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Australian Shares 

Market review 

The S&P/ASX300 Accumulation Index endured a poor start to the month as the weakness in oil prices 

triggered some concerns about the state of global economic growth. However, the market largely 

shrugged off these worries in the latter half of December to post a 2.04% gain for the month. A 

contraction in bond yields and the Australian dollar’s continued depreciation against the US dollar 

provided a measure of support to equities. 

Defensive, high-yield sectors such as REITs and telecommunications outperformed the broader 

market as bond yields fell. Consumer staples would normally also benefit from these characteristics, 

but concerns around the food retail industry saw the broader sector fall. The health care sector did 

well, particularly those companies with significant exposure to the US economy and hence greater 

sensitivity to a weaker Australian dollar. The resources sector lost ground as China’s Purchasing 

Manager’s Index (PMI) – an economic lead indicator – suggested that the economy continues to 

decelerate.  

The energy sector also slipped under the burden of weaker oil prices. There was a significant 

dispersion in performance within the sector, as investors punished those stocks considered to have 

the weakest balance sheets – notably Santos. While our portfolios remain marginally underweight 

energy, we expect at some point things to stabilise and it is worth remembering Australian energy 

companies retain some globally competitive and highly desirable assets that can’t be replicated and 

are worth owning for the long term. 

The Financial System Inquiry released its findings early in the month, with the reality largely failing to 

justify the recent negative hype. Although there is a requirement for the banking system to raise 

capital, it has the time to do so in a smooth and organic manner, rather than tap the equity market. 

The smaller regional banks will benefit at the margin as their capital requirements versus the “Big 

Four” narrows. 

 

Portfolio performance 

The BT Wholesale Core Australian Share Fund returned 2.47% (post-fee, pre-tax) in December  

2014, outperforming its benchmark by 0.43%. Positive contributors included Qantas and 21st Century 

Fox while Crown and Santos detracted from relative performance.   
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Contributors 

 

Qantas continued its strong run. The immediate catalyst was its sensitivity to a weaker oil price, 

although its hedging regime is such that it won’t start to realise significant gains until the second half 

of 2015. At a broader level, it is another piece of good news to reinforce the idea that the company is 

successfully turning a corner following a period of poor performance. They key factor remains its 

commitment to maintain domestic capacity at current levels following the destructive “capacity wars” 

with Virgin Australia. As excess capacity drains out of the industry there is greater scope to return the 

company to profitability. 

 

21st Century Fox continued to deliver strong gains for the portfolio, supported by Australian dollar 

weakness given the stock’s US listing. We like the company for its low-capital intensity growth 

opportunity and improving cash flow, which we believe is underestimated by the market. At the same 

time, there is increased scope for further share buybacks. Recent corporate actions such as the sale 

of channels in Europe, indicate a future focus on its natural strength in developing media content. 

 

Detractors 

 

Further evidence of decelerating growth in China – typified by a worse than expected Purchasing 

Manager’s Index (PMI) reading for December – weighed on Crown due to its exposure to Macau’s 

gaming sector. Despite some near-term headwinds, the longer-term outlook for Macau remains 

attractive supported by substantial increases in tourist accommodation and the establishment of 

better infrastructure links with nearby Hong Kong and Zhuhai. In Australia, Crown’s domestic 

business has tougher conditions to contend with as it develops projects in Sydney and Perth, however 

the likely returns appear attractive. 

 

Weaker oil prices dragged down the entire energy sector in December, with Santos falling furthest as 

the market expressed concerns over its ability to withstand a prolonged period of depressed prices 

without raising further capital. We believe the company is unlikely to tap the equity market in the near 

term. It has several other options – such as $2.1bn in unused credit facilities – at its disposal and has 

already announced a significant reduction in capex for 2015. Fundamentally, we think the market has 

overreacted in this instance. Looking longer term, Santos should go cash-flow positive within 18 

months to two years as the Gladstone LNG project comes on line.   
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Strategy and outlook 

 

The portfolio outperformed the index in December. The position in Qantas was again among the top 

performers, supported by a weaker oil price. There is also evidence that the market is beginning to 

share our belief in management’s ability to return the company to profitability. The portfolio’s exposure 

to US-sensitive stocks was beneficial, as was our aversion to domestic supermarkets given increased 

competition. The market’s current desire for earnings growth and stability was reflected in the 

continued outperformance from positions in Amcor and Telstra. 

We again added to our existing overweight in Qantas during the month. Chronic weakness in recent 

years, coupled with an improvement in several key metrics, has resulted in further scope for 

outperformance despite its recent strength. Elsewhere, we maintain our strategy of investing in 

companies benefiting from low-capital intensity growth, or which are at inflexion points where cash 

flow is set to improve, along with the scope for greater shareholder return via dividends and 

buybacks. The culmination of the Financial System Inquiry has largely removed several headwinds 

facing the banking sector and we added to positions in ANZ and in Westpac. However we remain 

underweight in the Big Four, preferring the regional banks which should see their competitive position 

improve as a result of the Inquiry. 

At this stage, the market looks likely to be earnings-led. While the market expects earnings growth to 

be mid-single digit in FY15, the good news is that these predictions seem more realistic than has 

been the case in the past, leaving less scope for disappointment. Large swathes of the Australian 

market are facing headwinds - banks appear fully valued while our recent field trip to China suggests 

that will be no respite for the resources sector in the near term. Despite this, opportunities continue to 

emerge on a stock-specific basis; particularly within the unloved industrial cyclical sector. We believe 

this environment remains supportive of a bottom-up investment strategy. 
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Smaller Companies 

Market review 

 

The S&P/ASX Small Ordinaries Accumulation Index fell in the first two weeks of trading before 

bouncing back to post a 0.5% gain in December. Plunging oil prices continued to drive volatility with 

the exception of energy names, while the broader index garnered investor support as lower bond 

yields fuelled the prospect of better future earnings. Meanwhile, added weakness in the local dollar 

boosted currency-sensitive stocks, relieving pressure on the competitive front. 

 

Looking over specific sectors, small resources (-2.6%) produced its fifth consecutive negative month 

as commodities retreated to new post-crisis lows. Those involved in high-cost gold, oil and iron ore 

were naturally the hardest hit as investors scanned for cracks in their underlying balance sheets. 

Among junior industrials (+1.0%), results were mixed with waning demand for consumer-linked 

businesses offset by improved fundamentals in capital goods, transport and health care. Property 

rallied higher as falling bond yields prompted yet another rotation towards yield. 

