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ASSET ALLOCATION
Portfolio Date: 2018/06/30

%

Equity 20.7

Bond 35.5

Cash 42.6

Other 1.1

Total 100.0

INVESTMENT RETURNS
Time Period: 2013/07/01 to 2018/06/30
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Morningstar Global Cautious 127.6 Custom Benchmark 123.5

MORNINGSTAR EQUITY STYLE BOX
Portfolio Date: 2018/06/30
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Value Blend Growth

Market Cap %

Market Cap Giant 52.1

Market Cap Large 33.4

Market Cap Mid 13.4

Market Cap Small 1.0

Market Cap Micro 0.0

PORTFOLIO DETAILS
Benchmark

Maximum Equity

Inception Date

Total Investment Charge**

Discretionary Management fee

Platform Availability

.

.

35% MSCI ACWI / 65% Barclays Global Aggregate

40%

1 November 2015

0.46

0.20

Investec Global Select

Glacier International

Momentum Wealth International

TRAILING RETURNS
YTD 1 Year 3 Years 5 Years

Morningstar Global Cautious

Custom Benchmark

MSCI ACWI -0.43 8.19 9.4110.73

-1.08 4.60 4.65 4.31

-1.06 4.24 4.68 5.00

RISK STATISTICS
Time Period: 2013/07/01 to 2018/06/30

Global
Cautious

Custom
Benchmark

Max Drawdown

# of Periods

Recovery # of Periods

% Positive Months

Best Quarter

Worst Quarter

Annualised Return

-6.93

9.00

6.00

66.67

4.31

-4.63

5.00

-7.52

17.00

6.00

60.00

4.58

-4.18

4.31

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

2018

2017

2016

2015

2014

2013

2.2 -1.4 -0.6 -0.2 -0.5 -0.5

1.9 1.6 0.8 1.2 1.1 0.2 1.3 0.6 0.6 1.0 0.8 0.9

-2.9 0.1 4.2 0.8 0.0 0.3 2.3 0.7 0.1 -0.5 -0.4 1.0

0.2 1.5 -0.4 1.1 -0.3 -1.3 0.1 -2.8 -2.0 3.6 -0.4 -1.1

-1.2 2.2 0.2 0.5 1.3 0.9 0.1 1.0 -1.9 0.6 0.4 -0.8

1.8 -0.2 0.8 1.9 -1.0 -1.9 2.3 -1.5 2.6 1.9 0.7 0.7

12.7

5.6

-1.8

3.3

8.4

INVESTMENT OBJECTIVE
The cautious portfolio is managed to provide investors with conservative US$ capital 
growth. The portfolio aims to beat a composite benchmark of 35% equities (MSCI 
ACWI) and 65% fixed income (Barclays Global Aggregate) using a blend of both active 
and passive funds. The portfolio may be suitable for an investor primarily concerned 
with short term capital security.

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

*Returns are simulated and based on the underlying funds at the initial weightings and are net of published asset manager fees. Returns calculated prior to December 2017 (i.e. 3-year and 5-year returns) are based on the portfolio’s on the 
Invested Global Select platform. 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 Cautious (USD)

TRAILING RETURNS

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

Morningstar Global Cautious

MSCI ACWI

MSCI EM

Global Bonds

NASDAQ 100

FTSE 100

Nikkei 225 Average

S&P 500

0.53

0.62

-0.54

-2.78

-7.96

-0.44

1.09

-4.15

7.27

3.43

-0.43

-6.66

-1.46

10.65

2.65

10.73

8.20

1.36

26.01

14.37

5.60

8.19

2.58

18.39

11.93

9.41

5.01

1.50

20.80

13.42

-1.01

-1.28

3.13

0.01

-0.77

0.66

10.51

15.12

3.47

8.83

5.28

9.86

-0.48 -1.20 -1.06 4.24 4.68 5.00

MARKET COMMENTARY

Markets in Review

The investment landscape is offering both opportunities and challenges. The second quarter of 2018 was testament to this, with an 
undercurrent of risk-off sentiment yet broad market resilience. 

A key focal point has been the trade-war rhetoric, with emerging markets being put under significant pressure as capital outflows 
persisted. This is true both at an asset level and at a currency level, although the fundamental thesis and economic progress is largely 
unchanged. Related to this development, a meaningful move was a stronger US dollar (especially relative to the euro and sterling), 
helping bolster returns for non-U.S. investors into U.S. markets 

For some time now, investors have had to grapple with the implications of increasing borrowing rates. This theme continued through 
the second quarter, as most central banks (excluding Japan) have made it clear that they are either unwinding, or planning to unwind, 
the monetary stimulus that has persisted for the best part of a decade. This has muted returns from bond markets, especially 
government bonds with longer duration, whilst inflation-protected bonds continue to be shaped by a rollercoaster of changing inflation 
expectations. Corporate bonds have also had to deal with a modest rise in bond yields, albeit from a low base, which has hampered 
performance. 

