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Australian Shares 

Market review 

The 4.3% rebound in the S&P/ASX300 Accumulation Index saw markets claw back most of the 

September losses. The sharp recovery came on the back of strong US data as third quarter Gross 

Domestic Product growth came in at an annualised rate of 3.5%. The outcome was an encouraging 

boost to investors who began to rotate back into equities as perceptions around a near-term 

steepening US yield curve dissolved. Also bolstering sentiment was the announcement by the Bank of 

Japan that it would increase its own quantitative easing program from ¥50 trillion to ¥80 trillion. 

There were major wins in the industrial space (+5.8%) with Banks (+7.6%) leading the performance 

charts. ANZ and Westpac led with a strong set of full-year results. Diversified Financials 

unsurprisingly gained on leverage to the rising environment while REITs also moved higher on 

declining bond yields. Consumer Discretionary (+4.0%), while lagging broader cyclicals, showed 

strength, largely driven by exposure to gaming stocks. Echo (+15.9%), Tabcorp (+12.7%) and 

Tattersalls (+10.2%) all climbed on better than expected first quarter trading updates. 

Meanwhile, on the commodities front, Resources (-2.0%) slipped on continued weakness in energy 

prices. Liquified Natural Gas (LNG) names including Santos (-5.6%), Origin (-4.7%) and Oil Search (-

3.3%) were hit the hardest despite solid production volumes and waning project development risks. 

Mining conglomerates (including BHP, Rio and Fortescue) outperformed peers on the upper end of 

the cost curve as iron ore stabilised around US$80/t. 

The Reserve Bank left the cash rate unchanged at 2.50% at its November meeting, with themes 

remaining consistent from prior months. The housing market continues to perform strongly, 

particularly in Sydney and Melbourne, and is becoming more of a concern for the Reserve Bank. 

Macro prudential measures that were ruled out by the Reserve Bank previously are now getting more 

attention. Outside of real estate, government spending, while persistent, is not expected to support 

growth and revenues are likely to drop further as mining investment declines. We anticipate domestic 

economic growth to be sub-trend in the near term. 

 

Portfolio performance 

The BT Wholesale Core Australian Share Fund returned 3.88% (post-fee, pre-tax) in October 2014, 

underperforming its benchmark by 0.39%. Positive contributors included Qantas and Woodside 

Petroleum, while 21
st
 Century Fox and Oil Search detracted from relative performance.   

Contributors 

 

Qantas enjoyed strong earnings revisions over the month and was among the market’s best 

performers. Investors were encouraged by further signs that its strategy to restore profit is proceeding 

on track. September data showed an increase in passengers carried and, crucially, improved capacity 

utilisation in both its domestic and international divisions. It continues to benefit from reduced costs 

and from a weaker oil price. At least part of the stock surge in recent months may be from investors 

scrambling to neutralise what has been a consensus underweight position. We remain confident that 

management will return the company to profitability within the next few quarters. 
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Woodside Petroleum delivered solid quarterly operational performance; nevertheless the entire 

energy sector struggled to contend with a weaker oil price. The portfolio’s underweight here helped 

relative performance in October. 

 

Detractors 

 

Our position in 21
st
 Century Fox has done well recently as the Australian dollar has fallen against the 

US dollar. It gave back some of those gains in October as the currency stabilised. We continue to like 

the company for its low-capital intensity growth opportunity and improving cash flow, which we believe 

is underestimated by the market. Our recent meetings with company management bolstered our 

confidence that they will hit their targets in 2015. 

 

Oil Search fell along with the rest of the energy sector as recent weakness in the oil price continued to 

provide stiff headwinds. It is difficult to attribute this weakness to any one cause; it is likely a 

combination of slightly weaker demand, persistent strength in supply and the liquidation of speculative 

oil positions. A seasonal improvement in demand ahead of the northern hemisphere’s winter may 

support prices in the near term. Looking out, we remain very positive on the prospect of strong cash 

flow as supply from Papua New Guinea’s LNG project comes online. The development of this project 

has proceeded faster than expected. 

Strategy and outlook 
 

The portfolio made solid gains in October, with strong contributions from key positions such as 

Qantas, Telstra and Macquarie Group. It underperformed the index due partly to the underweight in 

the major banks, which bounced back from their losses of the preceding month. We believe that the 

major banks offer little valuation support, especially given the probable headwind of higher capital 

requirements as a result of the Financial System Inquiry. Exposure to the Energy sector also dragged 

as oil prices weakened. Our positions in the sector are not predicated on bullish expectations for the 

oil price. Rather, we are looking for meaningful increases in cash flow for specific companies as LNG 

projects begin production in the near term. 

We anticipate a broadly benign environment for Australian equities in the near term, based on 

supportive monetary policy. Although the US Federal Reserve has concluded quantitative easing, 

interest rates are unlikely to rise until we see signs of meaningful wage inflation in the American 

economy. At the same time, the Japanese – and possibly the European – central banks look set to 

keep the quantitative easing tap running. In Australia, there seems little likelihood of rate hikes while 

growth remains tepid as the economy is weaned off its resource dependency. We see little scope for 

a significant change in rates in this environment – barring some geopolitical incident – leaving 

markets likely to be led by earnings. Crucially, earnings growth expectations for FY15 seem 

reasonable now having been scaled back to mid-single digits. This leaves less room for 

disappointment.    
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Smaller Companies 

Market review 

The S&P/ASX Small Ordinaries Accumulation Index remained out of favour (-0.5%) despite a 4.3% 

recovery in the broader index. Yield and quality themes drove the bulk of the difference so junior 

businesses, lacking the attractive payouts of their larger cousins, underperformed amid a market 

seeking more income. Question marks over earnings sustainability also weighed on the sector. 

