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Market insights
February 2017

What’s in store for the markets in 2017?

2016 had a bad start for equity markets, which supposedly sets the tone for the rest of the year,  
but subsequently, though, it transpired that equity returns were OK in 2016, as both in Australia  
and internationally, markets had decent returns. The other two potential disrupters were BREXIT  
and a Trump victory – which contrary to popular opinion by market analysts turned out to be  
positive for markets.

So what does 2017 hold and can we reliably predict what is 
going to happen?

Known events or likely events are usually priced into the markets 
and it is unknown events, ie surprises, X factors and exogenous 
shocks that impact markets – and by their very nature these 
events are often hard to predict.

What we can do is look at the balance of probabilities of events 
occurring and factor in possible upside and downside outcomes. 
A lot of the analysis is about risk mitigation and asking questions 
including what are the consequences of getting it wrong?

The first point in trying to predict markets is where you are 
coming from, that is, the starting point. On this basis most 
markets and asset classes are at, or close to, historically high 
levels, after extended runs. This does not mean they cannot 
continue running – but it does say that maybe we are coming 
closer to the end game and the balance of risks has become 
higher. Markets often rally harder and longer than people expect 
and you usually see the largest up moves in the latter stages of a 
bull market, just before a major correction.

The second aspect in predicting markets is applying some sort 
of valuation parameters on markets. On the various valuation 
metrics be it equities, bonds or property the various asset 
classes are not cheap – though in most cases they are not 
wildly expensive either. For instance, while equity valuations 
are not cheap, if we see top line revenue growth in America for 
corporates as a result of Trump’s economic policies, it would 
mean their earnings could increase, subsequently reducing 
their P/E ratio. As a result this makes companies cheaper and in 
turn, this could potentially justify a whole second leg to the bull 
market.

One thing to watch in 2017 will be the moves in long bond 
rates around the world. A gradual increase in rates will not be 
an issue, in fact there have been a number of equity market 
rallies associated with increasing interest rates. The issue is less 
increasing interest rates (as increasing interest rates often mean 
higher economic growth which is good for corporates) but 
rather why they are increasing and the length and magnitude of 
any changes. We are forecasting between two and three interest 
rate hikes in the US this year and zero in Australia – all of which 
could be within market parameters.

That said, any surprise increase in rates will generally tend to be 
negative for most asset classes. Another factor to watch for will 
be geopolitical shocks. These are hard to factor in and by their 
very nature are hard to forecast.

What is necessary in 2017 is flexibility in asset allocation and the 
ability to move quickly to take advantage of opportunities. 

Steve Merlicek 
IOOF, Chief Investment Officer
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Strategic tilting update

Cash and fixed interest 

Position 

For both MultiMix and MultiSeries, 
there is an overweight to cash/short 
duration strategies, underweight to 
fixed interest.

Rationale

Our view is that Australian and 
US Government bond yields are 
very expensive. The US 10 year 
Government bond yield as at end of 
December was 2.45% up from 1.61% 
at the end of September after a large 
rise in November. Despite this sharp 
jump in bond yields over the quarter, 
we believe this may be the end of the 
bull market in fixed interest.

Current status

Since inception, the tilt to cash has 
underperformed as global bonds 
continue to produce positive returns. 
The underperformance, however, 
is somewhat mitigated by strong 
performance from the underlying 
cash managers, and strong returns 
from the IOOF Income Trust. This 
tilt added a lot of value over the 
December quarter.

For MultiMix over the December 
quarter, the IOOF Income Trust 
returned 1.8% and the Henderson 
Cash Enhanced Fund returned 0.6% 
outperforming the diversified fixed 
interest strategic benchmark return 
of -2.5%.

For MultiSeries over the December 
quarter, the Metrics Credit Partners 
Diversified Australian Senior Loan 
Fund returned 1.0% and the 
Henderson Income Fund returned 
1.9% outperforming the MultiSeries 
Fixed Income strategic benchmark 
return of -2.5%

International shares 

Position 

For MultiMix, tilt towards unhedged 
international shares from Australian 
shares. Tilt only in place for IOOF 
MultiMix Growth Trust, and has been 
reduced for IOOF MultiMix Balanced 
Growth Trust.

Rationale

While both Australian and 
international shares looked cheap 
on various valuation metrics, we 
believed international shares showed 
better value, particularly in the US. 
In addition, the high Australian 
dollar made investing offshore more 
attractive. Unhedged international 
equities also provides for a natural 
hedge. If equity markets fall, the 
Australian dollar tends to fall with it 
(as it is considered a risk asset), thus 
providing a hedge to investors.

