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GLOBAL OVERVIEW
 Emmanuel Calligeris - Chairman of the CARE Investment Committee

In a year of unpredictable outcomes including Britons voting in favour of Brexit 
and Donald Trump becoming US president, Australian and international share 
markets performed well albeit showing weakness in the last quarter of the year. In 
stark contrast, bond markets performed poorly with the Australian bond market 
returning a mere 0.25% over the year. Australian listed property (including Westfield 
and Scentre Group) performed poorly in response to higher bond yields and poor 
retail sales. The threat of new entrant Amazon to the Australian market place also 
weighed on the property sector. 

The Reserve Bank of Australia (RBA) kept the cash rate at 1.50%, although it was 
surprising to read that some economists saw a high probability that the next move 
would be upward and sooner rather than later. The RBA maintained its view that 
the temporary drags from the first quarter are reversing, that the labour market is 
improving, house prices are easing and that global growth remains positive. The 
unemployment rate fell to 5.5%, the lowest rate since February 2013 and business 
conditions remain elevated suggesting that companies are confident to maintain 
investment for future profit growth. The RBA does have growing concerns over the 
outlook for consumers and elevated levels of debt and believes the currency should 
be lower. However, its recent comment that the long-term neutral interest rate was 
around to 3% was taken by markets that the next interest rate rise was around the 
corner. The Australian dollar jumped after the comments. The CARE Investment 
Committee does not believe that the Australian Official Interest rate is about to rise 

 “Australian and 
international share 
markets performed well 
albeit showing weakness 
in the last quarter of the 
financial year.”

“The Reserve Bank of 
Australia (RBA) kept 
the cash rate at 1.50%, 
although it was surprising 
to read that some 
economists saw a high 
probability that the next 
move would be upward 
and sooner rather than 
later.”

“The CARE Investment 
Committee does not 
believe that the Australian 
Official Interest rate is 
about to rise soon and we 
note that higher mortgage 
interest rates will have 
the effect of slowing the 
economy slightly.”

“In the US, current 
expansion has now 
reached eight years, 
making it the third 
longest in the post-war 
era. Despite the long 
expansion, inflation 
remains low and there 
appears to be little on 
the horizon that suggests 
a higher inflation is 
imminent.”

“The Chinese Government 
will begin to gradually 
curb credit growth later 
this year and follow up 
with interest rate rises 
soon after.”

“In Australia, a 
large amounts of 
government spending 
by state governments 
on infrastructure should 
ensure positive growth. 
Interest rates in this 
moderate growth low 
inflation environment, 
should be on hold but an 
easing bias will continue 
in 2017.”
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"China looks set to slow 
marginally as we progress 
toward the end of the year 
whilst the US remains relatively 
strong and its unemployment 
low. We continue to expect the 
US Federal Reserve will raise 
the official interest rate once 
more in 2017. Importantly, 
inflation remains low."

soon and we note that higher mortgage interest rates 
will have the effect of slowing the economy slightly. 
Despite low unemployment, wages growth is low and 
coupled with high consumer debt levels, will weigh on 
consumer spending. Large infrastructure projects should 
lend support to growth whilst residential housing will 
continue to slow.

In the US, current expansion has now reached eight 
years, making it the third longest in the post-war era. 
Despite the long expansion, inflation remains low and 
there appears to be little on the horizon that suggests 
a higher inflation is imminent. Inflation increased 1.6% 
over the year to June, below 1.9% recorded in May 
and compared to market expectations of 1.7%. It is the 
lowest inflation rate since October of 2016 due to a 0.4 
percent fall in petrol prices. The focus has shifted to the 
labour market with ongoing debate as to whether low 
unemployment will lead to increased wages and higher 
inflation. The unemployment rate has now fallen to 4.3%, 
0.4 points below the Federal Reserve’s estimate of Non-
Accelerating Inflation Rate of Unemployment yet wages 
growth is benign. It remains to be seen whether inflation 
in the US will begin to rise from here and expect that this 
will become more evident by the end of this year. In the 
meantime, the conundrum persists.

