
 

The Portfolio is designed for investors who… 

• Are seeking exposure to international market 
through listed investment vehicles on the 
Australian stock exchange  

• Have a longer-term investment horizon and accept 

the risk of price fluctuations 

Investment Profile 

The Watershed International ETF SMA is a concentrated 

portfolio of domestically listed International Share Exchange 

Traded Funds. The portfolio provides exposure to global 

share markets. Watershed provides a regional overlay based 

on its in house global macro view and also manages overall 

equity market and currency exposure with a relative 

valuation methodology. A separately managed account, or 

SMA, is a professionally managed portfolio whereby the 

investor receives beneficial ownership of the underlying 

securities. 

 
Investment Objective 
 
The portfolio aims to outperform the MSCI World Index 
over the medium to longer term net of fees.  
 
 

Key Portfolio Features 

Inception 05 May 2015 

Benchmark MSCI World Index AUD 

Authorised Investments 
Listed Securities 
Leveraged Securities 
ETF’s 

Number of Stocks 1-10 

Cash Allocation 2-20% 

Investment Horizon At least 3-5 years 

Performance 
 

 

*Inception since May 2015   

Portfolio Structure 

No. Company Name ASX Code 

1 iShares Emerging Markets IEM 

2 BetaShares Japan ETF - hedged HJPN 

3 BetaShares Europe ETF - hedged HEUR 

4 BetaShare US Equity Strong Bear BBUS 
 

 

Portfolio Changes 

 
During the quarter the follow changes were made: 

Bought: BBUS 

Sold: GGUS 

Trimmed: VEQ, HEUR, HJPN 

Topped Up: BBUS 

 

 

 

Europe

Japan

Emerging Markets

US Short

Cash

Net Performance (%) 1m 3m 6m 1yr 2yr 3yr Inception * 

WFM International ETF 0.08% 8.05% (4.93%) (0.35%) 2.47% 9.02% 7.50% 

MSCI World Index AUD 1.01% 11.15% (1.83%) 10.36% 10.57% 11.33%  

Relative Performance* (0.93%) (3.10%) (3.10%) (10.71%) (8.10%) (2.31%)  

 

Quarterly Update 
March 2019 

Watershed International ETF Portfolio 



 

Quarter in Review  
 

The Watershed International ETF SMA has had a strong 

quarter alongside global markets. The Watershed ETF 

portfolio returned 8.05% for the quarter, slightly 

underperforming the MSCI World Index (in AUD) which 

returned 11.15%.  

Quarterly Performance Attribution 
 

Top 
Contributors 

 Key  
Detractors 

 

GGUS  BBUS  

HEUR    
 

The portfolio continues to maintain a large overweight 

exposure to European and Japanese markets alongside 

an Emerging markets position. We have held a view that 

the Chinese economy would bottom would bottom 

sometime this quarter, given the progressive and 

targeted stimulus applied from Chinese authorities 

beginning in September last year. We would then expect 

the large valuation gap between China, Europe and 

Emerging Markets against Developed Markets (primarily 

the US market) to close. 

While European economic data has continued to 

deteriorate over the course of 2019 so far, we have seen 

the first series of data points indicating the beginnings of 

a recovery in China. While one month certainly does not 

make a trend, this is encouraging.  

During the quarter we sold our leveraged US position 

given the sharp rebound and introduced a short position 

in its place.  

United States 

The risk rally has not had much if any support from US 

earnings revisions. The reporting season kicks off in 

earnest this week, and the consensus is looking for a 

drop in EPS for the S&P500 index in the first quarter. 

Some analysts are forecasting this quarter to mark the 

start of an earnings recession, two or more quarters of 

negative earnings growth. 

The S&P 500 has also rebounded sharply from its 

December lows, bouncing back to pre-sell off levels. As 

such we view the market as fully priced and have added 

a small short position to the portfolio. 

Europe  

Interestingly, one of the best leading indicators for 

Europe comes out of Sweden. Sweden is a small, open, 

export-oriented economy and so is usually the first to 

experience changes in global trade sentiment. Sweden’s 

PMI manufacturing survey is showing some improvement 

in March. It is still early days but this too can be viewed 

as a green shoot. The headline PMI as well as its details 

have led Euro-area figures over the past 2.5 years or so. 

Both the Euro area and Sweden could be feeling 

tailwinds from a weaker currency (the euro has fallen by 

8.6% over the last 12 months against the US dollar), 

which could help growth stabilise or even pick up if the 

US decides not to impose tariffs on European car 

manufacturers. 

Japan  

The bank of Japan has little choice but to keep stimulus 

flowing given the external risks inherent from a US-China 

trade war and US protectionism (large impact on Japans 

auto industry).  

We have maintained an overweigt positiion to Japan 

given the stimulus but also improving corporate profit 

margins from structural reform. We note of late however 

a sharp decline in Japanese exports and are reviewing 

this position. 

Emerging Markets 

Purchasing manager indices (PMI), survey-based 

measures of manufacturing and service sector activity, 

have managed to top expectations in China, Korea, 

Taiwan and the US (ISM), while the final version of the 

PMI composite in the Euro area was revised higher. 

Market participants have consequently put a higher 

probability of a non-recessionary scenario playing out 

later in 2019 and 2020. Of course, some of the 

improvement in the East Asian figures might be 

explained by the timing of the Chinese New Year. When a 

new year starts in February, the PMI compiled by the 

Chinese government tends to rise substantially. 

However, the improvement was corroborated by less 

problematic PMIs compiled by the private sector, by the 

rise in Chinese steel production, and was also predicted 

by the recent easing of financial conditions in Asia. 

 


