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Have managed 
accounts coped with 
volatile markets?
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 2022 characterised by rising 
global inflation and aggressive 
rate hike measures

 A series of market whipsaws

 Maximum peak to trough of -15%

 Ultimately down -1% for 2022

Australian Equities

Source: Bloomberg – ASX200 Total Return
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Global Equities

Source: Bloomberg – MSCI World ex Australia in AUD

 More aggressive inflationary 
pressures abroad

 Similar market whipsaws

 Global equities (in USD)1

returned -19.7% for 2022

 Depreciating AUD provided 
significant buffer for Australian 
investors

 Global equities unhedged AUD2

returned -12.5% in 2022

1MSCI World ex Australia in USD
2MSCI World ex Australia in AUD
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Volatility for Equities

Note: Actual volatility is calculated based on monthly returns of ASX200 and S&P500
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Fixed Income

1Bloomberg Global-Aggregate AUD Hedged, 
2Bloomberg AusBond Composite 0+ Yr

 Unprecedented fixed income sell-
off in 2022 due to aggressive 
central bank rate hikes

 Australian fixed income1 returned 
-9.7%

 Global fixed income2 returned -
12.3%

Source: Bloomberg Global-Aggregate AUD Hedged
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 Expected diversification benefits from 
combining equities and fixed income did not 
materialise in 2022

 Multi-asset portfolios performed similarly bad 
across the risk spectrum 

Multi-Asset Portfolios

Source: MorningstarNote: 
1) Benchmark based on Morningstar Australia Target Allocation NR AUD series
2) Performance are gross of fees
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Risk Management in Volatile Markets
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Volatility Management

 Designed to provide a smoother ride by stabilising
volatility

 Utilises a generalised auto-regressive model to 
forecast volatility

 Hedging is generally increased as volatility spikes up 
and decreased as volatility subsides

Risk Management Within SMAs

Downside Risk Management

 Designed to address sequencing risk, by reducing the 
likelihood and severity of large market drawdowns

 Implemented by ‘manufacturing’ a long-dated, put 
option payoff using index futures

 Hedging is generally increased as equities sell-off and 
decreased as equities rally
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2022: A Year in Review

SmartShield
High Growth

Morningstar 
Aggressive 
Target Allocation 
Benchmark

Net Performance1 -8.1% -9.9%

Maximum Drawdown -13.9% -16.5%

Actual Volatility2 10.8% 14.9%

1Performances are calculated net of underlying investment cost and management fee. Fees applied on the benchmark = 
90bps, it represents the average management fee charged by investible multi-asset diversified portfolios as published 
by Morningstar research.

2Actual volatility is calculated based on monthly returns
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Weathering Volatility in the Long Run

Backtest + Live Performance

SmartShield
High Growth

Morningstar 
Aggressive*

Net Performance1 6.3% 6.0%

Maximum Drawdown -24.8% -41.8%

Actual Volatility 7.8% 10.2%

Risk Adjusted Return 0.81 0.59

Live Performance

SmartShield
High Growth

Morningstar 
Aggressive*

Net Performance1 4.8% 4.1%

Maximum Drawdown -13.9% -21.1%

Actual Volatility 9.5% 15.2%

Risk Adjusted Return 0.51 0.27
1Performances are calculated net of underlying investment cost and management fee. Fees applied on the benchmark = 90bps, it represents the 
average management fee charged by investible multi-asset diversified portfolios as published by Morningstar research.

*Morningstar Aggressive Benchmark consist of the Morningstar Aus Multi-sector Aggressive Total Return Index from inception to 28th Feb 2022, 
before it was retired by Morningstar and replaced by the Morningstar Aus Aggressive Target Allocation Index, which is used as the benchmark from 
1st March 2022 onwards.
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Summary

1. Equities asset class suffered and whipsawed throughout 2022. Australian investors fared 
better.

2. Multi-asset managed accounts suffered similar pain across the risk spectrum as a result of 
fixed income sell-off.

3. Risk Management strategies can help to lower portfolio volatility and drawdowns, enabling 
out-performance, across the long-term.
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Thank you

Simon Ho

simon.ho@milliman.com
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Limitations and disclaimers

Milliman Pty Ltd ABN 51 093 828 418 AFSL 340679 (Milliman AU) for provision to Australian financial services licensees and their representatives, [and for other 
persons who are wholesale clients under section 761G of the Corporations Act]. This document is not for public use or distribution. 

The information contained in this presentation is for use by persons and institutions who are "wholesale clients” only. To the extent that it may contain financial 
product advice, it is general advice only as it does not take into account the objectives, financial situation or needs of any particular person. 

Past performance is not indicative of future results. Recipients must make their own independent decisions regarding any strategies or securities, or financial 
instruments mentioned herein. 

Milliman AU does not make any representations that products or services described or referenced herein are suitable or appropriate for the recipient. Many of the 
products and services described or referenced herein involve significant risks, and the recipient should not make any decision or enter into any transaction unless the 
recipient has fully understood all such risks and has independently determined that such decisions or transactions are appropriate for the recipient. 

Any discussion of risks contained herein with respect to any product or service should not be considered to be a disclosure of all risks or a complete discussion of the 
risks involved.

The recipient should not construe any of the material contained herein as investment, hedging, trading, legal, regulatory, tax, accounting or other advice. The recipient 
should not act on any 

information in this document without consulting its investment, hedging, trading, legal, regulatory, tax, accounting and other advisers. 

Milliman AU does not ensure a profit or guarantee against loss.


