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IOOF MultiMix portfolio construction
The portfolio managers at IOOF follow a rigorous process to construct MultiMix portfolios which  
are true-to-label and therefore properly positioned to meet the needs of clients across a range of risk 
profiles. There are two separate, but equally important, elements of the process – asset allocation  
and manager selection. 

Asset allocation process
Setting asset allocation is a blend of art and science. 
Qualitative judgement is needed but our strategic decisions 
are supported by quantitative analysis to inject a level  
of rigour and consistency.

The core of our strategic asset allocation is always  
built around the mainstream listed asset classes. We then  
go through a systematic process to investigate whether  
or not the introduction of alternative asset classes has any 
potential benefits.

Two stage asset allocation process

Stage 1

The first stage involves building an optimal exposure  
to the broad market asset classes whose performance can  
be forecast with the greatest confidence – cash, bonds, listed 
property and shares.

Stage 2

The second stage focuses on making performance-enhancing 
adjustments to the fund’s stage one asset mix. For example, the 
portfolio management team will investigate the potential for:

• over or under-weighting various sub-components of 
broadly defined asset classes (such as small caps within 
Australian shares)

• the addition of illiquid asset classes (such as private shares)

• the addition of uncorrelated asset classes (such as commodities) 

• exposure to alternative investments (such as hedge funds).

We stress test our strategic asset allocation to see how it would 
perform under different investment and economic conditions 
to ensure it's appropriate and to minimise risk.

Manager selection process
Manager selection builds on strategic asset allocation  
to create a portfolio that aims to deliver the right risk/return 
outcomes for investors. 

Initial filters

An initial filter is used to narrow the field of managers  
to a manageable number who are then assessed more 
thoroughly. Managers are filtered according to:

• asset class 

• type of strategy being sought

• independent manager ratings from external consultants

• manager capacity

• fees

• consistency of track record.

Manager research and analysis

Manager evaluation and selection is the responsibility  
of our portfolio managers and is both disciplined and 
transparent. The process involves intensive research  
combined with rigorous due diligence, risk management 
and monitoring procedures. We begin with a comprehensive 
review of documentation from both the manager and  
external ratings organisations. 

This is followed by detailed analysis of the organisation,  
its people, process and performance. We also get a view from 
our asset consultant – Russell Investments.

The portfolio manager then prepares an extensive and  
detailed manager recommendation which is subject to full  
peer review, analysis and discussion. The recommendation  
is then finalised and the manager is proposed to the Investment 
Management Committee for approval.
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Full details of the investment strategy, objectives and underlying managers for each Trust is provided  
in the fund profile which can be downloaded from www.ioof.com.au.

Trust APIR code Risk/return 
profile

Management 
cost1 (%pa)

Growth/Defensive

MultiMix single sector

IOOF MultiMix Cash Enhanced Trust IOF0091AU Low 0.35

Defensive 100%
Growth 0%

IOOF MultiMix Diversified Fixed Interest Trust IOF0096AU Low/Medium 0.49

Defensive 100%
Growth 0%

IOOF MultiMix Australian Shares Trust IOF0092AU High 0.80

Defensive 0%
Growth 100%

IOOF MultiMix International Shares Trust IOF0098AU High 0.90

Defensive 0%
Growth 100%

MultiMix diversified

IOOF MultiMix Capital Stable Trust IOF0094AU Low 0.51

Defensive 85%
Growth 15%

IOOF MultiMix Conservative Trust IOF0095AU Low/Medium 0.73

Defensive 70%
Growth 30%

IOOF MultiMix Moderate Trust UFM0051AU Medium 0.79

Defensive 45%
Growth 55%

IOOF MultiMix Balanced Growth Trust IOF0093AU Medium/High 0.90

Defensive 28%
Growth 72%

IOOF MultiMix Growth Trust IOF0097AU High 0.95

Defensive 10%
Growth 90%

Multi Series Balanced and Cash Management Trust

IOOF Multi Series Balanced Trust IOF0090AU Medium/High 0.55

Defensive 30%
Growth 70%

IOOF Cash Management Trust AUX0021AU Low 0.30

Defensive 100%
Growth 0%

See footnotes on page 22.
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Market overview and single asset class  
trust performance
Australian shares

Market overview 

The Australian share market maintained its upward trend gaining 
3.37% over the December quarter. Low cash rates, a weakening 
Australian dollar and a relatively healthy global economic 
environment all continued to drive the Australian share market over 
the quarter. News flows over the quarter suggest that these positive 
factors will remain in place for some time to come.

The big focus of investors over the quarter was the US Federal 
Reserve’s (Fed) plan to wind back its aggressive bond buying 
program referred to as “tapering”. Share markets have benefited 
from the additional liquidity (cash) the Fed has been pumping into 
markets. Many investors have worried that tapering would spell the 
end of the share market rally. Late in December the Fed announced 
a mild tapering of its bond purchases. Pleasingly share markets took 
this news in their stride, and, in the short term at least, have pushed 
higher despite the reduction in liquidity.

The Australian market lagged global markets as a string of negative 
corporate headlines and profit warnings dampened otherwise 
positive sentiment. Global share markets gained 12.42% over the 
quarter far outstripping Australian shares which lifted 3.37%. In 
part this lag was due to investor worries about Australia’s shift 
from mining capex-driven growth back to traditional service and 
manufacture industries, and what this may mean for the economy 
and corporate earnings. The Australian dollar continued its decline 
from US $0.94 to US $0.89 which helped earnings of many of these 
non-mining industries, but as the Reserve Bank of Australia (RBA) 
suggests, further declines in the dollar from these levels are needed 
to drive Australia’s competitiveness.

Our portfolio 

The IOOF MultiMix Australian Shares Trust was slightly below 
benchmark over the quarter returning 3.14% after costs versus  
the gross benchmark return of 3.37%.

The Trust’s managers generally performed well over the quarter 
but this good performance was in part offset by lower returns from 
investment in small companies. A number of smaller companies 
exposed to domestic activity announced profit downgrades which 
weighed on sentiment, most notably amongst these was Wotif. 
Despite being a drag on performance this quarter, our specialist 
small companies managers have performed well over 2013, most 
notably OC Funds who returned 28.0% for the year. We expect small 
company managers will continue to deliver solid outperformance  
in the current benign market conditions.

Our best performing manager for the quarter was AllianceBernstein 
who returned 5.3%. The Bernstein portfolio benefited from holdings 
in cyclical names such as Fairfax and Arrium which enjoyed strong 
gains over the quarter gaining 19.6% and 43.4% respectively. The 
strong performance of AllianceBernstein continues what has been  
a rebound year for managers investing with a bias to “value” stocks.

The Trust’s largest manager Vinva also had a strong quarter, 
returning 4.8%. Vinva’s stock selection process, based on systematic 
quantitative signals, tends to perform well in most market conditions. 
Short positions in stocks such as QBE and Whitehaven Coal, which 
suffered share price declines following poor profit announcements, 
were key contributors to Vinva’s outperformance.

Newly appointed manager Dalton Nicol Reid (DNR) delivered a 
strong first quarter for the Trust gaining 4.7% over the quarter. DNR’s 
focus on high quality stocks held the portfolio in good stead with 
holdings in Brambles and Henderson key drivers of performance.

Contributors and detractors

Contributors to performance:

• Continuing outperformance of value managers.

• The Trust’s largest manager, Vinva, delivered strong results.

Detractors from performance:

• Underperformance of small companies. 