Current status

Since inception, the tilt to 
unhedged international shares 
has outperformed due to both 
the international equities market 
outperforming the Australian equities 
market, and a sharp decline in the 
Australian dollar.

For the December quarter, the 
unhedged international shares 
benchmark outperformed the 
Australian shares benchmark by 2.8% 
(7.7% versus 4.9%).

Currency

Position 

For MultiMix, the hedged benchmark 
remains at 0% of the developed 
equities portfolio versus the strategic 
benchmark of 50%. For MultiSeries, 
the hedged benchmark was 
increased from 20% to 35% on 22 
November 2016 versus the strategic 
benchmark of 50%.

Rationale

The key reasons for this continued 
position are:

• The carry trade will fade rapidly as 
cash rates enter a strong uptrend 
in the US.

• Risks to the Australian economy 
are to the downside and to the US 
economy are to the upside.

• US dollar strength likely on the 
back of higher budget deficits 
under a Trump presidency. 
However, already rich valuations 
and limited scope for policy 
divergence will likely restrain the 
US dollar’s upside potential.

Current status

For the December quarter, the 
unhedged developed international 
shares benchmark outperformed 
the hedged developed international 
shares benchmark by 2.5% (7.7% 
versus 5.2%).



4

IOOF MultiSeries 
Summary

Full details of the investment strategy, objectives and underlying managers for each Trust are provided 
in the trust profile which can be downloaded from www.ioof.com.au/investment-central

Trust APIR code Risk/return 
profile

Estimated 
management 
costs as at  
4 October 2016 
% pa*

Performance fee as 
at 4 October 2016 
% pa^

Growth / Defensive

MultiSeries diversified 

IOOF MultiSeries 30 IOF0253AU Low to medium 0.40 0.00

 

Growth 30%
Defensive 70%

IOOF MultiSeries 50 IOF0254AU Medium 0.45 0.00

 

Growth 50%
Defensive 50%

IOOF MultiSeries 70 IOF0090AU Medium to high 0.50 0.00

Defensive 30%
Growth 70%

IOOF MultiSeries 90 IOF0255AU High 0.55 0.00

 

Growth 90%
Defensive 10%

*  This estimated fee currently includes the investment management fee and indirect costs. See pages 15 and 16 of the IOOF MultiSeries  PDS for full details on fees and 
other costs.

^  Currently, there are no performance-based investment management fee arrangements in place with any of the underlying investment managers of the Trusts.
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Underlying investment managers
Over the last quarter the following changes were made to our underlying investment manager line-up. 

New inclusion in the trusts: Challenger Index Plus (international shares)

Removal from the trusts: SSgA Global Index Plus (international shares)

Manager Style
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s 
30

, 5
0,

 7
0 
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90

IOOF Investment Management Limited Short-term money market securities

Ca
sh

 a
nd

 s
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-
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rm

 s
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ur
it

ie
s

Henderson Global Investors (Australia) Institutional 
Funds Management Limited

Australian fixed interest

D
iv

er
si

fie
d 

fix
ed

 in
te

re
st

Metrics Credit Partners Pty Limited Australian corporate loans

Western Asset Management Company Australian bonds

Legg Mason Brandywine Global Investment 
Management, LLC

Top-down, value-driven

Invesco Australia Limited International core fixed income

IOOF Investment Management Limited Core

Pr
op

er
ty

Macquarie Investment Management Limited True index (Australian and global property 
securities)

Acadian Asset Management (Australia) Limited Small companies

A
us

tr
al

ia
n 

sh
ar

esHenderson Global Investors (Australia) Institutional 
Funds Management Limited

Mid cap focused growth

IOOF QuantPlus Enhanced passive

Platypus Asset Management Pty Limited Quantitative/Quality momentum

State Street Global Advisors, Australia, Limited Enhanced passive

UBS Global Asset Management (Australia) Ltd Fundamental high conviction

Goldman Sachs International Multi-factor index

In
te

rn
at
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na

l s
ha

re
s 

Challenger Limited Index plus 0.5%

IOOF QuantPlus Passive

Neuberger Berman Australia Pty Limited Emerging markets

State Street Global Advisors, Australia, Limited Managed volatility

TT International Emerging and developed markets

Invesco Australia Limited Global targeted return

A
lt

er
na

ti
ve

s

Macquarie Investment Management Limited True index (global infrastructure)

Metrics Credit Partners Pty Limited Secured Australian private debt
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IOOF MultiSeries diversified trusts
IOOF MultiSeries 30

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution na na na na na na na

Growth na na na na na na na

Total na na na na na na na

Changes to portfolio 

The hedging on developed international shares was increased 
from 20% to 35% on 22 November 2016 versus the strategic 
benchmark of 50%.

