


Trade Update – November 2022

This document is intended to support your communication and service proposition to your clients. It has been produced by Morningstar Investment Management Australia with a deliberately light tone and structure. Note that these are guidance paragraphs only, with you being free to add, remove or amend any wording, as you see fit. As such, it is not guaranteed to meet the expectations of the regulators or your internal compliance requirements. Regardless, please bear in mind that you, as financial adviser, are ultimately responsible for the accuracy and relevance of your communications to your clients.


[Scroll down to find the full range of portfolios, by risk profile] 

All Growth 
Dear Client,
It continues to be a challenging period for financial markets; however, I’m pleased to report that your portfolio has held up relatively well under the circumstances, boosted of late by a decent rally for many sharemarkets in October. We’ve talked a lot about rising inflation over the course of 2022 and, in particular, its impact on interest rates. These themes continue to dominate market moves and I wanted to share some info with you to show just how significant the changes in interest rates have been. You’re probably familiar with the actions of our own Reserve Bank of Australia, which recently lifted the official cash rate by 0.25%, to now be 2.85%. Well, the U.S. Federal Reserve has just delivered its fourth consecutive rate rise of 0.75% so that their cash rate is around 4% (having effectively been 0% during the pandemic). Europe and the U.K also saw their cash rate go up by 0.75% in their last meetings, with the Bank of England further warning of the increased likelihood of recession. These are truly remarkable events that have profound implications for how we value assets.
While I appreciate that talk of a recession may be unsettling, it’s worth remembering that predicting interest rate and inflation movements is a very difficult exercise (especially in the short term), let alone forecasting the timing, severity, and duration of any recession. And that’s before we consider how governments and central banks may or may not react to these changing circumstances (we just need to look at the U.K.’s disastrous mini-budget for a recent example of a major policy mistake). In this context, where it feels like there is so much going on in the world, it may be helpful to think about these events through the framework of Morningstar’s valuation driven approach. In this regard, Morningstar recognise that there is now much better value in a range of assets, and they have made the following trades on your portfolio. They have:
· Added an investment in global listed property - via the VanEck FTSE International Property (Hedged) ETF. This ETF provides exposure to a diversified portfolio of companies across the commercial, office, industrial, retail and residential property sectors, globally. Most recently, this asset class has incurred substantial losses, given sharply rising interest rates, but in Morningstar’s view, now represents compelling value.

· Reduced your global sharemarket exposure, given the improving value in global listed property. Further, they have continued to take profits from your global energy investments (the energy sector is up more that 50% in 2022!), with the proceeds being primarily used to top up your Korean sharemarket investments. Korean shares have underperformed of late, in part given Korea’s proximity to China but also given its position as a key global manufacturing hub at a time of increasing economic uncertainty. At current levels, pricing in Korean shares appeals, providing an attractive opportunity to increase our investment in this market. These changes also see the level of currency hedging in the portfolio increase (i.e., your portfolio doesn’t have as much exposure to foreign currencies), with Morningstar taking advantage of the recent weakness in the Australian dollar.  
I have summarised these trades below: 
	Security 
	Security/APIR Code
	Portfolio Action 

	International Shares
	
	

	BetaShares Global Energy Companies (AUD Hedged) ETF
	FUEL-AU
	Decreased

	Morningstar International Shares Fund
	INT0017AU
	Decreased

	Morningstar International Shares Active (AUD Hedged) ETF 
	MSTR-AU
	Increased

	iShares MSCI South Korea ETF
	IKO-AU
	Increased

	Property & Infrastructure
	
	

	VanEck FTSE International Property (AUD Hedged) ETF
	REIT-AU
	Added


 
Above all, Morningstar seeks to build robust portfolios that they think will be well equipped to handle a wide range of scenarios that an investor may encounter on their investment journey. With this in mind, and while the current investment environment remains uncertain, Morningstar continues to find opportunities to add attractively priced assets to your portfolio and believes that your portfolio is appropriately positioned to achieve its investment objective, over time.  

As always, please let me know if you have any questions or if I can be of any assistance.