Performance

3 mths % 6 mths % 1 year % 2 year % pa 3 year % pa 5 year % pa

Distribution 1.51 1.70 2.91 3.28 3.30 3.84

Growth 1.63 14.62 18.01 16.64 4.46 7.73

Total 3.14 16.33 20.92 19.93 7.76 11.57

Benchmark 3.37 13.99 19.68 19.68 8.45 12.33
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International shares

Market overview

Global share markets continued their upward ascent in the 
fourth quarter, wrapping up a very good year for shares. In 
Australian dollar terms the MSCI AC World ex Australia Index 
returned 12.42% for the quarter and 9.29% in hedged terms. 
For the calendar year the index returned 43.24% in Australian 
dollar terms.

Investors seemed to shrug off the October US government 
shutdown as well as the Fed's December announcement  
of a $10 billion/month reduction in its bond purchases. 
Unemployment in the US crept down to 7%, well below the 
10% level reached late in 2009 but still significantly above  
long-term averages. Expectations for slow growth remain 
within the developed markets and while the emerging 
economies of the world continue to grow at a faster pace, 
investors clearly have preferred the perceived safety of the 
developed markets. As a result the MSCI Emerging Markets 
Index was up only 6.43% in Australian dollar terms during the 
quarter and has significantly lagged over the year with a return 
of 13.03% in Australian dollar terms.

Outside the US, markets continued along the path to recovery, 
albeit at differing rates. Europe continues to grind forward 
in its economic recovery, with some countries like the UK 
and Germany ahead of others such as France. Hope springs 
eternal in Japan, as Prime Minister Abe’s policies begin to be 
implemented in an attempt to jumpstart the economy and 
stop the cycle of deflation with a focus on rising wages.

Over the quarter, the Australian dollar depreciated from  
US $0.94 to US $0.89 providing a boost to offshore unhedged 
investment returns.

Our portfolio 

The trust returned 11.78% over the quarter, underperforming its 
benchmark by 0.64%. The main contributors to performance were 
Perennial, State Street, LSV and Wellington, while the detractors 
were BlackRock and the currency overlay manager, Pareto. 

The State Street Global Index Plus portfolio outperformed as 
all themes within the stock selection process delivered positive 
results. Value was amongst the strongest performers and 
sentiment themes associated with price momentum and short 
interest also proved effective. The Risk Aversion Index triggered 
a tilt towards riskier stocks in the early part of the quarter, which 
benefited the portfolio over the period, while the tilt away from 
quality oriented themes and towards sentiment in Europe and 
Pacific ex-Japan, as suggested by the economic cycle factor 
weighting, also proved helpful.

The Wellington portfolio outperformed, with Sands China 
the top contributing stock in the fourth quarter as Macau 
gaming revenues continue to exceed expectations, and Sands 
has the largest mass market exposure and hotel capacity of 
the operators. Other winners in the fourth quarter included 
T-Mobile, which has shown very strong subscriber growth on 
the back of creative pricing plans and the benefit of having 
Apple iPhones and iPads available in the product line-up.

BlackRock underperformed as a result of exposures in 
telecommunications and utilities. Within telecom, Taiwan 
Mobile suffered along with emerging markets in general as 
investors continue to evaluate telecommunications companies 
given changes in the underlying businesses. Within industrials, 
UPS was a top performer after the company reported good 
operating results and additional shareholder-friendly activity.

Both TT International and the Neuberger Berman emerging 
markets portfolio outperformed due to positive security 
selection. In emerging Asia, moving overweight China boosted 
performance as did holding brokerage company, China Galaxy 
Securities (financials), which benefited from hopes that the 
Chinese retail market would start rebuying A-shares. 

Contributors and detractors

Contributors to performance:

• The two emerging markets managers, TT International 
and Neuberger Berman, outperformed the emerging 
markets index.

• Perennial, State Street, LSV and Wellington.

Detractors from performance:

• State Street Minimum Variance portfolio, BlackRock and 
the currency overlay manager Pareto underperformed.

• A slight overweight to emerging markets contributed 
negatively as emerging markets underperformed 

developed markets. 

Performance

 3 mths % 6 mths % 1 year % 2 year % pa 3 year % pa 5 year % pa

Distribution 0.00 0.00 1.24 0.65 1.43 1.74

Growth 11.78 17.79 41.12 25.66 12.40 6.28

Total 11.78 17.79 42.37 26.31 13.84 8.01

Benchmark 12.42 18.62 43.24 28.01 15.62 8.59 



6

IOOF Investments | Quarterly report (to 31 December 2013)

Fixed interest

Market overview

Australian bonds returned 0.37% over the quarter as measured 
by the UBSA Composite Bond Index. International bonds 
returned 0.80% as measured by the Barclays Capital Global 
Aggregate Bond Index ($A hedged) during the quarter. 

Global markets generally traded better over the final quarter 
of 2013, however there was some volatility around US fiscal 
and monetary developments, particularly the US government 
shutdown and associated debt ceiling decisions early in the 
quarter and the Fed's announcement on 18 December that it 
would ‘taper’ quantitative easing (QE) by reducing its longer 
term security purchases by US$10 billion a month (from 
US$85 billion to US$75 billion). Overall, the trend of gradually 
improving data in developed markets continued to boost 
investor confidence due to certainty on the Fed’s monetary 
policy as well as positive economic data for both Australia  
and the US.

Domestically, the RBA left monetary policy unchanged 
over the quarter but suggested the option of further easing 
as inflation remained within the target and growth of the 
Australian economy is below trend. The RBA continued to 
express their preference for further falls in the AUD rate to 
achieve balanced growth in the economy. The labour market 
remains soft with an unemployment rate of 5.8% and the 
participation rate falling noticeably.

Our portfolio 

The IOOF MultiMix Diversified Fixed Interest Trust 
outperformed its benchmark by 0.22%, returning 0.81% for 
the quarter. The December quarter was very positive for bond 
markets mainly driven by investors’ confidence.

In the domestic market, PIMCO outperformed as a result 
of an overweight position to the intermediate part of the 
curve and an underweight position to the long end of the 
yield curve. They continue to own high quality Australian 
residential mortgage backed securities. Perennial Investment 
Partners outperformed due to interest rate management, 
sector allocation and security selection. Perennial maintained 
a higher level of core duration as the risks of negative returns 
had also reduced greatly. It’s previous overweight in corporate 
debt and semi-governments bonds have reduced to lock in 
some capital gains and become a little more conservative in 
their strategy.

Within international bonds, in October a small investment 
in emerging markets through BlueBay Emerging Market 
Select Bond Fund was made. This manager was appointed 
due to its outperformance over various periods and its risk 
controlled investment and portfolio construction process. 
BlueBay outperformed its benchmark due to country and asset 
selection. Loomis Sayles outperformed its benchmark primarily 
due to sector selection and country selection, particularly an 
overweight to the Australian markets. Duration and yield curve 
positioning also contributed to performance, primarily due to 
performance of euro denominated corporate bonds as well 
as US dollar denominated securitised bonds and treasuries. 
PIMCO underperformed its benchmark as a result of its 
overweight to US duration and an underweight to investment 
grade credit, as spreads tightened through the quarter. 
Western Asset Management outperformed its benchmark over 
the quarter, as a result of an overweight to B rated companies 
– the top performing ratings segment. Bank loans have now 
recorded eight consecutive quarters of positive returns.

The Trust maintains an overweight position to cash and short 
term securities, consistent with our view that Australian and US 
Government bond yields are very expensive.

Contributors and detractors

Contributors to performance:

• Australian bonds outperformed over the quarter.

• Our overweight allocation to short duration strategies 
such as Western's US bank loans, IOOF Income Trust 
and Perennial Enhanced Cash Trust performed well.