Contributors and Detractors

Contributors to performance

• The fixed interest portfolio performed particularly well, 
with Brandywine outperforming and the short duration 
strategies of Henderson and Metrics performing well in an 
environment of rising yields.

• The direct property portfolio performed strongly.

Detractors from performance

• The Australian shares portfolio underperformed its 
benchmark.

• The international shares portfolio also underperformed its 
benchmark.

Actual versus target allocation

IOOF MultiSeries 50

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution na na na na na na na

Growth na na na na na na na

Total na na na na na na na

Changes to portfolio

The hedging on developed international shares was increased 
from 20% to 35% on 22 November 2016 versus the strategic 
benchmark of 50%.

Contributors and Detractors

Contributors to performance

• The fixed interest portfolio performed particularly well, 
with Brandywine outperforming and the short duration 
strategies of Henderson and Metrics performing well in an 
environment of rising yields.

• The direct property portfolio performed strongly.

• Lower hedging compared to the strategic benchmark.

Detractors from performance

• The Australian shares portfolio underperformed its 
benchmark.

• The international shares portfolio also underperformed its 
benchmark.

Actual versus target allocation

Actual allocation Target allocation

Australian
Shares

International
shares

Property Alternative 
- growth

Diversi�ed
�xed

interest

Cash and
short-term
securities

Alternative
 - defensive
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IOOF MultiSeries 70

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 1.25 1.29 10.11 11.88 9.67 7.44 6.49

Growth 0.64 3.72 -2.72 -6.00 -2.06 3.10 0.62

Total 1.89 5.01 7.39 5.88 7.61 10.54 7.12

Changes to portfolio

The hedging on developed international shares was increased 
from 20% to 35% on 22 November 2016 versus the strategic 
benchmark of 50%.

Contributors and Detractors

Contributors to performance

• The fixed interest portfolio performed particularly well, 
with Brandywine outperforming and the short duration 
strategies of Henderson and Metrics performing well in an 
environment of rising yields.

• The direct property portfolio performed strongly.

• Lower hedging compared to the strategic benchmark.

Detractors from performance

• The Australian shares portfolio underperformed its 
benchmark.

• The international shares portfolio also underperformed its 
benchmark.

Actual versus target allocation

IOOF MultiSeries 90

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution na na na na na na na

Growth na na na na na na na

Total na na na na na na na

Changes to portfolio

The hedging on developed international shares was increased 
from 20% to 35% on 22 November 2016 versus the strategic 
benchmark of 50%.

Contributors and Detractors

Contributors to performance

• The fixed interest portfolio performed particularly well, 
with Brandywine outperforming and the short duration 
strategies of Henderson and Metrics performing well in an 
environment of rising yields.

• The direct property portfolio performed strongly.

• Lower hedging compared to the strategic benchmark.

Detractors from performance

• The Australian shares portfolio underperformed its 
benchmark.

• The international shares portfolio also underperformed its 
benchmark.

Actual versus target allocation

Actual allocation Target allocation
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IOOF MultiMix 
Summary

Full details of the investment strategy, objectives and underlying managers for each Trust is provided in  
the trust profile which can be download from www.ioof.com.au/investment-central

Trust APIR code Risk/return 
profile

Total fee as at 
30 June 2016 
% pa1

Excluding 
performance fee as 
at 30 June 2016  
% pa

Growth/Defensive

MultiMix single sector
IOOF MultiMix Cash 
Enhanced

IOF0091AU Low  0.35  0.35 

Defensive 100%
Growth 0%

IOOF MultiMix 
Diversified Fixed 
Interest

IOF0096AU Low/Medium  0.40  0.49 

Defensive 100%
Growth 0%

IOOF MultiMix 
Australian Shares

IOF0092AU High  1.47  0.80 

Defensive 0%
Growth 100%

IOOF MultiMix 
International 
Shares

IOF0098AU High  0.86  0.90 

Defensive 0%
Growth 100%

MultiMix diversified
IOOF MultiMix 
Capital Stable

IOF0094AU Low  0.47  0.51 

Defensive 85%
Growth 15%

IOOF MultiMix 
Conservative

IOF0095AU Low/Medium  0.70  0.73 

Defensive 70%
Growth 30%

IOOF MultiMix 
Moderate

UFM0051AU Medium  0.85  0.80 

Defensive 45%
Growth 55%

IOOF MultiMix 
Balanced Growth

IOF0093AU Medium/High  1.06  0.91 

Defensive 28%
Growth 72%

IOOF MultiMix 
Growth

IOF0097AU High  1.17  0.96 

Defensive 10%
Growth 90%

Cash Management and Balanced Investor
IOOF Cash 
Management  
(Class A)