Regards






Adviser



High Growth (90)
Dear Client,
It continues to be a challenging period for financial markets; however, I’m pleased to report that your portfolio has held up relatively well under the circumstances, boosted of late by a decent rally for many sharemarkets in October. We’ve talked a lot about rising inflation over the course of 2022 and, in particular, its impact on interest rates. These themes continue to dominate market moves and I wanted to share some info with you to show just how significant the changes in interest rates have been. You’re probably familiar with the actions of our own Reserve Bank of Australia, which recently lifted the official cash rate by 0.25%, to now be 2.85%. Well, the U.S. Federal Reserve has just delivered its fourth consecutive rate rise of 0.75% so that their cash rate is around 4% (having effectively been 0% during the pandemic). Europe and the U.K also saw their cash rate go up by 0.75% in their last meetings, with the Bank of England further warning of the increased likelihood of recession. These are truly remarkable events that have profound implications for how we value assets.
While I appreciate that talk of a recession may be unsettling, it’s worth remembering that predicting interest rate and inflation movements is a very difficult exercise (especially in the short term), let alone forecasting the timing, severity, and duration of any recession. And that’s before we consider how governments and central banks may or may not react to these changing circumstances (we just need to look at the U.K.’s disastrous mini-budget for a recent example of a major policy mistake). In this context, where it feels like there is so much going on in the world, it may be helpful to think about these events through the framework of Morningstar’s valuation driven approach. In this regard, Morningstar recognise that there is now much better value in a range of assets, and they have made the following trades on your portfolio. They have:
· Added an investment in global listed property - via the VanEck FTSE International Property (Hedged) ETF. This ETF provides exposure to a diversified portfolio of companies across the commercial, office, industrial, retail and residential property sectors, globally. Most recently, this asset class has incurred substantial losses, given sharply rising interest rates, but in Morningstar’s view, now represents compelling value.

· Reduced your global sharemarket exposure, given the improving value in global listed property. Further, they have continued to take profits from your global energy investments (the energy sector is up more that 50% in 2022!), with the proceeds being primarily used to top up your Chinese and Korean sharemarket investments. Chinese shares remain unloved with the recent extension of President Xi’s term exacerbating fears around prolonged regulatory uncertainty, not to mention the implications of other government policy, including a zero-tolerance approach to COVID-19. Nonetheless, even after applying a considerable margin of safety to account for these risks, Chinese shares still look to offer significant long-term value (even though there is the potential for ongoing volatility in the short-term). Korean shares, too, have underperformed of late, in part given Korea’s proximity to China but also given its position as a key global manufacturing hub at a time of increasing economic uncertainty. Similarly, current pricing in Korean shares appeals, providing an attractive opportunity to increase our investment in this market. These changes also see the level of currency hedging in the portfolio increase (i.e., your portfolio doesn’t have as much exposure to foreign currencies), with Morningstar taking advantage of the recent weakness in the Australian dollar.  
I have summarised these trades below: 
	Security 
	Security/APIR Code
	Portfolio Action 

	International Shares
	
	

	BetaShares Global Energy Companies (AUD Hedged) ETF
	FUEL-AU
	Decreased

	Morningstar International Shares Fund
	INT0017AU
	Decreased

	Morningstar International Shares Active (AUD Hedged) ETF 
	MSTR-AU
	Increased

	iShares MSCI South Korea ETF
	IKO-AU
	Increased

	iShares China Large-Cap ETF
	IZZ-AU
	Increased

	Property & Infrastructure
	
	

	VanEck FTSE International Property (AUD Hedged) ETF
	REIT-AU
	Added


 
Above all, Morningstar seeks to build robust portfolios that they think will be well equipped to handle a wide range of scenarios that an investor may encounter on their investment journey. With this in mind, and while the current investment environment remains uncertain, Morningstar continues to find opportunities to add attractively priced assets to your portfolio and believes that your portfolio is appropriately positioned to achieve its investment objective, over time.  

As always, please let me know if you have any questions or if I can be of any assistance.