• Perennial, Western, Loomis and PIMCO Australian 
Bonds outperformed their respective benchmarks.

Detractors from performance:

• PIMCO Global Bonds overweight to US duration and an 
underweight to investment grade credit.

Performance

3 mths % 6 mths % 1 year % 2 year % pa 3 year % pa 5 year % pa

Distribution 0.55 1.43 5.08 6.13 6.89 9.29

Growth 0.26 0.41 -2.16 0.57 0.35 -1.09

Total 0.81 1.85 2.92 6.70 7.23 8.20

Benchmark 0.59 1.83 2.13 5.35 7.19 6.81
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Cash

Market overview

The RBA left the cash rate on hold at 2.5% at its December 
board meeting to continue assessing the effects of monetary 
policy stimulus that had already been put in place over 
previous months, and maintained the option of further easing. 
Subsequent commentary suggests growth of the Australian 
economy has remained below trend. Despite business 
investment rising in the December quarter, other sectors are 
still weak or in recovery phase. Labour market conditions 
had remained soft and the participation rate had declined 
noticeably over the same period. Albeit exchange rates had 
depreciated, the RBA board continued to express preference 
for further falls in the AUD rate to achieve balanced growth  
in the economy. Inflation remained within the target.

Our portfolios

IOOF Cash Management Trust

The IOOF Cash Management Trust outperformed its 
benchmark over the quarter. The IOOF Cash Management 
Trust has a significant allocation to term deposits with CBA and 
Bank of Queensland, which offers a significant yield premium 
compared to bank bills without compromising the overall 
liquidity of the fund. As at 31 December 2013, the weighted 
average yield of the Trust was 3.17% and the weighted average 
duration was 61 days.

IOOF MultiMix Cash Enhanced Trust

The IOOF MultiMix Cash Enhanced Trust outperformed 
its benchmark over the quarter. The underlying managers 
outperformed their benchmarks. Perennial outperformed  
as a result of sector allocation and security selection.  
An overweight to semi-government bonds holdings, 
particularly in longer-dated Queensland government bonds, 
was a fruitful strategy. In December, semi-government 
securities delivered positive returns as spreads narrowed  
due to improving fundamentals and budget statements  
for a number of states. Corporate debt also held its ground 
well and was supported by a contraction in both credit 
margins and bond/swap spreads. 

Contributors and detractors

Contributors from performance:

• Attractive term deposit rates continue to contribute 
positively to performance.

• An overweight to semi-government bonds holdings, 
particularly in longer-dated Queensland government 
bonds contributed to performance.

Detractors from performance:

• There were no significant detractors from performance 
within the portfolio.

Performance:

3 mths % 6 mths % 1 year % 2 year % pa 3 year % pa 5 year % pa

IOOF MultiMix Cash Enhanced Trust

Distribution 0.87 1.33 4.63 4.84 5.15 5.24

Growth 0.03 0.66 -0.60 0.15 -0.01 0.35

Total 0.90 1.99 4.03 4.99 5.14 5.59

Benchmark 0.65 1.35 2.87 3.41 3.94 3.99

IOOF Cash Management Trust

Total 0.72 1.50 3.18 3.70 4.17 4.06

Benchmark 0.65 1.35 2.87 3.41 3.94 3.99
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Australian property

Market overview

The S&P/ASX 300 Property Accumulation Index was down 
-1.42% over the December quarter, underperforming the 
broader market. 

During the quarter there was an acceleration of activity  
in the Australian Real Estate Investment Trust (A-REIT) sector, 
with a continuation of IPOs and capital raisings, along with  
an escalation in corporate activity.

Overall, the A-REIT sector continues to trade at a slight discount 
to Net Asset Value and offers a reasonable yield, moderate 
growth that is sustainable and a Pay-Out Ratio providing an 
adequate buffer.

In a major announcement, Westfield has proposed to merge 
Westfield Retail with Westfield Group’s Australian and New 
Zealand business, leaving Westfield Group with 100% offshore 
exposure. Investors are not comfortable that this will generate 
the best long term results and the stock lost some value.

Dexus Property in conjunction with the Canada Pension Plan 
Investment Board made a concentrated effort to purchase the 
management rights of the Commonwealth Property Office 
fund with aspirations to make Dexus the largest holder of core 
commercial property in Australia. This has generally had a 
positive effect on the commercial office sector.

Data released over the quarter highlight a slowing economy, 
with the slowing mining sector still carrying the economy and 
flat business and consumer confidence. A slight deterioration 
of employment figures was also a key indicator, however an 
improving medium density housing sector was a highlight as 
investors are taking advantage of relatively low interest rates 
and self-managed superannuation opportunities.

The Fed's decision to begin tapering QE in January gives  
our managers greater confidence that improvements in the  
US economy can be maintained. This should have a medium 
term flow-on effect on the Australian economy, however  
a key indicator of where Real Estate Investment Trust (REIT) 
values are headed is how fast and how far interest rates  
rise over time. A rapid and substantial interest rate increase 
would be a negative for REIT values, however this seems  
an unlikely scenario as any interest rate rises are anticipated  
to be moderate and gradual.

The net tangible assets of the sector does continue to offer 
some upside bias, given the market’s general expectations  
of a prolonged relatively low interest rate environment both 
here and abroad. Expectations of modest tightening in the 
Cap Rate is anticipated, based on the transactional evidence  
of 2013, as investors seek a higher, yet relatively safe, return 
from physical asset investments.

Our portfolio 

The MultiMix Wholesale Australian Property Trust 
outperformed in the December 2013 quarter by generating  
a net wholesale return of -0.62% in comparison to the S&P/ASX 
300 A-REIT Accumulation Index benchmark of -1.42%. Both  
of our managers outperformed the index over the quarter.

Our portfolio benefited strongly from underweight  
positions in the Westfield Group which finished the quarter 
lower in relation to other stocks after announcing a proposed 
restructure.

The portfolio also benefited from its exposure to sections  
of the residential property sector which is being supported  
by relatively low interest rates. Our exposure to both Lend 
Lease and Mirvac was of assistance as they have benefited 
from their exposure to the residential market, particularly  
given their medium density exposures to the sector.

The underweight position in Commonwealth Property hurt 
performance as GPT entering the bidding war resulted in 
Dexus increasing its offer for the national office portfolio.

The portfolio is well placed to take advantage of any 
opportunities offered by the accelerated merger and 
acquisition activity which may occur in 2014. Our overweight 
position in diversified funds should find us well placed 
in the event of an extended improvement in sections of 
the residential market as well as any improvement in the 
commercial valuations generated by anticipated contraction  
of property yields.

Contributors and detractors

Contributors to performance:

• Overweight position in the residential property market.

• Overweight positions in Australand, Lend Lease and 
Investa Office Fund.

• Underweight positions in the Westfield Group. 

Detractors from performance:

• There were no significant detractors from performance.
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International property

Market overview

For the quarter, the UBS North America Investors Index 
generated a negative 1.1% return, the European index returned 
a positive return of 5.9% and Asia returned negative 4.8%  
as positive stock performance in Japan was largely offset  
by negative results in Singapore and Hong Kong.

The Fed's decision to begin tapering QE in January gives  
our managers greater confidence that improvements in  
the US economy can be maintained. It is generally expected 
that job growth and recent gains in household wealth 
generated by strong stock-market returns and areas of rising 
home values may drive increased consumer spending and 
generate confidence.

