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Investment Objective 
 

The aim of the VIP Property Securities Portfolio is to provide investors with tax advantaged income and 

long-term capital growth from investment in an actively managed, concentrated portfolio of property and 

property related companies and trusts listed on the ASX. The portfolio invests in 4 to 10 Australian Real Estate 

Investment trusts (A-REITs) listed on the S&P/ASX 200 A-REIT Accumulation index that have been selected via 

a Quantitative and Qualitative screening process. This process aims to short list companies that are transparent 

and easy to understand, run by good management, priced below their valuation, &, display attractive growth 

prospects. 

 
 

Performance Review & Portfolio Adjustments 
 

The VIP Property Securities portfolio generated a 9.86% return for the month pre-fees and 17.12% over the 

last 3 months. The portfolio outperformed the S&P/ASX 200 A-REIT index during the month by 3.69%, and 

outperformed over the quarter by 9.64%. Over the last year, the portfolio has generated a 28.40% return and 

outperformed the index by 15.79%. The post-fee returns for the Investment and Superannuation & Pension 

portfolios are shown in blue in the table below. The Top Contributors were Arena AREIT 11.62%, and Charter 

Hall Group 10.92%. The Top Detractor was Cromwell Property Group 7.07%.  

 

In January, the Investment Committee made no changes to the portfolio.   
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Economic & Market Commentary 
 
The month of January was a refreshing and welcomed change from the previous quarter, as stocks bounced back after 
Christmas day lows, and central banks begun to adjust their rhetoric to avoid aggressive rate rises with a looming global 

economic slowdown. As a result the S&P/ASX 200 Index rose by 3.90% during January, and international markets such as 
the USA and Japan enjoyed similar rallies with the S&P 500 and Nikkei 225 rising 7.87% and 6.19% respectively.  
 The US government shutdown ended on the 25th of January 2019 earning itself the longest government shutdown in 
the history of the United States at 35 consecutive days. President Donald Trump, after a ‘sick out’ by many air traffic 
controllers in key areas of the country, was forced to end the partial government shutdown. As a result, the President 
introduced a three-week spending bill without any financing for his wall in order to reopen the government. The spending bill 

ends on the 15th of February and if a bill is not passed the US government would return to a partial government shutdown. 
Although the effects of the shutdown are negligible on the economy only causing roughly $3 billion in permeant damage to 
the US economy, the effects on workers are significant and so are the effects on President Donald Trump’s likelihood of 
reelection in 2020. 
 On January 15th after years of negotiation between the UK and the European Union on the conditions of Brexit the 
deal was finally taken to the floor of British Parliament and was rejected by a vote of 432 to 202, representing the largest 
margin of defeat on a bill introduced by a British government in 95 years. Prime Minister Theresa May now has only two 

more months to right and agree upon a new deal between the EU and British Parliament by the 29th of March or the possibility 

of a no deal Brexit which would have significant impacts on the UK economy will become highly likely. With a highly 
contentious debate over the way in which the UK should leave the European Union it is becoming increasingly unlikely that 
a positive result will come to fruition every day that a deal cannot be realized.  
 In Australia the final report for Commissioner Haynes of the Royal Commission into Misconduct in the Banking, 
Superannuation and Financial Services Industry has been released, and to the surprise of many commentators and the 
markets it was a relatively ‘soft’ blow to the industry. Although the report recommended material reforms to mortgage 

broking, independency tests, corporate governance, and the way in which customers are charged for services provided there 
was no major request from the Commissioner. Unlike many expected there were no explicit requests for civil or criminal 
action to be taken against any individuals or companies involved in the misconduct, there is no specific request for a major 
structural change to the financial industry in general, and there was no recommendation that the big four banks be forcibly 
demerged. The markets were pleased by this news with Australian banks and financial stocks (excluding mortgage broking 
companies) seeing some of their largest single day gains in many months.  

 The IMF days before the World Economic Forum in Davos, Switzerland has revised global growth forecasts down to 
3.50% for 2019 and 3.60% for 2020 representing a 0.20% and 0.10% downward revision respectively. The IMF cut its global 
growth forecasts on the back of increased trade tariffs between China and the United States. It said the latest revision is due 
in part to carry over from last year, mentioning weakness for German auto manufacturers due to new fuel emission standards, 
and soft domestic demand in Italy after recent sovereign and financial risks. But the IMF also highlighted weakening sentiment 

in the global financial markets and a contraction in Turkey that’s now projected to be deeper than anticipated. 
 What does this mean for investors? The global world order trade system is being restructured which brings volatility 

but also opportunities for companies to poise themselves to benefit from the resulting environment. Stock markets are 
recovering as the global outlook by many organist ions and multinationals has become more bullish and earnings reports 
from the US have been announced that are stronger than expected. As central banks walk back on hawkish calls for monetary 
tightening and have become more dovish towards the economy, as well as growing optimism for a positive outcome from 
the US/China trade talks investors have begun to rally behind optimism for economic and market conditions for 2019.  
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