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Investment Objective

The VIP Fixed Interest Portfolio aims to provide a high level of income over the medium to long term through investment in a 
diversified portfolio of Australian fixed income securities including Government and Semi Government Bonds, Managed Funds, 
Term Deposits and Cash.

The portfolio invests in 4 to 10 fixed income securities including Government and Semi Government Bonds, Managed Funds, Term
Deposits and Cash that are managed with a bottom up approach while taking top down economic considerations into consideration.

Investment Growth

Time Period: 30/06/2011 to 30/11/2013
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VIP Fixed Interest

Performance Review

The VIP Fixed Interest portfolio generated a 0.18% return for 
the month and 1.19% over the last 3 months. 

This was against the UBS Composite 0+Yr Bond index return of 
-0.10% and 0.35% over the month and last 3 months 
respectively.

Over the last year the portfolio has generated a 3.16% return 
and outperformed the index by 1.52%.

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

Trailing Returns

As of Date: 30/11/2013

1 Month 3 Month 6 Month 1 Year 2 Years
Since

Inception

VIP Fixed Interest

VIP Fixed Interest Investment

VIP Fixed Interest Super-Pension

UBS Composite 0+ Yr TR AUD -0.10 0.35 -0.18 1.64 4.93 8.73
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Portfolio Exposure

The portfolio is mainly allocated across Australian fixed interest 
securities with the next dominant region being the US.

Across these regional markets the portfolio holds approximately 
36.4% Government bonds, 13.4% Corporate bonds, and 39.6% 
Cash and Cash Equivalents. 

VIP Fixed Interest - Fixed-Inc Country Exposure

Portfolio Date: 30/11/2013

%

Australia 54.4

Brazil 1.3

Canada 2.4

Germany 1.4

Mexico 1.4

Netherlands 2.0

Singapore 1.1

United Kingdom 3.1

United States 25.4

Other Countries 3.4

Other 4.0

Total 100.0

Source: Morningstar Direct



Month in Review - Economic & Market Commentary

Portfolio Holdings & Adjustments

Nothing Lasts Forever It Seems...

The US Federal Reserve’s (US Fed’s) decision to taper their Quantitative Easing (QE or money printing) program has been well
telegraphed going into this week’s US Fed meeting. However in many ways the real story has been how the market has adjusted to 
the second take on taper as opposed to the news itself.

If we cast our mind back to June the market response was totally chaotic, shock waves were sent through emerging markets, bond 
markets and share markets. 

Going into April of this year the prevailing view of many was that QE was going to remain a constant for the foreseeable future as 
US economic data was poor and the market worried about the very real threat of disinflation. This saw market participants 
significantly increase their exposure to so called risk free assets such as government bonds. The reason was simple, the US Fed 
had pledged to buy $40 billion a month every month. 

Lower short-term and long-term interest rates encouraged a chase for all kinds of assets, especially those that delivered yield. No 
doubt the increase in speculation on the back of a premise that rates were low forever troubled the US Fed. 

Ultimately the decision was about risk versus return. While in a perfect world the US Fed would have loved to keep stimulating the 
US economy in order to reach a sustainable level of economic growth, however, the cost (or risk) of continuing the exercise in 
terms of this market speculation and drive for high yield assets perhaps started to mount quicker than what had been anticipated. 

Equally while US Fed Chairman Ben Bernanke clearly feels the exercise has been of benefit, there is no question that it has under-
shot in terms of the benefits to the real economy as is evidenced by declining distribution of wealth, lower participation rates and 
still sticky under-employment.

So by reducing QE, we are muzzling a programme which ultimately underperformed and delivered risks and side-effects that are
difficult to quantify. Stated in that context the decision to reduce is almost sensible in some way as the decision to taper now 
removes what has been an explicit guarantee that rates will be supressed over the long-term forcing many investors to reconsider 
asset values and risk in a environment of higher interest rates… nothing last forever it seems. 

Surprisingly the US Fed’s decision was taken particularly well the second time round and as a consequence what was a significant 
risk in many participants eyes has not materialised. That risk being that the withdrawal of QE has the potential to be disastrous.

This view cannot as yet be refuted, however equally there is no doubt that markets have taken the actual taper in their stride on 
the back of a six month adjustment period, something that augers well for risk assets in the short term.

VIP Fixed Interest - Holdings

Portfolio Date: 30/11/2013

Portfolio
Weighting %

Total
Ret 1

Mo
(Mo-End)

Total
Ret 3

Mo
(Mo-End)

Total
Ret 6

Mo
(Mo-End)

Total
Ret 1

Yr
(Mo-End)

PIMCO EQT WS Diversified Fixed Interest

Aberdeen Australian Floating Rt Inc

Realm High Income

RBA Bank accepted Bills 90 Days

44.99

34.96

15.06

4.99

0.04 1.73 -0.16 1.38

0.26 0.63 1.31 3.53

0.42 1.90 3.78 8.24

0.21 0.64 1.32 2.82

Performance Contributors & Detractors, and Portfolio Adjustments

The Top Contributors for the month were the Realm High Income Fund +0.42%, Cash +0.26%, Aberdeen Floating Rate Income 
Fund +0.21% and the PIMCO Diversified Fixed Interest Fund +0.04%, and there were no Detractors during November.

The VIP Investment Committee did not make any changes to the Fixed Interest portfolio in November.

Value Investment Partners Pty Ltd is a Corporate Authorised Representative (Representative No.: 409849) ABN 72 149 815 707 of Sterling Managed Investments Pty Ltd, Australian Financial Services Licensee (AFSL 340744). This document has been 
prepared for general information purposes only and not as specific advice to any particular person. Any advice contained in this document is General Advice and does not take into account any person’s investment objectives, financial situation and 
particular needs. Before making any investment decision based on this advice, you should consider, with or without the assistance of a securities adviser, whether it is appropriate to your particular investment needs, objectives and financial 
circumstances. A Product Disclosure Statement and/or Investment Options Document on any financial product mentioned in this document should also be obtained and read prior to proceeding with an investment decision. Futuro Financial Services and 
its representatives may have an interest or associations with the product providers detailed in this report, and will be entitled to receive remuneration for the provision of personal financial product advice by means of commissions and/or fees and other 
benefits. If you proceed with personal advice, details of remuneration and associations will be detailed in full within a Financial Services Guide and Statement of Advice. Although every effort has been made to verify the accuracy of the information 
contained in this document, Futuro Financial Services Pty Ltd, its officers, employees and agents disclaim all liability (except for any liability which by law cannot be excluded), for any error, inaccuracy in, or omission from the information contained in 
this document or any loss or damage suffered by any person directly or indirectly through relying on this information.

Source: Morningstar Direct


