
The DDH Conservative Growth Fund invests in 
predominantly defensive assets across international 
and Australian markets. The Fund gives investors 
access to wholesale portfolios managed by QIC, 
one of Australia’s leading fund managers.

OBJECTIVE
The Fund aims to achieve an investment return of at least CPI plus 3% 
(before fees) over rolling three year periods, and to provide relatively stable 
returns over the medium term with the potential for some long-term capital 
growth, through investment in the Underlying Fund.

STRATEGY
The Underlying Fund allocates a majority of the investments to defensive 
assets such as fixed interest and cash with the objective of providing the 
portfolio with relatively stable returns. The residual amount of the portfolio is 
allocated to growth assets, such as listed shares, property and infrastructure 
securities, to provide the potential for capital growth. For risk management 
purposes, the option may hedge some of its currency exposure.

QIC seeks to add value by utilising a dynamic asset allocation (DAA) approach 
to allocating resources and through a disciplined approach to the selection 
of the investments held by the Underlying Fund. QIC’s DAA process improves 
on static asset allocations by responding to valuation signals. Through DAA, 
the asset allocation mix of the portfolios is adjusted in response to changing 
market prices and QIC’s proprietary estimates of fair value. Allocations are 
managed within pre-approved ranges that allow portfolio risk to be increased 
or decreased in response to changing economic risks.

QIC AS INVESTMENT MANAGER
DDH has appointed QIC Limited ACN 130 539 123 (QIC) as the Fund’s 
wholesale investment manager. As one of Australia’s largest wholesale 
fund managers QIC has extensive experience and capability in institutional 
investing. QIC’s structure and backing is unique amongst institutional 
investment managers while the expertise and conviction of its investment 
teams contribute to produce consistently above-average returns. For 
further information on QIC, please refer to their website: www.qic.com. 
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This document is not a recommendation to acquire a particular financial product. The information in this document is of a general nature only. DDH Graham Limited (DDH) has not taken into account the investment 
objectives, financial situation or particular needs of any particular person or entity, when preparing this document. Persons should refer to the Product Disclosure Statement of this product (available from
www.ddhgraham.com.au) and seek professional advice before relying on the information. Information used in this publication has been prepared in good faith by DDH Graham Limited. However neither DDH Graham 
Limited or QIC warrant the accuracy of the information, and to the extent permitted by law, disclaim responsibility for any loss or damage of any nature whatsoever which may be suffered by any person directly or 
indirectly through relying upon it, whether that loss or damage is caused by any fault or negligence of either DDH Graham Limited or QIC or otherwise. Past performance is not indicative of future performance.

AT A GLANCE

APIR Code QIN0004AU

Management costs
Balance over $200,000

1.25% p.a.
0.925% p.a.

Buy Spread +0.10%

Sell Spread -0.10%

Inception date March 2002

Minimum investment $2000 (Lump Sum)
$500 (Regular Savings Plan)

Income distribution Half-Yearly

FEATURES

Flexibility

Open to both direct investors and indirect 
investors who wish to invest in the Fund via a 
master trust or a wrap service.

Medium Risk/Return

Relatively stable returns, with the potential 
for higher returns than low risk investments, 
however there is the potential for below-
average returns and/or some loss of capital.

This may suit investors with a medium term 
investment horizon, seeking a balance between 
income and capital growth potential.

Suggested Minimum Time Frame 3 Years

MORE INFORMATION
For more information please refer to the 
Product Disclosure Statement available 
from www.ddhgraham.com.au.

Alternatively please phone Fund Services on 1800 226 174 
between 9:00am and 5:00pm (AEST), Monday to Friday, 
or email investments@ddhgraham.com.au.

PERFORMANCE RETURN %1,2,3

Total Growth Dist

3 months 0.89 0.25 0.64

1 year 7.09 4.76 2.33

2 years (pa) 2.86 0.59 2.27

3 years (pa) 3.70 1.49 2.21

5 years (pa) 3.13 -0.10 3.23

Inception (pa) 4.19 -0.86 5.05
1. Past performance is not a reliable indicator of future performance.

2. Total Return represents unit price movements and assumes all 
distributions are reinvested; Growth Return represents unit price 
movement only; Distribution Return represents the difference between 
Total Return and Growth Return.

3. All performance figures are net of ongoing fees and expenses.

UNDERLYING FUNDS

Fund profiles for each of the Underlying Funds 
are attached:

QIC Cash Fund

QIC Growth Fund

INVESTMENT 
MANAGER

ACTUAL ASSET ALLOCATION (%)

Cash 60.39

Diversified Fixed Interest 3.40

Property 1.54

Australian Shares 10.12

International Shares 16.01

Alternative Investments 8.54



 

DESCRIPTION: The Fund captures the performance of the Australian short-term interest rate market by investing in 
a liquid, diversified and low risk portfolio of Australian money market securities. 

