
 
 

  
 

TRADE UPDATE 

After a difficult February our multi-asset portfolios achieved strong outperformance 
during March, despite both bond and equity markets continuing to suffer significant 
volatility. We have continued to actively adjust our exposures, and overall as markets 
rallied in late March we boosted the levels of ‘dry-powder’ across our portfolios, 
reducing our market exposure. Looking forward, we will stick to our discipline of buying 
the dips and selling into the rallies, through what we expect will continue to be a 
challenging year for investors as markets fluctuate based on a changing economic 
outlook and the impact of COVID-19, stretched supply chains, rising interest rates, and 
fallout from the war in Ukraine. 

 



Income Portfolio Update 

Over the last several months, the Income portfolio has been a significant driver of our 
multi-asset model outperformance, as we positioned ourselves for a higher inflation 
environment that would force central banks to start hiking rates much sooner than what 
investors were expecting. We have now seen markets readjust to the coming rate hike 
cycle, presenting us with the opportunity to start shifting the income portfolio back into 
government bonds. Since falling to almost 1% during 2021, the Australian 10 Year 
Government Bond Yield has risen to ~3.05%, a significant increase: 

  

 

Income Portfolio Changes 

 We have introduced an exposure to Australian Government Bonds at 5% weight, 
through the BetaShares Australian Government Bond ETF (AGVT), which was 
subsequently increased to 6%.   

 This has been funded through a combination of cash and reducing our position in 
the Metrics Master Income Trust (MXT) by 2.5% 

AGVT provides exposure to a diversified portfolio of relatively long duration Australian 
government bonds. The running yield on this ETF is currently ~2.4%. We believe this 
provides a reasonable entry point and level of income for increasing the Income 
portfolio’s government bond exposure. Looking forward, we anticipate making further 



adjustments to the Income portfolio’s asset allocation, and will publish a more detailed 
paper providing our outlook and strategy for navigating the remainder of 2022. 

Australian Share Update 

The Australian Share portfolio has enjoyed a strong start to the year, driven by 
overweight exposure to Energy and Materials, a zero weighting to the Technology 
sector, and active adjustments to net market exposure through periods of market 
volatility. 

Australian Share Portfolio Changes: 

 We sold our position in ANZ Bank (ANZ), previously at 3.95% weight 
 We sold our exposure to the BetaShares Geared Australian Equity Fund (GEAR), 

previously at  2.13% weight 
 We have added the BetaShares Australian Equities Strong Bear ETF (BBOZ) at 4% 

weight, and subsequently topped up to 6% 
 With the market sell off in the last 3 days the weight in BBOZ has been halved from 

7% (organic growth) to 3.5% 

Australian banks enjoyed a strong rally throughout March, with the S&P/ASX Banks 
Index up ~11% over the month. We took the opportunity to sell into this rally and reduce 
our exposure, with the banks having now recovered to fair value levels. Of the banks we 
currently hold, we see ANZ as likely to underperform against its peers. Mortgage book 
growth has lagged the other banks, and its technology transformation program is 
showing signs they are behind the improvements being achieved at CBA and NAB. 

Over the last several weeks, the Australian market has recovered to near record highs 
that were last seen in January. We have therefore taken the opportunity to again reduce 
market exposure, taking profits on our position in GEAR, and using BBOZ to reduce the 
Australian Share Portfolio’s net market exposure to ~82%. Given the market sell off in 
the last few days the short position in BBOZ has been halved to lock in some profits. 

International Share ETF Update 

Similar to our approach in the Australian Share Portfolio, we introduced a geared 
exposure to the US equity market after it fell into correction territory (a fall of over 10%). 
Given the strength of the March market rally we exited this position and introduced a 
short market exposure.  This short position was sold yesterday having generated a swift 
18% return. 



International Share ETF Portfolio Changes 

 We sold our position in the BetaShares Geared US Equity Fund (GGUS), previously 
at 3.44% weight 

 We added the BetaShares US Strong Bear ETF (BBUS) at 4% weight and sold at a 
4.50% weight adding 50 basis points to performance. 
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Watershed Funds Management 

   
 

Our MARCH reports can be viewed here. 

If you would like to speak to us and how 

Watershed can help drive your client's investment 

returns please contact our BDM Shantelle Lay: 

shantellelay@watershedgroup.com.au 

0417459842 

  
 
 
 

 

  

 



Watershed Funds Management 

Watershed Funds Management is a specialist Managed Account provider and has been a 

pioneer in the delivery of Managed Account (MDA & SMA) solutions to financial advisers. 

Watershed leverages the expertise of a highly credentialed investment team to form a global 

thematic view that determines asset class and sector allocations. 

Our investment committee structure differs for each Managed Account (SMA) and is chaired 

by an individual with niche expertise and a proven track record for managing portfolios within 

that asset class. With a research process that is both rigorous and thorough we have been 

able to deliver strong historical returns across our full suite of SMA’s. 

An investment in a Watershed SMA provides professional and active investment 

management with full transparency of holdings, transactions and structure. Watershed seeks 

to form a collaborative relationship with advisers, actively communicating portfolio strategy in 

the current market environment so that advisers are better equipped to communicate with 

their clients. 

 

 

   
 
 

Performance Fee Disclosure 

All figures & tables stating investment performance returns (AFTER investment 

management fees, but BEFORE administration fees and taxes) for the Portfolio. The 

performance 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 

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

FE Analytics Index 

The FE Peer Group Multi-Index Indices offer average returns across circa 150 funds with a 

similar risk mandate, i.e Balanced. 

 