PIM0002AU Low 0.30 0.30

Defensive 100%
Growth 0%

IOOF Balanced 
Investor

IOF0232AU Medium/High  0.50  0.50 

Defensive 30%
Growth 70%



9

IOOF Investments Snapshot | 31 December 2016

Underlying investment managers
Over the last quarter the following changes were made to our underlying investment manager line-up. 

New inclusion in the trusts: Acorn Capital (Australian shares)

Removal from the trusts: MST (Australian shares Boutique Manager Portfolio)

Manager Style
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Henderson Global Investors (Australia) 
Institutional Funds Management Limited

Enhanced cash

Ca
sh

 a
nd

 sh
or

t-t
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m
 

se
cu
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s

IOOF Investment Management Limited Short-term money market 
securities

Henderson Global Investors (Australia) 
Institutional Funds Management Limited

Fundamental active

D
iv

er
si

fie
d 

fix
ed

 in
te

re
st

IOOF Investment Management Limited Income focus
Metrics Credit Partners Pty Limited Australian corporate loans
BlueBay Asset Management LLP Emerging market debt
Brandywine Global Investment  
Management, LLC

Top down value driven

Macquarie Investment Management Limited Active short duration credit
PIMCO Australia Pty Ltd Core plus, multi-strategy
Legg Mason Western Asset Management 
Company

Global total return

Western Asset Management Company US bank loans
Fidante Partners Limited Broad cap core

Pr
op

er
ty

IOOF Investment Management Limited Core
Legg Mason Martin Currie Australia Limited Small cap
BT Investment Management (RE) Limited Active, value-driven, risk controlled
Cohen & Steers Capital Management, Inc. Core, bottom-up
Resolution Capital Limited High conviction,  

benchmark-unaware
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Sh
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 T
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AllianceBernstein Investment Management 
Australia Limited

Managed volatility

A
us
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es

Acorn Capital Limited Micro-caps
Vinva Investment Management Limited Quantitative
Henderson Global Investors (Australia) 
Institutional Funds Management Limited

Bottom-up, growth

Legg Mason Martin Currie Australia Limited Dynamic value
OC Funds Management Limited Small cap

DNR Capital Growth/quality
Boutique Manager Portfolio Diversified Australian shares
Defensive Equities Trust Defensive equities
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ru
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EAM Global Investors LLC Emerging markets small caps

In
te

rn
at

io
na

l S
ha
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sState Street Global Advisors, Australia, 

Limited
Managed volatility

Wellington International Management 
Company Pte Ltd

Growth

Antipodes Partners Pragmatic value, absolute return
LSV Asset Management Quantitative value
TT International Growth at reasonable price and 

concentrated quality

We have a large number of underlying managers for our exposure to alternative assets. 
These managers are not listed separately due to the size of the list and the fact that the 
allocation to each manager is small.

A
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IOOF MultiMix single sector trusts
IOOF MultiMix Australian Shares

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 0.88 0.94 3.65 3.31 3.21 3.24 3.47

Growth 0.41 7.54 4.18 4.09 3.09 8.31 2.42

Total 1.29 8.48 7.83 7.40 6.30 11.55 5.89

Benchmark 4.93 10.43 11.79 7.19 6.56 11.63 6.68

Changes to portfolio 

The Trust appointed specialist microcap manager Acorn, $50 
million was committed to BioScience Managers Biomedical 
Translation Fund which gains benefits from a Federal 
Government innovation support program, and the OC 
mandate was extended to allow investment in microcap 
stocks.

Contributors and Detractors

Contributors to performance

• Value-focused manager Martin Currie Dynamic Value 
gained 6.8% over the quarter.

• Boutique manager Ralton gained 6.0% as their preference 
for companies offering good value paid off.

• Vinva, the Trust’s largest manager, outperformed, delivering 
a return of 4.7%. 

Detractors from performance

• Small and mid-sized companies generally suffered over the 
quarter as investors favoured large banks.

• The Trust’s specialist mid and small cap managers OC and 
Selector suffered negative returns. 

• AllianceBernstein was flat as low volatility stocks struggled 
with the rise in long term interest rates.