Resource stocks were the hardest hit in the small cap space (-8.6%). Names such as Beadell  

(-37.0%) bore the brunt of the rotation along with related businesses such as Ausdrill (-32.4%). The 

situation over in Mining and Energy remained negative with a large handful of producers falling on the 

back of falling commodity prices. 

Meanwhile, on the non-mining front, Small Industrials (+1.4%) eked out a reasonable win, driven by 

the defensive trio of Consumer Staples, Utilities and Telcos. Diversified Financials also gained on 

leverage to the rising broader environment while junior REITs moved higher on declining bond yields. 

The Reserve Bank left the cash rate unchanged at 2.50% at its November meeting, with themes 

remaining consistent with prior months. The housing market continues to perform strongly, particularly 

in Sydney and Melbourne, and is becoming more of a concern for the Reserve Bank. Macro 

prudential measures that were ruled out by the Reserve Bank previously are now getting more 

attention. Outside of real estate, government spending while persistent is not expected to support 

growth and revenues are likely to drop further as mining investment falters. We anticipate domestic 

economic growth to be sub-trend in the near term. 

 

Portfolio performance 

The BT Wholesale Smaller Companies Fund returned 0.74% (post-fee, pre-tax) in October, 

outperforming its benchmark the S&P/ASX Small Ordinaries Accumulation Index by 1.28%. Positive 

contributors included Vocation and UGL, while negative attribution came from Super Retail and 

Transfield.  

 

Contributors 

Vocation (-61.9%) is an education business that leverages government subsidies to turn a profit. 

Subsidies are uncapped so higher earnings are a function of greater student intake. However, 

recently a state audit concluded that Vocation had been enrolling students in inappropriate courses in 

an effort to secure bigger profits. As a consequence of the inquiry, the company was forced to 

surrender $19.6m of withheld funding to the Victorian Department of Education. This was a massive 

hit to the bottom-line. We held no position in Vocation. 
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UGL (+14.3%) has, for the past three years, trended lower as engineering project work dried up amid 

a cycle of declining commodity prices. For some time we considered the stock too expensive but 

recent intentions to jettison costs combined with a depressed share price has pushed the company 

into undervalued territory. At the time of writing, management has confirmed sale of its property 

services arm DTZ. This is a positive development in the company’s turnaround phase. We rate UGL’s 

outlook positively but will keep a close eye on the impact of cost overruns at the Ichthys Project. 

 

Detractors 

 

While Super Retail (-11.8%) continued to struggle in Leisure, like-for-like sales for Auto (Super 

Cheap) and Sports (Rebel) improved in the first 16 weeks of trading. Cannibalisation and softer 

demand from communities impacted by the mining slowdown remain features of the competitive 

landscape but underperformance to date has been, in our opinion, somewhat of an overreaction 

especially given these were preannounced. Looking through the result, we remain positive on 

management and the tabled strategies for turnaround. 

Shares in Transfield leapt 27.9% after it was announced that Spanish conglomerate, Ferrovial, had 

made a conditional $1.95 per share bid for the company. Transfield is an engineering business 

leveraged to the commodities cycle. While earnings and balance sheet strength has been better-than-

expected we question the long term value in a name exposed to deep structural headwinds. We did 

not hold Transfield stock. 

 

Strategy and outlook 

 

The portfolio outperformed its index in October, posting small gains as the broader index declined. 

Positions in the Health Care and Capital Goods industries made solid contributions. The lack of 

exposure to Materials – which continues to contend with weaker commodity prices – also helped drive 

performance.  

There remains little in the way of thematic drivers in the market outside of broad investor antipathy to 

the mining-related industry. This remains an environment that rewards stock picking and we continue 

to focus on 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. At the moment, we are finding opportunities in the Media, Leisure and Capital 

Goods industries. 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. 

We anticipate a broadly benign environment for Australian equities in the near term, based on 

supportive monetary policy. Although the US Federal Reserve has concluded quantitative easing, 

interest rates are unlikely to rise until we see signs of meaningful wage inflation in the American 

economy. At the same time, the Japanese – and possibly the European – central banks look set to 

keep the quantitative easing tap running. In Australia, there seems little likelihood of rate hikes while 

growth remains tepid as the economy is weaned off its resources dependency. We see little scope for 

a significant change in ratings in this environment – barring some geopolitical incident – leaving 

markets likely to be led by earnings.  
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International Shares 

Market review 

Global equity markets were mixed with the MSCI World ex Australia Index returning 0.05% for 

October as US markets strengthened. This was offset by lower European markets and a slightly 

stronger Australian dollar. 

The S&P500 moved higher (+2.3%) with strong economic data - unemployment fell, the growth 

outlook was positive  - while the US Federal Reserve also confirmed it would cease its bond 

purchasing program at the end of October.  

In Europe most markets were negative at month’s end as concerns over falling inflation numbers, 

weak growth and recession rumours circulated off the back of weak second quarter Gross Domestic 

Product data from Germany, where industrial production fell and the Auto industry posted weak 

results. The economies hardest hit by poor sentiment included France (-4.15%), Germany (-1.6%) 

and the UK (-1.2%). 

Asian share markets were buoyed by strong performance from Hong Kong shares, which posted its 

biggest monthly gains since July. This reflected the strength of the Chinese market and greater risk 

appetite from investors as US growth data strengthens. The Hang Seng Index closed positive (+4.6%) 

and Japan’s equity market posted relatively strong gains with the Nikkei +1.4% after the Bank of 

Japan announced further stimulatory policies. 

The Australian dollar finished slightly higher against the US dollar rising 0.6% to end the month at 

0.8798USc. It was higher against the Euro (+1.4%) and Sterling (+1.9%). 
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Portfolio performance 

The BT Wholesale Core Global Share Fund returned –0.40% (post fee, pre-tax) in October 2014, 

underperforming its benchmark by 0.35%. October saw negative performance from the US portfolio, 

while the European portfolio outperformed and the Japanese strategy performed in line with its 

benchmark. 

