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Australian Shares 

Market review 

The Australian share market regained lost ground in the final months of the year with the S&P/ASX 

300 Accumulation Index finishing higher by 6.5% in the December quarter. This was not without a 

high degree of volatility driven largely by macroeconomic events.  

The most significant development during the quarter was the US Federal Reserve’s decision to lift 

interest rates by 0.25% - its first hike in close to a decade. This removed an element of uncertainty 

that had weighed on investor sentiment leading up to the event. The move came on the back of a 

solid set of jobs figures released over the quarter. Overall, the US economy added 654,000 positions 

and the unemployment rate fell to 5%.  

Across the Atlantic, the ECB travelled in the opposite direction by cutting its deposit rate to -0.30%. It 

also extended the life of its quantitative easing programme by six months, but disappointed investors 

by not raising the scale of purchases. This was met by sharp declines among European exchanges 

and flowed through to broader global equity markets. 

Meanwhile on the domestic front, the RBA left the cash rate unchanged at 2% with the Board noting 

the economic outlook had improved at its December meeting. Market expectations had previously 

pointed to a 50% chance of a cut in November, which were fuelled partly by the out-of-cycle rate hikes 

by the major banks.  

A range of domestic data series improved over the period, with the standout being the employment 

figures that revealed a significantly better-than-expected employment change figure of 71,400 for 

November. While not as encouraging, GDP also arrived above consensus at 0.9% over the previous 

quarter. Decent retail sales growth and a lift in business confidence were also encouraging. However, 

the Treasurer’s poorly-received Mid-Year Economic and Fiscal Outlook was less promising.  

Sector-wise, Consumer Discretionary was the top performer on the back of improvements in the retail 

space. On the other end of the spectrum, Energy and Materials underperformed once again as 

commodity prices endured further declines. 

 

Portfolio performance 

The BT Wholesale Core Australian Share Fund returned 7.17% (post-fee, pre-tax) in the December 

quarter 2015, outperforming its benchmark by 0.63%.  
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Contributors 
 

BHP, UW, -19.6% 

BHP’s share price slumped further during the December quarter with the mining heavyweight losing a 

fifth of its value. This was partly attributable to sizeable price declines for its key commodity exports 

including iron ore, copper and crude oil. The pain was compounded by the Samarco mine disaster, 

which not only tarnished its reputation but will likely attract sizeable fines from Brazilian authorities. 

Looking ahead, we remain content with an underweight allocation to the stock. We believe that the 

prolonged commodity price slump will keep pressure on top line revenues and eat into the bottom 

line. Ultimately, this may force BHP to abandon its progressive dividend policy, which would be taken 

as an additional negative for the stock. 

 

WBC, OW, +17.2% 

“Big Four” banking giant Westpac saw its share price bounce back over the final three months of the 

year. The bank reported its full year earnings result in November, which included a modest 3% rise in 

annual cash profit to $7.82bn and a bump up in its dividend to $1.87 for the year. Other noteworthy 

developments included its out-of-cycle rate hike and its $3.5bn renounceable share entitlement offer. 

Our overweight to WBC is supported by several positives including its potential to contain costs by 

improving efficiency as well as its strong retail franchise and wealth management exposure. 

Additionally, from a capital perspective it remains ahead of its peers and has relatively conservative 

funding.  

 

CTX, OW, +20.5% 

An upgraded 2015 full year profit outlook boosted shares in Caltex during the quarter. The oil refiner 

advised it expects to report a full year profit of between $560m and $580m, excluding significant 

items. The result would represent a significant improvement from the previous corresponding period 

profit of $20m. Management noted that solid margins from the Lytton refinery were a large contributor. 

Additionally, the company projected its net debt will be cut to $420m by the end of 2015 from $715m 

at the 30th of June 2015. Going forward, we expect CTX’s marketing business to see continued 

margin expansion and become a more significant component of earnings. Further, with positive 

developments anticipated across most of its business units we remain positive on the stock. 

 

AZJ, NH, -12.6% 

A profit warning from rail operator, Aurizon, precipitated a dramatic drop in its share price during 

December. Management cautioned the market that it expects underlying profit before interest and tax 

to be between $390m and $410m for the first half of 2016. This was on the back of ongoing poor 

conditions for its customers, who have suffered amid the rout in commodity prices over the past year. 

Our outlook for the stock remains negative. We believe management has failed to deliver a material 

turnaround in earnings and that it is overexposed to a single coal market, where it is likely to continue 

losing market share. 
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DLX, OW, +26.6% 

Shares in building products producer, Dulux, maintained an upward trajectory during the quarter. The 

company released its FY15 result in November, which revealed an increase in NPAT to $124.7m - a 

lift of 11.5% versus the prior year. This was on the back of solid sales from its paints business, which 

comprises roughly two thirds of the company. While the Alesco figures were also positive, it still 

appears to be a work in progress and we see further room for improvement. From a valuations 

perspective, it looks attractive at roughly 18 times forward earnings and we believe it will continue to 

outperform. 

 

Detractors 

 

FOX, OW, -2.9% 

Shares in Twenty First Century Fox suffered a correction over the December quarter. After a strong 

month in October, its share price reversed course in November. This was on the back of the film 

producer’s quarterly results, which revealed a slide in revenue by 6% to $6.08bn. This was partly 

attributable to the disappointing showing for one of their key films for the period, The Fantastic Four. 

Looking ahead, we believe the company’s new phase of content monetisation and strong cable 

business can drive double digit earnings growth. With a strong balance sheet and healthy cash flow 

this should support ongoing share buybacks by management. 

 

CBA, UW, +17.6% 

Shares in Commonwealth Bank staged a strong recovery over the quarter as investors returned to the 

banking space more broadly. The bank reported a quarterly net profit of $2.4bn when it released its 

September quarter trading update during the period. Looking ahead, we are negative on the outlook 

for CBA relative to its peers. This is given several factors including margins that appear 

unsustainable, stiffer competition for its mortgage business as well as its greater exposure to 

proposed capital reforms.  

 

BXB, NH, +18.8% 

Shares in supply chain and logistics company, Brambles, witnessed a solid rebound into year end. 

This was partly attributable to a decent first quarter trading update that revealed an 8% increase in 

sales over the previous corresponding period. Looking ahead, we believe there are a number of risks 

that detract from the outlook for the company. This includes increasing competition and potential 

margin compression in its largest market - the US. 
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S32, OW, -22.0% 

The continued declines across the commodity complex dragged shares in miner South 32 lower in the 

fourth quarter. Its performance was also hurt by the announcement that operations at its Samancor 

manganese joint venture will stay closed until a strategic review has finished. We have held S32 

overweight with a view that efficiency gains post the BHP spin-off will be beneficial for the bottom-line. 

However, the increasingly negative outlook for its key commodity exports has prompted us to 

moderate our position over the past several months. 

