to Income Assets n/a 40% n/a 

Total Exposure to Growth Assets n/a 60% n/a 

 
 
 
Conservative Portfolio 

Asset Class Minimum (%) Benchmark (%) Maximum (%) 

Cash 2% 20% 100% 

Australian Bonds 0% 30% 80% 

Overseas Bonds (hedged) 0% 0% 80% 

Overseas Bonds (unhedged) 0% 20% 80% 

Listed Property 0% 5% 20% 

International Listed Property (unhedged) 0% 0% 20% 

Australian Shares 0% 15% 30% 

Australian Small Companies 0% 0% 5% 

Overseas Shares (hedged) 0% 0% 20% 

Overseas Shares (unhedged) 0% 10% 20% 

Emerging Markets (unhedged) 0% 0% 20% 

Venture Capital 0% 0% 0% 

Alternatives: Commodities 0% 0% 10% 

Alternatives: Foreign Currency 0% 0% 10% 

Totals    

Non $A Currency Exposure n/a 30% n/a 

Total Exposure to Income Assets n/a 70% n/a 

Total Exposure to Growth Assets n/a 30% n/a 
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6.14 & 7.17  WHAT ARE YOUR SOURCES OF VALUE ADD?  PLEASE USE THE TABLE BELOW TO ILLUSTRATE WHERE OUT-
PERFORMANCE IS EXPECTED TO COME FROM. 
 

Growth, Balanced, & Conservative Portfolio 
Source of Value Add % 

Tactical Asset Allocation 40 
Tax benefits 15 
Wide Mandate 25 
Agile and Adaptable 15 
Concentrated 5 
Total 100 

 

6.15 & 7.13 & 7.18  WHAT CONTROL PROCEDURES ENSURE 
ADHERENCE TO ASSET ALLOCATION GUIDELINES AND 
DECISIONS? 
 
During every committee meeting when a change is 
proposed the analysts run calculations on what effect 
such a change will have on the asset allocations of the 
portfolio, once conditional approval has been made on 
the change subsequent to confirmation that now 
allocation constraints are violated the changes are 
executed.  
 
As can be provided in meeting minutes the breakdown 
of these portfolio by asset class are always provided to 
the investment committee along with the strategic asset 
allocations and the allowed ranges per the investment 
options documents Hence, all relevant parties are always 
aware of the effective change to the asset allocation and 
risk profile of each product when they are considered in 
an investment committee meeting. 
 

6.16 & 7.19  DESCRIBE THE PROCEDURES USED TO ENSURE 
CONSISTENCY OF PERFORMANCE ACROSS PORTFOLIOS 
WITH SIMILAR OBJECTIVES.  
 
All investment decisions and expectations are the same 
across all three portfolios. As each portfolio holds the 
same underlying assets with the only main difference 
being the asset allocations between each portfolio. So, in 
order to ensure consistent performance across all 
portfolios we model the balanced and conservative asset 
class allocations off the growth portfolio proportionally 
unless it is too small or big a change for one of them that 
the risk profile is distorted so the benchmark will be used 
as a way to find how far above or below the SAA weights 
we should be on that particular asset class. With the 
underlying assets identical across all three products over 
the last 9 years this has worked to mitigate any possible 
performance discrepancies from trading errors. 

6.17  WHAT TAX CONSIDERATIONS ARE MADE AND HOW ARE 
THEY IMPLEMENTED IN YOUR MULTI-SECTOR PRODUCTS? 
 
Because it is an MDA product it is inherently more tax 
effective than other investment structures, but in order 
to reduce the tax on investments for our clients when 
given the option we will sell stocks with lower levels of 
capital gains over those with higher levels of the 
outperforming companies. When a company’s stock is 
underperforming and a decision needs to be made on 
whether the fund continues to hold that position the 
total amount of capital gains that investors may have to 
pay will be taken into consideration in whether to remove 
the position to offset capital gains. The manager and 
investment committee are also tracking unrealised 
gains/losses in the portfolio throughout the year and on 
an ad hoc basis review the inbuilt capital gains at the end 
of the financial year to decide on whether or not to bring 
forward or delay certain trades heading into the new 
financial year. Finally, as many of our clients are retired 
dividend yield and the level of franking credits are a 
major consideration for each new and existing position. 
If choosing between two stocks with relatively similar 
future identified prospects and expected return the 
company with the highest dividend yield and level of 
franking credits will be selected. 
 