China is showing evidence of capacity constraints and 
debt to GDP is growing unsustainably. The Government 
will begin to gradually curb credit growth later this year 
and follow up with interest rate rises soon after. GDP 
growth will slow in 2018 as the increase interest rates 
begin to work. The Government’s integration with the 
banking system suggests that the slowdown will be 
orderly with growth to remain circa 5% in 2019. 

Japan’s economy has been turning toward a moderate 
expansion. Stronger world growth has led to an increase 

in exports whilst on the domestic front, business fixed 
investment has been on a moderately increasing trend 
as corporate profits rise.  Inflation remains low meaning 
that the Bank of Japan will maintain the official interest 
rate at 0% for the foreseeable future although it is likely 
to print less money over the rest of the year. The year-on-
year rate of change in the consumer price index (CPI, all 
items less fresh food) has been about 0%.

The S&P/ ASX 300 Accumulation index fell 1.57% over 
the quarter and returned 13.82% over the year ending 
March 2017. Amongst the largest 100 companies, 
Qantas (47%), Flight Centre (31%), poker machine maker 
Aristocrat (25%) were amongst the best performers. 
Qantas has benefit from falling oil prices as jet fuel is one 
of its main overheads. Aristocrat recorded strong growth 
in the US gaming machines market which helped it 
beat expectations with a strong rise in first-half profit. At 
the other end of the ledger were Vocus Group (-20%), 
Santos (-19%) and TPG Telecom (-17%). Vocus Vocus’ 
credibility with investors has been damaged by a series 
of earnings downgrades as it struggled to bed down 
new assets. The most recent of those came in May, 
shortly after the company reiterated guidance at its 
half-year result.

The growth in bank profits came under scrutiny over 
the quarter. A large sell off in May followed by a rise 
towards the end of the quarter occurred as fears that 
that banks would need to issue more shares, so they 
remain “unquestionably strong”, abated. Although it is 
positive that banks will be able to meet their prudential 
requirements, growth prospects will likely weigh on their 
share prices. It suggests that they will cut costs to deliver 
returns to their shareholders.

In terms of portfolio activity, the Investment Committee 
slightly reduced the weighting to the Vanguard 

2



QUARTERLY UPDATE - JUNE 2017

RETURNS TO THE 31ST JUNE 2017 BY CARE 
INVESTMENT STRATEGY
*The Legend which explains the acronyms is on page 7.

Australian Shares Index fund and introduced a new 
security Betashares Australian Small Companies Select 
Fund into the portfolios. The Betashares Fund aims to 
provide investors with capital growth and importantly 
income from a portfolio of smaller companies that are 
that are listed on the Australian stock exchange. Over 
the quarter this has aided returns.

The CARE Conservative, Moderate, Balanced and 
Growth portfolios were well positioned as part of their 
long term strategic allocation to the underlying asset 
sectors. The funds were not invested in bonds but rather 
in short term interest rate securities where the risk of 
capital loss is low. With many bond markets around the 
world falling in price or at best providing very low returns 
over the year, the performance by the CARE portfolios 
was enhanced. The portfolios are invested in short 
maturity interest bearing securities managed by Realm 
Investment House and Kapstream. 

Within the CARE Enhanced International Shares Portfolio, 
the exposure to global shares that pay a high dividend 
(WDIV.AX) underperformed the broader global share 
market over the quarter however ended the year 
8.80% higher. The fund tracks the performance of the 
highest dividend yielding companies within the S&P 
Global Broad Market Index that have followed a policy 
of increasing or stable dividends for at least 10 years. 
Waddell & Reed, a US investment and financial planning 
company is still the largest holding at 1.99% and the 
portfolio also invests in Aberdeen Asset Management. 
This quarter Fortum Corporation was the third largest 
holding at 1.65% of the portfolio. Fortum operates 
power plants, including co-generation plants, and 
generates and sells electricity and heat. Fortum also 
provides waste services such as recycling, reutilisation, 
final disposal solutions and soil remediation and 
environmental constructions services.