 

Domestically, the Reserve Bank believes policy settings are appropriate and growth should come 

from ‘animal spirits’ via increased business investment. There are however a host of risks we are 

monitoring, such as the Greek exit from the European Union, a collapse in the upstream energy 

market and further deceleration in Chinese growth. Given weak Gross Domestic Product data, 

consensus remains for the Reserve Bank to ease policy in the first half of 2015.  
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Portfolio performance 

The BT Wholesale Smaller Companies Fund returned -0.84% (post-fee, pre-tax) in December, 

underperforming its benchmark the S&P/ASX Small Ordinaries Accumulation Index by 1.31%.  

Positive contributors included Liquefied Natural Gas and Regis Resources, while negative attribution 

came from Village Roadshow and Skilled Group.   

Contributors 

Liquefied Natural Gas Ltd (-26%) is an energy producer, its success hinged on unproven processing 

technologies and a pipeline of distant LNG projects. While offtake discussions and construction 

approval has created significant support for the stock, recent declines in crude oil prices have placed 

question marks over the potential value of its assets. On balance, LNG Limited holds some appeal but 

any position here would be speculative given how sensitive future cash flows are to hydrocarbon 

pricing. 

Sentiment towards Regis Resources (+34%) improved markedly over the month. The price of gold 

stabilised between US$1150- $1200/oz and production, following the February floods, is on course for 

full recovery. We continue to see upside in the business as enriched grades look to raise margins in 

the short/medium term. From a fundamental point of view, the miner is unconstrained by debt 

(~$35m) and generates substantial operating cash flows (~$125m) - more than enough to cover 

existing obligations. Regis remains our preferred gold exposure. 

 

Detractors 

 

Village Roadshow shed 18% as volume growth within its theme park and cinema divisions remained 

softer than expected. Adverse weather and an unappealing movie schedule weighed on the 

respective arms. Despite the early underperformance, we expect shares in Village to turn around in 

the second half as aforementioned drivers, given their seasonal qualities, revert in the firm’s favour. In 

other words, we expect weather patterns to normalise and new film releases to be more attractive. In 

addition to this, we expect the weakening dollar to deliver a positive hit to the bottom line as tourist 

traffic climbs. Our investment thesis remains unchanged. 

 

Skilled Group was down 24% following the unexpected collapse in the price of oil. As a provider of 

engineering labour, the company relies on sustained demand from extraction hubs as a source of 

revenue. However, with this latest macro upset, profitability has become challenged as forward 

investments look set to be pared back. This is no doubt a setback but while the fundamentals of 

commodities contracting are in decline, valuations remain compelling. We believe Skilled Group is 

being aggressively punished by association and should, once volatility fades, re-rate to a more 

reasonable level.  
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Strategy and outlook 

 

While the portfolio lost a little ground in December and underperformed the index, it remains ahead of 

its benchmark for the calendar year. Stock-specific issues drove December’s underperformance. For 

example, Village Roadshow weakened as management warned movie financing could come under 

pressure if illegal downloading persisted. The Federal Government has given internet service 

providers and entertainment companies a deadline to come up with a solution. Skilled Group and 

Cover More Group also dragged on performance. The portfolio’s lack of exposure to energy was 

beneficial.  

We took part in two IPOs in December - Aconex and Ooh Media. Aconex provides sophisticated 

software for the construction industry and is well placed to translate its domestic success into global 

growth. Ooh Media enjoys structural growth opportunities in outdoor digital advertising. With little in 

the way of thematic drivers, we believe the environment remains ripe for stock picking. The portfolio is 

based around companies that combine strong or improving cash flow with reasonable valuations. In 

particular, we are looking for companies that offer niche products, robust franchises or compelling 

turnaround stories. We are minimising exposure to resource-related companies, which are also 

suffering from a trend by the big miners to bring services in-house. We are also underweight the 

property sector. 

At this stage, the market looks likely to be earnings-led. While the market expects earnings growth to 

be mid-single digit in FY15, the good news is that these predictions seem more realistic than has 

been the case in the past, leaving less scope for disappointment. Monetary policy remains supportive, 

with little likelihood of rate hikes while growth remains tepid as the economy is weaned off its 

resources dependency.  
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International Shares 

Market review 

Global equities had another weak month, driven lower by falling energy prices and continuing 

concerns around recovery in Europe. However, a falling Australian dollar meant positive returns for 

Australian investors, with the MSCI World ex-Australia Index gaining 2.63%. 

The US markets were slightly negative after reaching record highs, with the S&P500 index falling 

0.4%. The more defensive sectors drew the majority of the losses.  

European markets were negative with the European Stoxx index 50 down 3.4%, driven down early in 

the month on general fear of disinflation and resurgent troubles in Greece. The UK was the only bright 

spot with some strong sales data published towards the end of the month.  

Asian markets fared better, with Chinese ‘H’ shares returning 7.5%. Japan was slightly negative with 

the Nikkei returning -0.1%. Overall growth continues to be relatively good but questions remain over 

the Chinese growth rate this year and whether the weaker yen will drive growth in Japan. 

The Australian dollar ended the month lower against most currencies. The biggest fall was against the 

US dollar, ending the month at US81.75c for a 3.9% fall, but it also fell against the pound (-3.6%) and 

the Euro (-1.2%). 

 

Portfolio performance 

The BT Wholesale Core Global Share Fund returned 2.90% (post fee, pre-tax) in December 2014, 

outperforming its benchmark by 0.27%.   

The Fund outperformed its benchmark due to strong performance in our US and European stock 

positions; while our Canadian and developed Asian positions performed in line with their regional 

benchmarks.  

Outperformance in Europe was driven by the strong performance momentum in both stock and 

industry selection, along with company quality signals. Offsetting this were weak performances in the 

industry-level valuation and stock-level quality themes.  

Outperformance in the US was the result of positive returns due to relative valuation measures, at 

both the stock and industry selection levels, outweighing weak results from the momentum and 

company quality approaches.  
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Sector positioning underperformed mildly over the month, with our tilt towards health care and tilt 

away from consumer discretionary the predominant sources of underperformance. Stock positioning 

within sector groups drove overall outperformance, most notably within industrials.   

At a stock level, the strongest positive contributions came from overweight positions in:  

 Biogen Idec, a US-based biotechnology company 

 Electronic Arts, an American video game developer & distributor  

 Royal Caribbean Cruises, a Norwegian/American global cruise company 

The largest detractors were overweight positions in:  

 UniCredit Group, an Italian banking & financial services company 

 Iberdrola, a Spanish based multinational electricity utility;  

 and Merck, a US-headquartered pharmaceutical multinational. 

 

Strategy and outlook 

 

Entering January, the Fund maintains its largest tilts towards health care and information technology 

sector while holding underweights in the consumer discretionary and consumer staples sectors.  

