31 March 2019
The Pro-D Balanced Fund is a cost-effective and diversified investment solution with a strategic asset allocation of 50 percent Growth assets
and 50 percent Defensive assets.
Combining the expertise of Farrelly Research & Management and Australian Unity, the Fund seeks to improve the tax-effectiveness of returns
by investing across a range of active and indexed investment strategies.
The Fund aims to deliver returns in excess of inflation plus 3.5 percent per annum over rolling five-year periods.

Performance as at 31 March 2019
1 mth %

3 mths %

1 yr %

3 yrs % pa

5 yrs % pa

Since inception
% pa

Distribution return

0.00

0.00

5.82

6.02

5.51

5.15

Growth return

0.90

5.34

0.58

0.97

0.64

1.73

Fund total return

0.90

5.34

6.40

6.99

6.15

6.88

Target return benchmark^

0.47

1.40

5.37

5.46

5.21

5.40

Excess return

0.43

3.94

1.03

1.53

0.94

1.48

Returns are calculated after fees and expenses and assume the reinvestment of distributions. Past performance is not a reliable indicator of future performance. Inception date for performance
calculations is 31 December 2012. ^The target return benchmark is the Consumer Price Index, all groups, weighted average of 8 capital cities plus 3.5% pa and is an estimate only. It is based on the
most recently released quarterly data from the Australian Bureau of Statistics, which typically lags by up to three months. No guarantee or assurance is provided as to the achievement of this
target.

How investment markets performed
March was a relatively benign month for equity markets, whereas US and
Australian Government Bond yields continued to fall, resulting in higher
bond prices.
The S&P/ASX 300 Accumulation Index gained in March posting a total
return of 0.73 percent. International share markets also performed
strongly; the MSCI World Ex Australia Index returned 1.66 percent
(hedged to the Australian dollar) while a relatively steady AUD saw the
unhedged index post a comparable return of 1.49 percent. Listed
Australian REITs rose strongly during the month, achieving a total return
of 6.04 percent. Australian REITs have now returned 25.92 percent over
the past year.
The Australian dollar gained marginally by 0.03 percent to close at
0.7096 USD. A range of positive and negative data prints, together with
minimal change in the spread between Australian and US bond yields, has
seen the Australian dollar trade in a tight band this month.
At the March US Federal Reserve (Fed) policy meeting rates were left
unchanged, and the Fed implied no further rate hikes would be
appropriate in 2019. This marked a significant change from the two rate
hikes that were expected by the Fed back in December 2018. This change
in stance resulted in the yield curve inverting during the month,
historically a precursor to recession, with the US 10 year yield of 2.34
percent per annum dropping below the US one year yield of 2.38 percent
per annum.
Australian 10 year bond yields fell by 32 basis points to 1.78 percent per
annum and two year yields fell by 24 basis points to 1.46 percent per
annum. US bond yields has similar falls; the 10 year yield decreased 31
basis points to 2.41 percent per annum and the two year yield fell by 25
basis points to 2.26 percent per annum.
In Europe, Brexit continues to create headlines. The UK Prime Minister
Theresa May’s various proposed options to leaving the European Union
have not gained enough votes in British parliament and the original

March 29 deadline has been extended to April 12. If a proposed deal is not
agreed upon, a “hard” Brexit is more likely to occur as is the likelihood of a
UK general election.

Fund returns
The Fund achieved strong gains in the March quarter, and has
outperformed its performance objective (CPI inflation +3.5 percent per
year) over all periods since inception.
The March quarter’s return was assisted by strong returns on the
Australian share market (including listed Australian REITs), and across
global share markets. Additionally, falling bond yields have boosted the
Fund’s cash and bond returns. The Fund’s unlisted property exposures
also benefited from some upward revaluations.
Over longer periods, the Fund has generated strong returns across all
underlying asset classes – since inception the Fund has achieved doubledigit returns across its international share and property holdings, and
around nine percent per year on its Australian share exposures.

