
   

  

VIP Fixed Interest Portfolio 
 

Monthly Review 
July 2017 

 
Investment Objective 
 
The VIP Fixed Interest Portfolio aims to provide a high level of income over the medium to long term through investment 
in a diversified portfolio of Australian fixed income securities including Government and Semi Government Bonds, Managed 
Funds, Term Deposits and Cash. 
 
The portfolio invests in 4 to 10 fixed income securities including Government and Semi Government Bonds, Managed Funds, 
Term Deposits and Cash that are managed with a bottom up approach while taking top down economic considerations into 

consideration. 

 
 

 
Performance Review 
 
The VIP Fixed Interest portfolio generated a 0.13% return 

for the month pre-fees and 0.59% over the last 3 months. 

This was against the Bloomberg AusBond Composite index 
return of 0.25% over the month and 0.51% over the quarter. 
 
The portfolio underperformed the index by 0.12% over the 
month, and outperformed the index 0.08% over the last 3 
months. 

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

 

 
 
Portfolio Exposure 
 
The portfolio is allocated across Australian and International 
fixed interest sectors as capital loss fears from the 
Quantitative Easing Tapering program have ceased. 
 

 

 



 

Month in Review - Economic & Market Commentary 

A Respectable Reporting Season 
 
With another earnings season all but wrapped up, it is intriguing to see how companies have performed amid a year of 
extraordinary volatility triggers, including a Trump victory in the US Election and heightened geopolitical tensions across the 

globe with North Korea demanding to be taken seriously.  
 
Overall, it has been a respectable reporting season, although one would not classify it as great. Of the 119 companies that 
have reported full-year earnings, approximately 90% have reported a profit, exceeding the 87% long term average and 
excluding BHP, CBA, and Telstra, profits are up 40.9% over the year. However, the result was unable to beat the February 
2017 reporting season of 94%, a figure that was considered a seriously strong result by all analysts. 91% of the full-year 
reporting companies elected to a pay a dividend, and cash levels have been raised a significant amount with a 23.5% 

increase to cash holdings, indicating a cautious, more defensive approach for the ASX200 companies looking forward.  
 
In narrowing it down to sectors, earnings season has revealed mining and energy companies benefitted from cost-cutting 
and favourable commodity prices. It is noted however that the rise of the Australian dollar has not furthered this sentiment, 
impacting negatively on exporters. Favourable demand and prices has also boded well for packaged foods and meats, and 
housing market-dependent companies have performed well off the back of more housing starts and purchases. Furthermore, 
Real Estate Investment Trusts (REITs) have been required to be proactive to changing dynamics in the economy to perform 

well. In contrast, consumer-based companies such as retailers have been negatively affected by low inflation, a cautious 
consumer sentiment, and disruption. Media has also been hit by changing times. 
 

Notably, the retail sector finds itself at a crossroads in a market with low inflation and a low consumer sentiment. Traditional 
brick and mortar retailers are still struggling to find their place in an increasingly-online world, not to mention the imminent 
arrival of online conglomerate Amazon, which has the potential to disrupt the way Australians consume as we know it. Given 

the obvious and predominant advantage these retailers have is their physical presence, the companies and shopping centres 
involved have a seamless and impressive customer experience as their focal point moving forward and as a result, the 
companies that excel in this area are the companies that will succeed in the modern consumer era.  
 
While dividends remain popular with investors, it is apparent over the last few reporting periods that companies have 
reassessed their policies of blindly paying out dividends at all costs. For example, Telstra, a company known for its steady 
share price and dividend yield, is in the process adjusting their payout ratios so as to put more money into company 

opportunities, given that their share price has steadily reduced over the course of the year. Furthermore, REITs such as 
Scentre Group and Westfield have reconfigured their payouts as the major focus for future success is improving customer 
experience and therefore their properties.  
 
All in all, the corporate world of Australia remains in a strong position. With most companies raising profits, revenues, paying 
dividends, and reducing expenses, the earnings season has reported back in sound condition. Going forward, companies in 
general are well positioned to manage the challenges of disruption, global politics and low inflation, and are poised to 

capitalise on an economy that by most indications will grow at a faster pace.   

   
 
 
 
 

 
Source: CBA 
  
 



 

Portfolio Holdings & Adjustments 

 

 
Performance Contributors & Detractors, and Portfolio Adjustments 
 
The Top Contributor was Realm High Income +0.30%. The Top Detractor was iShares Core Composite Bond (AU) -

0.23%. 
 
 
In July, the Investment Committee made no changes to the portfolio.  
 

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 
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