 

Thematically, we are mildly tilted towards higher-quality companies with positive momentum and 

away from cheaper industry peers in the European markets. Whereas in Japan and the US, our active 

stock positioning is tilted towards cheaper companies, as intra-industry valuation spreads look more 

attractive.  
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Australian Fixed Income 

Market review 

 

During December Australian three-year bond yields fell by 29 basis points to 2.11% and ten-year 

yields declined by 28 basis points to 2.77%, with the 3-10s yield curve steepening slightly to 66 basis 

points.  

Overall the global economy continued to grow at a moderate pace. The Reserve Bank of Australia left 

the cash rate unchanged at 2.5% at its December meeting. It noted the US economy continues to 

strengthen while the Euro area and Japan weaken. China’s growth has generally been in line with 

policymakers’ objectives yet faces challenges from weakening demand in its property market in the 

near term. The Reserve Bank believes a lower exchange rate is needed to achieve balanced growth 

in the economy.  

The economy grew at 0.3% in the third quarter with activity in the non-mining sector still subdued. 

Housing finance continued its growth and investor finance accounted for more than half of new 

housing finance. Wages and salaries rose just 2.7% over one year. November retail sales rose solidly 

and nearly every category improved in the month. While employment recorded a strong month, the 

unemployment rate continued rising to 6.3%. 

 

Portfolio performance 

The BT Wholesale Fixed Interest Fund returned 1.87% in December 2014 (post-fees, pre-tax), 

outperforming its benchmark by 0.18%. 

In the alpha overlay, gains were mainly from Curve and FX strategies. The Government bond 

component outperformed its benchmark with positive contributions from Cross-market and Duration 

strategies. The Credit component outperformed its benchmark, with a positive contribution from a 

curve position, underweight in the supranational sector and overweights in infrastructure and utility 

bonds. 
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Strategy and outlook 

 

Our outlook remains consistent with prior months in that we expect continuing slow growth. However, 

there are a number of risks we are monitoring globally: the Greek elections and its possible exit from 

the euro, the effect on lower oil prices on crude-exporting emerging market economies, and slowing 

economic growth in China. 

The Reserve Bank believes the appropriate policy settings are in place and it is now a matter for 

‘animal spirits’ to kick in to start supporting domestic economic growth via increased business 

investment. Despite the fall in the currency we do not see the conditions in place for non-mining 

business investment to increase meaningfully, and following weak Gross Domestic Product data, 

expect the Reserve Bank to ease policy in the first half of 2015.     
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International Fixed Income 

Market review 

The US Federal Reserve raised its third quarter Gross Domestic Product estimations to 5.0% 

following strengthening economic activity. The Financial Open Markets Committee noted increasing 

utilisation of labour resources, moderately rising household spending and advancing business fixed 

investment. Non-farm payrolls posted solid growth of 321,000 while the unemployment rate remained 

steady at 5.8%.  

Federal Reserve officials publish their forecasts for the central bank’s key interest rate on a chart 

known as the 'dot plot.' Each dot shows where a Fed official expects interest rates to be by the end of 

the calendar year. The “dot plot” shows the median expectation of Committee members to be four, 25 

basis point, hikes throughout 2015. Inflation remains below the long-run target, reflecting sharp falls in 

energy prices while the recovery in the housing sector remains slow.  

In Europe, the November final euro-area composite Purchasing Managers Index decreased by 0.9 

points to 51.1 while both the manufacturing and services components turned out to be weaker than 

the flash readings. Lower energy prices drove the inflation rate to 0.3% and the PPI continued to fall.  

Over the month, US bond yields were unchanged. UK and Japanese bond yields declined 17 and 9 

basis points respectively. Australian bond yields outperformed the US by 29 basis points. The 

Australian dollar depreciated and the trade weighted index fell by 2.49% over the month.  

 

Portfolio performance 

The BT Wholesale Global Fixed Interest Fund returned 1.14% in December 2014 (post-fees, pre-tax), 

outperforming its benchmark by 0.06%.The physical allocation to domestic credit added to the 

outperformance. The PAFI overlay delivered a marginally positive result with strong performance in 

FX offset by losses within the Duration strategy. 

Strategy and outlook 

Even while the US economy strengthens, the Federal Reserve is likely to be patient with rate hikes to 

avoid policy error and stirring overreaction from the market. In the coming year we are watching 

developments in the Eurozone, where the European Central Bank may implement another round of 

quantitative easing and rising anti-euro sentiment may reactivate the debate of whether countries 

should remain within the Eurozone. While falling oil prices are regarded a positive factor to the global 

economy for now, their impact remain uncertain - increased pressure on energy exporting economies 

may result in sovereign default risks and intensified geopolitical conflict.   
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Credit 

Market review 

Global growth concerns exacerbated by the oil price dipping below $60/barrel during the month left 

cash credit market spreads flat over December. Regional economies around the globe continued to 

diverge - the US reports stronger employment data while on the other hand Eurozone growth looks 

increasingly anaemic.   

The fall of the global oil price in December reflects a greater supply demand issue. Consumption in 

global developed markets remains consistent and yet North America has significantly increased shale 

oil and gas production. In response, Saudi Arabia has maintained production levels in an attempt to 

retain global market share.  

In other commodities, the iron ore price dropped from $70/tonne at the start of the month to end at 

$66.40 on an imbalance between supply and demand - Australian supply is continuing to increase as 

property sector-led Chinese demand wanes.   

During the month, these issues saw the resource sector spread-to-swap widen, underperformed only 

by investment banks. Supra-nationals were one of the best performing sectors as investors looked to 

purchase highly rated bonds that were supported by a strong technical bid. Credit default swaps were 

wider by month end. The Australian iTraxx, the US CDX, and Euro Main indices all finished 5 basis 

points wider over the month of December.  

 

Portfolio performance 

The BT Wholesale Enhanced Credit fund returned 1.43% in December 2014 (post-fees, pre-tax), 

outperforming the benchmark by 0.05%.  

The positive performance came from active overweight positions in select European supra-nationals 

in the 5-7 year tenor, while negative performance stemmed from positions in lower-rated utilities and 

an underweight in Washington-backed supra-nationals. 

Activity over the month was subdued as systemic risk movements overshadowed idiosyncratic risk. 
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Strategy and outlook 

In the near term, risk markets will be impacted by weakening commodity prices and their implications 

for global growth. Weakening crude oil prices have already triggered fears global growth is waning, 

which will likely build pressure on both sovereigns and corporates as top line revenues weaken.  