A key indicator of where REIT values are headed is how  
fast and how far interest rates rise over time. A rapid and 
substantial interest rate increase would be a negative for global 
REIT values, however this seems an unlikely scenario as any 
interest rate rises are anticipated to be moderate and gradual.

In Europe it is expected that real estate fundamentals will 
remain challenged and our focus remains on owners of high-
quality real estate in major city centres.

The RBA reduced interest rates by 2.25% since late 2011  
and is generally considered to be near the end of the cutting 
cycle, and with a sub-trend economy and subdued inflation 
outlook a low interest rate environment should persist for 
some time. The AREIT sector generated a disappointing 
negative 1.42% return for the quarter with headwinds of rising 
bond yields and demands from a large volume of capital 
raisings. The residential sector is a bright note in the Australian 
market with the medium density sector enjoying a period of 
positive performance.

Our portfolio 

The MultiMix Wholesale International Property Trust 
outperformed in the December 2013 quarter by generating 
a positive net wholesale return of 2.15% in comparison to 
the UBS Global Investors ex Australia AUD hedged Index 
benchmark of zero. All our managers outperformed the index 
over the quarter.

Our managers remain somewhat positive on Japanese 
developers due to continued Bank of Japan QE and the  
Abe government’s pro inflation target. The Japanese 
developers performed strongly over the quarter, with investors 
still supporting the recovery story. Our overweight positions  
in Japan contributed positively.

Westfield sold down on plans to sell off Australian and New 
Zealand operations into a new entity. Investors were not totally 
convinced that this policy would add value to the stock and 
the share prices fell during the quarter. Our underweight 
allocation to Westfield generally benefited performance.

The benefit of our overweight allocation in the UK market 
reflected well on total relative performance.

Contributors and detractors

Contributors to performance:

• The portfolio’s underweight position in the 
underperforming US health care sector. 

• The portfolio’s overweight position in the outperforming 
diversified and hotel sectors.

• A broad improvement in residential property demand 
was fuelled by relatively low global interest rates and  
a minor improvement in broad economic conditions.  
Our stock selection was beneficial in this sector.

Detractors from performance:

• An overweight position and the poor performance of 
the Singapore and Hong Kong markets detracted from 
performance, as did a neutral weight in the commercial 
office sector which suffered as a consequence of poor 
unemployment data and shallow leasing enquiry. 
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Direct property

Market overview

During the final quarter of 2013 the Australian direct property 
market enjoyed a period of relative stability. The federal election 
resulted in the introduction of a new Liberal federal government, 
there were relatively few negative economic events in Europe 
and the Fed has paved the way for moderate tapering policies. 
In Australia, interest rates remained at relatively low levels and  
in certain fields banks started to provide more flexible terms.

There was an increase in the number of investors who have 
the resources and appetite to purchase institutional grade 
investment property and a healthy level of transactions has 
supported investment yields and in some cases has provided 
evidence of firming yields.

The commercial property market is still being challenged  
by reducing economic activity in the mining sector, flat white-
collar employment, reducing workspaces and the reluctance  
of corporate Australia to lease additional accommodation.  
As a consequence, market rental growth is mostly flat and rental 
incentives have not reduced. This is somewhat balanced by the 
application of fixed annual rental increases to tenants existing 
leases which are generally in the order of 3%.

Industrial property was well supported in late 2013 and although 
the pre-leasing market is competitive, there are relatively few 
vacancies and demand for distribution warehouses is strong. 
Investment demand for the sector is also strong with a number 
of institutions, REITs and syndicates endeavouring to increase 
their allocation to industrial property.

Retail property continues to face several headwinds with 
consumer discretionary spending remaining poor and 
substantial ongoing challenges generated by the growth  
of online selling.

Sectors of the residential market performed well in late 2013  
as investors’ appetite for medium density housing increased,  
fed by low interest rates, high rental demand and growing  
self-managed superannuation funds.

The Australian institutional grade property investment market 
should continue to generate healthy recurring income returns  
in the medium term. Few markets are currently oversupplied 
and there is no indication that speculative construction is going 
to generate notable market shifts in the immediate future. 
Market rental rates will however only generate moderate growth 
in 2014 as few, if any, economic sectors are confident enough 
to commit to larger accommodation footprints and higher 
rental bills. One area of potential capital growth however is yield 
compression which has started to occur in some sectors due to 
the increasing level of demand from both local and international 
investors. International investors and sovereign funds have been 
particularly active in Australia due to the relatively high yields 
and general transparency of the market in comparison to other 
international alternatives.

Our portfolio 

The IOOF Australian direct property fund, Property Plus, was 
established twelve years ago and is well placed to continue  
to generate reliable and consistent returns in the order of 7-9% 
with moderate capital value growth over time. The portfolio  
is internally managed by IOOF, enjoys a 99% occupancy rate 
with no major lease expiring in 2014 and has a market value  
of $224,000,000.

The fund purchased a commercial property at Parramatta 
in December 2013 for $20,250,000. The fully leased asset will 
generate an immediate net income return to the fund of 10.5%.

The fund sold a single tenant industrial asset in Brisbane for 
$11,250,000. IOOF purchased the property in 2001 for $8,285,000. 
Having never been vacant the property generated an average 
income yield in the order of 8% and a total annualised return 
of approximately 12%. Focusing exclusively on the institutional 
grade commercial and industrial sectors, the portfolio currently 
holds twelve assets located in Melbourne, Sydney and Brisbane. 
The fund only invests in core, well located and leased modern 
property and to match its investment outcome and risk 
expectations financial gearing is a very modest 16%.

Contributors and detractors

Contributors to performance:

• The fund is slightly overweight industrial property and this 
has contributed to income returns due to the relatively 
high yields being generated by the industrial sector.

• The fund’s high occupancy rate has maintained high 
recurring income.

• A lack of exposure to the mining boom cities of Perth 
and Brisbane has enabled the fund to avoid the volatility 
recently experienced by the sector in those cities.

Detractors from performance:

• There were no significant detractors from performance. 

IOOF Investment's team runs an internally managed direct 
property portfolio which targets niche core properties for 
the use of MultiMix trusts.
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Alternatives 

Market overview

Share markets performed well in the December quarter with 
the S&P/ASX 300 Accumulation Index and the MSCI World ex 
Australia $A Index returning 3.37% and 13.20% respectively. 
Developed world international share indices such as S&P 500, 
the TOPIX and the DAX have outpaced the Australian share 
market. Unhedged overseas exposures have benefited from 
the fall in the AUD versus the USD and the euro, falling 5.3% 
and 5.8% respectively. 

Australian bonds returned 0.37% over the quarter as measured 
by the UBSA Composite Bond Index. International bonds 
returned 0.80% as measured by the Barclays Capital Global 
Aggregate Bond Index ($A hedged) during the quarter. 

Our portfolio – growth

Performance of the alternative-growth portfolio was in line 
with expectations for the period. While the portfolio could not 
keep pace with international share markets, it did manage to 
outperform Australian share markets. The portfolio returned 
4.86% for the quarter after fees. 

The portfolio's large exposure to systematic hedge funds 
posted a positive return but performance is still below 
expectations. Discretionary hedge funds were the largest 
contributor to positive returns for the period. In aggregate, 
the portfolio's exposure to private equity was also a strong 
contributor. 

Our portfolio – defensive

The alternative-defensive portfolio returned 2.09% for the 
period outperforming both the Barclays Capital Global 
Aggregate Bond Index ($A hedged) and the UBSA Composite 
Bond Index. 

Subordinated debt was the strongest performer for the period. 
Some smaller subordinated debt exposures lost value, but this 
was more than made up for by the portfolio's investments in 
US small to medium company and energy subordinated debt. 
Listed infrastructure was the next best performer, followed by 
credit opportunities.