6.18 & 7.19  PLEASE DESCRIBE HOW YOU INTEGRATE YOUR 
CONSIDERATION OF ESG ISSUES IN YOUR INVESTMENT 
DECISION MAKING: PLEASE INCLUDE INFORMATION ON ESG 
RESEARCH AND ITS ROLE IN THE INVESTMENT PROCESS. 
 
The integration of ESG considerations into our 
investment decisions is an ongoing process that has 
been facilitated by the use of Sustainalytics system of 
ESG research and risk ratings. We have been identifying 
the most appropriate ESG policy for our investment 
products that are not designed to be heavily influenced 
by ESG considerations, while our new products that have 
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an investment framework fundamentally built off ESG 
principles and extensive ESG screening and research.  
 
For investment products where ESG considerations do 
not play a formulated role in decision making (such as 
these three) each companies ESG risks are considered 
on a case by case basis. This is because a broad ESG 
screening approach would be inappropriate given the 
investment framework defined in the documentation for 
these products. That being said, ESG issues particularly 
social and governance are seriously considered when 
making a long term investment for a client because it is 
well documented that companies with better 
governance and social responsibility policies provide 
alpha. Therefore, although ESG considerations do not 
officially contribute to a material aspect of the 
investment decision making framework for these 
portfolios, the principles that underlie the consideration 
of ESG issues play a major role in our assessment of a 
company from a qualitative perspective regarding its 
ability to continue to generate excess returns for our 
investors.  
 

6.19 & 7.20  DO RESPONSIBLE INVESTMENT PRACTICES 
FORM ANY PART OF INVESTMENT MANAGERS’ 
GOALS/INCENTIVES/REMUNERATION?  IF YES, PLEASE 
PROVIDE BRIEF DETAILS.  
 
 
Responsible investment practices are apart of the goals 
of the manager and the investment committee because 
the firm believes that these practices are inducive of 
excess returns for our clients and retention of clients into 
the long term to continue to build our firm. As the firm 
improves in status and in its capacity we can continue to 

improve upon our service to clients and continually 
outperform expectations. Furthermore, with the 
portfolio manager also owning half of the firm it is in his 
best interest to continue to generate excess returns for 
our clients as the profit of the firm are tied directly to the 
wealth of our clients.  
 

6.20 & 7.21  DO YOU HAVE ANY ADDITIONAL RESOURCES 
OUTSIDE THE INVESTMENT TEAM WITH SPECIFIC ESG 
RELATED RESPONSIBILITIES OR INCENTIVES?  IF YES,  
PLEASE PROVIDE BRIEF DETAILS. 
 
Sustainalytics provides us with the ESG research we use 
but apart from the subscription we pay to the there is no 
added incentive for that company from our firm. 
 

6.21 & 7.22  DO YOU IDENTIFY AND PRIORITISE ESG ISSUES 
AND SET ENGAGEMENT OBJECTIVES FOR A PARTICULAR 
COMPANY AND, IF SO, HOW? 
 
Because these portfolios are not our ethical or climate 
sustainability portfolios although there is an ESG screen 
to avoid basic ESG concerns such as the production of 
weapons and tobacco, as well as a blanket overall ESG 
risk score provided by Sustainalytics that we want all of 
our companies to be below, ESG issues does not drive 
investment decisions for our portfolio. This portfolio 
does not have explicit restrictions on investment 
decisions within the offer documents and so it would be 
inappropriate for investors to forgo potential returns 
because the firm wants to fully implement its ESG policy 
into a fundamental aspect of the investment framework 
for all portfolios.

  

7 ACTIVE ASSET ALLOCATION 

7.8  DO YOU OFFER A SEPARATE AAA OVERLAY PRODUCT OR 
IS AAA ONLY OFFERED AS PART OF A MULTI-SECTOR 
PRODUCT? 
 
Tactical asset allocation is only offered in the multi-asset 
products. While there is active asset allocation in all our 
underlying products if that refers to stock selection and 
concentrated portfolios which are index agnostic. 
 

7.10  EXPLAIN YOUR AAA PROCESSES INCLUDING 
REFERENCES TO DECISION MAKING, TYPICAL BET SIZES,  
FREQUENCY OF POSITION CHANGES, RE-BALANCING 
POLICY, WHETHER DECISIONS ARE IMPLEMENTED VIA 
PHYSICAL AND/OR DERIVATIVES. 
 

