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Investment Objective 
 
The aim of the VIP Growth Portfolio is to provide investors high level of capital growth over the medium to long term through exposure 
to a diversified portfolio of investments, with a strong emphasis on growth assets (80% allocation to Australian shares, International shares, 
and property securities) and defensive assets (20% 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. 

 
 
 

 

Performance Review 
 

The VIP Growth portfolio generated a 0.86% return pre-fees in August, 
and -0.66% return pre-fees in the quarter.  
 
Over the last year the portfolio has generated an 3.07% return pre-
fees and over 3 years 8.21%. Over 3 to 4 years and Since Inception 
the portfolio has achieved performance above our Growth Composite 
Index. 
 
The post-fees returns for the Investment and Superannuation & 
Pension portfolios are shown in blue in the table below. 

 

 

 
 
Tactical Asset Allocation 
 

The VIP Growth portfolios asset allocation as at 31/08/2017 was as 
follows: 

· Australian Shares 33% 
· International Shares 40% 
· Property Securities 4% 
· Fixed Interest 15% 
· Cash 8% 

 
The Growth asset allocation (Shares and Property Securities) is only 
slightly reduced from the 80% target level, currently residing at 77%.  

 



 

  
Risk vs Return 
 

The VIP portfolios aim to reduce volatility, or risk, over the long term 
and achieve excess returns per unit of risk that is taken compared 
to our Growth Composite Index and the Morningstar Multi-sector 
Growth Index.  
 
The chart on the right plots return on the vertical axis against risk 
(in the form of Standard Deviation) on the horizontal index. Basically 
the higher up the vertical axis (high return) and the more left on the 
horizontal axis (low risk) is the ideal position that we aim for over 

the long term. 
 
The chart on the right shows that the VIP Growth portfolio (aqua 
triangle) has achieved a higher return and lower risk compared 
to the Growth Composite Index (black pentagon) and our peers 
represented by the Morningstar Multi-sector Growth index (red 
triangle) since inception on 01/07/2011. 
 
This is the outcome we aim to achieve for our investors. 

 
 

 

Month in Review - Economic & Market Commentary 

 

Debt and Wages Growth: A Serious Imbalance 
 
It is a commonly known fact that the Australian economy has found itself in a golden age of high house prices, low interest rates and 
therefore liberal borrowing. Not in conjunction with the rise in borrowing is the important economic factor of wages growth, which one could 
be forgiven to think to be concurrent with a rise in prices and lending. On the contrary, while houses are selling at historical amounts, the 
average weekly household income has only grown by $27 since 2008. Essentially, the increase to average weekly household income has 
been $3 per year for the last 9 years.  
 
Compare this to the growth between 2004 and 2008, where the average weekly household income grew by a total of $213. This period is 
defined by the mining boom spurred on by China’s charge towards industrialisation, sending demand for iron ore and coal through the roof. 
Off the back of this, wages growth ran high to match the productivity gains of the economy, but since the slowdown of China, Australia has 
somewhat struggled to find where it’s next windfall will come from and as a result, wages growth has suffered.  
 
Despite low wages growth, the average household debt to disposable income ratio is sitting at a record high 189%, meaning Australians 
and their ability to service this debt is in a delicate predicament if anything was to cause their value of assets to take a turn for the worst. 
In fact, over a quarter of the relevant population has amassed debts equal to three times their income. Hypothetically, if enough borrowers 
found themselves incapable of paying off their debt and conceding to sell their house, an oversupply of houses on offer would send the 
housing market into a spiral if potential buyers didn’t pick up the slack. Clearly, low wages growth coupled with high borrowing could have 
dire consequences to the economy if the right dominos were to fall.  
 
Given the environment Australia finds itself in, the obvious question is ‘what is the trigger for a rise in wages growth?’ Essentially, Australia 
needs to see the unemployment rate decrease before expecting any significant movements in wages. Economist Saul Eslake notes that a 
rise in business investment is gradually gaining pace, and that ‘strengthening conditions offshore may finally have encouraged local firms 
to spend.’ More spending logically equates to more jobs, which in turn spurs on consumer confidence, and basic economics communicates 
that this all leads to lower unemployment and higher wages. 
 