In the US, negative performance in our momentum and quality signals outweighed positive 

performance in our relative valuation themes. Outperformance in Europe was driven by our 

momentum signal outweighing negative performance in our stock-level and industry-level valuations. 

Flat performance in Japan was due to positive performance in our momentum and investor sentiment 

signals offset by negative performance in our valuations.  

Sector positioning produced flat results over the month as a tilt towards Energy detracted from 

performance, offset by gains from an overweight to Health Care stocks. Stock positioning was the 

main source of underperformance, with our positions strongest within Industrials and weakest within 

the Health Care sector.   

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

 American Airlines, 

 Electronic Arts; and 

 Edwards Lifesciences, a US based medical device developer specialising in heart treatments. 

 

Largest detractors were overweight positions in:  

 LyondellBasell, an American multinational chemical company,  

 Baker Hughes, a multi-national oilfield services company; and  

 Halliburton, an American multinational oilfield services company.  

 

Strategy and outlook 

Entering November, the Fund maintains its largest tilts towards the Health Care and Energy sectors 

and tilts away from the Financials 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. 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 

Australian three-year bond yields fell by 15 basis points to 2.56% and the ten-year yields declined by 

19 basis points to 3.29%, with the 3-10s yield curve flattening to 73 basis points. 

The Reserve Bank of Australia left the cash rate unchanged at its October meeting. Themes 

remained consistent with prior months’ statements: commodity prices have declined further; the 

labour market has a fair degree of slack; the exchange rate remains high and is offering less 

assistance than expected; and the bank sees the most prudent course as being a period of stability in 

interest rates. The bank sees global growth continuing at a moderate pace and China’s growth to be 

in line with policymaker’s objectives, although the weakening property market in China may present a 

challenge in the near term.  

Third quarter inflation was a little higher than expected, with an annual inflation rate of 2.3%. Labour 

market indicators such as ANZ Job Ads, the NAB Business Survey and wage inflation data confirmed 

a stable, but quite weak employment market. The NAB Business Survey showed business conditions 

softening, although remaining in positive territory. 

 

Portfolio performance 

The BT Wholesale Fixed Interest Fund returned 1.30% in October 2014 (post-fees, pre-tax), 

outperforming its benchmark by 0.34%. 

In the alpha overlay, gains were mainly from duration and cross-market strategies. The Government 

bond component outperformed its benchmark with positive contributions from the duration and yield 

curve strategies. The Credit component marginally underperformed its benchmark with negative 

performance from a duration position. 

 

Strategy and outlook 

 

Our outlook remains consistent. The housing market continues to perform strongly and is becoming 

more of a concern for the Reserve Bank. However, if it was not for the housing market and associated 

construction it is likely that monetary policy would be even more accommodative - fiscal policy is not 

supporting growth, mining investment is falling sharply, global growth is slowing and domestic 

economic growth will be sub-trend in the near term.  

We expect the Reserve Bank to leave the cash rate unchanged for the remainder of the year. The 

bank is of the view 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 through increased business investment. 

Financial market volatility and the external environment are not supportive at present. 
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International Fixed Income 

Market review 

While the US Federal Reserve ended its quantitative easing program at the end of October in line with 

expectations, it surprised the market by releasing a hawkish Financial Open Markets Committee 

statement. The Reserve believes underutilisation of labour resources is gradually diminishing and the 

likelihood of inflation running persistently below 2% has fallen since early this year. Payroll, industrial 

production, manufacturing and consumer confidence data continued to improve faster than expected.  

The European Central Bank kept its main refinance rate at 0.05%, with President Draghi noting the 

central bank will buy assets to boost inflation and economic growth in the Eurozone. Economic data 

from the region continued to weigh on market sentiment as investors worried about potential 

European deflation.  

Chinese industrial production, PMI and export data was firmer than anticipated.  

Over the month, US and UK bond yields declined 15 and 18 basis points respectively. Japanese bond 

yields were down by 7 basis points. Australian bond yields outperformed the US by 4 basis points. 

The Australian dollar appreciated and the trade weighted index rose by 0.73% over the month.  

 

Portfolio performance 

The BT Wholesale Global Fixed Interest Fund returned 1.47% in October 2014 (post-fees, pre-tax), 

outperforming its benchmark by 0.49%. 

The physical allocation to domestic credit added to performance, contributing 0.02%. The PAFI 

overlay also contributed, with strong performances in the Duration and Cross-Market strategies being 

offset by smaller losses in FX and Macro strategies. 

 

Strategy and outlook 

The US is the only developed market showing sustained recovery. While the Federal Reserve was 

more optimistic than expected in October, it plans to keep rates low for a considerable time in an 

attempt to avoid policy errors similar to those of the other central banks in 2012. A better US outlook 

has attracted capital flows and led to US dollar appreciation, which comes with the risk of deflation 

and a rising trade deficit. These will in turn increase the potential of a recession and may pressure the 

Federal Reserve into quantitative easing once again. 

The European recovery appears to be faltering and a new round of easing was announced as 

expected. Eastern European countries are likely to depreciate their currency to mitigate the effects of 

Euro depreciation.   
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Credit 

Market review 

Cash credit market spreads marginally widened over October, driven by geopolitical events and 

global growth concerns impacting market sentiment. Global growth remained soft and the theme of 

divergence continued. The US posted stronger economic data while the Eurozone continued to 

weaken, forcing the European Central Bank to implement expansionary action. While China continued 

to grow close to guidance, weakening property prices is now bringing its future growth trajectory into 

question.  

Domestically our economy continued to exhibit soft growth. During the month most sectors widened 

with Infrastructure and Domestic Covered Bonds outperforming on a relative basis. Credit default 

swaps were tighter by month end. The Australian iTraxx was tighter by five basis points while the US 

CDX, and Euro Main finished eight basis points and six basis points tighter, respectively.  