Regards






Adviser


Growth (70)
Dear Client,
It continues to be a challenging period for financial markets; however, I’m pleased to report that your portfolio has held up relatively well under the circumstances, boosted of late by a decent rally for many sharemarkets in October. We’ve talked a lot about rising inflation over the course of 2022 and, in particular, its impact on interest rates. These themes continue to dominate market moves and I wanted to share some info with you to show just how significant the changes in interest rates have been. You’re probably familiar with the actions of our own Reserve Bank of Australia, which recently lifted the official cash rate by 0.25%, to now be 2.85%. Well, the U.S. Federal Reserve has just delivered its fourth consecutive rate rise of 0.75% so that their cash rate is around 4% (having effectively been 0% during the pandemic). Europe and the U.K also saw their cash rate go up by 0.75% in their last meetings, with the Bank of England further warning of the increased likelihood of recession. These are truly remarkable events that have profound implications for how we value assets.
While I appreciate that talk of a recession may be unsettling, it’s worth remembering that predicting interest rate and inflation movements is a very difficult exercise (especially in the short term), let alone forecasting the timing, severity, and duration of any recession. And that’s before we consider how governments and central banks may or may not react to these changing circumstances (we just need to look at the U.K.’s disastrous mini-budget for a recent example of a major policy mistake). In this context, where it feels like there is so much going on in the world, it may be helpful to think about these events through the framework of Morningstar’s valuation driven approach. In this regard, Morningstar recognise that there is now much better value in a range of assets, and they have made the following trades on your portfolio. They have:
· Added an investment in global listed property - via the VanEck FTSE International Property (Hedged) ETF. This ETF provides exposure to a diversified portfolio of companies across the commercial, office, industrial, retail and residential property sectors, globally. Most recently, this asset class has incurred substantial losses, given sharply rising interest rates, but in Morningstar’s view, now represents compelling value.

· Reduced your global sharemarket exposure, given the improving value in global listed property. Further, they have continued to take profits from your global energy investments (the energy sector is up more that 50% in 2022!), with the proceeds being primarily used to top up your Chinese and Korean sharemarket investments. Chinese shares remain unloved with the recent extension of President Xi’s term exacerbating fears around prolonged regulatory uncertainty, not to mention the implications of other government policy, including a zero-tolerance approach to COVID-19. Nonetheless, even after applying a considerable margin of safety to account for these risks, Chinese shares still look to offer significant long-term value (even though there is the potential for ongoing volatility in the short-term). Korean shares, too, have underperformed of late, in part given Korea’s proximity to China but also given its position as a key global manufacturing hub at a time of increasing economic uncertainty. Similarly, current pricing in Korean shares appeals, providing an attractive opportunity to increase our investment in this market. These changes also see the level of currency hedging in the portfolio increase (i.e., your portfolio doesn’t have as much exposure to foreign currencies), with Morningstar taking advantage of the recent weakness in the Australian dollar.  

· Increased your investment in global bonds, which they have funded with some of your cash. We touched on the size and speed of interest rate movements earlier. This has flowed through into a strong uplift in bond yields, which means that these assets now represent better value. In Morningstar’s view, they are now more likely to deliver you a higher level of income, and be better able to diversify your sharemarket investments, than in recent years, when interest rates were near zero.
I have summarised these trades below: 
	Security 
	Security/APIR Code
	Portfolio Action 

	International Shares
	
	

	BetaShares Global Energy Companies (AUD Hedged) ETF
	FUEL-AU
	Decreased

	Morningstar International Shares Fund
	INT0017AU
	Decreased

	Morningstar International Shares Active (AUD Hedged) ETF 
	MSTR-AU
	Increased

	iShares MSCI South Korea ETF
	IKO-AU
	Increased

	iShares China Large-Cap ETF
	IZZ-AU
	Increased

	Property & Infrastructure
	
	

	VanEck FTSE International Property (AUD Hedged) ETF
	REIT-AU
	Added

	International Bonds
	
	

	Morningstar International Bonds (AUD Hedged) Fund
	INT0082AU
	Increased

	Cash
	
	

	iShares Core Cash ETF
	BILL-AU
	Decreased


 
Above all, Morningstar seeks to build robust portfolios that they think will be well equipped to handle a wide range of scenarios that an investor may encounter on their investment journey. With this in mind, and while the current investment environment remains uncertain, Morningstar continues to find opportunities to add attractively priced assets to your portfolio and believes that your portfolio is appropriately positioned to achieve its investment objective, over time.  