QBE, OW, -2.3% 

Following a period of choppy price swings, shares in QBE finished the quarter lower by 2.3%. There 

were few stock-specific developments to offer investors guidance over the period with relatively muted 

reactions to a court case defeat and separately, a positive report on the company from ratings agency 

Moody’s. We remain positive on the outlook for the insurer given its strong balance sheet and 

increasing payout ratio. Additionally, its international businesses are returning to growth, including the 

US – which provides strong leverage to the weaker exchange rate.  

 

Strategy and outlook 

 

The portfolio’s return was broadly in-line with the index in the December quarter, capping a year of 

solid out-performance. The year’s alpha has been driven by a combination of under-weighting certain 

challenged large-cap stocks – such as Woolworths and BHP – in favour of companies in the mid-cap 

space. December proved no different in this regard, with positive contributions coming from 

companies such as Qantas and Nine Entertainment. That said, it was fellow mid-cap ResMed which 

weighed most on relative performance, although our conviction in the medium-to-longer term 

prospects of both these companies remains intact. 

The market seems unexcited about the prospects for the ASX in 2016, with a consensus expectation 

of low single-digit returns. We tend to agree that the index appears to offer little more than sluggish 

growth in the near term, given the outlook for heavy-weight companies and sectors. However, this 

masks the potential for earnings and dividend growth that exists further down the market-cap 

spectrum. We believe that our mid-cap exposure can continue to drive alpha into the new year. 

Among the large caps, the major Australian banks remain profitable, however it will become 

increasingly hard for them to grow earnings at their previous rate given the pressure to rein in lending 

and hold more capital reserves. They will remain popular sources of dividend yield, but with their 

ability to grow dividends crimped by decelerating earnings growth, we don’t see huge potential for 

outperformance in the near term. 
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Likewise, we remain cautious on the outlook for the resources sector. Its profound underperformance 

over the last couple of years has prompted speculation on when it will reach a base and become a 

buy. We continue to assess our exposure closely, however our conclusion is that the imbalances in 

most commodity markets are still yet to correct. In the absence of decent demand growth – and our 

recent field trips to China suggest that it is unlikely – the prices of key commodities may remain weak 

or even decline further in 2016. This means more pain for the resources sector and the strong 

possibility of dividend cuts. Some of this is undoubtedly priced into the mining stocks, yet it is hard to 

see what would drive a period of sustained outperformance in the short-to-medium term. We remain 

underweight, although it is moderate given our approach of driving alpha through stock selection 

rather than via large macro or sector thematic bets. 

In this vein, we continue to seek and find companies which offer decent earnings growth and the 

ability to grow dividends despite the sluggish broader environment. These companies are 

differentiated from the broader index via factors such as: cyclical tailwinds like beneficial currency 

exposure, changing industry structures, business innovation, adroit capital allocation, self-help 

measures, or some combination of these. It is harder to find these companies in the current 

environment – which is where our large team and coverage comes into its own – however they do 

exist and offer the opportunity to outperform the modest market return most are expecting in 2016.
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Smaller Companies 

Market review 

The Australian share market regained lost ground in the final months of the year with the S&P/ASX 

Small Ordinaries Index finishing 11.3% higher. This was not without a high degree of volatility driven 

largely by macroeconomic events.   

The most significant development during the quarter was the US Federal Reserve’s decision to lift 

interest rates by 0.25% - its first hike in close to a decade. This removed an element of uncertainty 

that had weighed on investor sentiment leading up to the event. The move came on the back of a 

solid set of jobs figures released over the quarter. Overall, the US economy added 654,000 positions 

and the unemployment rate fell to 5%.  

Across the Atlantic, the ECB travelled in the opposite direction by cutting its deposit rate to -0.30%. It 

also extended the life of its quantitative easing programme by six months, but disappointed investors 

by not raising the scale of purchases. This was met by sharp declines among European exchanges 

and flowed through to broader global equity markets. 

Meanwhile on the domestic front, the RBA left the cash rate unchanged at 2% with the Board noting 

the economic outlook had improved at its December meeting. Market expectations had previously 

pointed to a 50% chance of a cut in November, which were fuelled partly by the out-of-cycle rate hikes 

by the major banks.  

A range of domestic data series improved over the period, with the standout being the employment 

figures that revealed a significantly better-than-expected employment change figure of 71,400 for 

November. While not as encouraging, GDP also arrived above consensus at 0.9% over the previous 

quarter. Decent retail sales growth and a lift in business confidence were also encouraging. However, 

the Treasurer’s poorly-received Mid-Year Economic and Fiscal Outlook was less promising.  

Sector-wise, Consumer Discretionary was the top performer on the back of improvements in the retail 

space. On the other end of the spectrum, Energy and Materials underperformed once again as 

commodity prices endured further declines. 

 

Portfolio performance 

The BT Wholesale Smaller Companies Fund rose 12.42% (post-fee, pre-tax) over the December  

quarter, outperforming its benchmark the S&P/ASX Small Ordinaries Accumulation Index by 1.10%.  
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Contributors 

MYX, OW, +37.6% 

Pharmaceuticals group, Mayne Pharma, enjoyed another strong quarter. Investors responded well to 

the company’s November AGM, which also drove broker upgrades that likely helped its share price 

performance. Looking ahead, good revenue increases are anticipated following its purchase of Doryx, 

an acne treatment popular in Northern America. The rights to the business were acquired in February 

and it made a strong contribution to revenues in the second half of FY15. Additionally, recently-

announced capex on US manufacturing facilities will boost MYX’s ability to increase its US revenue 

stream, which is particularly valuable given the decline in the Australian dollar.  

MTR, OW, +26.3% 

Accommodation operator, Mantra Group, had a strong quarter despite no specific catalysts. MTR has 

performed well in the wake of several acquisition announcements, including the management rights to 

the Towers of Chevron in Surfer’s Paradise – Australia’s largest apartment hotel. We believe Mantra 

represents a good example of a company benefiting from cyclical trends despite broad economic 

sluggishness, as a weaker Australian dollar encourages foreign visitors and encourages domestic 

tourists to holiday at home. Additionally, as a high quality franchise and high incremental return on 

capital we see further upside for its stock price. 

Detractors 

 

SMX, OW, -36.7% 

IT advisory business, SMS management technology, endured a weak November. Most of this decline 

was attributable to a negative earnings outlook provided by its CEO at its AGM held mid-month. This 

included a downgrade to EBITDA for FY16 to $13.5m, a 15% decline from the previous corresponding 

period. This was largely a top-line revenues issue that stemmed from sales team restructuring that 

has seen the company fall short of targets. 