Portfolio performance 

The BT Wholesale Enhanced Credit fund returned 0.59% in October 2014 (post-fees, pre-tax), 

outperforming the benchmark by 0.05%.  

Positive performance came from active overweights in Infrastructure and Utilities Paper and an 

underweight in Supra-nationals. Activity over the month was subdued as systemic risk movement 

overshadowed idiosyncratic risk. 

 

Strategy and outlook 

 

As the direction of central bank policies continues to influence market sentiment across the globe, 

market volatility will continue. That said, central bank action currently remains supportive of risk 

assets. 

 

While our macro credit view remains positive we remain wary of geopolitical event risk and the global 

slowdown. Additional volatility driven by geopolitical events continues as the Eurozone weakens each 

month while US growth is improving slightly but without strong conviction. It would appear that the 

greatest risk to global growth is either a. an event shock from the multiple regional conflicts; or b. the 

European slowdown becoming the catalyst for re-exposing the underlying structural weakness in 

highly indebted sovereigns and their banking systems. 

 

We remain constructive on global growth underpinning corporate creditworthiness as companies 

continue to drive margins with soft top-line growth. Domestically we see growth stagnating and 

therefore recommend a defensive approach with overweights in operationally resilient sectors such as 

Utilities, Staple Industrials and Infrastructure. These sectors will provide a higher yield to index returns 

as we don’t foresee continued strong compression of spread to swap as experienced in 2013. 
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Cash 

Market review 

At its October meeting the Reserve Bank of Australia left the cash rate unchanged for the 14th 

consecutive month at 2.50%. The bank sees a period of stability in interest rates as the most prudent 

course of action as key themes remain consistent: declining commodity prices, the labour market with 

a fair degree of slack and a (relatively) high exchange rate. However, it now believes the weakening 

property market in China may present a challenge in the near term. 

The labour data released by the Australian Bureau of Statistics continues to provide us with little 

confidence. The August employment growth number was revised from an unbelievable gain of 

121,000 jobs to 32,100. We look at other indicators such as ANZ Job Ads, the NAB Business Survey 

and wage inflation data to get a more complete and truer gauge of the labour market. This data 

confirms a stable but quite weak labour market at the moment that is unlikely to produce any 

inflationary concerns for the Reserve Bank in the near term.  

The NAB Business Survey showed business conditions falling further, although remaining in positive 

territory. Most industries recorded a drop in September, although Transport and Utilities bucked the 

trend and were surprisingly strong. A drop in profits and employment drove conditions lower and saw 

NAB revise its growth forecasts slightly lower to 2.8% for 2014/15 (from 2.9%) and 3.2% in 2015/16 

(from 3.4%). 

Markets were very again volatile during the month, with US ten year bond yields reaching an intraday 

low of 1.86% on October 15 (a rally of 33 basis points) amid severe weakness in equity markets. US 

ten year yields backed up from that point, ending the month at 2.34%, 15 basis points lower than the 

September close. Global growth concerns, continued conflict in the Middle East, Ebola fears and 

uncertainty over the timing and magnitude of policy action in the US, Europe and Japan weighed on 

sentiment.  

Australian bond yields ended the month lower, with three and ten year bond yields falling by 14 and 

20 basis points to end the month at 2.57% and 3.28% respectively. The 90 day bank bill yields were 

unchanged at 2.74%. The Australian dollar rose by 1.1USc to 88.3USc.  

October credit markets finished mixed. Drivers of the volatility were continued soft economic data out 

of Europe and concerns over the spread of the Ebola virus. However, in the latter half of the month 

better than expected economic data out of the US and China, a strong US reporting season, the 

European Central Bank starting its bond buying program and the Bank of Japan’s quantitative easing 

announcement on the last day of the month supported prices.    

While the US Federal Reserve ended its quantitative easing program at the end of October in line with 

expectations, it surprised the market by releasing a hawkish Financial Open Markets Committee 

statement. The Reserve believes underutilisation of labour resources is gradually diminishing and the 

likelihood of inflation running persistently below 2% has fallen since early this year. Payroll, industrial 

production, manufacturing and consumer confidence data continued to improve faster than expected. 

Approximately 70% of the S&P500 reported, with three quarters beating market expectations. Sales 

growth for the year is running at 3.7%, while earnings have grown 12.7%. 
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Weaker than expected European manufacturing, industrial production, exports and inflation data 

weighed on market sentiment, stirring fears of European deflation. At its meeting, the European 

Central Bank retained a refinancing rate of 0.05%, with President Draghi confirming the central bank 

will buy assets to boost inflation and economic growth in the Eurozone. The Bank set out the 

operational details of asset-backed securities and covered bond purchase programs. Over the next 

two years the programmes aim to enhance monetary policy transmission and support provision of 

credit to the euro area economies. Asset purchases will begin in the last quarter of 2014, starting with 

covered bonds in second half of October. Later in the month, the European Central Bank commenced 

purchase of French and Spanish covered bonds.  

The Bank of Japan surprised markets by expanding its quantitative easing program in a bid to achieve 

its 2% inflation target, addressing concerns about weak demand and deflationary expectations. The 

bank expanded its annual bond buying program from ¥50 trillion to ¥80 trillion, extending purchases 

maturity by 3 years to 7-10 years. It will also triple purchases of ETFs to ¥3 trillion and Japanese Real 

Estate Investment Trusts to ¥90 billion.  

The Australian iTraxx index (Series 21 contract) traded in a 10 basis points range finishing the month 

5 basis points tighter to 82 basis points. The new Series 22 closed the month at 94 basis points and 

rolled an additional 13 basis points to Series 21. Physical credit spreads were flat 2 basis point wider 

across most sectors over the month. 

Portfolio performance 

Managed Cash 

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

underperforming the benchmark by 0.01%.   

Portfolio positioning remains similar to previous months. The weighting to A-1 rated issuers was 

increased at an attractive margin in September, offering greater liquidity than term deposits. Asset-

backed commercial paper continued 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 62 days at the end of the month.  