Investment manager allocation3

IOOF MultiMix International Shares

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 0.11 0.11 19.74 11.57 8.29 5.54 4.41

Growth 4.90 8.62 -10.89 -1.51 2.96 11.50 5.99

Total 5.01 8.73 8.84 10.07 11.24 17.04 10.40

Benchmark 6.95 9.52 8.29 9.15 10.77 17.37 10.86

Changes to portfolio 

There were no changes over the quarter.

Contributors and Detractors

Contributors to performance

• LSV was the best performing manager as the value factor 
came into favour.

• TT Emerging markets, Antipodes Asian equities and 
Antipodes Global outperformed their respective 
benchmarks.

Detractors from performance

• Emerging markets underperformed developed markets.

• Wellington and TT International’s global concentrated 
strategy both underperformed their benchmarks.

Investment manager allocation3

AllianceBernstein Investment Management 
Australia Limited 4.16%

Acorn Capital Limited 0.62%

Legg Mason Martin Currie 
Australia Limited 14.94%

Boutique Manager 
Portfolio 15.74%

Henderson Global 
Investors (Australia)
 Institutional Funds 

Management Limited 13.97%

IOOF Investment 
Management Limited 7.04%

DNR Capital 12.71%

OC Funds 
Management 
Limited 12.31%

Vinva Investment 
Management 
Limited 18.51%

LSV Asset Management 14.04%

State Street Global 
Advisors, Australia, 

Limited 18.20%

TT International 23.45%

IOOF Investment 
Management Limited 1.24%

Antipodes 
Partners 19.16%

EAM Global 
Investors LLC 5.05%

Wellington International 
Management 
Company Pte Ltd 18.85%
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IOOF MultiMix Diversified Fixed Interest

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 0.68 1.20 9.40 6.93 6.56 6.39 7.68

Growth -1.88 -0.69 -4.19 -3.73 -1.63 -0.76 -1.18

Total -1.19 0.51 5.21 3.20 4.93 5.63 6.50

Benchmark -2.52 -1.66 4.08 3.52 5.66 5.54 6.60

Changes to portfolio 

In order to provide capital preservation for our investors from 
the risk of rising yields, the Trust maintained an underweight 
duration by being invested in short duration credit and 
cash portfolios and an overweight in high investment grade 
corporate credit by our domestic and international managers.

Contributors and Detractors

Contributors to performance

• Sector and security selection in high investment-grade 
credit by our domestic and international managers.

• The Trust’s short duration position as bond yields rose was 
the primary contributor for this quarter’s performance.

Detractors from performance

• The Trust’s slight overweight in emerging markets was a 
detractor to performance.

Investment manager allocation3

IOOF MultiMix Cash Enhanced

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 0.43 0.53 2.81 2.82 2.86 3.64 4.16

Growth 0.04 0.67 -0.43 -0.34 -0.16 -0.04 0.04

Total 0.47 1.20 2.39 2.47 2.70 3.61 4.20

Benchmark 0.44 0.92 2.06 2.19 2.36 2.78 3.36

Changes to portfolio 

As a result of the bond yield sell off during the quarter, 
Henderson has added duration to the portfolio, reflecting a 
higher degree of comfort with current valuations. 

Contributors and Detractors

Contributors to performance

• Allocation to Term Deposits, NCDs and cash notice 
accounts has contributed to the performance over the 
quarter.

• Overweight to high quality corporate floating rate debt and 
prime AAA rated Residential Mortgage Backed Securities 
added value.

Detractors from performance

• There were no significant detractors from performance.

Investment manager allocation3

Henderson Global Investors (Australia) 
Institutional Funds Management 
Limited (Enhanced Cash) 9.37%

Brandywine Global Investment
 Management, LLC 18.77%

Henderson Global 
Investors (Australia)
 Institutional Funds

 Management 
Limited 28.26%

PIMCO Australia 
Pty Ltd 24.28%

IOOF Investment Management Limited (Cash) 1.34%

Macquarie Investment 
Management 
Limited 0.45%

IOOF Investment 
Management 
Limited 0.73%

Metrics Credit Partners 
Pty Limited 2.63%

Western Asset 
Management 
Company 5.49%

Legg Mason Western Asset 
Management Company 5.81%

BlueBay Asset Management LLP 2.87%

Henderson Global 
Investors (Australia)
 Institutional Funds 

Management 
Limited 
60.81%

IOOF Investment 
Management 
Limited 39.19%
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IOOF Trust
IOOF Cash Management

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Total 0.48 1.05 2.23 2.33 2.52 2.99 3.51

Benchmark 0.44 0.92 2.06 2.19 2.36 2.78 3.36

Changes to portfolio 

The IOOF Cash Management Trust has a significant allocation 
to cash notice accounts and TDs, which offers a significant 
yield premium compared to bank bills without compromising 
the overall liquidity. 