We expect volatility will increase throughout 2015 as central bank actions diverge from region to 

region in response to varying growth outlooks. With the most recent data indicating stalling global 

growth, the European Central Bank is expected to more aggressively pursue monetary easing 

through sovereign bond purchases to stave off the threat of recession. In contrast, employment and 

broader economic data in the US is strengthening and the Federal Reserve is likely to increase cash 

rates in 2015. As data is released over the year, shifting expectations around the timing and extent of 

the Federal Reserve’s next step will be a key source of market volatility. 

We believe it prudent to take a neutral view on macro credit in the near term. Our technical indicators 

turned neutral during November and we remain cautious of the global growth outlook slowing and 

headwinds from geopolitical risk. We maintain a more sanguine view in the medium to longer term, 

but anticipate near-term volatility could be injurious to credit performance; on a spread to swap basis 

the domestic credit index has widened marginally over the past three months.  

As companies continue to drive margins with soft top-line growth, we remain positive on global growth 

underpinning corporate creditworthiness.  

Domestically, we see growth stagnating and recommend a defensive approach flat with overweights 

in operationally resilient sectors such as utilities, staple industrials and infrastructure. As we don’t 

foresee a strong compression of spread to swaps as experienced in prior years, the logic behind this 

positioning is that these sectors will provide higher yield to index returns. 
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Cash 

Market review 

Given the outlook for growth and inflation, the Reserve Bank of Australia left the cash rate unchanged 

as it believes a period of stability in interest rates is the most prudent course. Despite the exchange 

rate trading at lower levels, the Bank believes it is overvalued given the significant decline in key 

commodity prices. 

 Falling commodity prices are seeing inflation forecasts in most countries revised lower. It has also 

affected Australian Government revenues, with the Mid-Year Economic and Fiscal Outlook (MYEFO) 

showing significant deterioration in the Federal Government’s revenue projections and the 2014-2015 

deficit increasing from $29.8bn to $40.4bn. The iron ore price ended the year 47% lower while the oil 

price continued its sharp decline, falling by just under 20% in December and around 45% over the 

year.  

Third quarter Gross Domestic Product (GDP) data was weaker than expected, with the economy 

expanding 0.3% for the quarter against expectations of 0.7%, resulting in an annual growth rate of 

2.7%. Real gross domestic income, which we view as a better indicator for where the economy is 

currently at, fell by 0.4% for the quarter to be just 0.8% higher over the year.  

The NAB Business Survey showed a pull back in business conditions, which fell from 13 to 5. This 

was not unexpected as the prior month recorded an unusually large surge at the same time business 

confidence declined. Even the drop combined with the currency decline failed to produce an 

improvement in conditions and confidence is now at its lowest level since mid-2013. The Survey 

reflects a weak labour market and suggests further rises in the unemployment rate.  

Labour market data showed the unemployment rate increased by 0.1% to 6.3%. Part time 

employment was the predominant driver of employment growth in November, accounting for 40,800 

of the 42,700 jobs. Other labour indicators (employment in the NAB business, ANZ job ads) reflect a 

stable but soft labour market.    

The market is now pricing an interest rate cut by the Reserve Bank by July and a 50% probability of a 

further cut by the end of the year. This follows on from the weaker than expected Gross Domestic 

Product data and a number of prominent market economists changing their call during the month from 

no change to further easing from the central bank. 

Australian bond yields rallied strongly, with three and ten year bond yields falling by 29 and 28 basis 

points to end the month at 2.11% and 2.77% respectively. The Australian market significantly 

outperformed US Treasuries, which saw yields move higher in the shorter part of the curve as the 

market priced in an increasing probability that the Federal Reserve will start tightening monetary 
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policy in 2015, albeit from a very accommodative setting. Australian 90 day bank bill yields were 

slightly higher at 2.77%. The Australian dollar fell 3.2 to approximately 82.0 against the US dollar.  

December was a volatile month for credit markets with weakness triggered by the prospect of a Greek 

election, oil prices bringing Russia’s financial leverage into question and weak Chinese and Japanese 

economic data dragging down sentiment. Credit markets recovered mid-month with strong economic 

data from the US supported by the Federal Reserve affirming it will remain patient in hiking rates. 

The Australian iTraxx index (Series 22 contract) traded in a 13 basis point range finishing the month 5 

basis points wider at 95 basis points. Physical credit spreads held up well and were flat to a few 

points tighter across most sectors.   

 

Portfolio performance 

 

Managed Cash 

The BT Wholesale Managed Cash Fund returned 0.22% in December 2014 (post fee, pre-tax), 

underperforming the benchmark by 0.01%.   

Portfolio positioning remains consistent with prior months and the fund remains highly liquid. The 

weighting to A-1 rated issuers was increased in September; this exposure offers a higher margin and 

is more liquid than term deposits, which are no longer breakable under APS210. Asset-backed 

commercial paper continues to offer an attractive spread relative to bank bills, although the weighting 

in the fund is likely to reduce as commercial paper issuance in the market declines and spreads 

tighten. The weighted average maturity of the fund was 64 days at the end of the month.  

 

Enhanced Cash 

The BT Wholesale Enhanced Cash Fund returned 0.29% in July 2014 (post fee, pre-tax), 

outperforming its benchmark by 0.06%.  

Positive performance came from the financials, mortgage backed securities and industrials sectors. 

The portfolio has outperformed its benchmark by 0.75% over the past 12 months.  

Activity during the month included adding to industrials exposure funded out of cash. As at the end of 

the month, the portfolio had a credit spread of 67 basis points over bank bills, interest rate duration of 

0.14 years and credit spread duration of 1.62 years. 
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Strategy and outlook 

While our outlook remains consistent with prior months there are a number of risks we are monitoring 

globally, including the Greek elections, falling commodities prices that may impact some emerging 

market governments and lower-rated energy companies, and slowing economic growth in China.   

The Reserve Bank believes the appropriate policy settings are in place and it is now a matter for 

‘animal spirits’ to kick in and start supporting domestic economic growth via increased business 

investment. With no Reserve Bank meeting in January the key domestic economic data release will 

be fourth quarter inflation. Despite the fall in the currency we do not see the conditions in place for 

non-mining business investment to increase meaningfully, and following weak Gross Domestic 

Product data, expect the Reserve Bank to ease policy in the first half of the year.     

 

The fundamentals of high grade credit are positive with leading indicators supportive, balance sheets 

strong, earnings positive and high yield defaults low. Given global central banks’ commitments to 

maintain stimulatory monetary policy we are constructive on credit markets. There are however a 

number of risks (apart from those detailed above) including the impact of a rise in the Feds Funds rate 

(when it eventually occurs) on markets, increased shareholder friendly activity to the detriment of the 

balance sheet (share buy backs, increased dividend payments and merger and acquisitions) and the 

quantity of corporate bond issuance versus smaller dealer inventory capacity which may create future 

liquidity issues.  
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Australian Property 

Market review 

 

The S&P/ASX 200 REIT Index surged 4.5% in December, outperforming the broader ASX 200 by 

2.4%. This was the seventh consecutive month of REIT outperformance with the sector up 27% for 

CY14, outperforming the broader market by 21.4%.  

