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ASSET ALLOCATION
Portfolio Date: 31/03/2018

%

Equity 46.7

Bond 22.9

Cash 29.6

Other 0.7

Total 100.0

INVESTMENT RETURNS
Time Period: 01/04/2013 to 31/03/2018
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Morningstar Global Balanced 146.7 Custom Benchmark 137.3

MORNINGSTAR EQUITY STYLE BOX
Portfolio Date: 31/03/2018
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Value Blend Growth

Market Cap %

Market Cap Giant 49.5

Market Cap Large 36.8

Market Cap Mid 12.6

Market Cap Small 1.0

Market Cap Micro 0.1

PORTFOLIO DETAILS
Benchmark

Maximum Equity

Inception Date

Total Investment Charge**

Discretionary Management fee

Platform Availability

.

.

65% MSCI ACWI / 35% Barclays Global Aggregate

75%

1 November 2015

0.52

0.20

Investec Global Select

Glacier International

Momentum Wealth International

TRAILING RETURNS
YTD 1 Year 3 Years 5 Years

Morningstar Global Balanced

Custom Benchmark

MSCI ACWI -0.96 14.85

-0.05

8.12

-0.15

9.20

12.67

12.08

6.68

6.49

7.96

6.55

RISK STATISTICS
Time Period: 01/04/2013 to 31/03/2018

Global
Balanced

Custom
Benchmark

Max Drawdown

# of Periods

Recovery # of Periods

% Positive Months

Best Quarter

Worst Quarter

Annualised Return

-12.33

9.00

11.00

65.00

6.59

-8.11

7.96

-8.97

17.00

6.00

65.00

6.12

-5.84

6.55

MONTHLY RETURNS %
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year

2018

2017

2016

2015

2014

2013

3.9 -2.4 -1.4

3.0 2.1 1.3 1.6 1.8 0.6 2.1 0.5 1.4 1.7 1.1 1.4

-5.4 -0.7 6.3 0.5 0.4 -0.4 3.7 1.1 0.5 -1.0 0.1 1.1

-0.1 3.3 -0.6 2.1 0.3 -2.1 0.0 -5.0 -3.3 5.7 -0.5 -1.4

-2.1 3.9 0.1 0.2 2.2 1.6 -0.2 2.0 -2.9 1.0 0.9 -1.4

3.5 0.0 1.2 2.6 -0.6 -2.4 3.6 -1.9 4.3 3.1 1.5 1.3

20.2

5.8

-1.9

5.3

17.1

INVESTMENT OBJECTIVE
The balanced portfolio is managed to provide investors with moderate US$ capital 
growth. The portfolio aims to beat a composite benchmark of 65% equities (MSCI 
ACWI) and 35% fixed income (Barclays Global Aggregate) using a blend of both active 
and passive funds. the portfolio may be suitable for an investor concerned with capital 
security, but willing to take some risk to achieve capital growth over the longer term.

UNDERLYING FUND MANAGERS
Equity Fixed Income
BlackRock                                                    BlackRock
Satrix                                                           Investec Asset Management
Investec Asset Management                       Coronation Fund Managers
Fidelity Investments                                     PIMCO
Dodge & Cox

