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Upcoming Events
• 2019 Managed Account Awards

• Portfolio Management Conference

• Responsible Manager Masterclass 



2019 Managed Account Awards
• Finalists announced 30th May
• Awards 25th June

Portfolio Management Conference 
• Sydney 6th August – Portfolio management / asset 

allocation
• Melbourne 22nd October – Australian & Int’l 

equities and Fixed income Investments

Responsible Manager Masterclass

• 17th September



FUNDS MANAGEMENT

DEALER SERVICES



Disclaimer

This document is for the intended recipient only and is provided on the condition that you keep it confidential 
and do not copy or circulate it in whole or in part.

No part of this document may be reproduced without the permission of Watershed Funds Management Pty Ltd. 
Copyright in this document is owned by Watershed Funds Management Pty Ltd.

© Watershed Funds Management Pty Ltd ABN 11 166 324 858 AFSL 436357. All rights reserved.

This information has been provided for use by Business and Professional Investors only and is not for distribution 
to the general public.

This presentation provides general information only and does not take into account the investment objectives, 
financial circumstances or needs of any person. To the maximum extent permitted by law, Watershed Funds 

Management Pty Ltd, its director and employees accept no liability for any loss or damage incurred as a result of 
any action taken or not taken on the basis of the information contained in the report or any omissions or errors 
within it. Before making an investment decision you should consider the latest Product Disclosure Statement or 
Financial Services Guide and assess whether the product and / or services is appropriate for you. It is advisable 

that you obtain professional independent financial, legal and taxation advice before making any financial 
investment decision. Watershed Funds Management does not guarantee the repayment of capital, the payment 
of income, or the performance of its investments. Performance of the Watershed Funds Management SMA’s is 

based on theoretical portfolio tracking of the model portfolio and is gross of investment management & 
administration fees, but net of transaction costs. Quoted performance is annualised for periods of 1 year or 

greater.
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WATERSHED MULTI-ASSET PORTFOLIO POSITIONING:

Key Considerations:

Growth / Defensive split 
Growth:  Domestic  / Overseas  

Sector: Region & Currency

Defensive : Gov’t Bond,  Corporate Bond, (Fixed / Floating), Cash 
/Alternative

All levers within a Diversified Multi Asset Managed Account
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MIXED SIGNALS FROM BOND AND EQUITY MARKETS: MSCI VS US 10 YEAR BOND YIELD
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GROWTH SETTING (BALANCED)  CURRENTLY 48% VS 60% NEUTRAL SETTING 

Global Growth is struggling to find a bottom
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CHINA: STIMULATING AGAIN –DESPITE GREEN SHOTS IN APRIL DATA DETERIORATED AGAIN IN MAY

China Retail Sales Manufacturing PMI’s
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AND THE TRADE WAR IS A MAJOR RISK
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MARKETS FAIRLY TO FULLY PRICED: AND AUSTRALIA EXPENSIVE RELATIVE TO GLOBAL MARKETS
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AUSTRALIA - HUGE RECENT RE-RATING DRIVEN BY:

1. Election Result

2. APRA loosening lending standards

3. RBA cutting Cash rate (with at least one more 
expected)
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AGAIN: MIXED SIGNALS:  ASX 200 VS 10 YEAR BOND YIELD
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BUT WHERE IS THE EARNINGS GROWTH?
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BUT WHERE IS THE EARNINGS GROWTH? (CONTINUED)
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MARKET LEVEL RELIANT ON STRONG COMMODITY (IRON ORE) PRICES
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CURRENCY POSITIONING
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OVERALL POSITIONING

Higher than average cash levels (we will get the opportunity to allocate cash to 
either bonds or Equities in H2)

Global Earnings will be weaker over the next few quarters - reflecting the weak 
economic environment over 2019 so far.

Will markets look through weakness with a view that accommodative Monetary 
Policy will drag the economy back up?
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© 2017 Morningstar. All Rights Reserved. These materials are for information and/or illustration purposes only. Morningstar Investment Management is a division of Morningstar which includes Morningstar Associates, LLC, Morningstar Investment Services, Inc., and Ibbotson 
Associates, Inc., all registered investment advisors and wholly owned subsidiaries of Morningstar, Inc. All investment advisory services described herein are provided by one or more of the registered investment advisor subsidiaries. The Morningstar name and logo are registered marks of 
Morningstar. This presentation includes proprietary materials of Morningstar.  Reproduction, transcription or other use, by any means, in whole or in part, without the prior, written consent of Morningstar is prohibited. 

