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Key Investment Themes
‘The Old Normal’: Vaccine prospects spur optimism over the global economic recovery

Source: Confluence, Bloomberg, Russell Investments. As at 31 December 2020. Returns are gross of fees.
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Australian equities outperform 

global equities Australian dollar strengthensCredit outperforms 

government bonds

EARLY-CYCLE RECOVERY BOOSTED BY 

VACCINE ANNOUNCEMENTS

Equity markets react positively to vaccine announcements as the 

global economic recovery continues. Value and cyclical stocks 

outperform. EM equities benefit from accelerating economic 

activity in Asia. Australian equities outperform, driven by easing 

lockdown measures and hopes on broader reopening.

BIDEN CLAIMS US ELECTION VICTORY, 

CENTRAL BANKS REMAIN DOVISH

Democratic nominee Joe Biden defeats incumbent Donald 

Trump in a bitterly contested US presidential election. 

Global central banks commit to further ultra-accommodative 

action, extending monetary policy support through 

quantitative easing programs.

US DOLLAR SELL-OFF 

DEEPENS, COMMODITIES JUMP

EM assets are supported by the greenback’s decline. 

Commodities rally, driven by broadly higher prices across 

energy, metals, and agricultural sub-sectors. The Australian 

dollar continues to appreciate against other major currencies, 

with iron ore prices surging further from rising Chinese demand 

and supply disruptions. 
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Market outlook
The Old Normal

“We have a positive medium-term outlook for economies and corporate 

earnings. We’re in the early post-recession recovery phase of the cycle, 

which implies an extended period of low inflation, low-interest rate growth 

that favours equities over bonds.”
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Russell Investments Multi-Asset Growth Strategy Fund
MAGS total return of 6.2%* for Q4 2020

As at 31 December 2020.  Inception date is 11/12/2012.

* Net return. 

Source: Russell Investments, Lonsec
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> Asset allocation: Largest driver of total returns –> equities. Positive contributions from credit: global HY debt and floating rate.

> Dynamic: Increased Aus equities & REITs exposure. Reduced EM debt exposure. Added credit via unconstrained bond fund.

> Stock selection: Positive excess returns from RAFEF and GOF.

Calendar year returnsPeriod returns

Period Fund Net Return (%)

3M 6.23

1Y 2.78

3Y 3.02

5Y 4.37

Since Inception 5.87
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Global credit rallies in Q4
High Yield Debt outperforms, Floating Rate Credit positive
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Source: Bloomberg.

> Credit continues to be driven by economic recovery, broad policy stimulus and optimistic investor sentiment

> Current views: 

> Neutral on HY debt: default activity expected to remain elevated, support from economic recovery and central bank 

policy

> Positive on loans: Yield and overall valuations remain attractive, recovery rates superior to HY debt

> Positive on securitised credit: Improving fundamentals, cheaper valuation offers attractive return in recovery scenario
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Performance versus objectives

Source: Lonsec iRate, Russell Investments

.
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Asset allocation snapshot
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Q3 2020 Q4 2020

> Australian equities allocation increased by 4%, REITs allocation increased by 1%

> Absolute return credit increased by 3%, local currency EM debt reduced by 3%

> Long volatility strategy (Amundi) reduced by 1%, Cash reduced by 3%

> Upside participation through US and Aus equities options rolled forward, 2021 expiries
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Portfolio look through
As at 31 December 2020

* Excludes Long-Short fund. Source: Russell Investments, Factset as at 31 December 2020. In order to manage a fund/portfolio to its investment objectives, Russell Investments retains the discretion to change the underlying investments at any time, 

without notice to investors. Please refer to the relevant Product Disclosure Statement for more information. 
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Underlying funds Top 10 equity holdings*

AUSTRALIA

BHP

CBA

CSL

NAB

ANZ

Westpac

Newcrest Mining

Rio Tinto

Telstra

Wesfarmers

INTERNATIONAL

Taiwan Semiconductor

Samsung Electronics

Alphabet

Microsoft

Apple

Alibaba

UnitedHealth

Roche

Johnson & Johnson

Tencent
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Example: Dynamic risk management
Skewing the return profile during heightened uncertainty
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S&P 500