Contributors and detractors

Contributors from performance:

• Private equity and discretionary hedge funds added 
value in the alternative-growth portfolio.

• Subordinated debt to US companies added most value  
in the alternative defensive portfolio.

Detractors from performance:

• Systematic hedge funds posted a positive return,  
but performance was below expectations. 



12

IOOF Investments | Quarterly report (to 31 December 2013)

Diversified trusts overview
IOOF MultiMix Capital Stable Trust

Trust commentary

The IOOF MultiMix Capital Stable Trust’s outperformance 
was a result of outperformance within the fixed interest and 
cash portfolios. The fixed interest portfolio benefited from 
a short duration position and overweight position to credit. 
The majority of the underlying fixed interest managers 
outperformed their benchmarks.

The Australian shares portfolio also contributed positively 
as the underlying managers generally performed well over 
the quarter, but this good performance was in part offset 
by lower returns from investment in small companies. A 
number of smaller companies exposed to domestic activity 
announced profit downgrades which weighed on sentiment, 
most notably amongst these was Wotif. Despite being a drag 
on performance this quarter, our specialist small companies 
managers have performed well over 2013, most notably OC 
Funds who returned 28% for the year. We expect small cap 
managers will continue to deliver solid outperformance in the 
current benign market conditions.

The international property portfolio also contributed 
positively as all our underlying managers outperformed their 
benchmarks. Outperformance relative to the benchmark was 
attributable to positive sector allocation results, driven by the 
portfolio’s underweight in the underperforming US health 
care sector and, to a lesser extent, the portfolio’s overweight 
in the outperforming diversified and hotel sectors. A broad 
improvement in residential property demand was fuelled by 
relatively low global interest rates and a minor improvement in 
broad economic conditions. Our stock selection was beneficial 
in this sector.

Going forward, we maintain an overweight position to cash 
and short term securities, consistent with our view that 
Australian and US Government bond yields remain expensive.

Performance

3 
mths 
%

6 
mths 
%

1  
year 
%

2  
year 
% pa

3  
year 
% pa

5  
year 
% pa

Distribution 1.47 1.50 5.19 5.50 6.12 7.01

Growth -0.27 2.06 0.38 2.23 0.68 0.77

Total 1.20 3.56 5.56 7.73 6.80 7.79

Benchmark 0.90 2.83 4.39 6.46 6.39 6.59
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Contributors and detractors

Contributors to performance:

• Outperformance within the fixed interest and cash 
portfolios.

• Strong performance from Australian shares.

• International property portfolios also added to 
performance.

Detractors from performance:

• There were no significant detractors from performance.
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IOOF MultiMix Conservative Trust

Performance

3 
mths 
%

6 
mths 
%

1 
year 
%

2 
year 
% pa

3 
year 
% pa

5 
year 
% pa

Distribution 1.35 1.39 4.43 4.97 5.44 6.47

Growth 0.76 3.49 4.50 4.95 2.18 1.75

Total 2.12 4.89 8.93 9.92 7.62 8.22

Benchmark 1.81 4.35 7.59 9.00 7.56 7.50

Actual versus target allocation
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Trust commentary

The IOOF MultiMix Conservative Trust’s outperformance was a result 
of outperformance within fixed interest and alternative defensive 
portfolios. The fixed interest portfolio benefited from a short 
duration position and overweight position to credit. The majority 
of the underlying fixed interest managers outperformed their 
benchmarks.

The Australian shares portfolio also contributed positively as the 
underlying managers generally performed well over the quarter, 
but this good performance was in part offset by lower returns from 
investment in small companies. A number of smaller companies 
exposed to domestic activity announced profit downgrades which 
weighed on sentiment, most notably amongst these was Wotif. 
Despite being a drag on performance this quarter, our specialist 
small companies managers have performed well over 2013, most 
notably OC Funds who returned 28.0% for the year. We expect small 
company managers will continue to deliver solid outperformance in 
the current benign market conditions.

The international property portfolio also contributed positively 
as all our underlying managers outperformed their benchmarks. 
Outperformance relative to the benchmark was attributable 
to positive sector allocation results, driven by the portfolio’s 
underweight in the underperforming US health care sector and, 

to a lesser extent, the portfolio’s overweight in the outperforming 
diversified and hotel sectors. A broad improvement in residential 
property demand was fuelled by relatively low global interest rates 
and a minor improvement in broad economic conditions. Our stock 
selection was beneficial in this sector.

The alternative defensive portfolio outperformed its fixed interest 
benchmark, contributing positively to performance. Subordinated 
debt was the strongest performer for the period. Some smaller 
subordinated debt exposures lost value, but this was more than 
made up for by the Trust’s investments in US small to medium 
company and energy subordinated debt. Listed infrastructure was 
the next best performer, followed by credit opportunities.

In terms of asset allocation decisions, being unhedged in 
international shares contributed to outperformance as the Australian 
dollar depreciated. An underweight allocation to fixed interest 
contributed positively. An underweight to international shares 
and an overweight to cash and short-term securities contributed 
negatively, as international shares was the stand-out asset class.

Going forward, we maintain an overweight position to cash and 
short-term securities, consistent with our view that Australian and 
US Government bond yields are very expensive. We also maintain a 
slight underweight to shares and continue to maintain low levels of 
hedging on the international shares portfolio.

Contributors and detractors

Contributors to performance:

• Outperformance from the fixed interest portfolio.

• Being unhedged in international shares also contributed as 
the Australian dollar depreciated.

• The Alternative-defensive portfolio also contributed as it 
outperformed its fixed interest benchmark.

• An underweight allocation to fixed interest contributed 
positively.

• Outperformance within the international property and cash 
portfolios also contributed positively.

Detractors from performance:

• An underweight to international shares contributed 
negatively, as international shares was the stand-out asset 
class.

• An overweight to cash and short-term securities also 
contributed negatively.
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IOOF MultiMix Moderate Trust

Performance

3 
mths 
%

6 
mths 
%

1 
year 
%

2 
year 
% pa

3 
year 
% pa

5 
year 
% pa

Distribution 1.28 1.33 4.53 4.51 4.82 4.97

Growth 2.11 6.01 8.94 8.07 2.92 3.28

Total 3.39 7.34 13.48 12.58 7.74 8.24

Benchmark 3.58 7.96 14.26 13.91 9.19 9.06
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Trust commentary

The IOOF MultiMix Moderate Trust’s underperformance was, 
in part, the result of the alternative growth portfolio, which 
underperformed its shares benchmark. The international 
shares portfolio also contributed to underperformance due 
to the currency overlay manager losing value in a falling 
Australian dollar environment. A slight overweight to emerging 
markets also contributed negatively, despite the emerging 
market managers outperforming their benchmark. 

The alternatives defensive portfolio however, outperformed 
its fixed interest benchmark, contributing positively to 
performance. Subordinated debt was the strongest performer 
for the period. Some smaller subordinated debt exposures 
lost value, but this was more than made up for by the Trust’s 
investments in US small to medium company and energy 
subordinated debt. Listed infrastructure was the next best 
performer, followed by credit opportunities.

The fixed interest and cash portfolios contributed positively, 
benefiting from a short duration position and overweight 
position to credit. The majority of the underlying fixed interest 
managers outperformed their benchmarks.