 

Enhanced Cash 

The BT Wholesale Enhanced Cash Fund returned 0.24% in October 2014 (post fee, pre-tax), 

underperforming its benchmark by 0.01%.  

With physical credit spreads a touch wider in October, this slightly detracted from the total returns of 

the portfolio during the month. Positive performance continued in the Mortgage Backed Securities, 

Financials and Industrials sectors, while the Real Estate sector slightly detracted. The Fund has 

outperformed its benchmark by 1.02% over the past 12 months.  

Given the intra-month volatility, some exposures across Financials, Real Estate and Energy sectors 

were reduced mid-month while increasing the cash weighting in the portfolio. Late in the month a long 

iTraxx position was taken on the back of the positive news from the Bank of Japan.    

As at the end of the month, the Portfolio had a credit spread of 65 basis points over bank bills, an 

interest rate duration of 0.10 years and credit spread duration of 1.42 years. 

Strategy and outlook 
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The Reserve Bank left the cash rate unchanged at 2.50% at its November meeting, with themes 

remaining consistent from prior months.  

 

Our outlook also remains consistent. The housing market in Sydney and Melbourne continues to 

perform strongly and is becoming more of a concern for the Reserve Bank. Macro prudential 

measures that were ruled out by the Reserve Bank previously are now getting more attention. If it was 

not for the housing market and associated construction however it is likely that monetary policy would 

be even more accommodative as fiscal policy is not supporting growth; mining investment is falling 

sharply; global growth is slowing and domestic economic growth will be sub-trend in the near term.  

We expect the Reserve Bank to leave the cash rate unchanged for the remainder of the year. The 

bank is of the view 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 through increased business 

investment. Financial market volatility and the external environment are not supportive at present. 

 

We view high grade credit fundamentals positively given supportive leading indicators, strong balance 

sheets, positive earnings and low high yield defaults. We are also constructive on credit markets 

given the ongoing commitment from global central banks to maintain stimulatory monetary policy. 

However there are a number of risks that we carefully  monitoring; geopolitical risks on market 

liquidity, the impact of the removal of central bank stimulus on emerging markets and the follow 

through impact on developed markets, increased corporate shareholder friendly activity (share buy 

backs, increased dividend payments and merger and acquisitions) to the detriment of the balance 

sheet, and the quantity of corporate bond issuance versus smaller dealer inventory capacity which 

may pose a concern for liquidity in the future.  
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Australian Property 

Market review 

For the fifth consecutive month, the S&P/ASX 200 REIT Index (+6.8%) outperformed the broader 

market; this time by 2.4%. The REIT sector is up a total of 21.7% for FY14, outperforming the broader 

market by 14.7% on the back of 10 year bond yields compressing 20 basis points, Japanese 

quantitative easing expansion as well as a number of positive REIT quarterly updates.   

Major REIT news for the month included the floatation of the new GPT Metro Fund, as well as two 

wholesale funds raising $850 million. The increased Funds Under Management, acquisitions and 

lower funding costs have led GPT to upgrade their FY14 earnings guidance to at least 4%.  

Stockland reaffirmed its FY15 guidance of 6-7.5%, announcing it has secured 1,652 net residential 

deposits in the first quarter of 2015, 15% above the pcp and the best sales quarter in four years. 

Retail comp sales growth was disappointingly flat (0%), with supermarkets and discount department 

stores dragging down performance. However, specialty sales rapidly improved +2.3%, up from June 

2014 when they were +1.4%.  

Goodman also released its first quarter 2015 update with development works in progress at $2.7 

billion with a forecast yield on cost of 8.6%. Pleasingly, pre-committed developments increased to 

61% and 86% of developments pre-sold.  

Scentre Group issued US$750 million of 5 year fixed rate debt with a coupon of 2.375%. When 

converted back to Australian dollars, this equates to an interest cost of approx. 4.6%, slightly below 

Scentre Group’s own interest forecast of 5%.   

Highly supportive of the REIT sector, Australian and US 10 year bond yields had a rollercoaster 

month, with US yields touching below 2% and Australian bond yields compressing 30 basis points. 

Australian bonds ended the month down 20 basis points to close at 3.28%. During the month the US 

Federal Reserve ended its quantitative easing program, however the Bank of Japan ramped up its 

own, lifting and extending bond purchases, ETFs and JREITs. This was highly supportive of yield 

stocks.    

On the domestic front, the Reserve Bank left interest rates on hold and headline CPI inflation for the 

third quarter of 2014 was in line with expectations at 2.3%, however retail sales (+1.2%) for the month 

were the strongest in the past few years. The NAB Business Survey slipped 3 basis points to +5, and 

is now at the same level as it was prior to the federal election. 

 

Portfolio performance 

The BT Wholesale Property Securities Fund returned 6.05% in October 2014 (post-fee, pre-tax), 

underperforming its benchmark by 0.48%.    

Positive attribution came from our underweight positions in GDI Property Group, Novion Property 

Group, Cromwell Property Group and Astro Japan Trust and our overweight position in Hotel Property 

Investments. Negative attribution came from our overweight positions in Arena Reit and Charter Hall 

Core Plus Industrial Fund as well as our overweight positions in Aspen Group and Australian 

Agricultural Company. 
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Attribution 

 

Trust Positive Trust Negative 

GDI Property Group 0.06 Arena REIT -0.13 

Novion Property Group 0.06 Charter hall industrial Fund -0.07 

Cromwell Property Group 0.03 Aspen Group -0.06 

Hotel Property Investments 0.02 Australian Agricultural Company -0.06 

Astro Japan Trust 0.02 Dexus Property Group -0.05 

 

 

Portfolio changes 

During October we sold our entire position in Charter Hall Industrial Fund and used the proceeds to 

take an overweight position in Lifestyle Communities Limited, an owner and developer of affordable 

housing for seniors. We also took a position in Australian Agricultural Company, an owner and 

operator of grazing and farming properties. We also increased our overweight positions in GPT Group 

and Scentre Group. 