As always, please let me know if you have any questions or if I can be of any assistance.

Regards






Adviser



Balanced (50)
Dear Client,
It continues to be a challenging period for financial markets; however, I’m pleased to report that your portfolio has held up relatively well under the circumstances, boosted of late by a decent rally for many sharemarkets in October. We’ve talked a lot about rising inflation over the course of 2022 and, in particular, its impact on interest rates. These themes continue to dominate market moves and I wanted to share some info with you to show just how significant the changes in interest rates have been. You’re probably familiar with the actions of our own Reserve Bank of Australia, which recently lifted the official cash rate by 0.25%, to now be 2.85%. Well, the U.S. Federal Reserve has just delivered its fourth consecutive rate rise of 0.75% so that their cash rate is around 4% (having effectively been 0% during the pandemic). Europe and the U.K also saw their cash rate go up by 0.75% in their last meetings, with the Bank of England further warning of the increased likelihood of recession. These are truly remarkable events that have profound implications for how we value assets.
While I appreciate that talk of a recession may be unsettling, it’s worth remembering that predicting interest rate and inflation movements is a very difficult exercise (especially in the short term), let alone forecasting the timing, severity, and duration of any recession. And that’s before we consider how governments and central banks may or may not react to these changing circumstances (we just need to look at the U.K.’s disastrous mini-budget for a recent example of a major policy mistake). In this context, where it feels like there is so much going on in the world, it may be helpful to think about these events through the framework of Morningstar’s valuation driven approach. In this regard, Morningstar recognise that there is now much better value in a range of assets, and they have made the following trades on your portfolio. They have:
· Added an investment in global listed property - via the VanEck FTSE International Property (Hedged) ETF. This ETF provides exposure to a diversified portfolio of companies across the commercial, office, industrial, retail and residential property sectors, globally. Most recently, this asset class has incurred substantial losses, given sharply rising interest rates, but in Morningstar’s view, now represents compelling value.

· Reduced your global sharemarket exposure, given the improving value in global listed property. Further, they have continued to take profits from your global energy investments (the energy sector is up more that 50% in 2022!), with the proceeds being primarily used to top up your Korean sharemarket investments. Korean shares have underperformed of late, in part given Korea’s proximity to China but also given its position as a key global manufacturing hub at a time of increasing economic uncertainty. At current levels, pricing in Korean shares appeals, providing an attractive opportunity to increase our investment in this market. These changes also see the level of currency hedging in the portfolio increase (i.e., your portfolio doesn’t have as much exposure to foreign currencies), with Morningstar taking advantage of the recent weakness in the Australian dollar.  

· Increased your investment in global bonds, which they have funded with some of your cash. We touched on the size and speed of interest rate movements earlier. This has flowed through into a strong uplift in bond yields, which means that these assets now represent better value. In Morningstar’s view, they are now more likely to deliver you a higher level of income, and be better able to diversify your sharemarket investments, than in recent years, when interest rates were near zero.
I have summarised these trades below: 
	Security 
	Security/APIR Code
	Portfolio Action 

	International Shares
	
	

	BetaShares Global Energy Companies (AUD Hedged) ETF
	FUEL-AU
	Removed

	Morningstar International Shares Fund
	INT0017AU
	Decreased

	Morningstar International Shares Active (AUD Hedged) ETF 
	MSTR-AU
	Increased

	iShares MSCI South Korea ETF
	IKO-AU
	Increased

	Property & Infrastructure
	
	

	VanEck FTSE International Property (AUD Hedged) ETF
	REIT-AU
	Added

	International Bonds
	
	

	Morningstar International Bonds (AUD Hedged) Fund
	INT0082AU
	Increased

	Cash
	
	

	BetaShares Australian High Interest Cash ETF
	AAA-AU
	Removed

	iShares Core Cash ETF
	BILL-AU
	Decreased


 
Above all, Morningstar seeks to build robust portfolios that they think will be well equipped to handle a wide range of scenarios that an investor may encounter on their investment journey. With this in mind, and while the current investment environment remains uncertain, Morningstar continues to find opportunities to add attractively priced assets to your portfolio and believes that your portfolio is appropriately positioned to achieve its investment objective, over time.  