Contributors and Detractors

Contributors to performance

• Allocation to Term Deposits, NCDs and Cash notice 
accounts has contributed to the performance over the 
quarter, albeit these rates have significantly come down.

Detractors from performance

• There were no significant detractors from performance.

Allocation by Standards & Poors ratings3

TOTAL "A-1+" 54.2%

TOTAL "A-1" 17.4%

TOTAL "A-2" 28.4%

A-3 or below 0.0%
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MultiMix wholesale single sector trusts
Property 

Property – Australian

Changes to portfolio 

The sector was trading above net asset value and we positioned  
the portfolio to take advantage of market volatility, successfully  
outperforming the benchmark in the six months to 31 December.

Contributors to performance 

• Overweight position in Stockland.

• Underweight position in Vicinity Centres.

• Allocation to Lend Lease.

Detractors from performance 

• Underweight position in Goodman Group.

• Allocation to residential developer Peet.

• Allocation to Scentre Group.

Property – International 

Changes to portfolio 

Stock selection ultimately determined the performance outcome  
rather than country allocation during the quarter. Pleasingly all  
three of our managers outperformed the benchmark this quarter.

Contributors to performance 

• Underweight US healthcare.

• Hotels and technology.

• Overweight Australian allocations.

Detractors from performance 

• Allocation to US apartments.

• Allocations to underperforming European stocks.

• Allocations to underperforming Hong Kong and Singapore stocks.

Property – Direct 

Changes to portfolio 

The Trust has sold a commercial asset in North Ryde for $39m  
crystallising a substantial capital gain since its purchase in 2001.  
In addition, a brand new commercial asset was purchased in  
metropolitan Melbourne for $21.75m.

Contributors to performance 

• Strong commercial office rental growth.

• Yield compression to valuations.

Detractors from performance 

• Vacancy in Parramatta.

• Capital expenditure commitments.

Investment manager allocation3

Fidante Partners 
Limited 62.94%

IOOF Investment 
Management Limited 0.35%

Legg Mason 
Martin Currie 
Australia Limited 
36.70%

Investment manager allocation3

BT Investment Management 
(RE) Limited 19.92%

Cohen & Steers Capital 
Management, Inc. 26.76%

IOOF Investment 
Management Limited 0.68%

Resolution Capital 
Limited 52.65%

Allocation by property type3

Industrial 26.01%Commercial 73.99%
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AllianceBernstein 
Investment Management 

Australia Limited 
 40.07%

Cash at Bank 0.78%

State Street Global 
Advisors, Australia, 
Limited 
32.25%

Plato Investment 
Management 
Limited 26.90%

Private equity 43%

Cash and short-term securities 4%

Discretionary 
hedge 51%

Special situations 2%

MultiMix wholesale single sector trusts
Alternatives and Defensive equities

Alternative – Growth 

Changes to portfolio 

During the quarter the allocation to hedge funds was reduced with  
private equity and cash increased.

Contributors to performance 

• The decline in the $A was positive for the offshore managers.

• Private equity managers with energy exposure were above  
benchmark. Other offshore private equity managers were  
slightly below benchmark.

Detractors from performance 

• Hedge funds and cash significantly underperformed the benchmark.

• Domestic private equity managers failed to meet the benchmark.

Alternative – Defensive 

Changes to portfolio 

Allocations to hedge funds have been reduced and held in cash  
pending reinvestment.

Contributors to performance 

• The benchmark performance was negative.

• Nearly all managers outperformed the benchmark. In absolute  
terms private debt managers did very well.

• Infrastructure managers were solid.

Detractors from performance 

• Nil.

Defensive equities

Changes to portfolio

There were no changes over the quarter.

Contributors to performance 

• Equity markets materially outperformed bond markets which fell  
2.5% over the quarter.

• The defensive low volatility equity exposure outperformed the  
weak bond markets. 

• The income focused manager, Plato, outperformed both equity  
and bond benchmarks.

Detractors from performance 

• Defensive low volatility stocks trailed the equity market as interest rotated to more 
cyclical sectors and companies that benefit from rising interest rates.

• The two managed volatility focused mandates both underperformed the equity 
market.