 

Austal Limited, OW, -41.4% 

Boat builder Austal fell in early December as management warned that its littoral combat ship project 

for the US Navy is likely to face higher costs and a longer timeframe than expected, reducing 

expected profits from its US shipyards. This specific project is still in relatively early stages and 

management were quick to highlight their success in other US Navy programmes as an illustration of 

the efficiencies they can deliver once a project has reached maturity. We continue to like the company 

for its strong cash flow and high visibility on earnings, as well as offshore exposure. It continues to win 

orders, such as the contract to build two Cape class patrol boats for the Australian Navy, announced 

late in December. 
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Strategy and outlook 

The portfolio outperformed the index in the December quarter, capping a year of strong alpha. The 

small cap sector outperformed the larger end of the market over the year. This is a reversal of the 

trend from the previous several years, as several erstwhile large cap market darlings such as the 

banks and Woolworths joined the resource sector in the doldrums in 2015.  

The market seems unexcited about the prospects for the ASX in 2016, with a consensus expectation 

of low single-digit returns. We tend to agree that the broad index appears to offer little more than 

sluggish growth in the near term, given the outlook for heavy-weight companies and sectors such as 

the big banks and miners. However, this masks the potential for earnings and dividend growth that 

exists further down the market-cap spectrum. 

There has been a strong pipeline of small cap IPOs in recent years which, in combination with a 

deflating resources sector, has left the small cap universe refreshed and rebalanced. Crucially, it 

provides pockets of growth and cyclical tailwinds which are not aligned to the broader, sluggish, 

economic environment. Examples include tourism, food and agriculture, and aged care.  

That said, the small cap market remains a challenging place in which to invest. The significant 

divergence in price/earnings ratings continues between companies perceived to offer growth –

particularly organic growth – and those that do not. The challenge lies in identifying companies which 

offer earnings upside, but at a reasonable price. This is where our relatively large team and depth of 

experience proves crucial. 

At this point we are taking advantage of opportunities in high quality franchises enjoying structural 

growth – Mantra Group providing a case in point – as well as companies with exposure to offshore 

earnings and to agricultural demand. We are tending to avoid resources, as well as traditional media, 

biotech and REITs. 
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International Shares 

Market review 

Despite global equities ending the year on a negative note, the December quarter was still positive 

overall, with the MSCI World ex Australia Index returning +1.72%.  

US markets were positive for the quarter as improving economic data and a reasonably strong 

September quarter results saw the S&P 500 finish up 6.5% for the quarter.  

European markets ended the year on a negative note as the market reacted badly to the ECB’s boost 

to the QE program in early December. The market was expecting more aggressive stimulus, and 

many saw the opportunity to take profits. However, for the quarter most European markets were 

positive with the EuroStoxx 50 up +5.4%, the FTSE 100 up +3.0%, and the German Dax up 11.2%. 

Asian markets were also positive, with Japan finishing up 9.5% for the December quarter, the 

strongest of all the regional indices. The Hang Seng Index ended up 5.1% and China H shares 

(despite some incredible volatility) finished +2.7% higher. 

The Australian dollar was stronger against the US dollar, appreciating a strong 3.8% to end the 

quarter at US0.7286c. This was despite the US’s first rate hike in close to a decade, but strong 

employment numbers in Australia tempered views of Australia cutting rates anytime soon. The 

Australian dollar was also stronger against the UK pound and Euro, rising 6.6% and 6.9% 

respectively. 

 

Portfolio performance 

The BT Wholesale Core Global Share Fund returned 1.50% (post fee, pre-tax) in the December 

quarter 2015, underperforming its benchmark by 0.22%.  

Over the quarter, active performance was strongest in Europe, while the North American portfolio 

underperformed and developed Asian positions ending the quarter flat against local benchmarks.  

Thematically, the outperformance in Europe was largely due to strong returns to momentum signals, 

outweighing weakness in relative value and earning quality measures. In North America, 

underperformance was notably due to weakness in industry momentum and management signalling 

measures, while relative valuation was an offsetting positive at both the stock and industry levels.  In 

Asia, overall flat performance was the offset of positive performance of investor sentiment versus 

weakness in relative valuation and indirect momentum measures.     
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Active sector positioning was a positive contributor to active returns, while active stock positioning 

within industry sectors was negative over the quarter. At a sector level, the underweight in Energy 

contributed most meaningfully to positive results. Negative returns to stock positioning within sector 

groups was the net of strong performance within Financials offset by underperformance within 

Consumer Discretionary and Information Technology sectors.  

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

major US low-cost carrier; Peugeot, a French automotive manufacturer; and United Therapeutics, a 

US based biotechnology company. Largest detractors were an underweight in General Electric, a US 

headquartered multinational conglomerate; Best Buy, a North American consumer electronics retailer; 

and Osram Licht, a German multinational lighting manufacturer. 

                                                                                                                                                                                             

Strategy and outlook 

 

Entering 2016, the largest active sector positions are overweights in Health Care and Consumer 

Discretionary, along with underweights in Energy and Utilities. Thematically, we remain mildly tilted 

towards higher quality companies with positive momentum and away from cheaper industry peers in 

Europe and North America, while remaining slightly tilted towards relative value considerations in 

Japan.    
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Australian Fixed Income 

Market review 

During the quarter Australian three-year bond yields climbed by 21 basis points to 2.00% from 1.79% 

and ten-year yields rose by 22 basis points from 2.66% to 2.88%, with the 3-10s yield curve almost 

unchanged at 88 basis points.  

The Reserve Bank of Australia left the cash rate unchanged at 2% at its meetings during the quarter. 

The Reserve Bank sees inflation as being consistent with its target over the next one to two years. 

Given the benign inflationary environment and the outlook for inflation the Reserve Bank has scope to 

ease monetary policy further, should that be appropriate. 

Expectations for further monetary policy easing in the near term were pared back following stronger 

employment data releases over the quarter. Credit growth picked up in October and sustained a 

growth rate of 6.6% in November while the NAB business survey also reflected better business 

conditions. The Reserve Bank would also have taken some comfort from the fall in lending to housing 

investors to below 10% and slowing housing markets in Sydney and Melbourne. 

 

Portfolio performance 

The BT Wholesale Fixed Interest Fund returned -1.39% in the December quarter 2015 (post-fees, 

pre-tax), underperforming its benchmark by 1.14%. 

The duration and cross-market strategies in the alpha overlay detracted from returns, while FX and 

yield curve strategies added to performance. The Government bond component underperformed its 

benchmark. Gains in the yield curve strategy were offset by losses in duration and cross-market 

strategies. The Credit component outperformed its benchmark with positive performance from long 

domestic bank paper and underweight in supra-nationals and negative performance from credit 

spread widening. 

