
Performance Fee Disclosure All figures & tables stating investment performance returns (BEFORE administration fees and taxes) for the Portfolio. The perform

returns have been calculated on a daily basis taking into account brokerage costs, and are accumulated for the period shown. 

period is over 1 year, or as total returns otherwise. 

 

The Portfolio is designed for investors who… 

• Seek long term capital growth & some tax
effective income 

• Have a longer – term investment horizon o

five years and accept the risk of higher than moderate 

price fluctuations. 

•  

 Investment Objective 

The Watershed Growth Model seeks to provide investors 
with capital growth over the medium to longer term (at 
least 5 years) through exposure to a diversified portfolio
assets. 
 
The objective of the Watershed Growth Model is to 
outperform the Financial Express Unit Trust Peer Group
Multi Asset Growth Index after costs.  
  

Investment Strategy 
 

The Portfolio is an actively managed, diversified portfolio 
of securities across both growth assets such as Domestic 
and Global Shares, Property Trusts, Exchange Traded Funds
and at times externally managed funds. The portfolio will 
in generally hold approximately 80% in growth assets and 
20% in more defensive assets, but the po
deliberately broad target ranges allowing implementation 
of tactical asset allocation given macro-economic 
and expected asset class and sector returns. 
 

Key Portfolio Features 

Inception May 2016 

Benchmark 
FE UT PG Multi Asset Growth 
Index 

MER 0.55% p.a 

Investment Horizon 5 years + 

Number of Holdings Typically 80 – 110

Performance 
 

 

*Inception – May 2016 

Gross Performance (%) 1m

Watershed Growth Portfolio 2.09%

FE UT PG Multi Asset Growth Index 2.60%

Relative Performance -0.51%

 

Watershed Growth Model

figures & tables stating investment performance returns (BEFORE administration fees and taxes) for the Portfolio. The perform

returns have been calculated on a daily basis taking into account brokerage costs, and are accumulated for the period shown. Returns are shown as annualised if the 

Seek long term capital growth & some tax-

term investment horizon of at least 

higher than moderate 

Watershed Growth Model seeks to provide investors 
with capital growth over the medium to longer term (at 
least 5 years) through exposure to a diversified portfolio of 

The objective of the Watershed Growth Model is to 
Financial Express Unit Trust Peer Group 

is an actively managed, diversified portfolio 
across both growth assets such as Domestic 

and Global Shares, Property Trusts, Exchange Traded Funds 
The portfolio will 

in generally hold approximately 80% in growth assets and 
20% in more defensive assets, but the portfolio has 
deliberately broad target ranges allowing implementation 

economic views 
and expected asset class and sector returns.  

FE UT PG Multi Asset Growth 

110 

Portfolio Structure 

Sector Allocations 

Cash  

Fixed Interest  

Listed Property  

Australian Equities  

International Equities  

Alternative Assets  

TOTAL  

 

Underlying Assets 

Watershed Income 

Watershed Australian Share 

Watershed Emerging Leaders

Watershed International 

Watershed International ETF

Watershed Alternatives 

Cash 
 

 

1m 3m 6m 1yr 2yr 

2.09% 2.96% 11.11% 29.14% 10.61% 

2.60% 3.51% 11.84% 23.10% 7.36% 

0.51% -0.55% -0.73% 6.03% 3.25% 

Investment Overview

Growth Model 

figures & tables stating investment performance returns (BEFORE administration fees and taxes) for the Portfolio. The performance 

Returns are shown as annualised if the 

   Range     Strategic 

0-30% 2% 

10-40% 18% 

0-10% 5% 

15-75% 40% 

15-75% 35% 

0-15% 0% 

        100% 

         Tactical 

 13.9% 

  33.8% 

Watershed Emerging Leaders  12.1% 

 22.9% 

Watershed International ETF  13.5% 

 3.0% 

 0.8% 

 

Cash

Fixed Interest

Listed Property

Australian Equities

International Equities

Alternative Assets

3yr 4yr Inception* 

9.88% 9.60% 10.39% 

7.12% 6.77% 7.38% 

2.76% 2.83% 3.01% 

Investment Overview 
March 2021 



$1,626,213 

$1,419,380 

$1,000,000 

$1,100,000 

$1,200,000 

$1,300,000 

$1,400,000 

$1,500,000 

$1,600,000 

$1,700,000 

Watershed Growth FE UT PG Multi Asset Growth Index

Growth of $1,000,000 since Inception 

 

 

 
 
 
Risk Metrics 
 

Key Portfolio Risk Metrics 

Tracking Error 1.11% 

Standard Deviation 2.93% 

Sharpe Ratio 3.18 

Information Ratio 2.64 

 
 

Portfolio Summary 
 
• The Watershed Growth Multi-asset portfolio had 

another good quarter as the economic recovery 

tracks ahead of initial expectations, powered by 

growth in the US and China, and by the accelerating 

pace of vaccinations in many developed counties.   

