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Building Robust Portfolios
• A scenario based approach to asset allocation helps account for the inherent uncertainty 

in predicting the future. 
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Goldilocks Return to Normal Volatility Stagflation

Description

Returns

Volatility

Productivity growth 
accelerates driven by 
tech and economic 
reform. Growth is 
strong, but inflation is 
low, allowing rates to 
stay accommodative. 

High

Low

A repeat of the post-
GFC experience. Rates 
eventually grind 
higher, multiples 
contract, central banks 
drive growth 
slowdown late in the 
period.

Low to Moderate

Moderate

Governments spend 
wildly, central banks 
tighten in response, 
causing a recession. 
Governments again hit 
the accelerator and 
process repeats. 

Low

High

Governments spend 
wildly, helped by 
central banks. This 
leads to policy failure, 
where inflation 
remains high while 
growth slows.

Low

High



Building Robust Portfolios
• How can we build portfolios?

• Optimisation 

• Complex processes

• Heuristics

• What constraints do we need to consider as AU 
platform investors? 

• What are the portfolio construction trade-offs? 
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Building Robust Portfolios
• Often, the headline results wont tell the whole story.

• Expected equity returns are low mainly because of US tech. Do we need to sit back and accept 
that? 

• If we are worried about inflation and rising rates, how do we hedge that risk? Is the 
conventional wisdom correct? We can get more granular with our modelling to test. 
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Tactical Positioning
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• Currently overweight growth assets, led by 
AU and GL equities.

• Underweight bonds in favour of alternatives 
and cash.

• Underweight REITs and Infra.



Disclaimer
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The information in this proposal has been provided by Drummond Capital Partners (ABN: 15 622 660 182) a Corporate Authorised 
Representative of BK Consulting (Aust) Pty Ltd, Level 16, 60 Collins Street Melbourne VIC 3000, AFSL 334906.

Nothing in this document should be deemed as personal advice. All the information in this document is general in nature and s hould not 
be considered personal advice. This document should only be used to provide you with an insight into the way Drummond Capital
Partners manage investments, our philosophy and our services. This document is not intended for public or third party use. 

Please note any opinions expressed in this communication constitute judgment at the time of issue and are subject to change. 
Drummond Capital Partners believes the information in this communication is correct and that any projections, opinions, 
recommendations are reasonably held at the time this document was created. However, no warranty is made to the accuracy or 
reliability to the information contained in this document.

Past performance is not indicative of future performance. Please seek financial advice. 