As always, please let me know if you have any questions or if I can be of any assistance.

Regards






Adviser




Conservative (30)
Dear Client,
It continues to be a challenging period for financial markets; however, I’m pleased to report that your portfolio has held up relatively well under the circumstances, boosted of late by a decent rally for many sharemarkets in October. We’ve talked a lot about rising inflation over the course of 2022 and, in particular, its impact on interest rates. These themes continue to dominate market moves and I wanted to share some info with you to show just how significant the changes in interest rates have been. You’re probably familiar with the actions of our own Reserve Bank of Australia, which recently lifted the official cash rate by 0.25%, to now be 2.85%. Well, the U.S. Federal Reserve has just delivered its fourth consecutive rate rise of 0.75% so that their cash rate is around 4% (having effectively been 0% during the pandemic). Europe and the U.K also saw their cash rate go up by 0.75% in their last meetings, with the Bank of England further warning of the increased likelihood of recession. These are truly remarkable events that have profound implications for how we value assets.
While I appreciate that talk of a recession may be unsettling, it’s worth remembering that predicting interest rate and inflation movements is a very difficult exercise (especially in the short term), let alone forecasting the timing, severity, and duration of any recession. And that’s before we consider how governments and central banks may or may not react to these changing circumstances (we just need to look at the U.K.’s disastrous mini-budget for a recent example of a major policy mistake). In this context, where it feels like there is so much going on in the world, it may be helpful to think about these events through the framework of Morningstar’s valuation driven approach. In this regard, Morningstar recognise that there is now much better value in a range of assets, and they have made the following trades on your portfolio. They have:
· Added an investment in global listed property - via the VanEck FTSE International Property (Hedged) ETF. This ETF provides exposure to a diversified portfolio of companies across the commercial, office, industrial, retail and residential property sectors, globally. Most recently, this asset class has incurred substantial losses, given sharply rising interest rates, but in Morningstar’s view, now represents compelling value.

· Reduced your global sharemarket exposure, given the improving value in global listed property. More specifically they have decreased your investment in broad-based global shares, and in particular, to U.K. shares (given the latter’s sizeable exposure to the energy sector, which has done exceptionally well of late). These changes also see the level of currency hedging in the portfolio increase (i.e., your portfolio doesn’t have as much exposure to foreign currencies), with Morningstar taking advantage of the recent weakness in the Australian dollar.  

· Increased your investment in global bonds, which they have funded with some of your cash. We touched on the size and speed of interest rate movements earlier. This has flowed through into a strong uplift in bond yields, which means that these assets now represent better value. In Morningstar’s view, they are now more likely to deliver you a higher level of income, and be better able to diversify your sharemarket investments, than in recent years, when interest rates were near zero. They have also added an allocation to high yield credit, which are a subset of corporate bonds. Once again, this is in response to improving yields.  

I have summarised these trades below: 
	Security 
	Security/APIR Code
	Portfolio Action 

	International Shares
	
	

	BetaShares FTSE 100 ETF
	F100-AU
	Decreased

	Morningstar International Shares Fund
	INT0017AU
	Removed

	Property & Infrastructure
	
	

	VanEck FTSE International Property (AUD Hedged) ETF
	REIT-AU
	Added

	International Bonds
	
	

	Morningstar International Bonds (AUD Hedged) Fund
	INT0082AU
	Increased

	iShares Global High Yield Bond (AUD Hedged) ETF
	IHHY-AU
	Added

	Cash
	
	

	BetaShares Australian High Interest Cash ETF
	AAA-AU
	Decreased

	Platform Cash
	CASH_AUD
	Decreased


 
Above all, Morningstar seeks to build robust portfolios that they think will be well equipped to handle a wide range of scenarios that an investor may encounter on their investment journey. With this in mind, and while the current investment environment remains uncertain, Morningstar continues to find opportunities to add attractively priced assets to your portfolio and believes that your portfolio is appropriately positioned to achieve its investment objective, over time.  

