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Important information

This presentation has been prepared for financial adviser/wholesale client use only. It must not be distributed 
or made available to retail clients.

This presentation has been prepared by Betashares Capital Limited ABN 78 139 566 868, AFSL 341181 (Betashares). 
The information is general in nature only and does not take into account any person’s financial objectives, situation or 
needs. Investors should consider its appropriateness taking into account such factors and seek financial advice. It is 
not a recommendation to make any investment decision or adopt any investment strategy. 

Investments in Betashares Funds are subject to investment risk and investors may not get back the full amount 
originally invested. Future outcomes are inherently uncertain. Actual outcomes may differ materially from those 
contemplated in any opinions, estimates or other forward-looking statements given in this presentation.
Past performance is not indicative of future performance. 

Any Betashares Fund that seeks to track the performance of a particular financial index is not sponsored, endorsed, 
issued, sold or promoted by the index provider. No index provider makes any representations in relation to the 
Betashares Funds or bears any liability in relation to the Betashares Funds. 

Any person wishing to invest in a Betashares Fund should obtain a copy of the relevant Product Disclosure Statement 
and Target Market Determination from www.betashares.com.au and consider whether the product is appropriate.
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What does an active ‘quality’ manager investment process 
look like?

Simplified example of a typical investment process for a quality-style active manager*

Step 1:
.

Quantitative filtering on companies to 
reduce investment universal to pool of 

quality companies

Step 2:
.

Fundamental analysis and stock specific 
research to select stocks and construct 

portfolio

This step looks a lot like the 
identification of stocks for a quality 

factor index
Does this step add any alpha?

Confidential – may not be distributed without the consent of Betashares Capital.

*Provided for illustrative purposes only. Not representative of any particular active manager or fund.
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The Core: Blending Uncorrelated Factor Exposures

Source: Bloomberg. As at 30 April 2024. AQLT Index is the Solactive Australia Quality Select Index. QOZ index is the FTSE RAFI Australia 200 index. Both index series are represented less management fees and costs (0.35% 
p.a. for AQLT and 0.40% p.a. for QOZ). Excess returns are relative to the ASX 200 benchmark. You cannot invest directly in an index. Past performance is no guarantee of future results of any index or ETF. 
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Australian Quality Index

Australian Fundamentally 
Weighted Index 
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 Construct an all-weather core portfolio by 
combining uncorrelated “systematic” factor 
exposures expected to out-perform over the long 
run. 

 Quality
 Australian Quality Index
 Designed to provide exposure to 40 high quality Australian 

companies. 

 Value
 Australian Fundamentally Weighted Index
 A “fundamentally weighted” portfolio of 200 large Australian 

companies.
 Index dynamically tilts to value and benefits from mean 

reversion in stock prices over time. 

Rolling 1-year excess returns vs. ASX 200
Daily Excess Return Correlation = -0.29
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The Core: Blending Uncorrelated Factor Exposures

Source: Bloomberg. As at 28 June 2024. AQLT Index is the Solactive Australia Quality Select Index. QOZ index is the FTSE RAFI Australia 200 Index. Both index series are represented less management fees and costs (0.35% 
p.a. for AQLT and 0.40% p.a. for QOZ). Excess returns are relative to the ASX 200 benchmark. AQLT/QOZ Index less MER Blend is based on an allocation of 35% to AQLT Index and 65% to QOZ Index (less management fees 
and costs), rebalanced monthly. You cannot invest directly in an index. Past performance is no guarantee of future results of any index or ETF. 
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Betashares Investment 
Committee aims to blend 
quality and value factors to 
deliver:

 more consistent alpha 

 less deviation and short-term 
drawdowns versus the ASX 200

 potential for a smoother ride for 
investors over different market 
cycles

Australian Quality and Fundamental Index Blended 
Total Returns vs ASX 200

(since common inception of June 2011)
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In Fixed Income, a “smart 
beta” approach allows 
investors to target the 
exposure they need
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Why Active is so hard in fixed income: 
Comparative performance of selected Australian Corporate Bonds

Confidential – may not be distributed without the consent of Betashares Capital.

2.7% 
range

34.3% 
range

Source: Bloomberg. AUD fixed rate bonds selected from Betashares Australian Investment Grade Corporate Bond ETF (ASX; CRED) portfolio as at 30 June 2024 with term-to-maturity 5-7years and S&P credit rating of 
BBB+. Where the bond issuer has listed shares the total return of those shares is also shown.  Past performance is not indicative of future performance.
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Sources: Bloomberg, Betashares.

Composition of Bloomberg AusBond Composite and Enhanced Index by class

Why traditional passive fixed income has fallen short



Things to consider

• Investment risk: The value of an investor’s portfolio can go down as well as up. Depending on 
the fund, risks may include interest rate risk, credit risk, market risk and index tracking risk.

• No guarantees: Future outcomes are uncertain – desired returns may not be achieved

• General information only: Today’s discussion does not take into account any person’s 
individual circumstances and is not personal financial advice.

• Research: See the PDS and Target Market Determination (TMD) at www.betashares.com.au for 
more information about risks and other features of the Fund.
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Thank you
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