 

Strategy and outlook 

 

The Reserve Bank is comfortably on hold in the near term. With the labour market improving and 

business conditions picking up it is unlikely that any change in monetary policy will occur in the 

coming months. The inflationary environment continues to provide scope to ease policy if the Reserve 

Bank judges that it is required. The next key domestic data release is 4th quarter inflation due for 
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release in late January. We expect the cash rate to remain unchanged in Q1 2016 although do not 

rule out further monetary policy easing being required. The Reserve Bank is however reluctant to take 

the cash rate sub 2% and will continue to look for reasons not to ease rather than justifying the case 

for a rate cut.    
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International Fixed Income 

Market review 

The Federal Reserve announced a 25 basis point increase in the target Federal funds rate to 0.25-

0.50% at its December meeting. This was the first tightening in monetary policy in the US since mid-

2006. The market’s reaction was muted as the move was widely expected after the Fed managed 

market expectations for so many months. The statement accompanying the FOMC decision notes 

that the Committee now sees the risks to the outlook for economic activity and the labour market as 

being “balanced.” Inflation is expected to rise to 2% over the medium term but the Committee 

“continues to monitor inflation developments closely”. 

In Europe, ECB president Draghi pointed towards significant easing saying that it “is willing and able 

to act by using all the instruments available within its mandate”. However, its decision to cut the 

deposit rate by 10 basis points disappointed the market and the Euro appreciated by 3.5% while 10 

year bund yields rose by 20 basis points.  

China announced another cut in the reserve requirement ratio (RRR) to counteract its economic 

slowdown. In December China announced the RMB exchange rate will be managed to a basket of 

currencies, thus allowing it to depreciate the RMB against the US dollar.  

Over the quarter, US and UK bond yields were up 23 and 20 basis points, respectively. Japanese 

bond yields declined 9 basis points. Australian bond yields moved in line with the US with the spread 

decreasing marginally by 1 basis point. The Australian dollar appreciated and the trade weighted 

index rose by 4.67% over the quarter. Equities recovered from the fall of August but volatility 

increased substantially while commodities continued their falling trend. 

 

Portfolio performance 

The BT Wholesale Global Fixed Interest Fund returned -1.79% in the December quarter 2015 (post-

fees, pre-tax), underperforming its benchmark by 2.27%.   

The physical portfolio performed in line with the benchmark. The PAFI overlay underperformed with 

the main detractor being Duration and Cross-Market strategies. Positions within the alpha overlay 

were taken in Duration, Yield Curve, Cross-Market, FX and Macro credit strategies. All strategies 

except the Yield Curve strategy detracted. Long duration positioning in European markets in Duration 

and Cross-Market strategies were impacted by the ECB’s meeting in early December which was far 

more hawkish than the market or we expected. The Yield Curve strategy was flat over the quarter 

while FX strategy and Macro strategies detracted from performance. 
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Strategy and outlook 

It is hard to be bullish about the prospects for global growth in 2016. Economic growth in China will 

continue to slow, Brazil and Russia are in recession and their growth prospects for 2016 suggest this 

is likely to continue. The growth outlook for developed markets is at best anaemic and risks remain 

skewed towards growth disappointing and bouts of risk aversion increasing. Geopolitical risks are 

growing and the conflicts in Middle East will impact commodities and thus inflation outlook, while 

escalation of risks in East Asia may accelerate flight to safety flows.  
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Credit 

Market review 

Credit markets ended mixed in the December quarter, with the Australian iTraxx index tightening 

while physical credit spreads widened on weaker market supply technical indicators. The market was 

initially supported by better than expected US Q3 earnings releases, dovish commentary from the 

ECB and China easing rates. However, weakness in the latter part of the quarter was driver by 

concerns around the timing and pace of US rate hikes, continued deterioration in commodity prices, 

geopolitical risks, the ECB disappointing the market with a more hawkish than expected stance and 

RMB weakness concerns.  

The Australian iTraxx index (Series 24 contract) traded in a wide 27 basis point range, finishing the 

quarter 9 basis points tighter to +127 basis points. However, physical credit spreads were 8bps wider 

on average over the quarter due to lower liquidity and the underperformance of resources due to the 

continued weakness in commodity prices. However, industrials outperformed after the initial sell-off 

driven by the Volkswagen emissions scandal. Semi-government bonds outperformed, tightening 3bps 

to Commonwealth government bonds. 

 

Portfolio performance 

The BT Wholesale Enhanced Credit fund returned -0.14% in the December quarter 2015 (post-fees, 

pre-tax), underperforming the benchmark by 0.02%.  

Positive performance came from the defensive underweight positions in supranationals, offshore 

banks and resources sectors.  

Activity over the quarter was largely subdued and focussed on maintaining a defensive fund profile 

through the current market environment. 

 

Strategy and outlook 

In the short term we continue to be cautious on credit markets given the uncertainty stemming from a 

China slowdown. However on a longer term view we remain constructive on investment grade credit 

on a fundamental basis as balance sheets are strong, earnings are stable and high yield defaults are 

low. The ongoing commitment from global central banks to continue to maintain stimulatory monetary 

policy is also supportive for credit markets. A risk that we are monitoring is the quantity of corporate 

bond issuance versus smaller dealer inventory capacity which may pose a concern for liquidity. 
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Cash 

Market review 

The Reserve Bank of Australia left the cash rate unchanged at 2% in the fourth quarter. The 

statements at its three meetings were broadly consistent. In its December statement the Reserve 

Bank noted that “moderate expansion in the economy continues in the face of a large decline in 

capital spending in the mining sector” and that “business surveys suggest a gradual improvement in 

conditions in non-mining sectors over the past year”. The Reserve Bank sees inflation as being 

consistent with the target over the next one to two years. Given the benign inflationary environment 

and the outlook for inflation the Reserve Bank has scope to ease monetary policy further, should that 

be appropriate. 

Headline inflation rose by 0.5% for the quarter and 1.5% for the year (expectation was for 0.7% and 

1.7%). The annual trimmed mean was weaker than expected at 2.1% (expectation was 2.4%). 

Tradeables inflation rose by 0.3% for the quarter and down 0.3% for the year, confirming that there is 

little scope at the moment for firms to pass through higher prices from the weaker Australian dollar. 

Third quarter gross domestic product (GDP) was released after the Reserve Bank December 

meeting. Third quarter real GDP rose by 0.9%, taking the annual growth rate to 2.5%. Domestic 

demand fell by 0.5% during the quarter, weighed down as the mining boom transitions from the 

construction to the production phase. This is reflected in the trade numbers, with net exports 

contributing 0.9% to growth in the quarter. 

The ABS labour data showed employment falling by 5,100 jobs in September, then growing by 58,600 

and 71,400 jobs in November and December respectively. The gain in November was predominantly 

due to periodic sector rotation that occurs in the ABS survey. The survey comprises eight sub-

samples, with each rotating into the survey for eight months before being replaced by an incoming 

group. As the ABS noted, 52,700 jobs came from the aggregate difference between the outgoing and 

incoming rotation groups. That is, the incoming group had a greater tendency to be employed than 

the outgoing group. Nonetheless, the market responded on the headline number rather than looking 

at the like for like comparison. The unemployment rate fell from 6.2% to 5.8%. Other labour indicators 

reflected a solid labour market that still has plenty of slack, as evidenced by annual wage inflation 

running at only 2.3%. 

