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Fund details
Inception date
Minimum initial
investment
Distribution frequency

1 October 2013
$20,000

Buy/sell spread
Management fee

0.05%/0.05%
0.75%

the last Sunday of December and 30 June Estimated indirect costs
each year

0.14%

Performance
Period ended
1

Net

1 month

3 months

1 year

3 years

%

%

%

%pa

-0.6

Gross

2

CPI3

Since inception on
1 Oct 2013
%pa
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2.5
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0.3
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4.8

0.1

0.4

1.8
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Past performance is not a reliable indicator of future performance. Returns are not guaranteed and actual returns may vary from any target described in this document.
1
Net returns are calculated after deducting management fees and assume reinvestment of all distributions.
2
Gross returns are provided as the portfolio’s stated objective is to outperform before fees are deducted.
3
The measure of inflation is the Consumer Price Index (CPI), calculated by the Australian Bureau of Statistics. A proxy CPI value has been calculated for the most recent
quarter as the official number was not available at the time of publication.

Contributors to returns

Asset allocation

How much each asset class contributed to the portfolio's return is
shown below. Returns for periods longer than one year are annualised
(% pa).
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Past performance is not a reliable indicator of future performance.
The returns shown in the graph are before deducting management fees.

Australian Non-Govt Bonds 28.5%

Global Bank Loans 4.5%
Enhanced Cash 32.5%

Performance relative to its objective
The portfolio's objective:

occur. But we do know that the return consequences are potentially
dramatic and can’t be ignored when making decisions about where to
invest the portfolio.

Regime changes are a dangerous moment for markets for this is
precisely when yesterday ceases to be a good predictor of tomorrow.
The profound complication of regime change for investors is that the
moment of change is only ever clear in hindsight. This, in turn, means
Generating returns above inflation requires the portfolio to invest at that we can never be sure of what the current regime is, let alone the
least partly in risk assets such as shares. As a result there will be times regime that will exist in the future.
when the portfolio doesn’t deliver its return objective, and the portfolio
may fall in value. However, we aim for the portfolio to have less than Perceptions that the current ‘lower for longer’ regime for interest rates
a 15% chance of a negative return over a 3 year period. To control the and bond yields, needs to be challenged. Indeed the sharp rise in bond
yields in February was a clear warning to investors that a bear market
risk of negative returns we flexibly adjust the portfolio’s asset
in bonds has a far-reaching negative impact on other asset valuations.
allocation, investing in a combination of assets that provide an
attractive potential return for the risk taken.
Ultimately there is only one future that will play out. After the event,
Over the 3 years to 31 October 2018 the portfolio has underperformed this will seem inevitable. But in reality there are many futures or
its objective due to our defensive positioning, producing a return of alternative histories that could have occurred. This is the inconvenient
3.2% pa (before fees) which was 1.5% above inflation. We’ve defensively reality that we must pay attention to. Predictions are seductive and
positioned the portfolio to control exposure to risk as outlined below. cast an impression of wisdom. But predictions are dangerous when
prior beliefs turn out to be founded on limited insight.
Aims to deliver a return of 3.5% pa above inflation, before fees, over
3 year periods by limiting the risk of negative returns over this time
frame.

Portfolio positioning

Markets recovered strongly after February’s falls and they’ve fallen
again in October. There are a number of factors causing the recent
volatility, including:
· concern that markets will suffer from central banks tightening
financial conditions
· uncertainty on the outlook for global economic growth created by
President Trump’s trade war, and
· credit growth is also showing signs of weakness.

We believe that long-term client outcomes are best served when our
investment decisions closely align what we actually know and what
we believe we know. This means there will be times when our
positioning seems to run counter to what might seem obvious. We
may appear to give up returns because we’re not heavily invested in
high risk assets when they’re rising strongly. However, we firmly
believe that avoiding fads and maintaining risk discipline is the best
way to achieve reliable long-term outcomes for our clients.
I

Further information

When we look back over longer periods we can observe strong return
Additional information on performance, asset allocations and portfolio
environments are followed by periods of market falls. Due to our
positioning is available on our Fund Profile Tool at www.
defensive positioning of the portfolio, it’s during these periods of
mlcinvestmenttrust.com.au
market weakness that we’d expect the portfolio to deliver robust
returns relative to a traditionally managed diversified portfolio.
Just because share markets have been weakened recently doesn’t mean
a scenario of interest rates staying ‘lower for longer’ and share markets
rising strongly might not persist for a long time yet. That is a
possibility, but it’s only one scenario we need to take into account.
The challenge is to work out what the right trade-off is between
reducing the risk of a portfolio generating capital losses and harvesting
returns now.
A fundamental question underlying all this is whether interest rates
(and bond yields) will remain permanently lower, or at least where
they are, for a lot longer. We can’t know when a major change will

Important Information
The information in this presentation has been provided by MLC Investments Limited (ABN 30 002 641 661, AFSL 230705), a member of the National Australia
Bank Limited (ABN 12 004 044 937, AFSL 230686) group of companies (NAB Group), 105–153 Miller Street, North Sydney 2060. NAB does not guarantee or
otherwise accept any liability in respect of any financial product referred to in this presentation.
This information may constitute general advice. It has been prepared without taking account of an investor’s objectives, financial situation or needs and
because of that an investor should, before acting on the advice, consider the appropriateness of the advice having regard to their personal objectives, financial
situation and needs.
You should obtain a Product Disclosure Statement (PDS) relating to the financial products mentioned in this communication issued by MLC Investments
Limited, and consider it before making any decision about whether to acquire or continue to hold these products. A copy of the PDS is available upon request
by phoning the MLC call centre on 132 652 or on our website at www.mlcinvestmenttrust.com.au/mlcit/product_disclosure_statements
Past performance is not a reliable indicator of future performance. The value of an investment may rise or fall with the changes in the market. The performance
returns in this communication are reported before deducting management fees and taxes unless otherwise stated.
Actual returns may vary from any target return described in this communication and there is a risk that the investment may achieve lower than expected
returns.
Any opinions expressed in this communication constitute our judgement at the time of issue and are subject to change. We believe that the information
contained in this communication is correct and that any estimates, opinions, conclusions or recommendations are reasonably held or made at the time of
compilation. However, no warranty is made as to their accuracy or reliability (which may change without notice) or other information contained in this
presentation.
MLC Investments Limited may use the services of NAB Group companies where it makes good business sense to do so and will benefit customers. Amounts
paid for these services are always negotiated on an arm’s length basis.
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