 

There were four catalysts for the strong REIT performance; all of which point to lower rates for most 

major markets:  

 

1. In Australia, the 10 year bond yield compressing by -26 basis points to 2.73%.  

2. The Bank of Japan ramping up its QE program with increased bond purchases as well as 

ETF’s and JREITs. This was highly supportive of yield stocks.  

3. November also seeing the first cut to benchmark rates in China since 2012, with the one year 

deposit rate falling to 2.75% (from 3%).   

4. Growing expectations of a full European quantitative easing programme of government bond 

buying. 

 

The major REIT news for the month was continued merger and acquisition activity;  the most notable 

of which was 360 Capital proposing a bid for Australian Industrial REIT. There were also several 

asset disposals, enabling well-managed REITS to free up capital and benefit from strong prices. 

Transactions included ING Office’s sale of Bastion Tower (its sole remaining international asset) and 

the Mirvac sale of a half interest of 2 Riverside Quay in Melbourne.  

 

Australian and US 10 year bond yields were low over December, with the key Australian 10 year bond 

ending at 2.73%. Declining bond yields are highly supportive of the REIT sector, which normally 

trades in yield terms at approximately 1.8% above the bond yields. So, lower bond yields mean lower 

REIT yields, implying potential for higher prices. 

 

On the domestic front, the Reserve Bank of Australia left interest rates on hold for the fifteenth 

consecutive meeting. Importantly, several leading economists began to forecast rate cuts during 2015 

which highlights that the domestic economy is slow.  
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Portfolio performance 

The BT Wholesale Property Securities Fund returned 4.44% in December 2014 (post-fee, pre-tax), 

underperforming its benchmark by 0.05%.    

Positive attribution came from our positions in Westfield (up on weaker currency), Novion (fully 

valued), and Dexus (down on weak rental growth) while negative attribution came from our positions 

in BWP (up on higher distribution forecast) and Australian Agricultural.  

 

Attribution 

 

Trust Positive Trust Negative 

Westfield Corporation 0.10% BWP Trust -0.11% 

Novion Property Group 0.09% Australian Ag -0.10% 

Dexus Property Group 0.07% Aspen Group -0.08% 

GPT Group 0.06% Scentre Group -0.06% 

Centuria Metropolitan REIT 0.03% Lifestyle Communities Limited -0.04% 

 

Portfolio changes 

During December we added a new IPO stock, Centuria Metro REIT, a high-yielding office REIT that 

offers a focused management team and some upside from change of use. We funded this by selling 

Stockland, Scentre Group and Federation. 

 

Top ten active positions 

 

Overweight Underweight 

Westfield Corporation Novion Property Group 

GPT Group Dexus Property Group 

Australian Ag BWP Trust 

Goodman Group Cromwell Property Group 

Arena REIT Charter Hall Retail REIT 

 

Strategy and outlook 
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The sector is priced on an FY15 dividend yield of 5.1%, FY15 AFFO yield of 5.7% and a PE ratio of 

16.8 times. Earnings and balance sheets are stable with sector gearing currently standing at 32%. We 

expect supportive funding costs, positive spread investing and cost cutting to drive earnings and the 

performance of the sector in the medium term. Given AREITs do not have the lowest cost of capital (a 

mantle held by both pension and sovereign funds) we would not expect significant equity capital 

issuance for some time.  
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International Property  

Market review 

Performance of the global property securities market ex-Australia as measured by the UBS Global 

Real Estate Investors Index rose 1.46% during December. North America posted the highest returns, 

while Europe and Asia were also in positive territory. In Europe, Austria was the weakest performer, 

followed by Norway and Finland, while Italy and Germany were the only countries to post a gain. In 

Asia, results were mixed. Hong Kong and Singapore were in negative territory, while New Zealand 

and Japan posted gains. In North America, Canada posted negative returns while the US was 

positive.  

 

Portfolio performance 

The BT Wholesale Global Property Securities Fund returned 1.67% in December 2014 (post-fee, pre-

tax), outperforming its benchmark by 0.21%. 

The North America portfolio returned 2.00% in December before fees, outperforming the UBS North 

America Investor’s Index by 15 basis points. Slight outperformance relative to the benchmark was 

attributable to positive stock selection results, which were partially offset by negative sector allocation 

results. 

In terms of stock selection, results were strongest in the diversified, office, and industrial sectors and 

were weakest in the regional mall, apartment, and health care sectors. Among the portfolio’s holdings, 

top positive contributors to relative performance included an overweight position in outperforming 

Gramercy Property Trust (GPT) and Chatham Lodging Trust (CLDT), and a lack of exposure to 

underperforming Digital Realty Trust (DLR). Detractors included a lack of exposure to outperforming 

General Growth Properties (GGP) and overweight positions in underperforming Boardwalk REIT 

(BEI.U) and Dream Office REIT (D.U). Negative sector allocation results were mainly driven by the 

portfolio’s overweight to the underperforming storage and office sectors, as well as an underweight to 

the outperforming triple net lease sector. 

The European portfolio returned 1.08% in December before fees, outpacing the regional UBS 

benchmark by 53 basis points. Strong outperformance relative to the benchmark was attributable to 

both positive stock selection and country allocation results. In terms of stock selection, results were 

strongest in the United Kingdom, Switzerland, and Finland and were weakest in Germany, Austria, 

and France. Among the portfolio’s holdings, top contributors to relative performance included 

overweight positions in the outperforming Deutshe Annington Immobilien SE (Germany) and Great 

Portland Estates Plc. (U.K.), and a lack of exposure to underperforming Intu Properties Plc. (U.K.). 
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Detractors included an underweight position in outperforming Gagfah SA (Germany) and a lack of 

exposure to outperforming LEG Immobilien AG (Germany) and F&C Commercial Property Trust 

(U.K.). Positive country allocation results were mainly attributable to the portfolio’s underweight to the 

underperforming Austria and Netherlands. 