 
 
The process of our asset allocation is outlined in our 
investment process concerning how we predict 
performance of asset classes based off predictable 
return characteristics of different asset in various stages 
of the economic cycle. The underlying assets and 
securities are selected via the procedure previously 
outlined. The typical bet sizes based proportionally off 
the strategic asset allocation of the benchmarks for each 
of the products and based proportionally off the risk 
profile of the identities client base. It is important to note 
that due to the class of product and the wide asset 
allocation ranges the bet sizes vary depending on market 
environments and if there is severe dislocation between 
asset classes, so there is no standard bet size.  
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The frequency of changes once again is not a static 
number, it is quitter variable and dependant on market 
conditions. There have been times where for months 
there are no changes to the asset allocations or even the 
underlying securities and managed funds. More recently 
with the 2020 bear market we have been making weekly 
adjustments to asset allocation. While all changes take 
into consideration trading costs, the vehicle spreads 
those costs across all clients and it is off the view of the 
firm that clients pay a premium for active management 
and so should not be uncomfortable to see high 
frequencies of trading in times when it is justified and in 
the clients best interest. For re-balances such as outlined 
before it is performed quarterly, and we although we do 
have authority to trade in derivatives it has not been 
done before, unless it is an ETF that tracks some 
commodity or currency. 
 

7.12  WHAT IMPACT DOES YOUR VIEW WITHIN AN ASSET 
CLASS (E.G. BULLISH ON INTEREST RATES, HENCE LONG 
DURATION WITHIN AUSTRALIAN BONDS) HAVE ON THE 
RELATIVE WEIGHTING TO THAT ASSET CLASS WITHIN YOUR 
FLAGSHIP BALANCED FUND?  
 
With the strategic asset allocation of the benchmark 
guiding the investment committee and the manager for 
relative bullish and bearish allocations for asset classes, 
there are no hard limits on weightings like for example 
plus/minus 5%. Rather the committee has discretion to 
have the relative over-weight or under-weight allocations 
for ay asset class based off expectations and relative 
value within asset classes or the underlying securities 
and funds within those asset classes. 
 

7.14 EXPLAIN HOW THE MAGNITUDE OF AAA POSITIONS 
VARIES BETWEEN YOUR CAPITAL STABLE, BALANCED AND 
GROWTH FUNDS.  
 
The asset allocation ranges have been previously 
described. The magnitude of variations comes largely 
from the influences of the portfolio manager and 
managing director who have decades of experience in 
financial planning. These ranges that were selected 
based on their in-depth knowledge of the market as well 
as a personal knowledge of how clients of different risk 
profiles on aggregate expect the asset allocation of a 

particular portfolio in each risk category to look. 
Furthermore, they were formed in collaboration with our 
investment administrators (Xplore Wealth), giving an 
unbiased opinion on how the asset allocation should be 
while also providing valuable insight into the latest 
regulatory guidelines and expectations of both 
regulators and professional bodies. 
 

7.16  IS IT PERMISSIBLE FOR A PORTFOLIO TO GO OUTSIDE 
ITS ASSET ALLOCATION RANGES?  IF SO, PLEASE PROVIDE 
FULL DETAILS.  
 
In the investment options menu all of the portfolios have 
clear asset allocations and target cash balances, but 
included is also allocation ranges that give the manager 
discretion increase the proportion of the portfolio 
invested in defensive assets including; domestic and 
international bonds, Australian dollar and foreign 
nominated cash and cash equivalents, and alternatives 
such as gold. This capability is built into the products to 
give the investment manager the authority to materially 
adjust the capital protection levels of each portfolio when 
the market environment has become disjointed, 
functioning incorrectly, and/or contains too much 
downside risk. This is to say that at no point during 
‘normal’ market environments will the portfolio’s risk 
profile and asset allocation ever fall outside of the 
prescribed level. 
 
At times when the investment manager and his 
committee believe that market environments begin to be 
disjointed, functioning incorrectly, and/or contains too 
much downside risk, all investors will be notified and 
given an explanation as to why the risk levels of the 
portfolios have been changed as to now fall below the 
risk profile of the client. Although given the structure of 
the investment vehicle being a managed discretionary 
account giving the investor access to full information 
concerning transactions and holdings of the account, this 
addition process of informing investors when constraints 
in place during ‘normal’ market environments are broken 
is in pursuit of full transparency. Ensuring that at all times 
investors understand what they are invested in, how the 
manager expecting future market movements to be, and 
why the composition of their portfolio is the way it is at 
any point in time.  
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