As always, please let me know if you have any questions or if I can be of any assistance.

Regards






Adviser



Defensive (15)
Dear Client,
It continues to be a challenging period for financial markets; however, I’m pleased to report that your portfolio has held up relatively well under the circumstances, boosted of late by a decent rally for many sharemarkets in October. We’ve talked a lot about rising inflation over the course of 2022 and, in particular, its impact on interest rates. These themes continue to dominate market moves and I wanted to share some info with you to show just how significant the changes in interest rates have been. You’re probably familiar with the actions of our own Reserve Bank of Australia, which recently lifted the official cash rate by 0.25%, to now be 2.85%. Well, the U.S. Federal Reserve has just delivered its fourth consecutive rate rise of 0.75% so that their cash rate is around 4% (having effectively been 0% during the pandemic). Europe and the U.K also saw their cash rate go up by 0.75% in their last meetings, with the Bank of England further warning of the increased likelihood of recession. These are truly remarkable events that have profound implications for how we value assets.
While I appreciate that talk of a recession may be unsettling, it’s worth remembering that predicting interest rate and inflation movements is a very difficult exercise (especially in the short term), let alone forecasting the timing, severity, and duration of any recession. And that’s before we consider how governments and central banks may or may not react to these changing circumstances (we just need to look at the U.K.’s disastrous mini-budget for a recent example of a major policy mistake). In this context, where it feels like there is so much going on in the world, it may be helpful to think about these events through the framework of Morningstar’s valuation driven approach. In this regard, Morningstar recognise that there is now much better value in a range of assets, and they have made the following trades on your portfolio. They have:
· Reduced your Australian sharemarket exposure by trimming Brambles and Insurance Australia and exiting Woodside. In each case, the holdings have done well over the course of 2022, especially Woodside, which is up around 80% year-to-date!

· Increased your investment in global bonds, which they have funded with some of your cash. We touched on the size and speed of interest rate movements earlier. This has flowed through into a strong uplift in bond yields, which means that these assets now represent better value. In Morningstar’s view, they are now more likely to deliver you a higher level of income, and be better able to diversify your sharemarket investments, than in recent years, when interest rates were near zero. They have also added an allocation to high yield credit, which are a subset of corporate bonds. Once again, this is in response to improving yields.  
I have summarised these trades below: 
	Security 
	Security/APIR Code
	Portfolio Action 

	Australian Shares
	
	

	Woodside Energy Group Limited
	WDS-AU
	Removed

	Brambles Limited
	BXB-AU
	Decreased

	Insurance Australia Group Limited
	IAG-AU
	Decreased

	International Bonds
	
	

	Morningstar International Bonds (AUD Hedged) Fund
	INT0082AU
	Increased

	iShares Global High Yield Bond (AUD Hedged) ETF
	IHHY-AU
	Added

	Cash
	
	

	BetaShares Australian High Interest Cash ETF
	AAA-AU
	Decreased

	Platform Cash
	CASH_AUD
	Decreased


 
Above all, Morningstar seeks to build robust portfolios that they think will be well equipped to handle a wide range of scenarios that an investor may encounter on their investment journey. With this in mind, and while the current investment environment remains uncertain, Morningstar continues to find opportunities to add attractively priced assets to your portfolio and believes that your portfolio is appropriately positioned to achieve its investment objective, over time.  

As always, please let me know if you have any questions or if I can be of any assistance.

