
The Portfolio is designed for investors who… 

• Seek long term capital growth & portfolio 
diversification 

• Have a longer-term investment horizon of at least 

five years and accept the risk of price fluctuations. 

Investment Profile 

A Professionally Managed Portfolio of International Shares 
 

The Watershed International Share Portfolio is a separately 
managed account, or SMA, actively managed by Watershed 
Funds Management. SMAs are professionally managed 
portfolios of direct shares whereby the investor receives 
beneficial ownership of the underlying securities. 
 

Investment Objective  
 

The objective of the Watershed International Share 
Portfolio is to provide attractive investment returns over 
the medium and long-term while reducing the risk of 
permanent capital loss. The Portfolio consists of 
investments in high-quality global businesses whose shares 
are listed on major global stock exchanges. The Portfolio 
aims to outperform the MSCI World Index (excluding 
Australia) over a rolling three-year period by 2 - 3% per 
annum. 
 

Key Portfolio Features 

Inception 4 January 2010 

Benchmark World Index (ex Aus) 

Authorised Investments 
Medium to Large Cap Listed 
International Shares 

Number of Stocks 15-25 

Cash Allocation 0-20% 

Tracking Error 5% to 11% per annum 

Investment Horizon At least 5 years 

Performance 
 

 

*Inception since January 2010 

Portfolio Structure 

No. Company Name                Ticker 

1 Microsoft MSFT 

2 Amazon AMZN 

3 Berkshire Hathaway BRK-B 

4 JP Morgan Chase JPM 

5 Costco COST 

6 Alphabet GOOG 

7 3M MMM 
 

Sector Allocation    

Financial   26.7% 

Technology   26.9% 

Industrial Goods   9.3% 

Healthcare   5.7% 

Consumer Retail   13.0% 

Consumer Staples   7.9% 

Cash   10.5% 

TOTAL   100.0% 
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Performance after Fees (%) 1m 3m 6m 
1yr  
p.a. 

3yr 
p.a. 

5yr 
p.a. 

7yr 
p.a. 

Inception* 
p.a. 

WFM International Share Portfolio in US$ 2.4% 1.6% 4.8% 2.2% 14.1% 10.1% 13.6% 14.3% 

MSCI World Index (ex Aus) in US$ 2.5% 0.7% 4.7% 1.7% 10.6% 7.4% 9.9% 9.0% 

Relative Performance in US$ (0.1%) 0.8% 0.0% 0.5% 3.5% 2.7% 3.7% 5.3% 

WFM International Share Portfolio in A$ 1.9% 5.4% 10.1% 9.6% 18.5% 15.7% 20.5% 17.3% 

MSCI World Index (ex Aus) in A$ 2.0% 4.6% 10.1% 9.1% 15.0% 13.0% 16.8% 12.0% 

Relative Performance in A$ (0.1%) 0.8% 0.0% 0.5% 3.5% 2.7% 3.7% 5.3% 
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Watershed International Share Portfolio 
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Quarter in Review 
 
Performance Summary 
 Measured in US Dollars, the MSCI World Index 

(excluding Australia) rose by 0.7% in the September 

quarter and rose by 1.7% for the 12 months ended 

September 

 Measured in US Dollars, the Watershed International 

Share portfolio rose by 1.6% in the September 

quarter outperforming its benchmark index by 0.8%, 

and rose by 2.2% for the 12 months to September 

outperforming its benchmark by 0.5% 

 Measured in Australian Dollars to account for the 

effects of changes in the US$/A$ exchange rate, the 

MSCI World Index (excluding Australia) rose by 4.6% 

in the September quarter and rose by 9.1% for the 

12 months ended September 

 The Watershed International Share portfolio rose by 

5.4% measured in A$ in the September quarter 

outperforming its benchmark index by 0.8%, and 

returned 9.6% in A$ for the 12 months ended 

September outperforming its benchmark by 0.5%. 

 
Performance Commentary  

 Equity markets were mixed in the September 

quarter with most indexes posting either modest 

gains or losses. The S&P 500 in the U.S. rose by 1.2%, 

the tech-heavy Nasdaq declined by 0.1% and 

Germany’s DAX increased by 0.2% 

 However, underneath the surface, it was a volatile 

quarter for markets. Equities surged to new highs in 

July ahead of the Federal Reserve’s first cut to 

interest rates in a decade, but then dropped in 

August, with the Dow Jones Industrial Average 

suffering its biggest decline of the year, as the long-

simmering trade war with China escalated 

 President Trump alarmed markets in August when 

he said he would raise tariffs on Chinese goods, and 

the announcement sent equity markets down 

sharply. But equities began climbing again in 

September as both sides made conciliatory moves to 

ease tensions. China said that its top trade 

negotiator will lead talks with the United States 

expected to take place in October, and the Trump 

administration also calmed some concerns that it 

may limit U.S. investment in Chinese companies. 

Performance Attribution for Quarter 

Top Contributors Key Detractors 

JP Morgan Chase Amazon 

Microsoft Johnson & Johnson 

Alphabet 3M 

Apple American Express 

Costco Berkshire Hathaway 

 

Investment Environment  

 The main message on the global economy is that 

while it is still growing reasonably well, the risks are 

increasingly tilted to the downside. The main source 

of these downside risks are geopolitical 

developments in many parts of the world 

 The most prominent of these are the trade and 

technology disputes between the United States and 

China. Others include: the Brexit issue, 

developments in the Middle East, the problems in 

Hong Kong and the tensions between Japan and 

South Korea 

 The US–China disputes, in particular, are having a 

disruptive effect on international trade flows. Over 

the past year there has been no growth at all in 

international trade, despite the global economy 

growing at a reasonable rate. This weakness on the 

trade front is flowing through to factory output, with 

growth in industrial production slowing considerably 

 As the downside risks have come more clearly into 

focus, there has been a marked shift in the outlook 

for monetary policy globally. Almost all major central 

banks are expected to ease monetary policy over the 

year ahead, with the Reserve Bank of Australia, the 

United States Federal Reserve and the European 

Central Bank having already moved in this direction 

 Our investment strategy is to maintain an 

overweight to US Equities given the strength of the 

US economy. In respect of US Equities, we are 

positive on the technology sector with latest 

developments in cloud services, artificial 

intelligence, data analytics and robotics. We always 

have an interest to invest some funds in major 

industry disrupters and currently have investments 

in two of the major disrupters in the retail industry 

namely Amazon and Costco. 

 

 