Top ten active positions 

 

Overweight Underweight 

GPT Group Novion Property Group 

Westfield Corporation Dexus Property Group 

Goodman Group Cromwell Property Group 

Arena REIT Charter Hall Retail REIT 

Australian Agricultural Company BWP Trust 

 

Strategy and outlook 

The sector is priced on a FY15 dividend yield of 5.3%, FY15 AFFO yield of 6% and a PE ratio of 

15.8x. 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 presently have the best cost of 

capital (a mantle held by both pension and sovereign funds) we do not expect significant equity 

capital issuance for some time.  
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International Property 

Market review 

The UBS Global Real Estate Investors Index (ex Australia) rebounded in October (+7.97%), with 

North America (+10.7%) posting the largest gains, followed by Europe (+3.4%) and Asia (+3.2%). In 

Asia, Hong Kong was the strongest performer, followed by New Zealand, Singapore, and Japan. In 

Europe, results were mixed. The United Kingdom was the strongest performing country, followed by 

Switzerland, and Germany. Italy was the weakest performing country, followed by Finland, and 

France. Within North America, the US and Canada posted positive returns.   

Portfolio performance 

The BT Wholesale Global Property Securities Fund returned 7.51% in October 2014 (post-fee, pre-

tax), underperforming its benchmark by 0.46%. 

The top five contributors this month were Kilroy Realty, Dupont Fabros, American Assets Trust, RLJ 

Lodging Trust and ICADE. The top five detractors were Extended Stay America, SL Green Realty 

Corp, KIMCO Realty Corp, Essex Property Trust and Realty Income Corp. 

Underperformance of the North American portfolio against the UBS North America Investor’s Index 

was attributable to negative stock selection results and to a lesser extent, negative sector allocation 

results. Stock selection results were weakest in the Hotel, Shopping Centre and Apartment sectors 

and strongest in the Diversified, Office and Manufactured Home sectors. Among the portfolio’s 

holdings, top individual contributors to relative performance included overweight positions in 

outperforming American Assets Trust (AAT), Kilroy Realty (KRC) and DuPont Fabros Technology 

(DFT). Detractors most notably included overweight positions in underperforming Extended Stay 

America (STAY), Boardwalk REIT (BEI-U) and Hilton Worldwide Holdings (HLT). In terms of sector 

allocation, negative results were primarily attributable to the portfolio’s small cash balance, which was 

a detractor to relative performance in light of the REIT sector’s positive absolute performance for the 

period.   

The European portfolio slightly underperformed the regional UBS benchmark. Stock selection results 

were strongest in Austria, France and the United Kingdom and were weakest in Sweden, Netherlands 

and Switzerland. Among the portfolio’s holdings, top contributors included lack of exposure to 

underperforming Icade SA (France) and overweight positions in outperforming Derwent London Plc 

and Great Portland Estates Plc (UK). Detractors most notably included a lack of exposure to 

outperforming Intu Properties Plc (UK) and an overweight position in underperforming Deutsche 

Annington Immobilien (Germany). In terms of country allocation, positive results were driven by the 

portfolios overweight to the United Kingdom and underweight to Netherlands and France. 

The Asia portfolio marginally outperformed the regional UBS benchmark, driven by positive stock 

selection results offsetting negative country allocation results. Positive stock selection in Japan 

partially offset slightly negative results in Singapore and Hong Kong. Top contributors included 

underweight positions in underperforming Aeon Mall Co. Ltd and Daiwa House Residential 

Investment Corp (Japan) and an overweight position in outperforming New World Development Co. 

Ltd (Hong Kong). Detractors included an underweight position in Japan Real Estate Investment Corp 

(Japan) and overweight positions in Nippon Prologis REIT and Nomura Real Estate Master Fund 

(Japan).  Negative country allocation results were due to the portfolio’s overweight to the 

underperforming Japan and underweight to the outperforming Hong Kong. 
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Strategy and outlook 

 
While the US Federal Reserve ended its quantitative easing program at the end of October in line with 

expectations, it surprised the market by releasing a hawkish Financial Open Markets Committee 

statement. The Reserve believes underutilisation of labour resources is gradually diminishing and the 

likelihood of inflation running persistently below 2% has fallen since early this year. Payroll, industrial 

production, manufacturing and consumer confidence data continues to improve faster than expected. 

Relative to long-term norms, REITs remain expensive relative to other equities. That said, they are 

more attractive than bonds and are closer to their long-term norms once the value of their underlying 

real estate is considered. Earnings growth should offset the impact of slow increases in interest rates 

and we believe investors are becoming more aware of this key way in which REIT returns differ from 

those of fixed income instruments.  

This asset class has certainly benefited from the surprising drop in interest rates in the first half of 

2014. In the rising interest rate environment, we expect gains over the next several years to be driven 

more by improving earnings fundamentals than additional multiple expansion. More generally, real 

estate fundamentals continue to improve. Vacancy rates declined in Apartment, Office, Industrial and 

Retail markets in the first quarter after a similarly strong 2013. Supply risk continues to be minimal on 

a national level, with only the Apartment sector back to long-term construction averages. A few select 

Office and Industrial markets are seeing some supply growth, but it is generally targeted at very 

strong demand areas. Rents are rising across all property types and we anticipate some of the longer-

lease property types will be able to sign leases at higher rents once again, providing a boost to net 

operating income. For the first time in the recovery, all of the major sectors should see positive same 

store NOI growth in 2014. 