Regards






Adviser


Diversified Income
Dear Client,
It continues to be a challenging period for financial markets; however, I’m pleased to report that your portfolio has held up relatively well under the circumstances, boosted of late by a decent rally for many sharemarkets in October. We’ve talked a lot about rising inflation over the course of 2022 and, in particular, its impact on interest rates. These themes continue to dominate market moves and I wanted to share some info with you to show just how significant the changes in interest rates have been. You’re probably familiar with the actions of our own Reserve Bank of Australia, which recently lifted the official cash rate by 0.25%, to now be 2.85%. Well, the U.S. Federal Reserve has just delivered its fourth consecutive rate rise of 0.75% so that their cash rate is around 4% (having effectively been 0% during the pandemic). Europe and the U.K also saw their cash rate go up by 0.75% in their last meetings, with the Bank of England further warning of the increased likelihood of recession. These are truly remarkable events that have profound implications for how we value assets.
While I appreciate that talk of a recession may be unsettling, it’s worth remembering that predicting interest rate and inflation movements is a very difficult exercise (especially in the short term), let alone forecasting the timing, severity, and duration of any recession. And that’s before we consider how governments and central banks may or may not react to these changing circumstances (we just need to look at the U.K.’s disastrous mini-budget for a recent example of a major policy mistake). In this context, where it feels like there is so much going on in the world, it may be helpful to think about these events through the framework of Morningstar’s valuation driven approach. In this regard, Morningstar recognise that there is now much better value in a range of assets, and they have made the following trades on your portfolio. They have:
· Added an investment in global listed property - via the VanEck FTSE International Property (Hedged) ETF. This ETF provides exposure to a diversified portfolio of companies across the commercial, office, industrial, retail and residential property sectors, globally. Most recently, this asset class has incurred substantial losses, given sharply rising interest rates, but in Morningstar’s view, now represents compelling value.

· Reduced your global sharemarket exposure, given the improving value in global listed property. Further, they have continued to take profits from your global energy investments (the energy sector is up more that 50% in 2022!), with the proceeds being primarily used to top up your Korean sharemarket investments. Korean shares have underperformed of late, in part given Korea’s proximity to China but also given its position as a key global manufacturing hub at a time of increasing economic uncertainty. At current levels, pricing in Korean shares appeals, providing an attractive opportunity to increase our investment in this market. These changes also see the level of currency hedging in the portfolio increase (i.e., your portfolio doesn’t have as much exposure to foreign currencies), with Morningstar taking advantage of the recent weakness in the Australian dollar.  

· Increased your investment in global bonds, which they have funded with some of your cash. We touched on the size and speed of interest rate movements earlier. This has flowed through into a strong uplift in bond yields, which means that these assets now represent better value. In Morningstar’s view, they are now more likely to deliver you a higher level of income, and be better able to diversify your sharemarket investments, than in recent years, when interest rates were near zero. They have also increased your allocation to high yield credit, which are a subset of corporate bonds. Once again, this is in response to improving yields.  
I have summarised these trades below: 
	Security 
	Security/APIR Code
	Portfolio Action 

	International Shares
	
	

	BetaShares Global Energy Companies (AUD Hedged) ETF
	FUEL-AU
	Removed

	Morningstar International Shares Fund
	INT0017AU
	Decreased

	Morningstar International Shares Active (AUD Hedged) ETF 
	MSTR-AU
	Increased

	iShares MSCI South Korea ETF
	IKO-AU
	Increased

	Property & Infrastructure
	
	

	VanEck FTSE International Property (AUD Hedged) ETF
	REIT-AU
	Added

	International Bonds
	
	

	Morningstar International Bonds (AUD Hedged) Fund
	INT0082AU
	Increased

	iShares Global High Yield Bond (AUD Hedged) ETF
	IHHY-AU
	Increased

	Cash
	
	

	BetaShares Australian High Interest Cash ETF
	AAA-AU
	Decreased

	Platform Cash
	CASH_AUD
	Decreased


 
Above all, Morningstar seeks to build robust portfolios that they think will be well equipped to handle a wide range of scenarios that an investor may encounter on their investment journey. With this in mind, and while the current investment environment remains uncertain, Morningstar continues to find opportunities to add attractively priced assets to your portfolio and believes that your portfolio is appropriately positioned to achieve its investment objective, over time.  

As always, please let me know if you have any questions or if I can be of any assistance.

Regards






Adviser
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