*Returns are simulated and based on the underlying funds at the initial weightings and are net of published asset manager fees. Returns greater than a year have been annualised.
**Please note: The Total Investment Charge (TIC) is the sum of the Total Expense Ratio (TER) and Transaction Costs (TC). The TIC may vary from one platform to another depending on underlying fund fee class availability. The 
abovementioned fees exclude financial advisor fees, platform fees. Please see information at the back of this pack for an explanation of the fees.
©2018 Morningstar. All Rights Reserved. The Morningstar name and logo are registered trademarks of Morningstar, Inc. The information, data, analyses, and opinions contained herein (1) include the proprietary information of 
Morningstar Inc. and its subsidiaries, (2) may not be reproduced, disseminated or disclosed without our prior written approval, (3) do not constitute investment advice offered by Morningstar, (4) are provided solely for informational 
purposes and therefore are not an offer to buy or sell a security, and (5) are not warranted to be correct, complete, or accurate. Morningstar shall not be responsible for any trading decisions, damages, or other losses resulting from, or 
related to, this information, data, analyses, or opinions or their use. It is important to note that investments in securities involve risk and will not always be profitable. MIM does not guarantee that the results of its investment decisions 
or the objectives of the portfolio will be achieved. MIM does not guarantee that negative returns can or will be avoided in any of its portfolios. An investment made in a security may differ substantially from its historical performance and 
as a result, you may incur a loss. Past performance is not a guide to future returns.  Market data and statistical information has been obtained from various sources that we consider to be reliable. However, we make no representation 
as to, and accept no responsibility or liability whatsoever for, the accuracy or completeness of such information. The Morningstar Investment Management group comprises Morningstar Inc.’s registered entities worldwide, including 
South Africa. Morningstar Investment Management South Africa (Pty) Ltd is an authorised financial services provider (FSP 45679). Office address: 2nd Floor, Clock Tower Office Suites, V&A Waterfront, Cape Town, 8001.



QUARTERLY PERFORMANCE

Morningstar Global Balanced (USD)

TRAILING RETURNS

1 month 3 months YTD 1 year 3 years* 5 years*

Morningstar Global Balanced

MSCI ACWI

MSCI EM

Global Bonds

NASDAQ 100

FTSE 100

Nikkei 225 Average

S&P 500

-2.14

-1.86

1.06

-3.94

-1.42

-0.25

-1.71

-2.54

-0.05 -0.05 12.67 6.68 7.96

-0.96 -0.96

1.42 1.42

1.36 1.36

3.15 3.15

-3.78 -3.78

0.65 0.65

-0.76 -0.76

14.85

24.93

6.97

22.38

12.43

21.18

13.99

8.12

8.81

3.14

16.32

3.43

10.07

10.78

9.20

4.99

1.49

19.97

4.18

10.84

13.31

MARKET COMMENTARY

Markets in Review

The start of 2018 has proved to be a behavioural minefield for investors. Like most of 2017, investors are grappling with a backdrop of trade tensions, 
political instability, rising interest rates, and a mature business cycle. Yet, perhaps of more importance, investors are now also questioning their own 
unbounded optimism and recognising that markets won’t always go up.

This development is a meaningful change, and lessons abound. Unlike 2017, which saw a synchronised bull market and unheralded returns, the first 
quarter of 2018 has brought sanity to the equation. Somewhat paradoxically, it may be that the threat of a trade war will be what brings the relationship 
between price and fundamentals back under the microscope.

What is interesting is that the equity market setback in the first quarter came at a time when the fundamentals remained intact. Corporate earnings 
continue to rise in the majority of instances and default rates remain low. Hence, the unwinding of performance appears more complex than an 
unassuming turn in the business cycle—more likely to reflect a change in collective behaviour (i.e., the fear/greed cycle), especially against export-
oriented markets. 

In this regard, fear-inducing headlines were not hard to spot, with Donald Trump’s threat of a trade war beginning to materialise. Export-oriented markets 
began to suffer alongside the U.S., with multinational corporations in Germany, Japan, and the U.K. selling off on the back of this news. Listed property
also saw significant price declines. Even at a sector level there has been little respite, with deteriorating performance across the board. Interestingly, 
emerging markets were among the most resilient, presumably due to a combination of cheaper valuations and a market composition that is increasingly 
focused on domestic growth. Rather ironically, commodity prices generally rose (oil increased 8%) and it was defence companies that topped the best-
performers list.

Elsewhere, a combination of rising interest rates and widening credit spreads (especially in the U.S.) have boosted bond yields from historically low levels. 
This shift is meaningful, as fixed income and equity markets have shown vulnerabilities under this development. The impact was felt most during 
February and March, with inflation-linked bonds and corporate debt failing to add any value over government bonds.