The NAB business survey continued to show encouraging signs with business conditions well above 

their long term average over the fourth quarter. According to the survey, interest rate and AUD-

sensitive industries have generally outperformed, while improvements in areas such as retail in 

November are an encouraging sign that the recovery is becoming more entrenched. In contrast, 

mining continued to weaken.  
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In offshore events, the Federal Reserve announced a 25bp increase in the target Federal funds rate 

to 0.25-0.50% at its December meeting. This is the first tightening in monetary policy in the US since 

mid-2006. The statement accompanying the FOMC decision notes that the Committee now sees the 

risks to the outlook for economic activity and the labour market as being “balanced”. Inflation is 

expected to rise to 2% over the medium term but the statement notes that the Committee “continues 

to monitor inflation developments closely”. 

The People's Bank of China cut interest rates for the sixth time in less than a year in October. They 

lowered the one-year benchmark bank lending rate by 25bps to 4.35% and the one-year benchmark 

deposit rate by 25bps to 1.50%. They cut the reserve requirement ratio (RRR) by 50bps points for all 

banks, lowering the ratio to 17.5% for the largest lenders, while banks that lend to agricultural firms 

and small companies received another 50bps reduction to their RRR. 

In Europe, dovish comments from ECB President Mario Draghi heightened expectations of further 

easing by the ECB at its December meeting. This was further supported by subsequent data that 

confirmed the continuing benign inflationary environment. The ECB disappointed markets with its 

less-dovish than expected easing when it decided to ease the deposit rate by only 0.1% to -0.3% and 

leave the refi rate unchanged. Following the announcement the Euro appreciated by 3.5%, 10 year 

bund yields rose by 20 basis points and equities sold off. 

Commodity prices fell sharply during the quarter, with oil falling by 18% and iron ore down by 24%. 

High yield concerns in the US also rose in December following the announcement by US high yield 

fund manager Third Avenue that it was freezing redemptions. The high yield sector remains one of 

the most likely sources for a significant increase in risk aversion. According to Reuters the issuance in 

high yield debt has risen sharply from $147bn USD in 2009 to more than $300bn in each of the past 

three years, being a by-product of quantitative easing providing cheap funding to lower quality 

companies.  

Bond yields rose during the quarter, with three and ten year bond yields rising by 21 and 22 basis 

points respectively to end the quarter at 2.00% and 2.88%. Three and six month bank bill yields rose 

by 20 and 22 basis points respectively to 2.38% and 2.48%.  

 

Portfolio performance 

Managed Cash 

The BT Wholesale Managed Cash Fund returned 0.55% in the December quarter 2015 (post fee, pre-

tax), underperforming the benchmark by 0.02%. 

Themes and credit exposure remained consistent with prior months. The fund ended the month with a 

weighted average maturity of 64 days (maximum limit of 70 days). Yields further out the curve 

continued to offer better relative value and the weighted average maturity has consistently been 
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longer than benchmark accordingly. With longer dated yields offering better value and with Reserve 

Bank monetary policy tightening a distant prospect we will remain longer than benchmark.  

 

Enhanced Cash 

The BT Wholesale Enhanced Cash Fund returned 0.51% in the December quarter 2015 (post fee, 

pre-tax), underperforming its benchmark by 0.04%.   

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

the infrastructure sector and the short iTraxx hedge position detracted from performance.  

Given our cautious outlook, activity during the quarter included reducing exposure in financials, 

industrials, infrastructure and real estate sectors.   

As at the end of the quarter, the portfolio had a credit spread of 64bps over bank bills, interest rate 

duration of 0.12 years and credit spread duration was reduced to 0.95 years. 

 

Strategy and outlook 

The Reserve Bank is comfortably on hold in the nearer term. With the labour market improving and 

business conditions picking up it is unlikely that any change in monetary policy will occur in the 

coming months. The inflationary environment continues to provide scope to ease policy if the Reserve 

Bank judges that it is required.  

Whilst the domestic environment may currently provide them with some comfort, it is hard to be bullish 

about the prospects for global growth in 2016. Economic growth in China will continue to slow, Brazil 

and Russia are in recession and their growth prospects for 2016 suggest this is likely to continue. The 

growth outlook for developed markets is at best anaemic and risks remain skewed towards growth 

disappointing and bouts of risk aversion increasing.  

The next key domestic data release is 4th quarter inflation due for release in late January. We expect 

the cash rate to remain unchanged in Q1 2016 although do not rule out further monetary policy easing 

being required. The Reserve Bank is however reluctant to take the cash rate sub 2% and will continue 

to look for reasons not to ease rather than justifying the case for a rate cut.    
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Australian Property  

Market review 

The REIT sector generated a total return of 6% for the December quarter, underperforming the 

broader market which was up 6.5%. For the calendar year the AREIT sector has provided a total 

return of 14.3%, outperforming the broader market which was up 2.6%. Global REITs (in USD terms) 

were flat for the year, with Europe the best performing market (+6.6%) and Hong Kong the worst 

performing market (-12.9%). 

The best performing stocks were Mirvac Group (+17.8%), Shopping Centres Australia Property Group 

(+12.2%) and Cromwell Property Group (+11.4%). Mirvac benefited from Board comments at the 

AGM about “unlocking value” in the residential business. The market construed this as management 

opening the door to M&A opportunities. On a monthly basis, October’s performance did the lifting 

(+5.0%), versus November (-2.8%) and December (+4.0%). The worst performing stocks were 

smaller cap REITs as well as BWP Trust, Investa Office Fund (market was disappointed with Dexus’s 

bid) and Westfield Group (earnings dilution from asset sales and the AUD levelling off against the 

USD).  

It was another volatile quarter for global capital markets. The Federal Reserve raised the Fed funds 

target rate by 0.25%, the first increase since 2006. The IMF also altered the list of reserve currencies, 

including the Chinese RMB, while the ECB cut its deposit rate by 10bp to -0.3% and announced a 6 

month extension to its QE program. Commodities were particularly hard hit during the quarter with oil 

off 24% to US$35 a barrel, iron ore down 23% and base metals down 7%. Data from the US actually 

improved over the period, with the labour market continuing to improve and the unemployment rate 

falling to 5%. US house prices were +5.5% over the quarter and consumer sentiment was up strongly 

in December. As a result the US 10 year bond rate was up 23bp to 2.27%. 

In Australia the RBA left rates unchanged at 2% but banks such as Westpac lifted mortgage rates for 

both owner occupiers and investors. Domestic data was stronger over the period with the labour force 

survey showing an addition of 127,000 jobs and the unemployment rate fell to 5.8%. Retail sales were 

up 0.5% in November and the Westpac Consumer Confidence index was up strongly to a reading of 

100.8. 

