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Investment Objective 
 
The aim of the VIP Australian Shares Leaders Portfolio is to provide investors with investment income and capital growth in excess of the S&P/ASX 100 Index over the over the long term from 
investment in a portfolio of large capitalisation (cap) Australian shares. 

The portfolio invests in 15 to 30 Australian shares within the S&P/ASX 100 index that have been selected via a Quantitative and Qualitative screening process. This process aims to short list 
companies that are transparent and easy to understand, run by good management, priced below their valuation, &, display attractive growth prospects.  

 
 

 

Performance Review 
 
The VIP Australian Share Leaders portfolio generated a -8.17% pre-fees 
return for the month and -7.31% over the last 3 months. The portfolio 
underperformed the S&P/ASX 100 index over the month by 2.45% and 
underperformed by 1.56% over the quarter.  
 
Over the last year, the portfolio has generated an 1.25% return pre-fees 

underperforming the ASX 100 index by 1.71%. 
 
The post-fees returns for the Investment and Superannuation & Pension 

portfolios are shown in blue in the table below. 

 

 

 
Contributors & Detractors  

 
The Top Contributors were Computershare -0.90%, Rio Tinto -3.00%, and 

REA Group -3.53%. The Top Detractors were Seven Group Holdings -
21.56%, Western Areas -18.48%, and Costa Group -14.45%.  

 
 

 



Month in Review - Economic & Market Commentary 

 
Economic Outlook  
 
The backend of September showed promise of continued gains in the stock market for 2018 until October saw devastation with the Australian All Ordinaries falling 6.47% and 

below the coveted 6000 mark for the first time since April. After months of unease among investors worldwide, the markets finally felt the full accumulative pressures of the 
trade war, higher interest rates in the US, and fears of slowing growth. The losses were seen globally, with the US’ Nasdaq and S&P 500 dropping 9% and 7% respectively for 
the month, Hong Kong’s Hang Seng falling 10%, and China’s Shanghai Composite losing 8% for October. In Europe, Italy and France respectively lost 8% and 7% for the 
month.  
 
Economically speaking, the most relevant event in recent memory was the US Mid-Term elections, held at the beginning of November. While the president is not directly 
influenced by the election (that is, citizens are not voting him in or out of office), Mid-Terms are widely understood to be a referendum on the president, i.e. how well he has 

fared in the first half of his presidency. In the House of Representatives, all 435 members were up for re-election, and 35 of the 100 seats in the senate were to be contested. 

It is noted that pre-elections, both the House and the Senate were held by a Republican majority.  
 
As expected, the Democrats won back the House with a net gain of 34 seats, exceeding the 23 seats needed to win the majority (the party represented by the president has 
lost an average of 32 seats in the House of Representatives during the Mid-Terms since the US Civil War). In the Senate, 23 seats currently held by Democrats were to be 
contested compared to the 8 Republican seats – clearly in this scenario, the Democrats had more to lose than to gain, and this was in fact the case.  
 

The major difference as a result of the Mid-Terms is the Democrats ability to launch investigations, subpoena documents, and to block Republican policies they do not agree 
with. This essentially means the US government comes to a gridlock of sorts compared to pre-election, where the Republican party held both majorities and could pass 
legislation with relative ease.  
 
While volatility is still to be expected for the rest of the year, the hope is the mid-term election results will spur positivity in the market.     
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Portfolio Adjustments 

 
In October, the VIP Investment Committee sold Challenger Group after a lacklustre reporting season, and 
acquired Western Areas and Sandfire Resources to boost the resources holdings in the portfolio. Additionally, 
Spark Infrastructure was offloaded after a stagnant performance for the year, replaced by REA group which 

the Investment Committee viewed as discounted stock with a worthy upside.  

Risk Reward  

 
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. 