The Asia portfolio returned 1.02% in December before fees, outperforming the regional UBS 

benchmark return by 4 basis points. Performance relative to the benchmark was driven by positive 

country allocation results, which were offset by negative stock selection results. Regarding country 

allocation, slight positive results were mainly driven by the portfolio’s overweight to the outperforming 

Japan and underweight to the underperforming Hong Kong. In terms of stock selection, results were 

weakest in Hong Kong and Singapore and strongest in Japan. Among the portfolio’s holdings, top 

individual contributors to relative performance included overweight positions in the outperforming 

Nomura Real Estate Office Fund (Japan), Advance Residence Investment Corp. (Japan), and Keppel 

DC REIT (Singapore). Top detractors included an underweight position in underperforming Perennial 

Real Estate Holdings Ltd. (Singapore) and a lack of exposure to outperforming Mori Trust Sogo REIT 

(Japan) and Premier Investment Corp. (Japan). 

Strategy and outlook 

 

North America –  The low-yield environment has been good to the US REIT sector, as it returned 

14.2% during the fourth quarter alone, capping an extremely strong year where the sector delivered 

total returns just over 30%. As of the end of December, US REITs are slightly above long term 

normalized valuations but nowhere near the extremes seen in the 2011-12 period. REITs continue to 

look relatively expensive versus other equities, slightly above normal versus the underlying real estate 

and substantially more attractive than usual versus bonds as REIT dividend yields offer a healthy 

spread to bond yields. Along with this yield cushion, earnings growth should offset the impact of slow 

to moderate increases in interest rates, though we do expect some volatility in the REIT market near 

Fed policy decisions. Going forward, we expect gains to be driven more by these improving earnings 

fundamentals than by additional multiple expansion. 

Real estate fundamentals continue to support earnings growth for the REITs. Apartment vacancy 

levels have levelled off at healthy levels, but vacancy rates in other property types continue to trend 

downward slowly. Supply risk continues to be limited on a national level, with only the apartment 

sector back to long-term construction averages. A few select office and industrial markets are also 

seeing some supply growth, but it is generally being built to fill very strong demand in these same 

markets. More encouragingly, rents are now moving up in all property types, and some longer-lease 

property types are transitioning into an environment where leases will be signed at higher rents than 

the in-place ones, providing a boost to net operating income. We expect high single digit earnings 

growth across the REIT sector in 2015. 
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Europe – The current low interest rate environment is positive for a stable yielding asset class like real 

estate. The gap between property yields on the one side and bond yields and real estate financing 

costs on the other side continues to be high. The overall risk of declining rents is limited as new 

supply of assets is low in most markets. A deflationary environment would be a negative for property 

equities in Continental Europe, however, as the leases are linked to inflation. Overall, European 

REITs are trading at a 9% premium to net asset values. European REITs offer an attractive, relatively 

low risk, and growing earnings yield of 4.8%, and the dividend yield is 3.5% as not all earnings are 

paid out as dividends. 

Asia – With the strong outperformance by JREITs this year, valuations in Japan are the most 

expensive within our investment universe. However, we do expect valuations to remain elevated due 

to the Bank of Japan’s purchase program, which acts somewhat as a “back-stop” to share price 

performance. The average dividend yield for JREITs is over 250 basis points higher than the 

Japanese government bond yield, and this remains an attractive asset class to pure yield investors.  

Valuations in the rest of the region are at a small discount to fair value. Property fundamentals remain 

positive with strong demand for assets across the region, particularly in Japan and Australia where 

cap rates are still trading at an attractive spread over bond yields. This continues to drive cap rate 

compression in these countries. Rents are improving as vacancies are showing improvement across 

the region, supporting growth in asset values. We expect currency risk to be a likely headwind to US 

dollar returns for the region with Asian currencies expected to remain weak.  

Active Balanced  

Market review 

Defensive sectors led the performance of the Australian share market (+2.04%) in December with 

Health Care returning 5.6%, Telecommunications 4.3% and Industrials 5.3%. The weakest performer 

was the Consumer Discretionary sector (-2.5%), with many retail brands struggling to deliver on 

expectations over the Christmas period. Despite heavy falls in some resources stocks, the Energy 

sector overall was down just 1.7%. Overall the S&P/ASX 200 accumulation index closed the year with 

a positive return of 5.3%. 

Falling commodities prices and concerns around the recovery in Europe saw global equities post 

another weak month, however the weak Australian dollar boosted returns for Australian investors with 

the MSCI World ex-Australia Index gaining 2.63%. 

US markets were slightly negative after posting record highs, with the S&P 500 Index falling 0.4%, 

driven by losses in some of the more defensive sectors.   
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In Europe markets were negative with the Euro Stoxx 50 down 3.4%, driven down early in the month 

with fears of deflation and political troubles stirring in Greece. The UK was the only bright spot with 

some strong sales data published towards the end of the month lifting sentiment.  

In Asia the markets fared better with Chinese H shares returning 7.5%. Japan was slightly negative 

with the Nikkei returning -0.1%. Overall growth has continued at a steady pace, but questions remain 

over the level of Chinese growth in 2015 and whether the weaker yen will support growth in Japan. 

The Australian dollar ended the month lower against most currencies with the biggest fall against the 

US dollar (-3.9%) to end the month at 0.8175, and a -3.6% fall against the pound and -1.2% against 

the Euro. 

The Reserve Bank of Australia left the cash rate unchanged at 2.5% at its December meeting, noting 

a period of stability in interest rates will provide the greatest support for economic growth. While 

expectations are that growth will remain below trend for the next several quarters, the market is 

pricing in potential rate cuts early in the year as poorer economic data and concerns around retail 

sales saw bond yields fall again to end the year at lows not seen since 2012. 

 

Portfolio performance 

The BT Wholesale Active Balanced Fund returned 2.47% (post fee, pre-tax) in December, 

outperforming its benchmark by 0.76%.  

All of our active strategies boosted returns over December, benefiting from strength in domestic and 

global equity markets as well as the domestic property market, which was supported by falling bond 

yields.  

Our Australian equity exposure outperformed significantly above the index (+0.52%), with exposure to 

US dollar stocks and Qantas benefiting from currency movements and the dramatic fall in the oil 

price. Our international equity strategies added 0.46% above the index, where exposures to Asia and 

Europe added the greatest value. 

Overweight positions in government bonds also added to performance over the month as investors 

started to price in rate cuts in Australia and bond purchases by the European Central Bank.  

Our alternatives exposure had a very strong month returning 1.68% above the cash index. Our 

managed futures, macro strategies and pure alpha fixed interest strategies performed well within both 

fixed interest and currency markets. 

From a tactical perspective our overweight global equities and bonds positions added value while our 

underweight oil, copper and gold positions also supported performance. Overall tactical asset 
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allocation contributed a strong 0.50% return for the month. 

 

Strategy and outlook 

While positive in December, the Australian share market faces many headwinds as we enter 2015. 