Meanwhile, European investors have also had to come to terms with Italy’s precarious political situation and a closing deadline on 
Brexit. This has dampened risk appetite in the region as investors contemplate the possible repercussions on the European banking 
system and any contagion risk associated. Tensions related to Brexit have heightened once again, although U.K. multinationals have 
generated stronger investor interest, especially as sterling fell over the quarter. 

Interestingly, despite the dual headwinds of European political vulnerabilities and escalating trade-war fears, broad equity markets have 
managed to deliver reasonably robust outcomes. Strong earnings growth has certainly helped, with U.S. companies in particular
continuing to post stellar profit results. Within this, investors have seemingly sought solace in higher-quality investments, sometimes 
carrying little regard for the price they must pay. 

Country and sector dispersion is also alive and well as strength in technology, healthcare and consumer staples was offset by 
weakness in telecoms and financials. Similarly, at a country level, resilience among companies in the U.S., Japan and Russia was offset 
by significant price falls in Brazil, China and Turkey.   

The clouded and changing sentiment therefore requires careful judgement. Behavioural changes are afoot, although investor 
complacency still appears to be widespread (global confidence surveys have generally moved from strong optimism to moderate 
optimism). Perversely, any continuation of this move could see fear-driven price action and this would be the springboard for great long-
term opportunities to develop.



QUARTERLY PERFORMANCE

Morningstar Global Cautious (USD)

PORTFOLIO COMMENTARY

Portfolio Update

The second quarter of 2018 was challenging, with equities and fixed income both enduring a difficult period. Against this backdrop, the 
Morningstar Global Cautious Portfolio returned -1.2% in USD terms. While we are never pleased with a negative return, the portfolio 
has delivered a return of 4.2% in USD over the past 12 months. This result came despite our high cash holding, with the Portfolio 
continuing to perform according to our longer-term expectations as we navigate a challenging investment landscape. 

Underlying the healthy absolute outcome, we saw several important developments that are worthy of investor attention. Primarily, we 
saw significant country and currency disparities which reinforce the need for fundamental diversification and are set to play an 
important role on Portfolio performance over the longer term. 

Asset Allocation

The asset allocation continues to have the biggest impact on returns, with market divergence and relative valuations both acting as key 
factors in performance and positioning. 

In a quarter where emerging markets came under pressure, the Portfolios exposure to both emerging market equities and debt (albeit is 
relatively low at 5.0% and 4.0% respectively), detracted from performance.

The fixed income portion of the Portfolio remains an important area to us (at circa 35.0% of the total Portfolio), where we continue to 
see appeal in higher yielding markets such as U.S. Treasuries. These exposures haven’t helped absolute performance in recent times, 
however our conviction in these assets continue to rise as yields reach more sustainable levels and may become quite a compelling 
opportunity if developments persist.

Our relatively high cash holding of 43.0% also plays an interesting role in this regard. Apart from offering protection against adverse 
market outcomes (acting as a drag during strong periods and vice versa), it also helps us to further reduce the interest rate sensitivity 
of the Portfolio. Purposefully, in a landscape where interest rates have a reasonable probability of rising over the long term from a very 
low base, cash may offer protective benefits among defensive assets too. In this regard, we have also kept our exposure to U.K. gilts 
and corporates relatively low. 

Fund Selection

While the asset allocation has been additive to overall performance in relative terms, the underlying funds have acted as a modest drag 
to the Portfolio through the second quarter. The Portfolios holding in the Fidelity Emerging Market Equity fund and the Investec 
Emerging Market Debt fund were the biggest detractors from performance with both funds feeling the effects of the global risk off 
trade.

It was the Portfolios holding in US equities via the iShares North America Equity Index that was the main contributor to performance for 
the quarter. 

In this regard, it is important to remind investors that our goal when implementing the investment strategy is to extract the highest net-
of-fee return possible, but always by employing a long-term approach. In practice, this will involve periods of near-term 
underperformance from pockets of the Portfolio, so the key is to ensure the outcomes are consistent with our desired total Portfolio 
risk/reward characteristics.

Summary

We continue to apply a fundamentally-diversified approach that seeks to maximise reward for risk over the long term. 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.