The big news for the quarter was Dexus (DXS) announcing that it would acquire all of the units in 

Investa Office Fund (IOF). This followed DXS receiving an unsolicited approach from the advisers of 

the Independent Board Committee of the RE of IOF. The consideration is to be in the form of 0.424 

DXS securities and 0.8229c cash per IOF unit.  
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Portfolio performance 

The BT Wholesale Property Securities Fund returned 5.49% in the December quarter 2015 (post-fee, 

pre-tax), underperforming its benchmark by 0.53%.    

Overweight positions in Mirvac Group, Precinct Properties Limited and Stockland Trust Group and 

underweight positions in Abacus Property Group and GDI Property Group added to performance. The 

main detractors were from our overweight positions in Westfield Corporation, Aspen Group and 

Lifestyle Communities and underweight positions in Shopping Centres Australia and Crowmell 

Property Group.    

Attribution 

 

Trust Positive Trust Negative 

Mirvac Group 0.10 Westfield Corporation -0.14 

Precinct Properties Ltd (NZ) 0.06 Aspen Group -0.10 

Abacus Property Group 0.04 Shopping Centres Australia -0.09 

GDI Property Group 0.04 Lifestyle Communities -0.08 

Stockland Trust Group 0.04 Cromwell Property Group -0.06 

 

 

Strategy and outlook 

We are currently overweight the office, residential, triple net and aged care trusts funded by 

underweights in retail and industrial trusts. The sector is priced on an FY16 dividend yield of 5.0% and 

a PE ratio of 16.8x. Earnings and balance sheets are stable with sector gearing currently standing at 

29%. We expect falling funding costs, positive spread investing (through developments) 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 

Performance of the global property securities market (on an ex-Australia basis) as measured by the 

FTSE EPRA/NAREIT Developed ex-Australia Index rose by 5.02% during the December quarter. 

North America was the strongest performing region, followed by Europe and Asia.  

 

Portfolio performance 

The BT Wholesale Global Property Securities Fund returned 4.80% in the December quarter 2015 

(post-fee, pre-tax), underperforming its benchmark by 0.22%. 

North America: BT’s North America portfolio outperformed its benchmark over the quarter. 

Outperformance relative to the benchmark was attributable to both positive stock selection and 

positive sector allocation results. Regarding stock selection, results were strongest in the industrial, 

triple net lease, and regional mall sectors and weakest in the apartment, hotel, and shopping centre 

sectors. In terms of sector allocation, positive results were attributable to the portfolio’s overweight to 

the outperforming storage sector and underweight to the underperforming health care sector. Among 

the portfolio’s holdings, top positive contributors to relative performance included overweight positions 

in outperforming DuPont Fabros Technology (DFT), Rexford Industrial Realty (REXR), and Public 

Storage (PSA). Individual detractors included overweight positions in underperforming Boardwalk 

REIT (BEI.U), Hilton Worldwide Holdings (HLT), and American Assets Trust (AAT).  

Europe: BT’s European portfolio underperformed its benchmark over the quarter. Underperformance 

relative to the benchmark was attributable to both negative country allocation and negative stock 

selection results. Regarding country allocation, negative results were driven by the portfolio’s lack of 

exposure to the outperforming Belgium, an overweight to the underperforming United Kingdom, and 

an underweight to the outperforming Spain and Switzerland. Partially offsetting these results were the 

portfolio’s overweight to the outperforming Sweden, which was a positive. In terms of stock selection, 

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

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

overweight positions in outperforming Wihlborgs Fastigheter AB (Sweden), ADO Properties S.A. 

(Germany), and Fabege AB (Sweden). Detractors included a lack of exposure to outperforming 

Fastighets Balder AB Class B (Sweden), Grand City Properties S.A. (Germany), and Swiss Prime Site 

AG (Switzerland).  

Asia: BT’s Asia portfolio underperformed its benchmark over the quarter. Underperformance relative 

to the benchmark was driven by negative stock selection results and, to a lesser extent, negative 
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country allocation results. In terms of stock selection, results were negative in all countries, most 

notably Japan and Singapore. Regarding country allocation, negative results were driven by the 

portfolio’s underweight to the outperforming Singapore and a lack of exposure to the outperforming 

New Zealand. Among the portfolio’s holdings, top individual contributors to relative performance 

included overweight positions in outperforming Japan Rental Housing Investments (Japan) and Link 

REIT (Singapore), and an underweight position in underperforming Sumitomo Realty & Development 

Co. Ltd. (Japan). Top detractors included a lack of exposure to outperforming CapitaLand Ltd. 

(Singapore) and overweight positions in underperforming Nippon Building Fund (Japan) and Mitsui 

Fudosan Co. Ltd. (Japan).  

 

Strategy and outlook 

North America: After a slow summer, employment growth firmed enough in the fourth quarter to allow 

the Federal Reserve to finally raise the Federal Funds rate at its December meeting. The 

fundamentals of the US economy are reasonably strong; employment is growing steadily, 

unemployment is low, auto sales have been booming, and there are even modest signs of a pickup in 

wage growth. Still, the growth outlook is by no means robust as global demand continues to face 

headwinds, and much of the easy growth in the US economy has already happened. Fourth quarter 

GDP estimates are currently predicting something close to 1%, and 2016 growth as a whole will likely 

be slower than that seen in 2015. With commodity prices stuck in a slump, signs of any meaningful 

increase in inflation are few. 

Accordingly, the Fed is expected to be extremely patient in raising rates further. In prior rate hike 

cycles, the Fed increased the Fed Funds rate at nearly every meeting. This time, however, it has 

been guiding investors toward something like increases every other meeting, and given the darkening 

environment in foreign markets, the hikes may be even less frequent. The 10-Year Treasury yield 

increased from 2.06% in September to 2.28% at the end of 2015 as economic data firmed enough to 

make Fed action possible. Over the medium term, we expect long-term interest rates to move up 

even more gradually than the modest pace set by the Federal Funds rate. Despite these rather 

modest growth expectations, the US continues to offer relative stability in a world rife with economic 

uncertainty, and we expect US assets – including real estate – to remain a favoured destination for 

global capital flows. 

The REIT market appears to be fairly valued versus other asset classes. At the end of 2015, REITs 

were trading at a 6% discount to net asset values, and US REIT dividend yields stood at 3.9%. REIT 

yield spreads to bonds were mixed -- they continued to trade at wider-than-average spreads to 

Treasuries (meaning they were relatively less expensive than usual) but were further inside corporate 

bond yields (and thus relatively more expensive) than normal. REITs continue to look most expensive 

versus other equities, though this has been the case since the Global Financial Crisis. 
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While the REIT market is likely to continue to react nervously to upward moves in interest rates in the 

short term, earnings growth should support ample dividend growth and help offset the negative effects 

of a slow increase in interest rates. Going forward, we expect REIT returns to be driven more by 

current yield and improving earnings fundamentals than by additional multiple expansion. Overall, for 

the sector, we expect average cash flow growth for REITs to be in the upper single digits in 2016. 

