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Key Investment Themes
Volatility increases, late-cycle uncertainty continues

Source: Confluence, Bloomberg, Russell Investments. As at 30 Sep 2019. Returns are gross of fees.
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Shares continue rallying, DM > EM Rate sensitives continue rallyingBond complex stronger

BOND YIELDS CONTINUE FALLING

Global data deteriorates further. Yields fall on trade 

uncertainty and dovish central banks.

CENTRAL BANKS LOWER RATES

The Fed cuts twice in the quarter. The RBA cuts to 

1% record low, with more cuts expected. The ECB 

cuts and engages in QE.

TRADE WAR CONTINUES

The US announces fresh tariffs on Chinese goods, 

triggering retaliations from China. 
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The current market cycle
Quantitative easing has propelled a long, slow equity bull market led by the US
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> Following the GFC, central banks lowered rates across the developed world in order to stimulate economies.

> While economic growth was slow to respond, asset prices rose rapidly as investors were forced to chase yields in higher-risk asset 
classes.

> The cycle continues to be prolonged by unconventional monetary policy (QE, ultra-low / negative interest rates) and strong US fiscal 
stimulus (Trump tax cuts).

1/ MSCI World ex-Australia Net Total Return Index (AUD), 2/ S&P 500 Total Return Index, 3/ MSCI Emerging Markets 

Net Total Return (AUD), 4/ S&P/ASX 300 Accumulation Index

Past performance is not a reliable indicator of future performance.

1/ US federal funds rate, 2/ Australia RBA cash rate, 3/ Europe ECB deposit facility rate, 4/ Japan short-term policy interest rate

Past performance is not a reliable indicator of future performance.
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MAGS asset allocation over time
Balancing return and downside risk objectives
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Systematic de-risking from early to late-cycle Extension of current market cycle has 

necessitated modest, but opportunistic 

increase in growth asset exposure
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Russell Investments MAGS
MAGS total return of 0.8%* for Q3 2019

As at 30 Sep 2019.  Inception date is 11/12/2012.

* Net return. Note attribution uses gross returns. 

Source: Russell Investments, Lonsec
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> Asset allocation: Largest positive contributors to total return from equities.

> Dynamic: Lower weights to Australian equities and high yield debt. Higher weights to global equities, floating rate credit and Australian bank 

loans.

> Stock selection: Negative excess returns from Russell Investments Australian Factor Exposure Fund and Russell Investments Global 

Opportunities Fund.

Calendar year returnsPeriod returns

Period Fund Net Return (%)

3M 0.81

1Y 3.91

3Y 4.56

5Y 5.08

Since Inception 6.35

13.7%

8.1%
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6.3% 6.6%
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Performance versus objectives

Source: Lonsec iRate, Russell Investments

CPI + 4% data available to 31 August 2019.
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Growth of $10,000 over time Actual volatility versus target (3-year rolling)
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Asset Allocation snapshot
Cautious positioning maintained in Q3
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Q2 2019 Q3 2019

> International equities allocation reduced by 1.5%, increased portfolio protection via equity replacement

> Fund continues to hold dry powder in Cash, to deploy during market volatility
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Portfolio look through
As at 30 September 2019

* Excludes Long-Short fund. Source: Russell Investments, Factset as at 30 September 2019. 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*

Equities Russell Investments Global Opportunities Fund - A$H 17.9%

Equities Russell Investments Global Opportunities Fund 9.6%

Equities Russell Investments Aust Factor Exposure Fund 7.7%

Equities Vinva Aust Equitised Long/Short Fund 7.6%

Equities Russell Investments Aust Opportunities Fund 5.0%

Equities Futures -0.4%

Equities Futures (ASX200) -13.2%

Alts - equities Vinva Asia-Pacific Equity Long/Short Fund 2.2%

Alts - equities Russell Investments International Prop Sec. Fund - A$H 1.8%

Alts - equities Russell Investments Global Listed Infrastructure Fund - A$H 0.2%

Alts - commodities Commodity Futures (Strategic) 1.9%

Alts - FI Russell Investments EM Debt Local 6.9%

Alts - FI Russell Investments Global High Yield Fund - A$H 1.4%

Alts - FI Russell Investments Floating Rate Fund - A$H 6.1%

Alts - FI Metrics Credit Div Aust Senior Loan Fund 4.2%

Fixed Income Russell Investments Aust Bond Fund 11.4%

Fixed Income Russell Investments Global Bond Fund - A$ Dur Hedged 4.1%

Fixed Income Russell Investments International Bond Fund - A$H 5.2%

Alts - volatility Amundi Absolute Volatility World Equities Fund (AUD) 4.1%

Cash & enhanced Perpetual High Grade Treasury Fund 3.4%

Cash & enhanced Russell Investments Aust Cash Enhanced Fund 12.9%

AUSTRALIA

CBA

Westpac

BHP

CSL

NAB

ANZ

Telstra

Macquarie Group

Woodside Petroleum

Rio Tinto

INTERNATIONAL

Taiwan Semiconductor

Alphabet

Microsoft

Samsung Electronics

Roche

Nestle

Apple

Pfizer

Wells Fargo

Johnson & Johnson



/ 9

Example / Dynamic risk management
Skewing the return profile during heightened uncertainty
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Leg 1 of 

protection

S&P500

Uncertainty increases / risk skew to downside

> Market rebounds strongly

> Economic data and earnings growth deteriorate

> Trade war concerns escalate

> Interest rates fall

> Valuations become more stretched

> Buy put options to boost downside cushion

Add downside cushion, cover upside

> Equity replacement (Sell futures / Buy calls)

> Sell futures to benefit from market fall

> Buy out-of-money calls to cover upside 

breakout

Leg 2 of 

protection

Uncapped protection

Capped upside

Capture market rebound
Replace equities with 

options
Add option protection

Uncapped protection

Upside capture

1H 2019 2H 2019

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.

Total cost: two legs of protection = 

19bps per 10% notional

Source:  Russell Investments, Bloomberg.  S&P500  

price index 2019 YTD to 30 Sep 2019.
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More Information
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Tanya Hoshek

Acting Head of Adviser & Intermediary Distribution

Acting Regional Manager – QLD/WA

thoshek@russellinvestments.com

(t)   03 9270 8138

(m) 0434 402 865

Terry Tyrrell

Regional Manager – NSW/ACT

ttyrrell@russellinvestments.com

(t)   02 9229 5360

(m) 0419 264 276

Tim Reimers

Regional Manager – VIC/TAS/SA

treimers@russellinvestments.com

(t)   03 9270 8230

(m) 0426 826 336

mailto:thoshek@russellinvestments.com
mailto:ttyrrell@russellinvestments.com
mailto:treimers@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 © 2019 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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