Falling commodity prices and a weaker domestic growth outlook are concerning for company 

earnings, especially in consumer-facing sectors where there are little signs of a recovery in spending.  

These problems will be exacerbated by growth concerns in Europe and China.  

All eyes are now on the major central banks, particularly in Europe and Japan, where growth outlooks 

are weakest and inflation concerns persist. With the Federal Reserve bringing its asset purchasing 

program to an end and expected to hike rates several times over the year, the European Central Bank 

and Bank of Japan are now the providers of liquidity for the world. We expect to see more policy news 

coming out of Europe over the next few months which will drive the short term outlook for both 

equities and bonds in that region. 

Globally the bright spots are the US and the UK, which are going from strength to strength. 

Unemployment is falling, house prices have been rising, the consumer has been spending and 

consequently retail sales have been strong. The attention now turns to wages, where we have seen 

no growth in hourly earnings as most jobs being created are for lower-paid workers. In the UK we saw 

strong retail sales in December which bodes well for a recovery in 2015. 

We are still reasonably comfortable with our exposure to growth assets as we see potential for 

stronger risk-adjusted returns over the medium term. Our allocation to alternatives helps offset some 

of the risk and has delivered strong risk-adjusted returns with low correlations to equities.  Our bond 

exposures continue to perform well providing good downside cushioning in equity market falls. 

Overall the importance of asset allocation comes to the fore in these volatile times, ensuring 

appropriate diversification across risks as well as assets can help protect portfolios when markets 

start to fall. 
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F YT D 1 year 2 Years 3 Years 5 Years Since

(pa) (pa) (pa) (pa) Incp. (pa)

Australian Shares - All Cap
B T  Who lesale C o re A ustralian Share F und A P IR  - R F A 0818A U

Total Return (post-fee, pre-tax) 2.47 4.21 4.31 4.31 5.65 14.94 15.56 6.62 10.26
Total Return (pre-fee, pre-tax) 2.54 4.42 4.72 4.72 6.48 15.85 16.48 7.46 11.28
Benchmark 2.04 2.94 2.37 2.37 5.30 12.26 14.70 6.48 10.22

B T  Who lesale Imputat io n F und A P IR  - R F A 0103A U

Total Return (post-fee, pre-tax) 2.26 4.25 4.00 4.00 5.58 12.64 14.23 5.71 10.15
Total Return (pre-fee, pre-tax) 2.34 4.48 4.47 4.47 6.53 13.65 15.26 6.66 11.18
Benchmark 2.04 2.94 2.37 2.37 5.30 12.26 14.70 6.48 8.84

B T  Who lesale F o cus A ustralian Share F und A P IR  - R F A 0059A U

Total Return (post-fee, pre-tax) 2.71 5.36 5.31 5.31 7.87 17.09 16.10 6.99 9.07
Total Return (pre-fee, pre-tax) 2.82 5.60 5.75 5.75 8.72 17.99 16.99 7.81 10.16
Benchmark 2.04 2.94 2.37 2.37 5.30 12.26 14.70 6.48 7.29

B T  Who lesale Ethical Share F und A P IR  - R F A 0025A U

Total Return (post-fee, pre-tax) 3.12 5.54 5.50 5.50 7.28 14.77 15.01 5.94 8.65
Total Return (pre-fee, pre-tax) 3.21 5.80 6.01 6.01 8.31 15.87 16.11 6.95 9.72
Benchmark 2.04 2.94 2.37 2.37 5.30 12.26 14.70 6.48 8.06

Australian Shares - Mid Cap
B T  Who lesale M idC ap F und A P IR  - B T A 0313A U

Total Return (post-fee, pre-tax) 3.42 6.55 6.90 6.90 12.22 16.25 16.88 8.83 8.56
Total Return (pre-fee, pre-tax) 3.66 7.13 7.78 7.78 13.85 18.56 19.17 10.94 11.23
Benchmark 3.30 5.16 5.51 5.51 9.83 11.35 11.98 4.43 1.88

Australian Shares - Small Cap
B T  Who lesale Smaller C o mpanies F und A P IR  - R F A 0819A U

Total Return (post-fee, pre-tax) -0.84 -3.96 -1.58 -1.58 -1.62 8.55 12.73 8.11 13.18
Total Return (pre-fee, pre-tax) -0.73 -3.66 -0.96 -0.96 -0.40 9.90 14.14 9.39 14.46
Benchmark 0.47 -3.89 -2.45 -2.45 -3.81 -2.30 0.58 -2.01 7.12

Australian Shares - Micro Cap
B T  Who lesale M icro C ap Oppo rtunit ies F und A P IR  - R F A 0061A U

Total Return (post-fee, pre-tax) 1.07 -0.02 7.00 7.00 12.28 17.84 21.58 16.19 18.08
Total Return (pre-fee, pre-tax) 1.61 1.38 10.09 10.09 18.04 24.94 28.98 22.62 24.05
Benchmark 0.47 -3.89 -2.45 -2.45 -3.81 -2.30 0.58 -2.01 -0.14

International Shares
B T  Who lesale C o re Glo bal Share F und A P IR  - R F A 0821A U

Total Return (post-fee, pre-tax) 2.90 8.22 14.66 14.66 15.59 31.09 25.21 13.45 5.25
Total Return (pre-fee, pre-tax) 3.00 8.49 15.23 15.23 16.70 32.35 26.42 14.51 6.43
Benchmark 2.63 8.16 14.36 14.36 15.01 30.48 24.79 12.50 6.81

Property
B T  Who lesale P ro perty Securit ies F und A P IR  - B T A 0061A U

Total Return (post-fee, pre-tax) 4.44 10.91 13.19 13.19 26.21 15.71 21.41 12.05 7.08
Total Return (pre-fee, pre-tax) 4.49 11.08 13.59 13.59 27.05 16.47 22.18 12.77 7.92
Benchmark 4.49 11.31 12.69 12.69 26.79 16.62 21.78 12.04 6.86

B T  Who lesale Glo bal P ro perty Securit ies F und A P IR  - R F A 0051A U

Total Return (post-fee, pre-tax) 1.67 12.03 10.86 10.86 27.15 16.10 19.18 16.51 10.59
Total Return (pre-fee, pre-tax) 1.76 12.31 11.39 11.39 28.34 17.19 20.30 17.60 11.59
Benchmark 1.46 12.72 10.80 10.80 28.41 16.58 19.73 17.16 10.14

Fixed Interest
B T  Who lesale F ixed Interest  F und A P IR  - R F A 0813A U

Total Return (post-fee, pre-tax) 1.87 4.94 6.20 6.20 11.33 6.06 6.37 7.41 7.04
Total Return (pre-fee, pre-tax) 1.91 5.08 6.46 6.46 11.88 6.59 6.89 7.90 7.61
Benchmark 1.69 3.96 4.97 4.97 9.81 5.83 6.45 7.33 7.17