 

• The 12 month numbers for the models are now 

cycling the market lows from March last year and 

reflect the upside capture the portfolios were able 

to achieve (having protected significantly on the 

downside as well) and the clear benefit of active 

management. The Growth portfolio outperformed 

its Benchmark of peers by 6.03% in the last 12 

months.  

  

 

1 Yr % Rolling Standard Deviation 
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Asset Allocation 
 
When determining optimal Asset Allocations we factor 

both our long-term views on economic and market 

variables as well as asset class valuations.  We then 

combine these assumptions to generate risk-return 

trade-offs for investors with different risk profiles and 

investment horizons.  This long-term asset allocation is 

referred to as our Strategic Asset Allocation (SAA) and 

generally remains unchanged throughout the investment 

cycle.  However, in order to exploit dislocation and 

mispricing in asset classes throughout the cycle we 

employ active Tactical Asset Allocation (TAA).  

 

Market Outlook 
 

While at the headline level markets have continued to 

grind higher, however beneath the surface there have 

been huge sectoral rotations. Many of the so called 

‘Covid Winners’ that had a phenomenal run in 2020 and 

were trading at elevated valuations, have re-rated in 

favor of the ‘Covid Losers’ who are set to benefit from 

the cyclical recovery. Information Technology and 

Consumer Retail Discretionary, some of the major 

beneficiaries for example have seen profit taking, 

rotating into Banks and Leisure stocks hurt the most by 

the pandemic but set to benefit from the economic 

recovery.  

 

This rotation has been amplified by strong moves in bond 

markets which have seen the 10 year government bond 

yield move towards 2%. Inflation expectations from the 

record amounts of fiscal and monetary stimulus has 

markets bracing for strong economic growth that could 

bring rise to inflation earlier than expected. The US 

recently passed a $1.9tn stimulus package, and is in 

discussions about an addition $2.3tn infrastructure 

spending package. This is equivalent to GDP growth in 

the mid-teens and is larger than any in history and a key 

reason inflation expectations are being brought forward. 

However this stimulus does not come without cost with 

the Democrats key election promise to raise the 

corporate tax rate from 21% to 28% expected to be put 

to the floor later this year. 

 

While central bank rhetoric is maintaining its strong 

stance of no rate increases until actual inflation is within 

the 2-3% target range for a number of periods, there is 

no doubt they will come under increasing pressure to 

raise rates at some point. Central banks have flagged 

strong short term inflation numbers given they are 

cycling weak like for likes in the previous year, and have 

alerted markets not to panic about this. However 

markets may remain focused on the near term inflation 

risks which will contribute to elevated volatility. Both the 

RBA and the Fed remain firm in their position of keeping 

rates on hold until 2024. 

 

In this uncertain environment, we have sought to 

maintain a degree of flexibility within our portfolios and 

continue to hold elevated cash levels to be able to 

respond to events as they unfold. With markets trading 

at increasingly lofty valuations, the capacity to absorb 

disappointment is only diminishing. We also feel that 

there will be a better opportunity to buy duration for the 

portfolio, remaining comfortable with our Emerging 

Market bond position.  

 

Portfolio Positioning  

Given the environment mentioned above, the multi asset 

portfolios made an asset allocation change during the 

quarter.  The key change was reducing mid cap exposure 

via the Emerging Leaders Portfolio, and increasing global 

large cap exposure (in US dollars) via the International 

Share Portfolio.  

After a period of very strong performance for the 

Emerging Leaders Portfolio, the weight in the multi asset 

portfolios had organically grown quite considerably, after 

having an overweight exposure to growth companies (i.e. 

tech) and discretionary retail which were big 

beneficiaries over the last year. With the recent growth-

to-value rotation, in conjunction with rising bond yields 

(a key metric in valuing higher growth companies with 

projected cash flows heavily weighted to the future) we 

felt it prudent to take some profits. 

The proceeds have been re-allocated to the International 

Share Portfolio. With the AUD at nearly 80c versus the 

greenback, coupled with recent weakness in high quality 

US growth names and the expected strong economic 

growth in the US, we are comfortable to increase our 

global equity exposure at the expense of domestic.  

The portfolios enter the final quarter of the financial year 

with a medium cash position given the elevated 

valuation of most asset classes and the uncertainty 

around inflation expectations. Euphoria appears to be 

taking hold as markets are assuming a best case scenario, 

but as mentioned the capacity to absorb disappointment 

is only diminishing. We still remain cautiously optimistic 

about the recovery but expect there to be bouts of 

volatility as economic data comes in that will create 

opportunities to add value.  

 