The international property portfolio also contributed 
positively as all our underlying managers outperformed their 
benchmarks. Outperformance relative to the benchmark was 
attributable to positive sector allocation results, driven by the 
portfolio’s underweight in the underperforming US health 
care sector and, to a lesser extent, the portfolio’s overweight 
in the outperforming diversified and hotel sectors. A broad 
improvement in residential property demand was fuelled by 
relatively low global interest rates and a minor improvement in 
broad economic conditions. Our stock selection was beneficial 
in this sector.

In terms of asset allocation decisions, being unhedged in 
international shares contributed to outperformance as the 
Australian dollar depreciated. An overweight allocation to 
cash and short-term securities and an underweight allocation 
to international shares also contributed negatively, as 
international shares was the stand-out asset class.

Going forward, we maintain an overweight position to  
cash and short-term securities, consistent with our view that 
Australian and US Government bond yields are very expensive. 
We also maintain a slight underweight to shares and continue 
to maintain low levels of hedging on the international  
shares portfolio.

Contributors and detractors

Contributors to performance:

• Positive contributions came from being unhedged in 
international shares, as the Australian dollar depreciated.

• Positive relative performance within the fixed interest 
and international property portfolios also contributed 
positively.

• The alternatives defensive portfolio outperformed its 
fixed interest benchmark, which contributed positively.

Detractors from performance:

• The alternative growth portfolio underperformed its 
shares benchmark.

• An overweight allocation to cash and short-term 
securities and underweight allocation to international 
shares also contributed negatively.

• Underperformance within the international shares 
portfolio also contributed negatively.
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IOOF MultiMix Balanced Growth Trust

Performance

3 
mths 
%

6 
mths 
%

1 
year 
%

2 
year 
% pa

3 
year 
% pa

5 
year 
% pa

Distribution 1.00 1.06 3.30 3.39 3.94 4.45

Growth 3.74 9.56 16.97 13.46 5.54 4.95

Total 4.74 10.62 20.28 16.85 9.49 9.40

Benchmark 4.75 10.39 18.91 17.06 10.35 9.98

Actual versus target allocation
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Trust commentary

The IOOF MultiMix Balanced Growth Trust’s underperformance 
was predominantly a result of the alternative growth portfolio 
underperforming its shares benchmark. The international 
shares portfolio also contributed to underperformance due 
to the currency overlay manager losing value in a falling 
Australian dollar environment. A slight overweight to emerging 
markets also contributed negatively, despite the emerging 
market managers outperforming their emerging markets 
benchmark. 

The international property portfolio contributed positively as 
all our underlying managers outperformed their benchmarks. 
Outperformance relative to the benchmark was attributable 
to positive sector allocation results, driven by the portfolio’s 
underweight in the underperforming US health care 
sector and, to a lesser extent, the portfolio’s overweight in 
the outperforming diversified and hotel sectors. A broad 
improvement in residential property demand was fuelled by 
relatively low global interest rates and a minor improvement  
in broad economic conditions. Our stock selection was 
beneficial in this sector.

The fixed interest and cash portfolios contributed positively, 
benefiting from a short duration position and overweight 
position to credit. The majority of the underlying fixed interest 
managers outperformed their benchmarks.

In terms of asset allocation decisions, being unhedged in 
international shares contributed to outperformance as the 
Australian dollar depreciated. An overweight to international 
shares also contributed positively, as international shares was 
the stand-out asset class.

Going forward, we maintain an overweight position to cash 
and short-term securities, consistent with our view that 
Australian and US Government bond yields are very expensive. 
We also maintain our preference for unhedged international 
shares over Australian shares. We continue to maintain low 
levels of hedging on the international shares portfolio.

Contributors and detractors

Contributors to performance:

• An overweight to international shares, being unhedged, 
contributed positively as the Australian dollar 
depreciated.

• Outperformance from the international property and 
fixed interest portfolios.

Detractors from performance:

• The alternative growth portfolio underperformed its 
shares benchmark.

• Underperformance from the international shares 
portfolio.
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IOOF MultiMix Growth Trust

Performance

3 
mths 
%

6 
mths 
%

1 
year 
%

2 
year 
% pa

3 
year 
% pa

5 
year 
% pa

Distribution 0.94 1.00 2.81 2.87 3.43 3.49

Growth 5.19 12.72 21.60 16.57 6.63 6.27

Total 6.12 13.73 24.41 19.44 10.07 9.76

Benchmark 5.95 12.98 23.93 20.41 11.28 10.57
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Trust commentary

The IOOF MultiMix Growth Trust’s outperformance was 
a result of being unhedged in international shares, as the 
Australian dollar depreciated over the quarter. An overweight 
to international shares also contributed positively, as did an 
underweight to fixed interest, as international shares was the 
stand-out asset class over the quarter.

Negative contributions resulted from the alternative growth 
portfolio underperforming its shares benchmark. Performance 
of the alternative-growth portfolio was, however, in line 
with expectations for the period. While the trust could not 
keep pace with international share markets, it did manage 
to outperform Australian share markets. The Trust’s large 
exposure to systematic hedge funds posted a positive return 
but performance is still below expectations. Discretionary 
hedge funds were the largest contributor to positive returns 
for the period. In aggregate, the Trust’s exposure to private 
equity was also a strong contributor.

The international shares portfolio also contributed to 
underperformance due to the currency overlay manager 
losing value in a falling Australian dollar environment. A slight 
overweight to emerging markets also contributed negatively, 
despite the emerging market managers outperforming their 
emerging markets benchmark. 

Going forward, we maintain an overweight position to cash 
and short term securities, consistent with our view that 
Australian and US Government bond yields are very expensive. 
We also maintain our preference for unhedged international 
shares over Australian shares. We continue to maintain low 
levels of hedging on the international shares portfolio.

Contributors and detractors

Contributors to performance:

• The bulk of the outperformance was a result of being 
unhedged in international shares, as the Australian dollar 
depreciated over the quarter.

• An overweight allocation to international shares.

• An underweight allocation to fixed interest.

Detractors from performance:

• The alternative growth portfolio underperformed its 
shares benchmark.

• Underperformance within the international shares 
portfolio. 
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IOOF Multi Series Balanced Trust 

Performance

3 
mths 
%

6 
mths 
%

1 
year 
%

2 
year 
% pa

3 
year 
% pa

5 
year 
% pa

Distribution 0.81 0.85 4.11 3.73 3.70 4.47

Growth 3.31 8.82 12.24 11.35 4.57 4.13

Total 4.12 9.67 16.35 15.09 8.27 8.61

Benchmark 4.41 10.39 18.33 16.71 9.88 9.19
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Trust commentary

Credit Suisse HOLT Domestic underperformed its benchmark 
over the quarter due to an overweight to Woolworths and 
Harvey Norman. This was partly offset by an overweight  
to RIO Tinto, Fortescue Metals Group, Arrium, BHP and Bank 
of Queensland. The strategy favours businesses with strong 
operational quality (high cash generation), positive earnings 
momentum and attractive valuations. Stocks with strong 
momentum and attractive valuations performed well in 
Australia over the final quarter of 2013 (operational quality  
was not a strong factor over the quarter).

Colonial First State’s Australian Bond Fund outperformed its 
benchmark over the quarter. The Fund finished the quarter 
with a moderate short duration strategy in Australia, but 
changed its strategy several times during the quarter. The 
short duration position was reduced prior to the release of US 
payrolls data early in the month, as bond yields were close to 
fair value and weak payrolls data had the potential to cause 
the longer-term trend to higher yields to reverse. As it turned 
out, the US payrolls data came in stronger than expected, 
which brought forward market expectations for the timing of 
tapering of bond purchases by the Federal Reserve from March 
2014 to December or January.