B T  Who lesale Glo bal F ixed Interest  F und A P IR  - R F A 0032A U

Total Return (post-fee, pre-tax) 1.14 4.68 6.99 6.99 12.14 6.36 6.78 7.69 7.00
Total Return (pre-fee, pre-tax) 1.19 4.82 7.28 7.28 12.74 6.92 7.33 8.23 7.60
Benchmark 1.08 3.52 5.68 5.68 11.25 6.50 7.07 8.19 7.84

B T  Who lesale Enhanced C redit  F und A P IR  - R F A 0100A U

Total Return (post-fee, pre-tax) 1.43 2.87 4.01 4.01 8.49 6.07 7.19 7.61 6.22
Total Return (pre-fee, pre-tax) 1.47 2.99 4.24 4.24 8.98 6.55 7.67 8.09 6.76
Benchmark 1.38 2.90 3.99 3.99 8.27 5.87 7.15 7.40 6.34

Cash & Income
B T  Who lesale Enhanced C ash F und A P IR  - WF S0377A U

Total Return (post-fee, pre-tax) 0.29 0.78 1.59 1.59 3.44 3.54 4.33 5.10 5.30
Total Return (pre-fee, pre-tax) 0.31 0.85 1.72 1.72 3.70 3.80 4.59 5.37 5.66
Benchmark 0.23 0.69 1.36 1.36 2.69 2.78 3.17 3.83 5.34

B T  Who lesale M anaged C ash F und A P IR  - WF S0245A U

Total Return (post-fee, pre-tax) 0.22 0.65 1.30 1.30 2.59 2.73 3.13 3.77 6.98
Total Return (pre-fee, pre-tax) 0.24 0.71 1.41 1.41 2.81 2.96 3.36 4.00 7.29
Benchmark 0.23 0.69 1.36 1.36 2.69 2.78 3.17 3.83 7.06

B T  Who lesale M o nthly Inco me P lus F und A P IR  - B T A 0318A U

Total Return (post-fee, pre-tax) 1.51 3.14 4.26 4.26 6.60 6.53 6.62 5.84 6.51
Total Return (pre-fee, pre-tax) 1.57 3.31 4.61 4.61 7.30 7.23 7.32 6.48 7.17
Benchmark 0.21 0.63 1.27 1.27 2.53 2.65 3.02 3.66 3.63

Diversified
B T  Who lesale A ct ive B alanced F und A P IR  - R F A 0815A U

Total Return (post-fee, pre-tax) 2.47 6.25 7.84 7.84 10.48 14.12 13.31 7.89 7.82
Total Return (pre-fee, pre-tax) 2.56 6.51 8.36 8.36 11.53 15.21 14.39 8.91 8.91
Benchmark 1.71 4.16 5.40 5.40 9.12 12.05 12.64 7.81 7.55

(%)
1 M o nth 3 M o nths 6 M o nths

Performance as at 31 December 2014  



 

 

 

For more information 
Please call 1800 813 886,  
contact your Business 
Development Representative 
or visit btim.com.au 

All returns calculated by BT Investment Management (Fund Services) Limited, ABN 13 161 249 332, AFSL 431426 (BTIM).  No part 

of this Fund Manager Commentary (Commentary) is to be circulated without this page attached. 

This Commentary is dated 10 January 2015 and has been prepared by BTIM.  The information in this Commentary is for general 

information only and should not be considered as a comprehensive statement on any of the matters described and should not be 

relied upon as such. The information contained in this Commentary may contain material provided directly by third parties and is 

believed to be accurate at its issue date.  While such material is published with necessary permission, neither BTIM nor any 

company in the Westpac Group of companies accepts any responsibility for the accuracy or completeness of this information or 

otherwise endorses or accepts any responsibility for this information.  Except where contrary to law, BTIM intends by this notice to 

exclude liability for this material.   

This Commentary has been prepared without taking into account your objectives, financial situation or needs.  Furthermore, it is not 

intended to be relied upon for the purpose of making investment decisions and is not a replacement of the requirement for individual 

research or professional tax advice.  Because of this, before acting on this information, you should seek independent financial and 

taxation advice to determine its appropriateness having regard to your individual objectives, financial situation and needs.   

BTIM does not give any warranty as to the accuracy, reliability or completeness of the information contained in this Commentary.  

This Commentary is not to be published without the prior written consent of BTIM. An investment in the portfolios referred to in this 

Commentary is not an investment in, deposit with or any other liability of the Westpac Banking Corporation (ABN 33 007 457 141) 

(the Bank) or any other company in the Westpac Group of companies.  BTIM is a member of the Westpac Group.  An investment in 

the funds is subject to investment risk, including possible delays in repayment of withdrawal proceeds and loss of income and 

principal invested.  Neither the Bank, BTIM nor any other company in the Westpac Group stands behind or otherwise guarantees 

the capital value or investment performance of the funds or any particular rate of return.   

Performance data (post-fee) assumes reinvestment of distributions and is calculated using exit prices, net of management costs.  

Performance data (pre-fee) is calculated by adding back management costs to the (post-fee) performance.  Past performance is not 

a reliable indicator of future performance.  The term ‘benchmark’ refers to the index or measurements used by an investment 

manager to assess the relative risk and the performance of an investment portfolio.   

BTIM is the issuer of the following products: 

 BT Wholesale Core Australian Share Fund 

 BT Wholesale Imputation Fund 

 BT Wholesale Focus Australian Share Fund 

 BT Wholesale Ethical Share Fund 

 BT Wholesale Smaller Companies Fund 

 BT Wholesale MidCap Fund 

 BT Wholesale Core Global Share Fund# 

 BT Wholesale Global Fixed Interest Fund 

 BT Wholesale Enhanced Credit Fund 

 BT Wholesale Fixed Interest Fund 

 BT Wholesale Property Investment Fund 

 BT Wholesale Global Property Securities Fund 

 BT Wholesale Managed Cash Fund 

 BT Wholesale Enhanced Cash Fund 

 BT Wholesale Active Balanced Fund 

A product disclosure statement (PDS) is available for each of the above products and can be 

obtained by contacting BTIM on 1800 813 886, by visiting btim.com.au.  You should consider 

the relevant PDS in deciding whether to acquire, or to continue to hold, the product.  BT® is a 

registered trade mark of BT Financial Group Pty Ltd and is used under licence. 

# AQR began managing international equity for BT Financial Group in June 2006. 