Magellan performed well with the portfolio rising 4.2% 
over the quarter and 15.4% over the year. The largest 
contributors to performance were the investments in 
Apple, Alphabet Inc. (Parent company of Google), 
Lowe’s (the US equivalent of Bunnings Warehouse), 
Microsoft Corporation and Wells Fargo & Co. The best 
performers included investments in PayPal, McDonald’s 
and Nestlé. PayPal gained after better than-expected 
profits in the first quarter of the year allowed the 
company to boost annual guidance and PayPal 
announced a US$5 billion share-repurchase program. 
McDonald’s jumped after first quarter same-store sales 
growth beat expectations due to pleasing growth in 
the US where the company’s more-focused execution is 
winning customers. Nestlé rose 11% in anticipation that 
cost-saving measures will boost profit margins.

Stocks that detracted included investments in Lowe’s 
and Tesco. Lowe’s fell after the US home-improvement 
chain posted first-quarter comparable-store growth 
that was below that of The Home Depot (another 
hardware and home improvement store). Tesco, despite 
announcing better than-expected growth during its 
June trading update, fell along with other bricks-and-
mortar retailers when Amazon’s purchase of Whole 
Foods signalled further disruption for traditional retailers.

Within the Care Enhanced Australian Share Portfolio, 
the Manager - Joseph Palmer and Sons has increased 
the amount of cash in the portfolio awaiting better 
opportunity to purchase company shares at lower 
prices. Shares such as Lend Lease, QBE, Spotless and 
Goodman Group were sold and some other stock 
weightings reduced. The manager was also cautious 
of the banking sector. The banking sector has regularly 
been in the news, due to regulatory changes, 
government reviews and enquiries, and new tax levies. 
Joseph Palmer and Sons maintains investment in the 
banks including ANZ, Commonwealth Bank, Macquarie 
Bank and Westpac, however has tended to lighten the 
exposure in the portfolio awaiting announcement on 
their capital requirements by the regulator APRA. At the 
time of writing, banks looked like they could easily meet 
the capital requirements set down by the regulator and 
would not need to issue more shares.

China looks set to slow marginally as we progress toward 
the end of the year whilst the US remains relatively strong 
and its unemployment low. We continue to expect the 
US Federal Reserve will raise the official interest rate 
once more in 2017. Importantly, inflation remains low. 
Hence the rate of interest rate increases will be at a 
snail’s pace. European growth looks to have lifted slightly 
boding well for share prices. In Australia, poor wages 
growth and high consumer debt will limit consumption 
in the second half of the year. This will keep a lid on 
economic growth. The large amounts of government 
spending by state governments on infrastructure should 
ensure positive growth. Interest rates in this moderate 
growth low inflation environment, should be on hold but 
an easing bias will continue in 2017.
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CARE CONSERVATIVE*

1 year
3 years 

50% AEQ - 50% IEQ

5 years

7.21

5.32
6.28

CARE MODERATE*

1 year
3 years

50% AEQ - 50% IEQ

5 years

9.09

6.37

8.68
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RETURNS TO THE 31ST JUNE 2017 BY CARE 
INVESTMENT STRATEGY
*The Legend which explains the acronyms is on page 7.

