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Performance Review

The VIP Balanced portfolio generated a 0.88% return pre-fees in 
September, and 4.18% return pre-fees in the quarter.

Over the last year the portfolio has generated a 14.09% return 
pre-fees.

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

Investment Growth
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VIP Balanced

Tactical Asset Allocation

The VIP Balanced portfolios asset allocation as at 30/09/2013 
was as follows:

�
�
�
�
�

Australian Shares 35%
International Shares 20%
Property Securities 5%
Fixed Interest 35%
Cash 5%

The Growth asset allocation (Shares and Property Securities) is 
currently at the 60% target level. 

In terms of these Growth assets, Australian shares and Property 
Securities are held under-benchmark (target) while International 
shares are held at over-benchmark levels. 

These weightings are due to the VIP Investment Committee's
targeting of yield via Australian shares and more favourable 
market conditions in global shares. The Investment Committee 
has also elected to take profits form the Property Securities 
sector that has performed strongly over the last 2 years, but is 
fully priced and entering a difficult rental environment.

Investment Objective

The aim of the VIP Balanced Portfolio is to provide investors with a combination of capital growth and income over the medium 
to long term from investment within a diversified portfolio of growth assets (60% allocation to Australian shares, International 
shares, and property securities) and defensive assets (40% allocation to fixed interest and cash).

The portfolio is composed of 30 – 60 securities and consists of ASX listed securities, Exchange Traded Funds (ETFs), Listed 
Investment Companies (LICs), Managed Funds, Government and Semi Government Bonds, Term Deposits and Cash.

Source: Morningstar Direct



Month in Review - Economic & Market Commentary

If there is one word that could be used to describe the effect of the current debt ceiling and US shut on markets it would be 
malaise. While the market wants to look beyond what is essentially an extremely improbable scenario, the potential ramifications 
of a default are so significant that it warrants caution and leads to the market maintaining a holding pattern of sorts.

Looking beyond this however the fair question is what direction markets take after the US debt ceiling and shut down 
is resolved?

Overall the perceived broader market risks have reduced somewhat. If anything it is hard to see a pressing and imminent macro 
risk on the near horizon. This has perhaps been one of the key reasons why markets have remained resilient in the face of US 
default chatter.

In the US, the decision to appoint Janet Yellen, as Federal Reserve Chairperson, is seen as a key positive. Yellen has stated that 
the focus will be on inflation and overall employment performance, meaning that the participation rate and underemployment rate 
might be used as barometers, in addition to the unemployment rate. The markets have taken this to mean that the proposed 
tapering of US asset purchases will be less severe with there being some potential for it to be delayed altogether. 

Our view remains that while US economic performance has gradually improved, the recovery is rather fragile. In addition there is a 
building story around credit quality within the US. Whether it is concerns around US Student loan arrears, the proliferation of sub-
prime auto loans, a new recent peak in US margin loan debt or US low covenant corporate debt, what is clear is that concessions 
are being made around the quality of risk that is being written – or to put it another way, great is risk is being taken by lenders 
once again. 

Look no further than the distribution of household wealth in the US where it is clear that the haves hold a larger proportion of 
wealth than has been the case at any point in recent history as they benefit from the fruits of QE (money-printing), namely higher 
asset prices and lower interest rates. Meanwhile the have-nots are getting little more than respite on their interest bill and the 
provision of cheap and available credit. Ultimately America needs to rebuild the balance sheet of the lower and middle classes from 
the ground up. In the absence of being able to benefit through asset ownership, this segment of the US economy is forced to work 
and save its way out, which is bad news for retail consumption and the US economy more broadly. 

Meanwhile the impact on the US Governments balance sheet has been significant with the US public debt now pushing towards 17
trillion US dollars. This bleed has been slowed through the sequester earlier in the year which saw an automatic cut to a number of 
spending programs however for the American Right and the Tea Party to its right, this remains an issue of national security.