INVESTMENT OBJECTIVE: To provide the return of the Bloomberg AusBond Bank Bill Index (after expenses but before QIC 
Management Fees). 

INCEPTION: 20 June 1994 SIZE: A$1,378,065,280 
 

CONTACT US: +61 7 3020 7082 clientservices@qic.com www.qic.com 

Benchmark is the Bloomberg AusBond Bank Bill Index.  
Prior to June 2000 it was 90% Bloomberg AusBond Bank Bill Index + 10% 11am Interest Rate. 
Past performance is not a reliable indicator of future performance.  
This Fund Commentary and the information contained in it (the “Information”) is subject to the ‘Disclaimer’ on our web site: see 
http://www.qic.com/disclaimer.aspx (as amended from time to time) as if any references to ‘website’ (or related terms) in the 
‘Disclaimer’ are replaced with references to the Information, and all other necessary consequential amendments are made. 

 

QIC CASH FUND 31 December 2019 
Returns (%)* 

  1 mth 3 mths FYTD 1 yr 3 yrs 5 yrs 7 yrs Since 
inception 

Fund 0.08 0.25 0.54 1.52 1.75 1.94 2.18 4.65 

Benchmark 0.07 0.24 0.52 1.50 1.72 1.91 2.16 4.67 

* Fund returns are net of trust administration fees and all underlying fund expenses but gross of QIC management and any applicable performance fees 
which are charged outside the Fund. Returns greater than one year are annualised. Inception date was 20 June 1994. 

• Australian bonds sold-off in December following the de-escalation of the global trade war and an improved domestic labour 
market report  

• The Fund remains predominately invested in highly liquid short-maturity money market securities, yielding 1.02 (+0.15% over 
the benchmark) 

Performance 
The QIC Cash Fund (the Fund) returned 0.25% for the quarter, 
in line with the Bloomberg AusBond Bank Bill Index. 

Market Review 
In October, the Reserve Bank of Australia (RBA) lowered the 
cash rate to a new record low of 0.75% and stated that it would 
be prepared to ease monetary policy further if needed, as the 
Board continued to closely monitor developments in the labour 
market. Late in the quarter, the US-China trade deal fuelled 
optimism across global financial markets. As a result, Australian 
3-year bond yields rose 17bps over the period to end the 
quarter at 0.90% and 10-year bond yields rose 35bps to end the 
quarter at 1.37%. By contrast, the 3-month Bank Bill Swap 
(BBSW) rate fell by 2bps to finish the quarter at 0.92%. 

Portfolio Positioning 
The Fund is conservatively positioned in predominantly 
domestic major bank short-term securities. The Fund also holds 
a small allocation to term deposits. At the end of December, the 
Fund was yielding 1.02%, offering 15bps pick-up over the Bank 
Bill Index while maintaining the focus on liquidity. 

Outlook 
QIC’s base case remains for a terminal cash rate of 0.50% and 
forecasts one further cut in the first quarter of 2020. However, 
we acknowledge that risks of further conventional and 
unconventional monetary policy easing remain elevated. While 
global financial market sentiment has turned more positive in 
recent weeks and the modest fall in the domestic 
unemployment rate would be welcomed by the RBA, there are 
reasons to remain cautious towards the outlook for the 
domestic economy. The domestic macroeconomic backdrop of 
below trend growth and subdued inflation suggests that bond 

yields are likely to remain at low levels. While QIC forecasts that 
the domestic labour market will be relatively resilient in 2020, 
the key forward indicators for employment suggest that the 
risks are to the downside. In the scenario that the 
unemployment rate rises next year, it is likely that the RBA 
would ease monetary policy more meaningfully through a 
quantitative easing program and drive bond yields to new 
record lows. 

Risk measures 

  Fund Benchmark 

 Interest rate duration (yrs) 0.13 0.13 

 Yield (%) 1.02 0.87 

Asset composition (%)  

 

26.1

27.5

28.9

17.5

ANZ

CBA

NAB

WBC
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1The Investment Objective is to achieve an investment return of Australian CPI + 4% p.a. after fees but before taxes over rolling 5-year periods.  
The Investment Objective has been in place since July 2008. Prior to this time the Fund was managed to a Reference Benchmark. 
Past performance is not a reliable indicator of future performance.  