2012 2013 2014 2015 2016 2017

10.6K

11K

11.4K

11.8K

12.6K

13.1K

14K

15K

Investment Name Value

CARE Conservative (50% AEQ - 50% IEQ) (Total Return...14.16K Multisector Conservative Investor (Market Return, AUD,... 11.91K

Source: Morningstar Direct

CARE Conservative Strategy – Growth of $10 000 Over 5 Years to 30/6/2017

Source: Morningstar Direct

RETURNS TO THE 30TH JUNE 2017
BY CARE INVESTMENT STRATEGY
*The Legend which explains the acronyms is on page 7.
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CARE CONSERVATIVE*

1 year
3 years

50% AEQ - 50% IEQ

5 years

7.21

5.32

6.28

CARE MODERATE*

1 year
3 years 

50% AEQ - 50% IEQ

5 years

9.09

6.37

8.68

CARE BALANCED*

1 year
3 years 

50% AEQ - 50% IEQ

5 years

10.87

7.37

11.08

CARE GROWTH*

1 year
3 years

50% AEQ - 50% IEQ

5 years

12.21

8.29

12.16

2012 2013 2014 2015 2016 2017

10.9K

11.4K

12.4K

13K

13.6K

14.8K

15.5K

16.2K

17K

Investment Name Value

CARE Balanced (50% AEQ - 50% IEQ) (Total Return, A... 16.75K Australia Fund Multisector Balanced (Total Return, AUD,... 14.59K

Source: Morningstar Direct

CARE Balance Strategy – Growth of $10 000 Over 5 Years to June 2017

Source: Morningstar Direct

2012 2013 2014 2015 2016 2017

10.8K

11.6K

12.1K

12.6K

13.6K

14.2K

15.3K

16K

Investment Name Value

CARE Moderate (50% AEQ - 50% IEQ) (Total Return, A... 15.45K Australia Fund Multisector Moderate (Total Return, AUD,... 13.16K

Source: Morningstar Direct

CARE Moderate Strategy – Growth of $10 000 Over 5 Years to 30 June 2017

Source: Morningstar Direct

EXCITING LIFE BORING MONEY
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*Returns are based on model portfolio, benchmark allocation & assumes investment over 1 , 3  & 5 years ending 31st December 2016. The E (enhanced) component is 
assumed to be 50% Australian Equities & 50% International Equities. Past Performance is not indicative of future performance.

*The CARE portfolio Returns are before tax, Adviser fee, and Platform Fees however net of CARE Investment Committee Fee.

*Returns are based on: 
C,A & E only – RESERVES is not factored into the return series.

The information contained in this document has been provided as general advice only.  The contents of this document have been prepared without 
taking account of your personal objectives, financial situation or needs. You should, before you make any decision regarding any information, strategies 
or products mentioned in this document, consult your GPS Wealth Ltd financial advisor to consider whether it is appropriate having regard to your own 
objectives, financial situation and needs.

GPS CORE PORTFOLIO RETURNS TO THE 31ST DECEMBER 2016

6

CARE HIGH GROWTH*

1 year
3 years 

50% AEQ - 50% IEQ

5 years

13.03

8.72

12.98
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CARE BALANCED*

1 year
3 years

50% AEQ - 50% IEQ

5 years

10.87

7.37

11.08

CARE GROWTH*

1 year
3 years 

50% AEQ - 50% IEQ

5 years

12.21

8.29

12.16

2012 2013 2014 2015 2016 2017

10.5K

11.5K

12.1K

13.4K

14.7K

15.5K

16.3K

17.1K

18K

Investment Name Value

CARE Growth (50% AEQ - 50% IEQ) (Total Return, AUD...17.79K Australia Fund Multisector Growth (Total Return, AUD, P... 15.72K

Source: Morningstar Direct

CARE Growth Strategy – Growth of $10 000 Over 5 Years to June 2017

Source: Morningstar Direct

2012 2013 2014 2015 2016 2017

11.1K

12.3K

13K

14.5K

15.3K

17K

18K

19K

Investment Name Value

CARE High Growth (50% AEQ - 50% IEQ) (Total Return... 18.45K Australia Fund Multisector Aggressive (Total Return, AU... 17.57K