Fund portfolio management
The Fund has continued to build allocations to preferred investment
managers during the quarter. It added to actively-managed international
share exposures, and continued to build its exposure to Australian small
cap manager Lennox Capital.
At quarter-end, the Fund’s asset allocation can be summarised as:
Australian shares – we expect that this asset class will offer solid returns
over the medium to long term. The Fund holds a blend of large and smallcap exposures diversified across different industries and investment
styles, to improve the consistency of returns.
International shares – we believe most global share markets continue to
offer investors solid returns over the medium to long term. The US looks
expensive at current prices, and so the Fund maintains a significant
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underweight exposure to the USA and higher-than-market exposures to
other share markets.

Fund portfolio as at 31 March 2019

Property – following the strong gains in the listed Australian REIT market
(up around 26 percent in the year to March), we see this sector as fair
value, expecting reasonable returns for both listed and direct assets over
the medium to long term.

50 %

Fixed Interest & Cash – we maintain a short duration across our
defensive asset holdings; this helps to protect investors from potential
rising bond yields (and therefore declines in bond prices) if the global
economy continues to grow. The portfolio is positioned to earn additional
return versus risk-free assets due to “credit spread” (higher returns
offered by banks and other corporates).

Outlook
The extent of the “bounce” across share and property markets in the
March quarter brings the Fund’s view of markets to “fair value”, rather
than “cheap”. Expected medium-to-long term returns remain well above
risk-free returns, and so the Fund remains fully invested across most
growth asset classes.
The key exception in our view is the US share market. We expect low
returns – broadly in-line with risk-free assets over the medium-to-long
term and consequently maintain a small US share exposure.

Fund snapshot

Asset allocation over time
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Turnover
Turnover is calculated in accordance with the FSC Guidance Notes,
Industry Terms and Definitions. We report turnover of growth assets (e.g.
shares and real assets) only, as individual investors and superannuation
funds may be eligible for a capital gains tax concession on these assets if
held for more than 12 months; such concessions do not apply for
defensive assets such as fixed interest and cash.
Period

%

Past 12 months (%)

7.31

Past 3 years (% p.a.)

8.15

Past 5 years (% p.a.)

9.17

APIR code

AUS0066AU

Funds under management

$78.94m

Distribution frequency

Half-yearly

Fund manager

Range

Minimum initial investment

$5,000

Australian shares

0 - 55

Entry/Exit fee

Nil

iShares

Index

9.62

Management fee*

0.65%

Nikko

Value

3.00

Buy/Sell spread

0.20%/0.20%

Advice fee

Manager allocation

Platypus

Available

*Refer to the Fund’s Product Disclosure Statement for more details on the Fund’s management costs which also include recoverable
expenses and indirect costs. Total management costs may vary.

$10,000 invested since inception

Approach

%
19.38

Growth

2.94

Investors Mutual

Small Caps

2.01

Lennox

Small Caps

1.81

Index

10.02

International shares

0 - 55

iShares

17.88

Vanguard

Index excl. USA

3.88

$15,000

State Street

Value / Quality

2.10

$14,000

Antipodes
Real assets including property

$13,000

Concentrated
0 - 55

Renaissance

$12,000
$11,000
$10,000
Dec 12

Dec 13

Dec 14

Dec 15

Pro-D Balanced

Dec 16

Dec 17

Dec 18

CPI + 3.5%

1.89
14.72

Listed A-REITs

5.79

Australian Unity

Hybrid

4.57

Australian Unity

Direct Healthcare

4.36

Fixed interest

0 - 100

44.96

Altius

Enhanced Cash

44.34

Altius

Fixed Interest

0.62

Cash (Liquidity)
Australian Unity

0 - 100

3.06
3.06

Important Information
Units in the AUFM Managed Fund No.2 ARSN 160 421 063 (Pro-D Balanced Fund) are issued by Australian Unity Funds Management Limited ABN 60 071 497 115, AFS Licence No. 234454.
The information in this document is general information and is not based on the financial objectives, situation or needs of any particular investor. In deciding whether to acquire, hold or dispose of the
product you should refer to the current Product Disclosure Statement (PDS) and consider whether the product is appropriate for you. Copies of the PDS are available at australianunity.com.au or by
calling our Investor Services team on 13 29 39. Investment decisions should not be made upon the basis of its past performance or distribution rate since each of these can vary.
The information provided in the document is current at the time of publication.

Contact Details

Website
australianunityinvestments.com.au/pro-d

Investor Services
13 29 39

Email
investments@australianunity.com.au

Adviser Services
1800 649 033
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