 

QIC GROWTH FUND 31 December 2019 

Returns (%)* 

  1 mth 3 mths CYTD FYTD 1 yr 3 yrs 5 yrs 10 yrs Since 
inception 

Fund -0.05 2.02 16.40 4.42 16.40 8.75 7.47 7.97 7.66 

Rolling CPI + 4% 0.47 1.40 5.67 2.82 5.67 5.80 5.64 6.09 6.41 

*Fund returns are net of trust administration fees, applicable external management fees and all underlying Fund expenses but gross of QIC management and 
any applicable performance fees which are charged outside the Fund. Returns greater than one year are annualised. The Fund objective is CPI + 4% p.a. over 
rolling five-year periods (after fees but before taxes) but is also shown for all periods for comparison. Rolling CPI + 4% is calculated as annualised CPI over the 
reporting period + 4% p.a. For periods less than 1 year, rolling 1-year CPI + 4% has been pro-rated over the reporting period. Inception date was 5 March 2002. 

• Global equities finished the last quarter of the year strongly on the back of positive geopolitical developments  
• The Fund has returned 4.42% over the financial year, driven by positive returns in global equities, Australian equities, fixed interest 

and cash, DAA, global infrastructure, other alternatives, currency and global private equity 
• The Fund has achieved a return of 7.47% p.a. over the past 5 years, outperforming its 5-year rolling Australian CPI + 4% return 

objective 

Market Review 
Global equities rallied strongly over the last quarter of the year as 
major geopolitical risks abated. Investors enjoyed greater certainty 
surrounding the US and China trade war as well as Brexit, which had 
both weighed on markets over the year. Additionally, central banks 
continued to provide monetary policy support to assets as they 
maintained an easing bias. 

Global Equities 

Equity markets hit record highs to finish the year as positive 
developments saw major risks priced out by investors. A phase one 
trade deal touted in October was finally confirmed in mid-December 
after an extended back and forth between the US and China. This 
partial deal includes a delay to new tariffs and the scaling back of 
existing tariffs, giving the two countries a path to a long-awaited 
resolution as well as a forecasted boost to global GDP. The quarter 
also saw ‘no-deal’ Brexit fears extinguished as Boris Johnson’s 
Conservative party secured a large enough majority in the UK 
elections to proceed comfortably with Brexit. Not even the first 
impeachment of a US President in more than 20 years could derail 
markets as investors brushed off any chance of Trump’s conviction in 
the senate.  

The MSCI All Country World Index ex Australia (hedged to AUD) 
returned 7.67% over the quarter. In the US, the S&P500 Total Return 
Index returned 8.91%. Australian equities underperformed, with the 
S&P/ASX200 Accumulation Index returning 0.68%. Emerging market 
equities outperformed relative to developed markets, with the MSCI 
Emerging Markets Index (hedged to AUD) returning 8.91%. 

Global Fixed Interest and Cash 

In fixed interest markets these positive developments outweighed 
dovish monetary policy from central banks as bond yields rose 
strongly over the quarter. This selloff in bonds was led by a stronger 
global growth outlook by investors as geopolitical risks subsided. US 
10-year yields increased 25bps, while Australian 10-year bonds were 
one of the biggest movers, with yields increasing 35bps as its largest 
trading partner, China, felt some tariff relief. This was despite an 
aggressive rally in Australian bonds during November after a speech 
from RBA Governor Philip Lowe where he implied the lower bound for 
the cash rate was 0.25%.   

 
 

 

Contribution by asset class for the FYTD (%) 

 

Rolling 5-year return against objective1 (%) 
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DESCRIPTION: The focus of the Fund is growth rather than income, with the potential for short term capital loss. 

INVESTMENT OBJECTIVES: The Fund seeks to achieve an investment return of Australian CPI + 4% p.a. after fees but before 
taxes over rolling 5-year periods. The Fund seeks to limit the ex-ante probability of a negative return 
over 1 year at less than 1 in every 5 years on average. 

INCEPTION: 5 March 2002 SIZE: A$5,050,641,595 
 

CONTACT US: +61 7 3020 7082 clientservices@qic.com www.qic.com 

This Fund Commentary and the information contained in it (the “Information”) is subject to the ‘Disclaimer’ on our web site: see 
http://www.qic.com/disclaimer.aspx (as amended from time to time) as if any references to ‘website’ (or related terms) in the ‘Disclaimer’ are 
replaced with references to the Information, and all other necessary consequential amendments are made. 

Investment grade credit outperformed in Australia, the US and 
Europe, as credit spreads contracted. Meanwhile, breakeven 
inflation expectations increased in the US and Australia. 