Europe: The prospects for the European REIT sector continue to be positive. Rising retail sales will 

lead to more demand for retail space at the best retail locations. Although a growing part of consumer 

spending is online, the best performing retailers are the ones with physical stores combined with an 

online presence. This means that the retailer will need less stores to serve its market but it needs 

larger stores, to be able to showcase all its products at their best locations. European REITs tend to 

own the more dominant shopping centres in Europe and are benefitting from this trend, which 

explains why the retail sales growth of the shopping centres of the Continental European REITs is 

significantly higher than the market overall. Demand for office space is generally more muted as 

business investments are lagging. But there are markets which will show attractive rental growth, like 

Stockholm, Madrid and Dublin. London office markets are likely to show rental growth again this year 

as vacancy rates are low, but as mentioned above, supply is increasing which leads to more 

uncertainties. The investment market for real estate is strong in Continental Europe which will result in 

attractive net asset value growth for the Continental European REITs. The investment markets in the 

UK are cooling down after a couple of years of strong value growth. Property yields in the UK are still 

at attractive levels compared to bonds and other capital cities. Overall, European REITs are trading at 

a 5% premium to net asset values. European REITs offer an attractive, relatively low risk, and 

growing earnings yield of 4.7%. The dividend yield is 3.4%. 

Asia: We believe that stock valuations in the Asia Pacific region are not expensive. For the first time in 

a long while, there are more stocks trading at a discount to our intrinsic values, and implied cap rates 

are higher than private market cap rates. However, property fundamentals across the region are still 

expected to be mixed, with some areas seeing improving property trends, such as the office sector in 

Hong Kong and parts of Australia and Japan, but also some pockets of weakness, such as the retail 

sector in Hong Kong and Singapore. We continue to expect stronger asset value growth in Australia 

and Japan on further cap rate compression and some rental growth.  The portfolio continues to seek 

the best relative value in the sub-property markets where we expect to see improving property 

fundamentals.       
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Active Balanced  

Market review 

The Australian share market ended the year positively, with the S&P ASX 300 Accumulation Index   

producing a strong quarterly return of 6.54%.  Sector performance was strongest in Consumer 

Discretionary (+13.0%), Health Care (+12.3%), IT (+11.3%), Banks (+10.4%), Financials ex REITS 

(+9.7%), Utilities (+7.1%) and Consumer Staples (+5.8%) also beat the index. The worst performing 

sector was Resources (- 9.0%). 

Despite global equities ending the year on a negative note, the December quarter was still positive 

overall. The volatility experienced in November rolled into December, despite the much anticipated 

US Federal Reserve rate hike occurring during the month. The MSCI World ex Australia index 

returned +1.72% for December quarter. 

US markets were positive for the quarter as improving economic data and a reasonably strong 

September quarter corporate results saw the S&P 500 finish up 6.5%.  

European markets ended the year on a negative note as the market reacted badly to the ECB’s boost 

to the QE program in early December. The market was expecting more aggressive stimulus and 

many investors saw the opportunity to take profits. However, for the quarter most European markets 

were positive, with the EuroStoxx 50 up 5.4%, the FTSE 100 rising 3.0% and the German Dax up 

11.2%. 

Asian markets were also positive, with Japan finishing up 9.5% for the December quarter, the Hang 

Seng Index rising 5.1% and China H shares (despite significant volatility) up 2.7%. 

The Australian dollar was stronger against the US dollar, appreciating 3.8% to end the quarter at 

US72.86c. This was despite the much anticipated US first rate hike in over eight years, as strong 

employment numbers in Australia tempered the expectations of rate cuts here anytime soon. The 

Australian dollar was also stronger against the UK pound and Euro, rising 6.6% and 6.9% 

respectively. 

During the quarter Australian three-year bond yields climbed by 21 basis points to 2.00% from 1.79% 

and ten-year yields rose by 22 basis points from 2.66% to 2.88%, with the 3-10s yield curve almost 

unchanged at 88 basis points. The Reserve Bank of Australia left the cash rate unchanged at 2% at 

its meetings during the quarter. The Reserve Bank sees inflation as being consistent with its target 

over the next one to two years. Given the benign inflationary environment and the outlook for inflation 

the Reserve Bank has scope to ease monetary policy further, should that be appropriate.  

Over the quarter, US and UK bond yields were up 23 and 20 basis points, respectively. Japanese 

bond yields declined by 9 basis points. Australian bond yields moved in line with the US with the 
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spread decreased marginally by 1 basis point. This fall in bond yields saw the global bond index 

produce a positive 0.48% return. 

 

Portfolio performance 

The BT Wholesale Active Balanced Fund returned 3.38% (post fee, pre-tax) in the December quarter 

2015, outperforming its benchmark by 0.13%.  

Strong equity market and property returns helped drive the positive absolute return numbers as the 

Australian equity markets rebounded after a negative September quarter. 

Our active management in Australian equities contributed strongly, with our strategy outperforming by 

0.89% over the index for the quarter. Our key overweight positions in Qantas, Asciano and Macquarie 

added value and our underweight resources exposures also contributed positively. 

Our global equity exposure slightly underperformed the index with our overweight to European stocks 

and Asia and emerging markets exposure detracting from active returns. 

Our overweight government bond and US dollar exposures also detracted from active returns for our 

fixed interest exposures. 

From a tactical perspective our short commodities positions, especially in oil and copper, contributed 

strongly to returns and offset our overweight fixed income and equities exposures to produce a 

positive 0.47% return. 

 

Strategy and outlook 

2015 ended on a volatile note and 2016 looks to be headed in a similar direction. The ramifications of 

a gradual rise in US rates over the next few years is still uncertain, particularly when coupled with 

concerns of oversupply in commodity markets, emerging market economy slowdowns and high debt 

levels.   

 

There are many companies which are highly leveraged to commodity prices and a sustained period of 

low prices could push up defaults for both companies and - more worryingly - for some countries that 

have strong export revenue from these commodities, especially oil. 