In contemplating the chain of events, the impact of currency hedging must also be considered. For instance, the Japanese yen strengthened and the US 
dollar weakened during the March quarter (the currency differential was over 6% between them), meaning unhedged Japanese assets generally 
outperformed for offshore investors, and vice versa. Under such a blanket of currency volatility, the hedging decision carries greater influence in risk 
management.

Looking forward

Moving to the longer-term outlook, it could be tempting to attribute the recent market falls to a single factor and extrapolate some form of future 
expectation. For instance, a trade war between the U.S. and China is a scary prospect with no clear winner. However, trying to predict such matters would 
be a fool’s errand, and taking action on this basis would be a mistake. 

Inevitably, the market will redirect its attention to the difference between price and the underlying fundamentals. Opportunities tend to reside in unloved 
pockets because a margin of safety is at its widest. Therefore, we continue to construct our portfolios with a bias to these typically unloved assets, with a 
constant eye on maximising reward for risk in a long-term context.
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PORTFOLIO COMMENTARY

Portfolio Update

The first quarter of 2018 was challenging, with equities and fixed income both enduring a difficult period. Under the influence of widespread headwinds, 
the Portfolio experienced a 0.05% loss, although we note that the one-year and three-year performance numbers are still healthy at 12.67% and 6.68% 
respectively. 

Asset Allocation

In order to protect and sustainably grow wealth, it is the asset allocation of the Portfolio that has the greatest impact on outcomes. In this sense, driving 
the total Portfolio outcome were four key factors: a) widespread equity declines, b) fixed income sensitivities, c) currency shifts, and d) a high cash holding 
buffering the result. 

In the end, the biggest influence on outcomes has been the state of equity markets. January strength turned into February/March weakness and ultimately 
dragged on returns. In relative terms however our guarded approach to equity markets has helped and the Portfolio benefited from our underweight 
allocation. 

Regarding the underlying equity exposure, we continue to apply a diversified approach that favours the areas we deem to have the best reward for risk. For 
instance, we continue to see opportunity among the U.K. multinationals, Japanese corporations and emerging markets; to name a few. In this regard, 
there has been no hiding the disappointing performance of U.K. multinationals, however this was partially offset in the first quarter by emerging market 
resilience. 

On the defensive side, fixed income markets generally struggled amid the rising interest rate environment. Government debt performed better than riskier 
equivalents – partly reflecting a flight to safety – although were quite uninspiring and failed to protect against equity weakness. In this regard, we were 
pleased to be holding a reduced level of corporate credit exposure in favour of higher-quality government debt, which certainly helped in relative terms 
through February and March. The Portfolio holds a sensible position in US Treasuries, which should help boost the yield and buffer the Portfolio against any 
adverse shocks. Over the quarter the addition to emerging market local currency debt also proved beneficial, as it was the standout performer, delivering a 
positive return.

The last, but not least, is our cash holding. This proved to be a source of safety for the quarter and helped curtail the losses experienced more broadly. We 
continue to hold elevated cash levels and will seek to deploy this cash if/when opportunities arise.

Fund Selection

From a fund selection point of view the equity funds had mixed returns while in the fixed income portfolio the stand-out performer in both absolute and 
relative terms was the Investec GSF EM Local Currency Debt fund. In the equity portion both the US funds underperformed while elsewhere the Fidelity 
Emerging Markets fund, Investec GSF Asian Equity fund and Investec GSF UK Alpha fund all outperformed.

Summary

Despite the market-driven setback, the Portfolio continues to perform within the expected risk/return and drawdown framework over the long term, with
asset allocation and investment selection playing an important role for investors.

In a forward-looking context, the Portfolio retains a guarded stance with targeted exposure to the areas that we have conviction will offer the most 
compelling long-term value. In such a challenging environment, patience and pragmatism are called on as we seek to maximise returns for investors in a
risk conscious manner. 