Brandywine outperformed its benchmark for the quarter as a 
result of an underweight in the Japanese currency. During the 
quarter the US dollar rallied against most currencies, including 
the yen, although the euro was up slightly. Fourth-quarter 
results were a reflection of the year as a whole.

Low levels of hedging added to relative performance as the 
Australian dollar depreciated. At the end of the quarter the 
international shares portfolio was 33% hedged versus its 
benchmark of 50%.

Due to a restructure at Credit Suisse, the Credit Suisse Global 
HOLT portfolio was terminated in October, and funds are 
currently held in a futures overlay before being transitioned  
to a new investment manager.

At the start of the quarter, new investments were made into 
the Macquarie True Index Global Infrastructure Securities 
Fund, the Macquarie True Index Global REITs Fund and the 
IOOF Property Plus Trust. An investment into these funds 
improves the overall diversification of the entire portfolio 
by introducing new asset classes that will complement the 
current investments. The strategic asset allocation has been 
altered as a result, with a reduction in shares.

Contributors and detractors 

Contributors to performance:

• Colonial First State’s Australian Bond Fund and 
Brandywine outperformed their benchmarks over the 
quarter.

• Low levels of hedging added to relative performance 
as the Australian dollar depreciated. At the end of the 
quarter the international shares portfolio was 33% 
hedged versus its benchmark of 50%.

Detractors from performance:

• The Multi Series Balanced Trust’s underperformance 
was primarily poor performance from the Credit Suisse 
Domestic HOLT portfolio, and a slight asset allocation 
mismatch as the portfolio changed its strategic asset 
allocation during the quarter and added in new 
investments.
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Cash and fixed interest

Position

Overweight to cash/short duration strategies, 
underweight to fixed interest.

Rationale

Our view is that Australian and US Government bond 
yields are very expensive, despite the recent increase. The 
US 10 year Government bond yield as at end of December 
was 3.03% and remains unsustainably low. Enhanced cash 
and income securities currently have a high running yield 
with little duration risk, making it more attractive than 
fixed interest. The main near-term risk of higher yields is 
that sentiment has moved to an extreme, creating the 
potential for a market reversal.

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.

For the December quarter, the IOOF Income Trust 
returned 1.80% and the Perennial Enhanced Cash Trust 
returned 1.03% versus the diversified fixed interest 
strategic benchmark return of 0.59%.

International shares

Position

Tilt towards unhedged international shares from 
Australian shares. Tilt only in place for IOOF MultiMix 
Balanced Growth Trust and IOOF MultiMix 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 shares also provides for a natural hedge.  
If share 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 shares 
market outperforming the Australian shares market, and  
a sharp decline in the Australian dollar.

For the December quarter, the unhedged international 
shares benchmark outperformed the Australian shares 
benchmark by 9.05% (12.42% versus 3.37%).

Currency

Position

At the end of the quarter, the hedged benchmark was 
moved from 0% to 10% on the international shares portfolio. 
This remains below our strategic benchmark of 50%.

Rationale

The key negatives in the Australian economic outlook are 
ongoing, and include:

• the continued downtrend in commodity prices overall,  
as relevant to Australia’s export profile

• downside risks associated with an end to the resources 
boom and associated capital investment

• the lagged negative effects of an extended period  
of currency overvaluation on domestic industries

• the looming prospect of low nominal national income 
growth meaningfully lagging Australian real GDP

• a likely 2014 scenario, where Australian growth lags that 
of the US for the first time in a decade.

Current status

A depreciation of the Australian dollar over the December 
2013 quarter meant that an unhedged position 
outperformed versus a hedged position. The hedged 
benchmark was moved from 0% to 10% of the international 
shares portfolio at the end of the quarter, but we remain 
below our 50% strategic benchmark for the reasons 
described above and are continuously monitoring the tilt.

For the December quarter, the unhedged developed 
international shares benchmark outperformed the  
hedged international shares benchmark by 3.91%  
(13.20% versus 9.29%).

Strategic tilting update
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Market outlook 

Indexes to 31 December 2013
Past performance is not a reliable indicator of future performance.

Asset class Index 3 month 
performance 

(%)

1 year 
performance 

(%)

Australian shares S&P/ASX 300 Accumulation Index 3.37 19.68

International shares MSCI All Countries World ex-Australia Index ($A) 12.42 43.24

Australian fixed interest UBSA Composite Bond Index 0.37 1.99

International fixed interest Barclays Capital Global Aggregate Bond Index ($A Hedged) 0.80 2.27

Australian property S&P/ASX 300 Property Accumulation Index -1.42 7.27

International property UBS Global Real Estate Investors ex-Australia Index ($A) Hedged 
Net TR

0.00 5.84

Cash UBSA Bank Bill Index 0.65 2.87

Source: Morningstar, BNP

2013 turned out to be an excellent year for growth assets,  
with the Australian share market up 20% and the International 
share markets up 48% in unhedged terms.

These returns are not sustainable on a longer term basis, 
especially in a low inflation environment. They are a product 
of huge amounts of liquidity that have been pumped into 
the system, the low returns that can be obtained from the 
more defensive asset classes and the fact that many markets 
are rebounding from very low points reached in the global 
financial crisis.

As predicted, the return from cash (2.9%) and Australian fixed 
interest (2.0%) were very low and it is difficult to envisage good 
returns being obtained from these sectors in the foreseeable 
future. In terms of the riskier asset classes it is expected that 
more moderate returns interspersed with periods of significant 
volatility will occur in 2014.

Valuations are between fair and stretched after a significant  
run in prices and margin expansion. For shares to have  
another sustained run, revenue earnings need to expand  
to support the higher multiples. This is possible if US growth 
continues to pick up, Chinese growth is maintained and Japan 
and Europe do better. In addition, there is still a significant 
amount of money still in cash and fixed interest and the retail 
sector has not really bought into the rally so far. Therefore,  
a second leg is quite possible. In the absence of high returns 
in the defensive asset classes there is an argument – where do 
you put your money?

In terms of asset allocation we have maintained a full to 
overweight position in shares in the more growth orientated 
funds throughout 2013. In the more defensive funds, which 
have a predominance of cash and fixed interest, we have 
reduced our duration risk and maintained a higher weight to 
higher yielding credit securities. With respect to the AUD we 
had low amounts of hedging in place and benefited from the 
declining AUD.
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Underlying investment managers
Over the last quarter the following changes were made to our underlying investment manager line-up.

New inclusions in the trusts:

• BlueBay Asset Management – October 2013 
(Diversified fixed interest)

Removals from the trusts:

• Solaris – October 2013 (Australian shares)

• Credit Suisse HOLT global – October 2013 
(IOOF Multi Series Balanced Trust, International shares)
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IOOF Investment Management Limited Short-term money 
market securities

Metrics Credit Partners Pty Ltd Australian corporate loans

Macquarie Investment Management Limited Active short duration credit

Perennial Investment Partners Limited Fundamental active
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Loomis Sayles & Company, LP High tracking error, credit focus

PIMCO Australia Pty Ltd Core plus, multi-strategy

Brandywine Global Investment Management Top down value driven

Western Asset Management Company US bank loans

IOOF Investment Management Limited Income focus

BlueBay Asset Management Emerging market debt

Challenger Managed Investments Limited Broad cap core

Pr
op

er
ty

Legg Mason Asset Management Australia Limited Small cap

Cohen & Steers Capital Management, Inc. Core, bottom-up

Perennial Investment Partners Limited High conviction, 
benchmark – unaware

IOOF Investment Management Limited Core

BT Investment Management (RE) Limited Active, value-driven,  
risk controlled
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AllianceBernstein Australia Limited Value
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Vinva Investment Management Limited Quantitative

