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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 31/03/2014
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VIP Fixed Interest

Performance Review

The VIP Fixed Interest portfolio generated a 0.31% return for 
the month and 1.27% over the last 3 months. 

This was against the UBS Composite 0+Yr Bond index return of 
0.02% and 1.45% over the month and last 3 months 
respectively.

Over the last year the portfolio has generated a 3.40% return 
and outperformed the index by 0.10%.

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

Trailing Returns

As of Date: 31/03/2014

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 8.695.163.301.831.450.02

0.31 1.27 2.12 3.40 5.09 5.41

0.20

0.24 1.07

0.93

1.71

1.44

2.58

2.02 3.68 4.00

4.25 4.57

Portfolio Exposure

The portfolio is primarily allocated across Australian fixed 
interest securities.

Across these markets the portfolio holds approximately 78.2% 
Cash with the remainder being allocated across Government 
bonds and Corporate bonds.

This high cash holding is affecting performance, however, it is a 
protection measure to ensure that the US Federal Reserve's 
tapering of QE3 does not result in negative bond returns. 

VIP Fixed Interest - Fixed-Inc Sectors (Morningstar)

Portfolio Date: 31/03/2014
%

Government 4.5

Municipal Tax-Exempt 0.0

Corporate Bond 5.8

Non-Agency Residential Mortgage-Backed 4.6

Commercial Mortgage-Backed 0.0

Covered Bond 0.0

Cash & Equivalents 78.2

Swap 6.9

Forward/Future 0.0

Option/Warrant 0.0

Total 100.0

Source: Morningstar Direct



Month in Review - Economic & Market Commentary

Portfolio Holdings & Adjustments

Global World share markets have been weakened in March, mainly due to the events in Ukraine and the concerns over Chinese 
growth. The Japanese share markets falls ahead of sales tax increases also scared the global markets. 

Stronger business activity in the many major economies is hinting at resulting in interest rate increases. However in Australia, 
slower than usual business activity looks like continuing through much of the year with the reserve Bank stating that they would 
keep interest rates low for some time. This did not have the expected downward effect on the Australian dollar which rose in value. 

The S&P/ASX 200 index followed world share markets, with a weak January, a rally in February and a mixed March, to finish with a 
marginal gain for the quarter of 0.8%. The resources sector in particular detracted from performance, with worries over the 
outlook for growth in China and the state of the Chinese banking system. Other sectors performed more strongly with Information 
technology, Financial, and Industrials up 5.3%, 2.8%, and 2.1% respectively. Australian consumers are not spending which has 
resulted in consumer staples and consumer discretionary companies down 2.8% and 2.0% respectively. 

Australian property securities did not have the same ride as Australian shares as they did not experience the same losses as the 
rest of the share market in January, rose with the share market in February and although they have been sold off like shares in 
March, have ended up with a 2.3% increase in value for the year to date, outperforming the share market which fell no 0.4% over 
the same period.

Global markets improved in February after a poor January but have suffered again in March, mainly due to the political tensions 
around Ukraine, fears of a slowing Chinese economy, a setback in Japan. The MSCI World index is down 1.6% in the year to date
in overseas currency terms.

Among the developed economies, the US market was relatively unaffected (S&P 500 down 0.4%), Europe was weaker (FTSE 300 
down 2.4%), while Japan struggled as investors questioned the ultimate effectiveness of the Abe government’s program of 
economic stimulus (Nikkei down 12.1%). 

The main problems, however, have been in emerging markets given the Ukrainian crisis, a slowing Brazilian economy, and 
concerns over China. Overall, the BRIC economies (Brazil, Russia, India and China) are down 10.2% year to date.

Source: Morningstar

VIP Fixed Interest - Holdings

Portfolio Date: 31/03/2014

Portfolio
Weighting %

Total
Ret 1

Mo
(Qtr-End)

Total
Ret 3

Mo
(Qtr-End)

Total
Ret 6

Mo
(Qtr-End)

Total
Ret 1

Yr
(Qtr-End)

Aberdeen Australian Floating Rt Inc

Realm High Income

RBA Bank accepted Bills 90 Days

80.05

14.99

4.96

0.61 1.56 3.51 8.19

0.22 0.64 1.29 2.68

0.26 0.65 1.59 3.39

Performance Contributors & Detractors, and Portfolio Adjustments

The Top Contributors for the month were the Realm High Income Fund +0.61%, the Aberdeen Floating Rate Income Fund +0.26%, 
and Cash +0.22%. There were no Detractors in March.

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

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


