
VIP International Portfolio
Monthly Review

September 2014

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 30/09/2014
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VIP International

Performance Review

The VIP International share portfolio generated a 4.10% return 
for the month and 5.57% over the last 3 months. In doing so 
the portfolio underperformed the MSCI World Ex Aus (AUD) 
index in September by 0.20% and over the last 3 months by 
0.17%. 

Over the last 3 years the portfolio has generated a 18.12% 
return and underperformed the index by 4.25%, however has 
underperformed the index by 7.16% since inception.

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

Trailing Returns

As of Date: 30/09/2014

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

Inception

VIP International

VIP International Investment

VIP International Super-Pension

MSCI World Ex Australia NR AUD

4.39 5.87 7.61 12.51 18.36 18.23 16.71

9.4822.3727.0320.378.955.744.30

4.33 5.65 7.18 11.62 17.41 17.29 15.80

4.28 5.51 6.88 11.01 16.77 16.64 15.16

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: 30/09/2014

%

North America 65.6

Latin America 0.9

United Kingdom 6.7

Europe dev 16.2

Europe emrg 0.4

Africa/Middle East 0.6

Australasia 1.4

Japan 4.0

Asia dev 2.2

Asia emrg 2.0

Total 100.0

Source: Morningstar Direct



Month in Review - Economic & Market Commentary

Finally It's Over

It finally happened. The US Federal Reserve announced last night (our time) the end of its stimulus program – QE3. This 
brings to an end the $US85 billion (yes, billion) a month that the US Fed was pumping into the financial system by 
buying Treasury bonds and mortgage-backed securities to hold interest rates down and boost the recovering US 
economy.

By buying bonds (Treasury bonds and mortgage-backed securities) the demand had drove up bond prices and 
effectively pushed down interest rates or yields remembering that the price of bonds moves in the opposite direction to 
the bond yield (interest rates) and vice versa… rising bond price = falling interest rates; and falling bond price = rising 
interest rates.

That produced a selloff in bond markets which saw a marketable rise in short term US Government bond yields. The 5-
year US Treasury note yield jumped to a level where it is on track for its largest done-day increase since the middle of 
March.
The announcement also saw an increase in the US dollar (USD) against all major currencies as expected with the 
market starting to price in an increase in official interest rates sooner post the announcement.

Stocks suffered a losses during the trading session but recovered late in trading to close down only marginally on the 
day. 

The US Fed also expressed confidence in the US recovery with a positive view on the US employment situation. They 
stated that the US unemployment and inflation targets remain on track even in light of a slowing global economy 
particularly in Europe. The US Fed also stated that although they announced the end of QE3 US interest rates would 
remain near 0% for a “considerable time”.

It was these comments that underpinned a recovery in the earlier market losses of the trading day.

In September markets were spooked by poor economic news from Germany and equally poor outlook from the 
International Monetary Fund (IMF). The IMF predicted only 3.3% global economic growth in 2014 and 3.8%n in 2015, 
which were lower than the July forecasts. The forecasts highlighted 0.8% growth in from Europe in 2014 and 7.4% from 
China.

Commodity prices also fell in September with the RBA Index of Commodity prices down 3.1% in September taking the 
annual decline in prices to 18%. The large miners such as Rio Tinto came under fire for increasing iron-ore production in 
an environment of falling iron-ore process as more supply would lead to lower prices again.

This negative economic news along with the focus on the geo-political conflicts in the Middle East and Ukraine, and the 
Ebola epidemic in West Africa, led to a 5.38% fall in Australian shares (S&P/ASX 200 index) 5.35% fall in Australian 
Property Securities (S&P/ASX 200 A-REIT index) although international markets rose for the month. 

These negative Australian results led a fall in global markets in October with the US market (S&P 500 index) falling by 
5.4% by the middle of this month. At the time of writing the S&P 500 had made up all of this October loss while the 
Australian market (S&P/ASX 200) is still down approximately 200 points or 3.5% from the September highs.

Source: Morningstar Direct



Portfolio Holdings & Adjustments

VIP International - Holdings

Portfolio Date: 30/09/2014

Portfolio
Weighting %

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

Vanguard US Total Market Shares ETF

Vanguard All-World ex-US Shares ETF

41.85

34.28

23.87

5.39 6.13 6.09 16.69

1.70 2.20 4.76 11.12

4.63 7.85 11.05 25.79

Performance Contributors & Detractors, and Portfolio Adjustments

The Top Contributor for the month was the Magellan Global Fund +5.39%; and the Top Detractors were the Vanguard US Total 
Market Shares ETF +3.56%, Vanguard All World Ex-US ETF +0.42%. 

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

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