Legg Mason Asset Management 
Australia Limited

Multi style  
(value/growth)

Merlon Capital Partners Pty Limited Fundamental research

Perennial Investment Partners Limited Bottom-up, growth

IOOF Investment Management Limited Buy/write and opportunistic

Boutique Manager Portfolio Diversified Australian shares

Dalton Nicol Reid Growth/quality

Antares Capital Partners Benchmark unaware
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Neuberger Berman Group LLC Value
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sState Street Global Advisors, Australia, Limited Index

Wellington Management Company, LLP Growth

Perennial Investment Partners Limited Growth

LSV Asset Management Value

TT International GARP

BlackRock Investment Management (Australia) 
Limited

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
lt

er
na

ti
ve

 
– 

de
fe

ns
iv

e
A

lt
er

na
ti

ve
 

– 
gr

ow
th



21

 Investments Trust performance
3 mths % 6 mths % 1 year % 2 year % pa 3 year % pa 5 year % pa

IOOF MultiMix Australian Shares 
Trust 

Distribution 1.51 1.70 2.91 3.28 3.30 3.84

Growth 1.63 14.62 18.01 16.64 4.46 7.73

Total 3.14 16.33 20.92 19.93 7.76 11.57

Benchmark 3.37 13.99 19.68 19.68 8.45 12.33

IOOF MultiMix International 
Shares Trust 

Distribution 0.00 0.00 1.24 0.65 1.43 1.74

 Growth 11.78 17.79 41.12 25.66 12.40 6.28

 Total 11.78 17.79 42.37 26.31 13.84 8.01

 Benchmark 12.42 18.62 43.24 28.01 15.62 8.59

IOOF MultiMix Diversified Fixed 
Interest Trust 

Distribution 0.55 1.43 5.08 6.13 6.89 9.29

 Growth 0.26 0.41 -2.16 0.57 0.35 -1.09

 Total 0.81 1.85 2.92 6.70 7.23 8.20

 Benchmark 0.59 1.83 2.13 5.35 7.19 6.81

IOOF MultiMix Cash Enhanced 
Trust

Distribution 0.87 1.33 4.63 4.84 5.15 5.24

 Growth 0.03 0.66 -0.60 0.15 -0.01 0.35

 Total 0.90 1.99 4.03 4.99 5.14 5.59

 Benchmark 0.65 1.35 2.87 3.41 3.94 3.99

IOOF MultiMix Capital Stable 
Trust

Distribution 1.47 1.50 5.19 5.50 6.12 7.01

 Growth -0.27 2.06 0.38 2.23 0.68 0.77

 Total 1.20 3.56 5.56 7.73 6.80 7.79

 Benchmark 0.90 2.83 4.39 6.46 6.39 6.59

IOOF MultiMix Conservative 
Trust

Distribution 1.35 1.39 4.43 4.97 5.44 6.47

 Growth 0.76 3.49 4.50 4.95 2.18 1.75

 Total 2.12 4.89 8.93 9.92 7.62 8.22

 Benchmark 1.81 4.35 7.59 9.00 7.56 7.50

IOOF MultiMix Moderate Trust Distribution 1.28 1.33 4.53 4.51 4.82 4.97

 Growth 2.11 6.01 8.94 8.07 2.92 3.28

 Total 3.39 7.34 13.48 12.58 7.74 8.24

 Benchmark 3.58 7.96 14.26 13.91 9.19 9.06

IOOF MultiMix Balanced Growth 
Trust

Distribution 1.00 1.06 3.30 3.39 3.94 4.45

 Growth 3.74 9.56 16.97 13.46 5.54 4.95

 Total 4.74 10.62 20.28 16.85 9.49 9.40

 Benchmark 4.75 10.39 18.91 17.06 10.35 9.98

IOOF MultiMix Growth Trust Distribution 0.94 1.00 2.81 2.87 3.43 3.49

 Growth 5.19 12.72 21.60 16.57 6.63 6.27

 Total 6.12 13.73 24.41 19.44 10.07 9.76

 Benchmark 5.95 12.98 23.93 20.41 11.28 10.57

IOOF Multi-Series Balanced Trust Distribution 0.81 0.85 4.11 3.73 3.70 4.47

 Growth 3.31 8.82 12.24 11.35 4.57 4.13

 Total 4.12 9.67 16.35 15.09 8.27 8.61

 Benchmark 4.41 10.39 18.33 16.71 9.88 9.19

IOOF Cash Management Trust Distribution

 Growth

 Total 0.72 1.50 3.18 3.70 4.17 4.06

 Benchmark 0.65 1.35 2.87 3.41 3.94 3.99

Past performance is not a reliable indicator of future performance.

See footnotes on page 22 for calculation methodology.
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Notes to the quarterly report

1.  This fee currently includes the investment management fee and expense recoveries (excluding any unusual or non-recurrent expenses). Fees paid to underlying investment 
managers (excluding any applicable performance fees) are currently paid out of the investment management fees and are not an additional charge to investors. Performance 
fees may be charged by the underlying investment managers of the IOOF MultiMix Trusts from time to time. The management costs for the IOOF MultiMix Trusts (listed 
on page 3) excludes estimated performance fees. Any performance fees incurred will be an additional cost. Please refer to the IOOF MultiMix Trust RPDS, IOOF Multi Series 
Balanced Trust 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 the IOOF MultiMix RPDS, IOOF Multi Series PDS and IOOF Cash Management Trust PDS.

Important Note 

This document is for financial adviser use only – it is not to be distributed to clients. 

Issued by IOOF Investment Management Limited (IIML) ABN 53 006 695 021, AFS Licence No. 230524, as Responsible Entity for the IOOF MultiMix Trusts, IOOF Multi Series 
Balanced Trust 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. 

A copy of the relevant Product Disclosure Statement should be obtained from us and considered before an investment decision is made. Ratings are only one factor to 
be taken into account when deciding whether to invest. For more information on the meaning of the credit ratings used, please refer to the Standard & Poor’s website at  
www.standardandpoors.com. Examples are illustrative only and are subject to the assumptions and qualifications disclosed. Past performance is not a reliable indicator of future 
performance. This document has been based on information believed to be accurate and reliable at the time of publication, however to the extent permitted by law, no liability 
is accepted for any loss or damage incurred as a result of any reliance on the information it contains.



IOOF MultiMix

Accelerate with confidence

In today’s world it’s hard enough just maintaining business momentum. How can you accelerate it? And how 
can you be confident that you’re using your time effectively and still providing a genuine investment solution 
to your clients? The answer to both questions is IOOF MultiMix: the investment management solution that  
cuts time not corners. With IOOF’s extensive experience and a premier investment team with a dedicated 
portfolio manager for each asset class, MultiMix adds value on three fronts – active asset allocation, active 
management of high quality managers and active risk management. Our processes have been crash-tested 
and fine-tuned over decades and we undertake rigorous stress-testing. Our outcomes speak for themselves.  
So if you’re ready to pick up the pace, then pick up the phone.

Call IOOF Adviser Services on 1800 659 634 or go to ioof.com.au/multimix.

For adviser use only – not to be distributed to clients. IOOF Investment Management Limited (IIML),  
ABN 53 006 695 021, AFS Licence No. 230524 is the issuer and the Responsible Entity of the  
IOOF MultiMix Trusts. IIML is an entity within the IOOF group of companies. The IOOF group consists 
of IOOF Holdings Ltd, ABN 49 100 103 722, and its related bodies corporate. Past performance is  
not a reliable indicator of future performance. PL
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