Weaker than expected European manufacturing, industrial production, exports and inflation data 

weighed on market sentiment, stirring fears of European deflation. At its meeting, the European 

Central Bank retained a refinancing rate of 0.05%, with President Draghi confirming the central bank 

will buy assets to boost inflation and economic growth in the Eurozone. Low rates and liquidity 

injections will not solve Europe's problems, however in this environment the approach is very positive 

for high-yielding asset classes like real estate.  
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The Bank of England is facing a different dilemma. The economic growth in the UK has improved in 

recent years to almost pre-crisis levels. Surging economic activity is not prompting price pressure to 

build, as the stronger pound reduces inflation and the economy is not running at full capacity. The 

bank is expected to slowly raise interest rates later this year or in 2015. The strong housing market is 

of concern to the bank as low interest rates, sufficient bank lending, limited supply, an improving 

economy and employment have resulted in rising house prices. The central bank has started to 

introduce soft measures to keep house prices at bay, fearing a volatile housing market will have a 

negative impact on the stability of the economy and currency. Initiatives by both central banks will be 

positive for property equities.  

Asian share markets were buoyed by strong performance from Hong Kong shares, which posted its 

biggest monthly gains since July. This reflects the strength of the Chinese market and greater risk 

appetite from investors as US growth data strengthens. Asia Pacific REITs and property developers’ 

valuations continue to trade at a discount to real estate valuation, with the exception of JREITs which 

are trading at a 30% premium. We remain positive on capital values and property fundamentals as we 

see improving trends across the region, in particular the Office sector. We are cautious of the Retail 

sector due to operating headwinds. Demand for real estate remains strong across the region both in 

direct market as well as increasing number of M&A activities in the listed space. Transacted cap rates 

are generally lower than what the listed companies value their assets, providing a margin of safety for 

net asset value of the companies. Forecast supply over the next four years is largely below historical 

average demand, hence we expect a positive net absorption of commercial space and an 

improvement in vacancies and rents.    
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Active Balanced 

Market review 

The Australian equities market outperformed all major developed and developing world markets in 

October. The S&P/ASX300 Accumulation Index returned +4.2% in October (CYTD+6.6%), regaining 

much of the prior month’s losses. The market ex-Resources (+5.8%) outperformed Resources (-2.0%) 

for the third consecutive month, with Banks (+7.7%) and LPTs (+6.5%) the strongest performers.  

Global equity markets were mixed with the MSCI World ex Australia returning a small positive return 

of 0.05% for October, driven by stronger US markets offset by lower European markets and a slightly 

stronger Australian dollar. 

The S&P500 moved higher (+2.3%) with strong economic data - unemployment fell, the growth 

outlook was positive and the US Federal Reserve confirmed it would cease its bond purchasing 

program at the end of October.  

In Europe most markets were negative at month’ s end as concerns over falling inflation numbers, 

weak growth and recession rumours circulated off the back of weak second quarter Gross Domestic 

Product data from Germany, where industrial production fell and the Auto industry posted weak 

results. The economies hardest hit by poor sentiment included France (-4.2%), Germany (-1.6%) and 

the UK (-1.2%). 

Asian share markets were buoyed by strong performance from Hong Kong shares, which posted its 

biggest monthly gains since July. This reflected the strength of the Chinese market and greater risk 

appetite from investors as US growth data strengthens. The Hang Seng Index closed positive (+4.6%) 

and Japan’s equity market posted relatively strong gains with the Nikkei +1.44% after the Bank of 

Japan announced further stimulatory policies. 

The Reserve Bank of Australia left the cash rate unchanged at its October meeting. Themes 

remained consistent with prior month’s statements: commodity prices have declined further; the 

labour market has a fair degree of slack; the exchange rate remains high and is offering less 

assistance than expected; and the Bank sees the most prudent course as being a period of stability in 

interest rates. The Bank sees global growth continuing at a moderate pace and China’s growth is in 

line with policymaker’s objectives, although the weakening property market in China may present a 

challenge in the near term.  

The Australian Dollar finished slightly higher against the US Dollar, rising 0.6% to end the month at 

0.8798USc. It was higher against the Euro (+1.4%) and Sterling (+1.9%). 
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Portfolio performance 

The BT Wholesale Active Balanced Fund returned 2.34% (post fee, pre-tax) in October, 

outperforming its benchmark by 0.04%.  

Positive returns were driven the outperformance of Australian equities and global and domestic 

Property. This was offset by a small negative return from our International equities exposure, where 

our US portfolio underperformed, the European portfolio outperformed and the Japanese strategy 

performed in line with its benchmark. 

Our Australian equity exposure underperformed slightly as we were underweight to yield shares such 

as banks, which rallied following September’s share market fall. Property exposures were quite strong 

for the month, with Australia returning 6.57% and Global Property returning 7.59%, driven by falling 

bond yields and the prospect of lower interest rates for longer periods. 

From a tactical perspective, our overweight equities and bonds positions and underweight oil and gold 

positions were the strongest contributors to returns, resulting in a strong 0.28% return for the month 

from our tactical asset allocation. 

 

Strategy and outlook 

Despite October’s strong share market rally, the underlying concerns of a slowing domestic economy 

coupled with potential recession in Europe still remain. The market has been buoyed by lowering 

bond yields and the promise of increase monetary stimulus from the European Central Bank and the 

Bank of Japan, but this cannot last forever and still requires structural reforms to be effective. 

Globally the focus continues to be on the US and China to help drive global growth. In the US, all 

economic news is judged on whether it increases likelihood of the first rate hike whereas in China, the 

market is focusing on the transition of growth in their economy, the property bubble and potential flow-

on effects of bad loans for their Banking sector. 