The question at play here is where do the cuts come from and who will ultimately pay? Republicans want less taxation 
and less government, in other words cut the safety net. The democrats want the wealthiest Americans to carry a greater portion of 
the load. What has made this debate polarising is that the population is more reliant than ever on government assistance, while at 
once the nation is up to its neck in debt and managing a fiscal program that is by their own admission un-sustainable. Add to that 
a QE program that hasn’t done as much as what most would have liked for the real economy and it becomes clear just how unclear 
the outlook remains. 

So while the debt ceiling and shut down debacle is very likely to pass, the circumstances that fermented it are here to stay for the 
foreseeable future as the United States and the world at large continue to manage the effect of a once in a generation financial 
event. 

Written by Andrew Papageorgiou from Realm Investments.

The Australian share portfolio generated a 2.65% 
return for the month and 13.08% over the last 3 
months. The portfolio outperformed the S&P/ASX 
100 index in both periods by 0.45% and 3.14% 
respectively.

The Top 3 Contributors for the month were James 
Hardie Industries +8.87%, Lend Lease Corporation 
+8.14%, and Crown Limited +7.73%.  

The Top 3 Detractors for the month were Myer 
Holdings -2.18%, Ramsay Healthcare -1.94%, and 
Bendigo & Adelaide Bank -0.89%. 

The VIP Investment Committee sold UGL Limited 
and Fairfax Media in September, and added James 
Hardie Industries and Crown Ltd to benefit from the 
US Housing recovery and a strengthening US dollar, 
and to add more defensive holdings to the portfolio. 

VIP Australian Share Leaders - Holdings

Portfolio Date: 30/09/2013

Ticker
Dividend
Yield %

TTM
James Hardie Industries PLC DR
Lend Lease Corporation Limited
Ansell Limited
Sonic Healthcare Limited
Westpac Banking Corp
Twenty-First Century Fox Inc DR
Australia and New Zealand Banking Group Limited
Santos Ltd
Crown Ltd
Myer Holdings Limited
Wesfarmers Ltd
Woodside Petroleum Limited
Telstra Corp Ltd
Ramsay Health Care Limited
Bendigo And Adelaide Bank Ltd.

JHX 1.72
LLC 3.30

ANN 1.68
SHL 3.75

WBC 5.06
FOX 0.53
ANZ 4.80
STO 2.01
CWN 2.08
MYR 7.03
WES 4.32
WPL 4.07
TLS 5.65
RHC 1.95
BEN 5.83

Portfolio Commentary - Australian Shares Portfolio

Source: Morningstar Direct



VIP Property Securities - Holdings

Portfolio Date: 30/09/2013

Ticker
Dividend
Yield %

TTM

SPDR S&P/ASX 200 Listed Property Fund

Cromwell Property Group

BWP Trust

Stockland Corporation Limited

Commonwealth Property Office Fund

Investa Office Fund

Charter Hall Group

SLF

CMW 7.09

BWP 3.83

SGP 5.11

CPA 4.68

IOF 4.94

CHC 4.63

Property Securities Portfolio Adjustments:

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

VIP Property Securities - Portfolio Holdings

Portfolio Date: 30/09/2013
%

SPDR S&P/ASX 200 Listed Property Fund 21.1

Cromwell Property Group 16.7

BWP Trust 14.7

Stockland Corporation Limited 14.5

Commonwealth Property Office Fund 13.6

Investa Office Fund 9.9

Charter Hall Group 9.6

Total 100.0

The Property Securities portfolio generated a 0.50% return for 
the month and 2.12% over the last 3 months. The portfolio 
underperformed the S&P/ASX 200 A-REIT index during the 
month by 0.50%, however, outperformed the index over the 
quarter by 2.07%.

Over the last year the portfolio has generated a 19.45% return 
and outperformed the index by 3.23%.

The Top Contributors for the month were Charter Hall Group 
+6.03%, and Stockland Corporation +3.75%; and the Top 
Detractors were Cromwell Property Group -3.99%, BWP Trust 
-0.87%, and Commonwealth Property Office Trust -0.87%.

The portfolios holdings and dividend yields are included below.