Michael Lagudi

National Manager – Investment Solutions 

Morningstar Investment Management 

Applying a valuation driven approach to 
investing in today’s world



Morningstar’s Investment Management group

Drawing on Morningstar’s trusted, independent asset allocation and investment research expertise

Asia-Pacific
Australia India 
Hong Kong Japan 

Investment 
professionals

Equity and 
credit analysts

Manager research 
analysts

Investment 
methodology and 
research 
professionals
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120

203

121
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Americas
Canada
United States

EMEA
France
Middle East
United Kingdom

Morningstar office with investment management responsibilities – ‘investment hubs’

Source data a of March 30, 2017. Advice services listed are provided by one or more of the Morningstar Investment Management group's members.21



A Distinctive Approach: Asset Class Ranges & Positioning for a Growth Portfolio

Source: Factset, Morningstar
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Setting Appropriate Investment Objectives for Clients
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Risk Asset Allocation Return Lifestyle?

Traditional Approach:



A Distinctive Approach: Asset Class Ranges & Positioning for a Growth Portfolio

Source: Factset, Morningstar
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Setting Appropriate Investment Objectives for Clients
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Risk Asset 
Allocation Return Lifestyle?

Objectives & 
Needs Return Asset 

Allocation Risk

Traditional Approach:

Objectives Based Approach:



Objectives Based Financial Planning: Don’t Let the Markets Determine Your Chance of Success! 

Retirement gap

Retirement savings

Goal 1

Goal 2

Retirement savings

RetirementAccumulation
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Implications of Outcome (or Real Return) Investing

For illustrative purposes only.

Goals based investing

Traditional

Market extremes

Market extremes



Growth managed account 

In practice – superior risk-adjusted returns through recent volatility

Source: Morningstar. As at 31 March 2019.
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A Distinctive Approach: Asset Class Ranges & Positioning for a Growth Portfolio

Source: Factset, Morningstar
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Magnifying Benefits: Re-Framing the Performance Conversation
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Wealth Adviser Managed Account Investment Solutions

Risk Profile Conservative Moderate Balanced Growth High Growth

Investment 
Objective CPI + 0.75% CPI + 1.0% CPI + 2.5% CPI + 3.5% CPI + 4.5%

Growth/

Defensive
15/85 30/70 50/50 70/30 90/10

Managed 
Account     

Michael Lagudi – National Manager, Investment Solutions

Michael.Lagudi@morningstar.com

+61 457 194 913

mailto:Michael.Lagudi@Morningstar.com


©2018 Morningstar. All Rights Reserved.

Important Information

This document is issued by Morningstar Investment Management Australia Limited (ABN 54 071 808 501, AFS Licence No. 228986) (‘Morningstar’). © 
Copyright of this document is owned by Morningstar and any related bodies corporate that are involved in the document’s creation. As such the document, or 
any part of it, should not be copied, reproduced, scanned or embodied in any other document or distributed to another party without the prior written consent 
of Morningstar. The information provided is for general use only. 

In compiling this document, Morningstar has relied on information and data supplied by third parties including information providers (such as Standard and 
Poor’s, MSCI, Barclays, FTSE). Whilst all reasonable care has been taken to ensure the accuracy of information provided, neither Morningstar nor its third 
parties accept responsibility for any inaccuracy or for investment decisions or any other actions taken by any person on the basis or context of the information 
included. 

Past performance is not a reliable indicator of future performance. Morningstar does not guarantee the performance of any investment or the return of capital. 
Morningstar warns that (a) Morningstar has not considered any individual person’s objectives, financial situation or particular needs, and (b) individuals should 
seek advice and consider whether the advice is appropriate in light of their goals, objectives and current situation.  Refer to our Financial Services Guide (FSG) 
for more information at morningstarinvestments.com.au/fsg. 

Before making any decision about whether to invest in a financial product, individuals should obtain and consider the disclosure document. For a copy of the 
relevant disclosure document, please contact our Adviser Distribution Team on 02 9276 4550.



Australian opportunity set changes over the course of the last year

Source: Morningstar as at 31/3/2019

 Despite the turbulence, equity returns are generally little changed from a year ago and remain low. 
 Fixed income has become increasingly expensive, although EMD remains attractive.
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Questions
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