 

Domestically we have started to see signs of rebalancing away from the mining sector to more dollar-

sensitive areas like the tourism and service sectors. A further depreciation of the Australian dollar will 

help with this transition, as would a potential rate cut or two.  
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The slowing of growth and increased volatility will mean that returns overall will be lower in the next 

12 months then they have been over the past few years, but strong active management combined 

with disciplined asset allocation should see us add additional alpha to somewhat offset the lower 

market returns. 
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Performance as at 31 December 2015  
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) 2.83 7.17 2.02 2.02 6.13 5.89 11.92 8.12 10.08
Total Return (pre-fee, pre-tax) 2.90 7.39 2.43 2.43 6.98 6.73 12.81 8.98 11.10
Benchmark 2.73 6.54 -0.35 -0.35 2.80 4.04 9.01 6.67 9.90

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

Total Return (post-fee, pre-tax) 2.62 6.59 0.07 0.07 2.84 4.20 9.27 6.92 9.69
Total Return (pre-fee, pre-tax) 2.70 6.83 0.53 0.53 3.77 5.14 10.26 7.88 10.71
Benchmark 2.73 6.54 -0.35 -0.35 2.80 4.04 9.01 6.67 8.46

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) 3.22 8.54 3.23 3.23 7.94 7.91 13.95 8.60 8.97
Total Return (pre-fee, pre-tax) 3.44 9.07 4.25 4.25 9.67 9.20 15.15 9.61 10.11
Benchmark 2.73 6.54 -0.35 -0.35 2.80 4.04 9.01 6.67 6.87

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

Total Return (post-fee, pre-tax) 2.40 7.63 2.19 2.19 6.60 6.94 11.98 7.80 8.51
Total Return (pre-fee, pre-tax) 2.49 7.89 2.69 2.69 7.62 7.96 13.05 8.82 9.57
Benchmark 2.73 6.54 -0.35 -0.35 2.80 4.04 9.01 6.67 7.70

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) 3.16 10.46 8.76 8.76 13.96 13.09 15.49 9.82 9.26
Total Return (pre-fee, pre-tax) 3.51 10.98 9.76 9.76 15.95 14.90 17.68 11.96 11.84
Benchmark 2.32 9.55 6.81 6.81 10.18 10.00 10.96 5.13 2.95

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) 4.72 12.42 16.42 16.42 25.35 11.05 13.88 9.70 13.69
Total Return (pre-fee, pre-tax) 4.84 12.78 17.17 17.17 26.93 12.44 15.31 11.04 14.97
Benchmark 3.91 11.32 6.98 6.98 10.16 2.94 1.69 -2.51 7.25

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) 5.16 14.41 16.75 16.75 32.02 21.75 22.39 15.83 19.43
Total Return (pre-fee, pre-tax) 5.77 15.22 19.80 19.80 39.38 28.26 29.58 22.28 25.53
Benchmark 3.91 11.32 6.98 6.98 10.16 2.94 1.69 -2.51 0.86

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) -1.45 1.50 2.64 2.64 12.64 14.11 24.62 16.22 5.56
Total Return (pre-fee, pre-tax) -1.37 1.75 3.14 3.14 13.73 15.21 25.83 17.33 6.73
Benchmark -2.28 1.72 2.14 2.14 11.80 13.39 23.93 15.51 7.02

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) 3.40 5.49 7.06 7.06 13.21 19.53 14.87 15.01 7.41
Total Return (pre-fee, pre-tax) 3.45 5.66 7.41 7.41 13.92 20.31 15.61 15.74 8.24
Benchmark 4.04 6.02 7.22 7.22 14.38 20.42 15.87 15.25 7.26

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) 0.41 4.80 4.83 4.83 3.82 14.89 11.85 12.35 9.98
Total Return (pre-fee, pre-tax) 0.49 5.05 5.31 5.31 4.77 15.96 12.89 13.40 10.98
Benchmark 0.49 5.02 4.67 4.67 3.85 15.48 12.17 12.69 9.57

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) -0.32 -1.39 1.74 1.74 1.57 6.33 4.54 6.55 6.80
Total Return (pre-fee, pre-tax) -0.28 -1.26 2.00 2.00 2.08 6.87 5.06 7.06 7.36
Benchmark 0.33 -0.25 1.95 1.95 2.59 6.14 4.73 6.62 6.97

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) -1.34 -1.79 1.78 1.78 1.50 6.69 4.72 5.93 6.58
Total Return (pre-fee, pre-tax) -1.29 -1.66 2.05 2.05 2.04 7.25 5.27 6.48 7.17
Benchmark -0.01 0.48 3.08 3.08 3.63 7.37 5.54 7.05 7.52

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

Total Return (post-fee, pre-tax) 0.15 -0.14 1.54 1.54 2.70 5.56 4.94 6.88 6.01
Total Return (pre-fee, pre-tax) 0.19 -0.03 1.77 1.77 3.17 6.03 5.41 7.36 6.55
Benchmark 0.18 -0.12 1.62 1.62 2.88 5.54 4.86 6.67 6.13

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

Total Return (post-fee, pre-tax) 0.20 0.51 1.00 1.00 2.28 2.86 3.12 4.21 5.16
Total Return (pre-fee, pre-tax) 0.22 0.58 1.13 1.13 2.54 3.12 3.38 4.47 5.51
Benchmark 0.19 0.55 1.09 1.09 2.33 2.51 2.63 3.37 5.20

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

Total Return (post-fee, pre-tax) 0.18 0.53 1.07 1.07 2.28 2.43 2.58 3.32 6.81
Total Return (pre-fee, pre-tax) 0.20 0.59 1.18 1.18 2.51 2.66 2.81 3.54 7.12
Benchmark 0.19 0.55 1.09 1.09 2.33 2.51 2.63 3.37 6.90

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) 0.39 0.44 1.93 1.93 2.92 4.75 5.31 5.48 5.95
Total Return (pre-fee, pre-tax) 0.44 0.61 2.27 2.27 3.60 5.43 6.01 6.14 6.61
Benchmark 0.17 0.51 1.01 1.01 2.13 2.33 2.48 3.20 3.40

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) 0.79 3.38 2.60 2.60 5.86 8.15 11.30 8.58 7.75
Total Return (pre-fee, pre-tax) 0.88 3.63 3.09 3.09 6.87 9.18 12.36 9.61 8.83
Benchmark 0.83 3.25 1.29 1.29 4.96 7.02 9.63 8.09 7.45

(%)
1 M o nth 3 M o nths 6 M o nths
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believed to be accurate at its issue date.  While such material is published with necessary permission, neither BTIM nor any 
company in the BTIM 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.  

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 ARSN  089 935 964  
 BT Wholesale Imputation Fund ARSN 089 614 693  
 BT Wholesale Focus Australian Share Fund ARSN 113 232 812  
 BT Wholesale Ethical Share Fund ARSN 096 328 219  
 BT Wholesale Smaller Companies Fund ARSN 089 939 328 
 BT Wholesale MidCap Fund ARSN 130 466 581  
 BT Wholesale Core Global Share Fund#  ARSN 089 938 492  
 BT Wholesale Global Fixed Interest Fund ARSN 099 567 558  
 BT Wholesale Enhanced Credit Fund ARSN 089 937 815  
 BT Wholesale Fixed Interest Fund ARSN 089 939 542  
 BT Wholesale Property Investment Fund ARSN 089 939 819  
 BT Wholesale Global Property Securities Fund ARSN 108 227 005  
 BT Wholesale Managed Cash Fund ARSN 088 832 491  
 BT Wholesale Enhanced Cash Fund ARSN 088 863 469  
 BT Wholesale Active Balanced Fund ARSN 088 251 496  

A product disclosure statement (PDS) is available for each of the above products and can be obtained by contacting BTIM on 
1800 813 886, or 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. 

 