Source: Morningstar Direct

CARE High Growth Strategy – Growth of $10 000 Over 5 Years to June 2017

Source: Morningstar Direct
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*Returns are based on model portfolio, benchmark allocation from July 2012 - March 2015 & actual third party data from April 2015 - June 2017. Whilst 
the 3rd party data and information used in this analysis is believed to be reliable, its accuracy and completeness are not guaranteed and no warranty of 
accuracy or reliability is given or implied and no responsibility for any loss or damage arising in any way for any representation, act or omission is 
accepted by GPS Wealth Ltd or any officer, agent or employee of GPS Wealth Ltd.. The E (enhanced) component is assumed to be 50% Australian 
Equities & 50% International Equities. Past Performance is not indicative of future performance.

*The CARE portfolio Returns are before tax, Adviser fee, and Platform Fees however net of CARE Investment Committee Fee.

*Returns are based on: 
C,A & E only – RESERVES is not factored into the return series.

The information contained in this document has been provided as general advice only.  The contents of this document have been prepared without 
taking account of your personal objectives, financial situation or needs. You should, before you make any decision regarding any information, strategies 
or products mentioned in this document, consult your GPS Wealth Ltd financial advisor to consider whether it is appropriate having regard to your own 
objectives, financial situation and needs.

GPS CORE PORTFOLIO RETURNS TO THE 31ST DECEMBER 2016

EXCITING LIFE BORING MONEY

*Returns are based on model portfolio, benchmark allocation & assumes investment over 1 , 3  & 5 years ending 31st December 2016. The E (enhanced) component is 
assumed to be 50% Australian Equities & 50% International Equities. Past Performance is not indicative of future performance.

*The CARE portfolio Returns are before tax, Adviser fee, and Platform Fees however net of CARE Investment Committee Fee.

*Returns are based on: 
C,A & E only – RESERVES is not factored into the return series.

The information contained in this document has been provided as general advice only.  The contents of this document have been prepared without 
taking account of your personal objectives, financial situation or needs. You should, before you make any decision regarding any information, strategies 
or products mentioned in this document, consult your GPS Wealth Ltd financial advisor to consider whether it is appropriate having regard to your own 
objectives, financial situation and needs.

GPS CORE PORTFOLIO RETURNS TO THE 31ST DECEMBER 2016

1 year 3 years 5 years

CORE Conservative 5.69 5.01 6.5

CORE Moderate 7.88 5.91 8.19

CORE Balanced 10.7 6.99 10.26

CORE Growth 12.27 8.29 12.25

CORE High Growth 13.49 9.15 13.98

GPS CORE PORTFOLIO RETURNS TO THE 30TH JUNE 2017

1.90Inflation Average 1.50 2.00
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Meet the CARE 
Investment Committee
Emmanuel Calligeris

Emmanuel is Chairman of the CARE Investment Committee. Emmanuel 
holds a degree in economics and previously had 20 years’ experience as 
Chief Investment Officer for OnePath Investments (the investment arm of 
ANZ Bank) and was responsible for $13 Billion of funds under 
management.

Rob McGregor

Rob formulated the CARE Investment Philosophy over the last 15 years 
and successfully managed $100m in clients’ funds during the GFC.

Grahame Evans

Grahame is the Risk and Compliance member of the CARE Investment 
Committee. Grahame brings over 35 years of financial services industry 
experience.

Dr. Mark Brimble

Mark Brimble is an Independent member of the CARE Investment 
Committee. Mark holds a doctorate in Capital Markets and is keenly 
interested in investor behaviour.

CONTACT US

Blue Chip Wealth Management

Level 15, 799 Pacific Highway
Chatswood 2067

16 Angourie St,
Kingscliff 2487

02 8188 0148

Blue Chip Wealth Management Pty 
Ltd is a corporate authorised 

representative (404974) of GPS 
Wealth Ltd

AFSL 254 544  |  Australian Credit Licence 254 
544  ABN 17 005 482 726

www.gpswealth.com.au