Currency  

The Australian Dollar (AUD) appreciated strongly over the quarter 
benefiting from the easing trade tensions between the US and China. 
The AUD appreciated against the Japanese Yen (+4.77%), the US 
Dollar (+4.19%) and the Euro (+1.20%). The only exception was the 
British Pound (-3.04%) where increasing Brexit clarity supported a 
strong rally. On a trade-weighted basis, the AUD rose by 1.86% over 
the quarter. 

Fund Performance and Positioning 

The QIC Growth Fund (the Fund) returned 2.02% over the quarter. 
The Fund has achieved a return of CPI + 5.83% p.a. over the past 5 
years (before QIC management fees, which are charged outside the 
Fund). This is more than the Fund’s objective of CPI + 4% p.a. over 
rolling 5-year periods. 

The Fund is managed to a Strategic Asset Allocation (SAA) portfolio 
that we believe will deliver the return objective over time. The SAA 
portfolio targets a position of close to 50% in global equities, including 
investments in a combination of risk and behavioural based factors 
such as value, momentum and quality equities, as well as emerging 
markets. Both international and Australian equities exposure 
contributed positively to performance over the quarter. Within the 
international equity portfolios, the developed markets value strategy 
outperformed.  

The SAA portfolio includes a 10% allocation to fixed interest, with a 
20-year duration and a 10% allocation to cash. This allocation is 
expected to have defensive characteristics and provides 
diversification to the Fund’s equities exposure. The Fund’s fixed 
interest exposure contributed negatively to returns over the quarter.    

The SAA portfolio also targets a 30% exposure to a diverse range of 
alternative asset classes including direct real estate, direct 
infrastructure, private equity, insurance-linked securities and liquid 
managed funds. We expect the Fund’s alternative assets to provide a 
range of benefits for the portfolio, including reducing the Fund’s 
reliance on equity risk to achieve its return objective and 
diversification to help achieve the risk objective.     

In the Fund’s alternatives exposures, global infrastructure 
contributed positively to returns, while other alternatives, global 
private equity and global real estate detracted from performance.  

The SAA includes a 10% exposure to foreign currency which we expect 
to offer some diversification in times of equity market stress.  

DAA Positioning and Performance 

The Portfolio uses a Dynamic Asset Allocation (DAA) process to 
respond to market and economic movements using a systematic 
valuation-aware framework. The DAA process comprises four  

sub-strategies: the cross-asset strategy, cross-sectional equity 
strategy, cross-sectional bond strategy, and the currency strategy. 

The DAA process contributed positively to returns over the quarter. 
The cross-asset strategy, comprising long positions in equities and 
cash and a short position in fixed income, was the biggest contributor 
to returns over the quarter.  

The cross-sectional bond strategy also added to returns over the 
quarter. This strategy holds underweight positions in UK, German and 
Canadian bonds against overweight positions in US and Australian 
bonds.  

The currency sub-strategy detracted from returns over quarter, as the 
basket of short currencies appreciated, on average, versus the basket 
of long currencies. The largest positions in the long basket are NOK, 
CAD and JPY while the largest short positions are in CHF, AUD and 
NZD. 

The cross-sectional equity strategy also detracted from performance 
as the equity markets we are underweight outperformed the markets 
we are overweight. The largest underweight equity positions are in 
the US and Australia and the largest overweight equity positions are 
in the UK, Europe, and Japan.

 

Effective exposure range and actual (%) 

Asset Class 
Total 
Fund 

Range 

Strategic 
Exposure DAA Actual 

Global Equities 25 - 75 54.17 1.08 55.25 

> Australian Equities   21.62 -0.23 21.40 

> International Equities   32.54 1.30 33.85 

Global Real Estate 0 - 15 3.27 n/a 3.27 

> Direct Property   3.27 n/a 3.27 

> Global REITS   0.00 n/a 0.00 

Global Infrastructure 0 - 15 5.34 n/a 5.34 

> Listed Infrastructure   1.94 n/a 1.94 

> Unlisted Infrastructure   3.40 n/a 3.40 

Other Alternatives -10 - 40 12.22 n/a 12.22 

Global Private Equity 0 - 10 0.71 n/a 0.71 

Global Fixed Interest & 
Cash   24.29 -1.08 23.21 

> Global Fixed Interest -15 - 35 8.79 -1.11 7.68 

> Cash -15 - 35 15.50 0.03 15.53 

Total   100.00 n/a 100.00 

FX Currency -10 - 30 10.19 0.79 10.98 

Inflation Overlay -20 - 40 0.00 n/a 0.00 

Credit Overlay -20 - 60 19.77 n/a 19.77 

Note: The duration of the interest rate exposure of the global fixed interest 
allocation is 20 years. The credit exposure has a duration adjustment of 5 years.  

mailto:clientservicecentre@qic.com
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