Establish new downside cushion

> Re-establish US protection (Sep 2020 expiry), 

capped out at 2750

> Equity replacement (Sell futures / Buy calls)

> Sell additional futures to benefit from market 

fall

Increase optionality by complementing downside 

cushion with upside capture

> Equity replacement (Sell futures / Buy calls), upside 

participation via call options

> US equity put option protection (Jan 2020 expiry) at 

3300 strike

> Roll Aus & US equity call options, 2021 expiries

Capped upside

Add option protection
Establish new 

option protection

Uncapped 

protection

1H 2020 2H 2020

Use of options strategies

Options give investors the flexibility to 

shape the portfolio’s return profile, 

including building protection. 

Cost is reduced via buying out-of-the-

money options and low implied volatility 

at entry.

Current material options positions

US equity options:

• SPX 3775 calls, June expiry (5% 

notional)

Aus equity options:

• ASX 6400 calls, June expiry (2% 

notional)

Total portfolio optionality at 12% 

notional.

Source:  Russell Investments, Bloomberg. 

S&P 500 price index, as at 31 December 2020.

Increase optionality, downside cushion 

complemented with upside capture

Add protection

Capped 

protection

2x legs of 

protection, 

Q3 2020 

expiry

2x legs of protection, 

expiry Dec 2020 & 

Jan 2021

Capped upside

Capped 

protection

Upside capture

Roll forward call 

options
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We are here to help
Meet the Russell Investments team

Tanya Hoshek

Head of Distribution, Adviser & 
Intermediary Solutions
Regional Manager – VIC/TAS
Mobile: +61 434 402 865
Email: thoshek@russellinvestments.com

Terry Tyrrell

Regional Manager – NSW/ACT
Mobile: +61 419 264 276
Email: ttyrrell@russellinvestments.com

Ryan Harbin

Regional Manager - QLD
Mobile: +61 403 991 976
Email: rharbin@russellinvestments.com

Ross Nayler

Regional Manager – WA/SA/NT
Mobile: +61 481 001 496
Email: rnayler@russellinvestments.com

Bronwyn Yates

Director, Head of Business Solutions
Mobile: +61 423 020 540
Email: byates@russellinvestments.com

Neil Rogan

Head of Wholesale Distribution
Mobile: +61 401 716 113 
Email: nrogan@russellinvestments.com

Leo Feldman

Head of Key Account Management
Mobile: +61 421 556 687
Email: Lfeldman@russellinvestments.com
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Issued by Russell Investment Management Ltd ABN 53 068 338 974, AFS Licence 247185 (RIM). This document provides general information only and has not 

been prepared having regard to your objectives, financial situation or needs. Before making an investment decision, you need to consider whether this 

information is appropriate to your objectives, financial situation and needs. This information has been compiled from sources considered to be reliable, but is not 

guaranteed. Past performance is not a reliable indicator of future performance. This document is not intended to be a complete statement or summary of the 

Russell Investments Multi-Asset Funds (Funds). Investing in the Funds has risks. You should consider these risks in light of your objectives, financial situation 

and needs. Any potential investor should consider the latest Product Disclosure Statement (PDS) for the Funds in deciding whether to acquire, or to continue to 

hold, an investment in any Russell Investments product. The PDS can be obtained by visiting www.russellinvestments.com.au or by phoning (02) 9229 5111. 

RIM is part of Russell Investments. Russell Investments or its associates, officers or employees may have interests in the financial products referred to in this 

information by acting in various roles including broker or adviser, and may receive fees, brokerage or commissions for acting in these capacities. In addition, 

Russell Investments or its associates, officers or employees may buy or sell the financial products as principal or agent. Neither RIM, Russell Investments or its 

associates, officers or employees guarantees the repayment of capital, the performance of any Russell Investments products or any rate of return referred to in 

this document. 

Copyright © 2021 Russell Investments. All rights reserved. This material is proprietary and may not be reproduced, transferred, or distributed in any form without 

prior written permission from Russell Investments. 

Important information and disclosures
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