It is important to recognise that a higher employment rate doesn’t necessarily translate to a lower rate of unemployment. Recently, the 
Australian Bureau of Statistics reported that the Australian economy experienced its largest jobs surge in two years, leaping by 54,200 jobs 
and drastically exceeding the 15,000-20,000 expected by economists. Despite this, unemployment was steady at 5.6% as a greater number 
of people looked for work, and as such, wage inflation remained stagnant. This is seen in that while 269,000 have been created this year, 
the labour force expanded by a similar 257,000 and therefore had little effect on the unemployment rate.  
 
With the mining investment boom behind us, it is hard to say whether Australia will experience such a catalyst for change in the short to 
medium term – the China provided boom could be considered a historical period for our economy. That said, there will always be a ‘next 
big thing,’ and whatever that is will be spotted by the smart investor, felt by the economy, and seen in economic factors including wages 
growth.   
 
 
 
 
 
 
Source: SMH, ABC 

 



  

Australian Shares Portfolio  International Shares Portfolio 

 
The VIP Australian Share Leaders portfolio generated a 0.50% pre-
fees return for the month and -0.04% over the last 3 months. The 
portfolio underperformed the S&P/ASX 100 index in August by 0.04% 
and by 0.59% over the quarter.  
 
Over the last year, the portfolio has generated a 4.66% return pre-
fees underperforming the ASX 100 index by 5.62%. 
 
The Top Contributors for the month were Spark Infrastructure 
Group +8.00%, Rio Tinto Ltd +6.11%, and Aristocrat Leisure Ltd 
+4.54%. The Top Detractors for the month were James Hardie 
Industries -7.67%, Ramsay Health Care -3.22%, and Challenger -
2.41%. 

 

 
The VIP International share portfolio generated a 0.85% return for 
the month pre-fees and -2.26% over the last 3 months. In doing so 
the portfolio outperformed the MSCI World Ex Aus (AUD) index in 
August by 0.04% and outperformed over the last 3 months by 
1.23%.  
 
Over the last year, the portfolio has generated a 6.51% return and 
underperformed the index by 3.56%. 
 
The Top Contributors were Platinum International Fund +2.50%, 
Magellan Global 1.94%, and Alliance Bernstein Global Equities -
0.46%. The Top Detractors were Morphic Global Opportunities -
0.16%, and iShares Europe ETF (AU) +0.63%.  

 

 

 
 

  
 

 

Australian Shares Portfolio Adjustments: 
 

In August, the VIP Investment Committee made no changes to the 
portfolio.     
 

 

 

 

 

 

 
International Portfolio Adjustments: 
 

In August, the Investment Committee sold IJH and bought IEU to 
favour an exposure towards Europe.  
 

 



 

Property Securities Portfolio Fixed Interest Portfolio 

 
The VIP Property Securities portfolio generated a 7.98% return for 
the month pre-fees and 2.18% over the last 3 months. The portfolio 
outperformed the S&P/ASX 200 A-REIT index during the month by 
6.70%, and outperformed over the quarter by 5.85%. 
 
Over the last year, the portfolio has generated a 1.01% return and 
outperformed the index by 8.44%. 
 
The Top Contributor was Arena REIT +12.14%, Charter Hall Group 
+9.25%, and Cromwell Property Group +3.26%. 

 

 

The VIP Fixed Interest portfolio generated a 0.14% return for the 
month pre-fees and -0.29% over the last 3 months. This was against 
the Bloomberg AusBond Composite index return of -0.01% over the 
month and -0.66% over the quarter. 
 
The portfolio outperformed the index by 0.15% over the month, and 
outperformed the index 0.37% over the last 3 months. 
 
The Top Contributor was Realm High Income +0.14%. The Top 
Detractor was iShares Core Composite Bond (AU) -0.02%. 

 

 

 
 

  
 

 
Property Securities Portfolio Adjustments: 
 
In August, the VIP Investment Committee sold GMG and bought CMW 
in favour of CMWs yield.  

 

 
Fixed Interest Portfolio Adjustments: 
 
In August, 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 by any person directly or indirectly through relying 
on this information.  
 