Investment manager allocation3

Investment manager allocation3

Infrastructure 19%

Subordinated debt 39%

Cash and short-term 
securities 29%

Credit opportunities 
(hedge fund) 13%

Discretionary hedge 0%

Investment manager allocation3
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IOOF MultiMix diversified trusts
IOOF MultiMix Capital Stable

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 1.00 1.02 6.18 5.33 5.70 5.62 6.25

Growth -0.98 0.95 -0.49 -1.31 -0.77 0.42 -0.20

Total 0.02 1.97 5.69 4.02 4.93 6.04 6.05

Changes to portfolio 

Duration exposure within the enhanced cash and diversified 
fixed interest holdings was increased, reflecting a higher 
degree of comfort with current valuations.

Contributors to performance

• The diversified fixed interest portfolio outperformed its 
benchmark by a significant margin, due to most managers 
outperforming their underlying benchmarks and due to 
the portfolio’s short duration position as bond yields rose 
significantly over the quarter.

• An overweight to defensive equities also added value.

• The Income Trust also performed well versus its cash 
benchmark.

Detractors from performance

• The defensive equities portfolio underperformed its 
equities benchmark.

IOOF MultiMix Conservative

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 1.15 1.17 6.73 8.18 7.49 6.51 6.70

Growth -0.08 1.96 -0.71 -3.30 -1.71 0.90 -0.09

Total 1.06 3.13 6.02 4.88 5.78 7.41 6.61

Changes to portfolio 

Duration exposure within the enhanced cash and diversified 
fixed interest holdings was increased, reflecting a higher 
degree of comfort with current valuations. Hedge fund 
exposure was reduced.

Contributors to performance

• The alternative defensive portfolio did particularly well 
versus its fixed interest benchmark.

• The diversified fixed interest portfolio outperformed its 
benchmark by a significant margin.

• An underweight to fixed interest added value as fixed 
interest was the worst performing asset class.

Detractors from performance

• The defensive equities portfolio underperformed its 
equities benchmark.

• A slight underweight to international equities also 
detracted from performance as it was the best performing 
asset class.

Actual versus target allocation Actual versus target allocation

Actual allocation Target allocation

Alternative - 
defensive

International
shares

Australian 
shares

Property Cash and
short-term
securities

Diversi�ed 
�xed 

interest
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10

20

30

40

50

60

Defensive Actual allocation Target allocation

Alternative International 
shares

Australian 
shares

Property Diversi�ed
�xed

interest

Cash and
short-term
securities

0

10

20
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40

50

Defensive
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IOOF MultiMix diversified trusts
IOOF MultiMix Moderate

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 1.07 1.10 9.28 6.88 5.79 5.30 5.42

Growth 0.60 3.28 -2.83 -1.03 0.97 3.75 1.44

Total 1.67 4.38 6.45 5.85 6.76 9.05 6.86

Changes to portfolio 

Microcap exposure has been added to Australian shares, and 
an investment has been committed to a Biomedical fund. 
Hedge fund exposure has been reduced. Duration exposure 
within the enhanced cash and diversified fixed interest 

holdings was increased.

Contributors to performance

• The alternative defensive portfolio did particularly well 
versus its fixed interest benchmark.

• The diversified fixed interest portfolio outperformed its 
benchmark by a significant margin.

• An underweight to fixed interest added value as fixed 
interest was the worst performing asset class.

Detractors from performance

• The defensive equities portfolio underperformed its 
equities benchmark.

• The alternative growth portfolio underperformed its 
equities benchmark.

• Both Australian equities and international equities portfolios 
underperformed their benchmarks.

IOOF MultiMix Balanced Growth

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 0.81 0.84 10.99 10.97 8.49 6.59 6.25

Growth 1.53 4.96 -4.00 -3.91 -0.68 4.75 1.53

Total 2.34 5.79 6.99 7.06 7.81 11.34 7.78

Changes to portfolio 

Microcap exposure has been added to Australian shares, and 
an investment has been committed to a Biomedical fund. 
Hedge fund exposure has been reduced. Duration exposure 
within the enhanced cash and diversified fixed interest 

holdings was increased.

Contributors to performance

• A zero hedge on international equities added value as 
unhedged international shares outperformed hedged.

• The diversified fixed interest portfolio outperformed its 
benchmark by a significant margin.

• The alternative defensive portfolio did particularly well 
versus its fixed interest benchmark.

Detractors from performance

• The Australian equities portfolio underperformed its 
benchmark.

• The alternative growth portfolio underperformed its 
equities benchmark.

• The international equities portfolios underperformed its 
benchmark.