We remain exposed to growth assets as we see stronger risk-adjusted returns from growth assets 

over defensive assets in the medium term. Our allocation to alternatives helps offset growth asset 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 will help protect portfolios if 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) 3.88 0.18 3.70 3.98 5.46 17.00 13.51 7.78 10.32

Total Return (pre-fee, pre-tax) 3.95 0.38 4.12 4.25 6.30 17.94 14.41 8.64 11.35

Benchmark 4.27 -0.70 2.84 3.68 6.07 15.07 13.30 7.91 10.37

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

Total Return (post-fee, pre-tax) 4.33 0.10 3.39 4.08 5.37 14.52 12.41 6.91 10.28

Total Return (pre-fee, pre-tax) 4.41 0.33 3.86 4.40 6.32 15.55 13.42 7.88 11.31

Benchmark 4.27 -0.70 2.84 3.68 6.07 15.07 13.30 7.91 9.03

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) 4.08 0.35 4.32 4.02 7.38 18.44 13.67 7.93 9.10

Total Return (pre-fee, pre-tax) 4.14 0.54 4.72 4.29 8.18 19.33 14.52 8.77 10.18

Benchmark 4.27 -0.70 2.84 3.68 6.07 15.07 13.30 7.91 7.57

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

Total Return (post-fee, pre-tax) 3.93 0.30 3.39 3.89 5.64 15.84 12.52 6.77 8.63

Total Return (pre-fee, pre-tax) 4.02 0.55 3.88 4.23 6.65 16.94 13.59 7.79 9.70

Benchmark 4.27 -0.70 2.84 3.68 6.07 15.07 13.30 7.91 8.27

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) 3.08 -0.60 2.92 3.42 10.76 17.00 13.31 9.60 8.22

Total Return (pre-fee, pre-tax) 3.12 -0.37 3.40 3.75 12.27 19.19 15.56 11.65 10.87

Benchmark 3.46 -0.66 3.29 3.81 8.72 12.75 8.71 5.50 1.67

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) 0.74 -0.13 1.83 3.24 2.17 13.38 11.90 10.58 13.54

Total Return (pre-fee, pre-tax) 0.85 0.19 2.47 3.67 3.44 14.80 13.29 11.88 14.82

Benchmark -0.54 -3.79 -0.10 0.94 -3.26 -0.25 -1.01 -0.15 7.34

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) -1.38 -0.14 5.27 5.54 10.91 20.77 18.81 17.31 18.27

Total Return (pre-fee, pre-tax) -1.19 1.30 7.33 7.30 16.04 28.09 25.92 23.51 24.19

Benchmark -0.54 -3.79 -0.10 0.94 -3.26 -0.25 -1.01 -0.15 0.25

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) -0.40 5.53 7.46 5.54 17.65 27.29 22.58 12.83 4.89

Total Return (pre-fee, pre-tax) -0.31 5.78 7.97 5.88 18.78 28.52 23.76 13.88 6.07

Benchmark 0.05 6.06 7.89 5.79 17.44 27.38 22.05 12.17 6.48

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) 6.05 3.24 11.74 8.24 16.05 14.23 19.70 11.92 6.87

Total Return (pre-fee, pre-tax) 6.11 3.42 12.13 8.50 16.82 14.97 20.45 12.63 7.71

Benchmark 6.53 2.75 11.49 7.84 16.53 14.97 20.02 12.02 6.66

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) 7.51 5.78 10.35 6.38 18.55 16.18 17.03 17.58 10.32

Total Return (pre-fee, pre-tax) 7.59 6.03 10.85 6.72 19.65 17.27 18.13 18.68 11.33

Benchmark 7.97 5.49 10.62 6.14 18.79 16.45 17.54 18.27 9.85

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) 1.30 2.22 5.02 2.51 7.82 4.27 6.17 6.92 6.93

Total Return (pre-fee, pre-tax) 1.34 2.35 5.29 2.68 8.36 4.79 6.69 7.40 7.49

Benchmark 0.96 1.64 4.17 1.94 7.09 4.38 6.29 6.94 7.08

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) 1.47 3.31 5.40 3.71 8.10 5.25 5.92 7.19 6.83

Total Return (pre-fee, pre-tax) 1.52 3.45 5.69 3.89 8.67 5.81 6.47 7.73 7.42

Benchmark 0.98 2.49 4.72 3.10 7.93 5.77 6.79 7.80 7.74

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

Total Return (post-fee, pre-tax) 0.59 1.26 3.60 1.70 6.83 5.27 7.00 7.47 6.14

Total Return (pre-fee, pre-tax) 0.63 1.37 3.83 1.85 7.31 5.74 7.48 7.95 6.68

Benchmark 0.64 1.31 3.44 1.71 6.51 5.07 6.73 7.20 6.26

Cash & Income

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

Total Return (post-fee, pre-tax) 0.24 0.74 1.69 1.04 3.42 3.69 4.46 5.21 5.32

Total Return (pre-fee, pre-tax) 0.26 0.81 1.82 1.12 3.68 3.95 4.72 5.47 5.67

Benchmark 0.23 0.67 1.35 0.90 2.66 2.82 3.29 3.87 5.36

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

Total Return (post-fee, pre-tax) 0.22 0.64 1.29 0.86 2.59 2.79 3.25 3.80 7.00

Total Return (pre-fee, pre-tax) 0.24 0.70 1.41 0.94 2.81 3.01 3.47 4.03 7.32

Benchmark 0.23 0.67 1.35 0.90 2.66 2.82 3.29 3.87 7.09

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) 0.86 0.65 2.67 1.95 4.95 5.88 6.06 5.76 6.27

Total Return (pre-fee, pre-tax) 0.91 0.81 3.01 2.18 5.64 6.57 6.76 6.40 6.93

Benchmark 0.21 0.63 1.27 0.85 2.53 2.71 3.13 3.70 3.66

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) 2.34 2.07 5.11 3.87 8.35 13.28 11.71 8.02 7.72

Total Return (pre-fee, pre-tax) 2.43 2.31 5.62 4.21 9.38 14.36 12.77 9.05 8.80

Benchmark 2.30 1.56 4.50 3.52 8.52 12.30 11.67 8.33 7.52

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

Performance as at 31 October 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 13 November 2014 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. 

http://www.btim.com.au/