Property Securities Portfolio

International Portfolio Adjustments:

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

VIP International - Holdings

Portfolio Date: 30/09/2013

Portfolio
Weighting %

Magellan Global

Aberdeen International Equity

Aberdeen Emerging Opportunities

Blue Sky Apeiron Global Macro A

42.01

40.65

9.22

8.13

VIP International - Equity Regional Exposure

Portfolio Date: 30/09/2013

%

North America 51.4

Latin America 6.3

United Kingdom 10.4

Europe dev 18.1

Europe emrg 1.3

Africa/Middle East 0.9

Australasia 0.0

Japan 2.1

Asia dev 5.6

Asia emrg 3.9

Total 100.0

The International share portfolio generated a -0.55% return for 
the month and 2.15% over the last 3 months. In doing so the 
portfolio underperformed the MSCI World Ex Aus (AUD) index in 
September by 0.49% and over the last 3 months by 3.62%. 

Over the last year the portfolio has generated a 24.47% return 
and underperformed the index by 9.55%.

The Top Contributors for the month were Aberdeen Emerging 
Opportunities +2.61%, and Aberdeen International Equity 
+0.39%; and the Top Detractors were the BlueSky Global 
Macro Fund -3.56% and Magellan Global Fund -1.51%. 

The portfolios holdings and the total regional exposure are 
included below.

International Shares Portfolio

Source: Morningstar Direct



The Fixed Interest portfolio generated a 0.61% return for the month and 0.86% over the last 3 months. This was against the UBS 
Composite 0+Yr Bond index return of 0.50% and 1.04% over the month and last 3 months respectively.

The Top Contributors for the month were the PIMCO Diversified Fixed Interest Fund +1.18%, and Realm High Income Fund 
+0.91%, and the Detractors were the Aberdeen Floating Rate Income Fund +0.16%, and Cash +0.21%.

The portfolios country exposure is included below.

Fixed Interest Portfolio

Value Investment Partners Pty Ltd is a Corporate Authorised Representa�ve (Representa�ve 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 informa�on purposes only and not as specific advice to any par�cular person. Any advice contained in this document is General 

Advice and does not take into account any person’s investment objec�ves, financial situa�on and par�cular needs. Before making any investment decision based on this advice, you should consider, 

with or without the assistance of a securi�es adviser, whether it is appropriate to your par�cular investment needs, objec�ves and financial circumstances. A Product Disclosure Statement and/or 

Investment Op�ons Document on any financial product men�oned in this document should also be obtained and read prior to proceeding with an investment decision. Futuro Financial Services and its 

representa�ves may have an interest or associa�ons with the product providers detailed in this report, and will be en�tled to receive remunera�on 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 remunera�on and associa�ons 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 informa�on 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 informa�on contained in this document or any loss or damage suffered 

by any person directly or indirectly through relying on this informa�on.

VIP Fixed Interest Portfolio - Income Yield

Portfolio Date: 30/09/2013

Income
Return 1

Yr
(Mo-End)

PIMCO EQT WS Diversified Fixed Interest

Aberdeen Australian Floating Rt Inc

Realm High Income

RBA Bank accepted Bills 90 Days

4.41

3.86

4.18

Fixed Interest Portfolio Adjustments:

The VIP Investment Committee added the Realm High Income 
Fund to the Fixed Interest portfolio in September.

Realm is an Australian specialist fixed interest manager whose 
primary emphasis in the Realm High Income Fund is to invest in 
Australian investment grade asset backed, bank issued and 
corporate bonds. To fund aims to deliver regular income, while 
preserving capital over the medium term, and targets a return 
of 3% over the RBA cash rate after fees through the cycle. 

After an extensive process the VIP Investment Committee chose 
Realm as they are based in Australia, have a consistent 
investment philosophy to VIP, have an impressive team, and 
provide transparency over their portfolio, themes, and market 
insights on an ongoing basis. 

VIP Fixed Interest - Country Exposure

Portfolio Date: 30/09/2013

%

Australia 48.8

Brazil 1.2

Canada 2.7

Germany 1.2

Italy 2.8

Mexico 2.3

Netherlands 2.3

United Kingdom 3.9

United States 24.0

Other Countries 4.1

Other 6.8

Total 100.0

Source: Morningstar Direct