Actual versus target allocation Actual versus target allocation

Actual allocation Target allocation

Alternative - 
growth

International 
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Australian 
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Property Diversi�ed
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IOOF MultiMix Growth

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 0.64 0.67 14.89 11.79 8.82 6.63 6.01

Growth 2.16 6.28 -7.21 -3.55 -0.17 6.22 2.21

Total 2.80 6.95 7.68 8.24 8.66 12.85 8.22

Changes to portfolio 

Microcap exposure has been added to Australian shares 
through Acorn and OC, and an investment has been 
committed to a Biomedical fund. Hedge fund exposure has 
been reduced.

Contributors to performance

• A zero hedge on international equities added value as 
unhedged international shares outperformed hedged.

• An underweight to fixed interest added value as fixed 
interest was the worst performing asset class.

• The direct property, diversified fixed interest and 
international listed property portfolios also performed well 
versus their benchmarks.

Detractors from performance

• The Australian equities portfolio underperformed its 
benchmark.

• The international equities portfolios underperformed its 
benchmark.

• The alternative growth portfolio underperformed its 
equities benchmark.

MySuper fund
IOOF Balanced Investor

Performance2

3 
mths 

%

6 
mths 

%

1  
year 

%

2  
year 

% 
pa

3  
year 

% 
pa

5  
year 

% 
pa

7  
year 

% 
pa

Distribution 1.20 1.24 3.72 4.27 3.79 na na

Growth 0.75 3.92 4.77 2.66 4.79 na na

Total 1.95 5.16 8.49 6.93 8.59 na na

Benchmark 2.43 5.32 8.28 6.84 8.06 na na

Changes to portfolio 

The hedging on developed international shares was increased 
from 20% to 35% on 22 November 2016 versus the strategic 
benchmark of 50%.

Contributors to performance

• The fixed interest portfolio performed particularly well, 
with Brandywine outperforming and the short duration 
strategies of Henderson and Metrics performing well in an 
environment of rising yields.

• The direct property portfolio performed strongly.

• Lower hedging compared to the strategic benchmark.

Detractors from performance

• The Australian shares portfolio underperformed its 
benchmark.

• The international shares portfolio also underperformed its 
benchmark.

• A slight overweight to Australian listed property also 
detracted.

Actual versus target allocation Actual versus target allocation
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Notes to the Snapshot

1.  The total management costs are subject to change from time to time and may vary slightly from the estimated management costs (as detailed in the current PDS or any SPDS 
(if applicable)) depending on changes to the composition of the Trust’s underlying assets, changes in exposure to underlying investment managers and where any unusual or 
non-recurrent expenses are incurred. The total management cost listed includes any performance fees that may be charged by underlying investment managers. Please refer 
to the current PDS or SPDS for full details on fees and costs. Please refer to IOOF MultiMix, IOOF Balanced Investor Trust, IOOF MultiSeries PDS and the IOOF Cash Management 
Trust PDS for full details on fees and costs.

2.  Performance is net of management costs and expenses. Performance is based on exit price to exit price for the period and assumes that all distributions are reinvested. 
Management costs and other expenses are accounted for in the exit price. Past performance is not a reliable indicator of future performance. 

 Full details of the benchmarks used are provided in IOOF MultiMix, IOOF Balanced Investor Trust, IOOF MultiSeries PDS and IOOF Cash Management Trust PDS.

3 Allocations may not sum to 100% due to rounding.

Important Note 

Issued by IOOF Investment Management Limited (IIML) ABN 53 006 695 021, AFS Licence No. 230524, as Responsible Entity for IOOF MultiMix, IOOF Balanced Investor Trust, 
IOOF MultiSeries and the IOOF Cash Management Trust. IIML is a company within the IOOF group of companies which consists of IOOF Holdings Ltd ABN 49 100 103 722 
and its related bodies corporate. IIML’s contact details can be found on www.ioof.com.au. This is general advice only and does not take into account your financial 
circumstances, needs and objectives. Before making any decision based on this document, you should assess your own circumstances or seek advice from a financial 
adviser. You should obtain and consider a copy of the Product Disclosure Statement available from us or your financial adviser, before you acquire a financial product.  
Past performance is not a reliable indicator of future performance. Information has been prepared in good faith and with reasonable care, with information believed to be 
accurate and reliable at the time of publication. However, IIML and their respective officers, employees, agents and associated entities disclaim and exclude all liability for 
any loss or damage suffered by any person acting on any information provided in, or omitted from this document. This document has been based on information believed 
to be accurate and reliable at the time of publication. W
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