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MLC Wholesale Australian Share Growth Style Fund 

Fund Overview

Key Information


APIR Code  MLC0623AU 

Status  Onsale 

Product Size as at 31 Jan 2012 
$5.19M 

Commencement Date
8 Oct 2004 

About the Fund

The Fund is designed to deliver growth by using investment managers who invest and diversify across many companies listed on the Australian Securities Exchange. The investment managers focus on investing in companies that are expected to have strong earnings growth.

You can assess the performance of the Fund against the S&P/ASX 300 Accumulation Index over rolling 5 year periods.

Important Announcements

31 Jan 2012
Indicative Investment Fee 

The Indicative Investment Fee shown in the Fund Overview is at a point in time and represents an annualised fee.  Consequently, the recent changes made to the Investment Fees will not be fully reflected in the Fund Profile Tool until 

a) the data is refreshed in March 2012 and then 

b) subsequent monthly recalculations occur (for the next 12 months).

Fund Breakdown

By Asset Class as at 31 Jan 2012

The information displayed reflects the actual asset allocation based on the holdings within the fund at the effective date. 
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	Asset Class
	Percentage
	Investment Amount

	Australian Shares
	98.9%
	$9,894

	Cash
	1.0%
	$104

	Other
	0.0%
	$2

	Total
	100.0%
	$10,000


By Manager as at 31 Jan 2012

	Asset Class
	Manager
	Percentage
	Investment Amount

	Australian Shares
	JCP
	49.8%
	$4,981

	
	Wallara
	49.1%
	$4,913

	Cash
	Cash
	1.0%
	$104

	Other
	Other
	0.0%
	$2

	Total
	100.0%
	$10,000


By Industry as at 31 Jan 2012

[image: image2]
 

	Industry
	Percentage
	Investment Amount

	Materials
	35.6%
	$3,564

	Financials
	24.4%
	$2,437

	Energy
	9.0%
	$899

	Health Care
	8.4%
	$836

	Industrials
	7.6%
	$755

	Consumer Staples
	4.8%
	$482

	Telecommunication Services
	3.9%
	$387

	Consumer Discretionary
	3.5%
	$350

	Other
	1.4%
	$143

	Utilities
	1.3%
	$127

	Information Technology
	0.2%
	$19

	Total
	100.0%
	$10,000


By Country as at 31 Jan 2012
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	Country
	Percentage
	Investment Amount

	Australasia
	95.2%
	$9,516

	North America
	4.2%
	$424

	United Kingdom
	0.6%
	$61

	Total
	100.0%
	$10,000


Stock Holdings

Top Stocks for Fund as at 31 Jan 2012

The Top Stocks for Fund have a one month reporting delay.

	Stock Description
	Industry
	Country
	Percentage
	Investment Amount

	BHP BILLITON
	Materials
	Australia
	11.0%
	$1,104

	NEWCREST MINING
	Materials
	Australia
	9.1%
	$913

	RIO TINTO 
	Materials
	Australia
	6.7%
	$667

	SUNCORP-METWAY
	Financials
	Australia
	4.5%
	$448

	COMMONWEALTH BANK OF AUSTRALIA
	Financials
	Australia
	4.3%
	$433

	TELSTRA CORP
	Telecommunication Services
	Australia
	3.8%
	$383

	CSL
	Health Care
	Australia
	3.8%
	$381

	NATIONAL AUSTRALIA BANK
	Financials
	Australia
	3.2%
	$319

	BRAMBLES LIMITED
	Industrials
	Australia
	3.2%
	$316

	QBE INSURANCE GROUP
	Financials
	Australia
	3.0%
	$304

	RESMED INC
	Health Care
	USA
	2.8%
	$280

	WESTPAC BANKING CORP
	Financials
	Australia
	2.7%
	$274

	OIL SEARCH 
	Energy
	Papua New Guinea
	2.6%
	$261

	WESFARMERS
	Consumer Staples
	Australia
	2.6%
	$260

	ANZ BANKING GROUP
	Financials
	Australia
	2.5%
	$252

	WOODSIDE PETROLEUM
	Energy
	Australia
	2.0%
	$201

	QR NATIONAL LTD
	Industrials
	Australia
	1.8%
	$177

	SANTOS
	Energy
	Australia
	1.5%
	$153

	ILUKA RESOURCES 
	Materials
	Australia
	1.5%
	$146

	NEWS CORP
	Consumer Discretionary
	USA
	1.4%
	$139


Performance

Historical Performance

Absolute Fund Returns as at 31 Jan 2012

Absolute return is the total or actual return over a certain period of time. Returns for periods greater than a year are annualised per annum (p.a.) returns.

	 
	3 month
	6 month
	1 Year
	3 Years
	5 Years
	10 Years
	Since Inception
8 Oct 2004

	Fund Performance
	-1.6%
	-2.8%
	-7.3%
	12.0%
	-0.6%
	N/A
	7.0%

	Growth
	-2.8%
	-4.3%
	-11.1%
	8.5%
	-6.5%
	N/A
	-0.8%

	Distribution
	1.2%
	1.5%
	3.8%
	3.5%
	5.8%
	N/A
	7.8%
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Annual Distributions

	Period
	CPU
	Franking Level
	Assessable Income
	Non-Assessable Income

	2010/2011
	3.96
	87.2%
	100.0
	0.0

	2009/2010
	2.62
	97.7%
	98.2
	1.8

	2008/2009
	2.14
	142.0%
	99.5
	0.5

	2007/2008
	7.60
	35.0%
	35.4
	64.6

	2006/2007
	19.22
	14.7%
	54.9
	45.1

	2005/2006
	16.77
	16.6%
	64.7
	35.3

	2004/2005
	11.79
	19.4%
	77.8
	22.2


Commentaries

Fund Commentary

As at 31 January 2012

The Fund returned -1.4% (before taking into account fees and tax) in the quarter to 31 January. This return was -1.4% under the markets +0.1% return.

The markets barely positive return in the quarter reflects falls in November (-3.4%) and December (-1.4%) and an offsetting strong return in January (+5.1%). Most market sectors lost ground, with consumer oriented sectors such as Consumer Staples (-2.5%) and Consumer Discretionary (-3.3%) some of the weakest performers as a result of profit warnings by companies such as JB Hi-Fi and Billabong International. Financials (ex LPTS) also fell -1.5% with the impact of bank stock weakness (except Commonwealth Bank) exacerbated by QBE Insurances -22.3% fall in response to the release of a negative profit guidance late in the quarter. The performance differential between the All Resources (-1.0% and All Industrials (+0.5%) Accumulation Indices was marginal following a strong January performance by the All Resources Index. 

In contrast, some of the best performing sectors continue to be Utilities (+7.7%), Telecommunications (+7.4%) and Listed Property Trusts (+5.4%) who are considered to have defensive earnings characteristics or are paying attractive and sustainable dividends.  

Both Wallara and JCP Investment Partners underperformed the market benchmark return. Despite a number of stock overweighting holdings (Newcrest Mining, CSL, Brambles, QR National) which contributed positively to return, the Funds overweighting of QBE Insurance was a significant performance detractor.    

Past performance is not a reliable indicator of future performance.

Market Commentary

Market Comment January 2012

January provided an encouraging start to the new calendar year with most of the major equity markets recording positive returns. Hopes that an appropriate response to Europes debt crisis was nearer and further evidence of improving economic conditions in the US helped underpin the recovery of markets across the globe. Growing comfort that the Chinese authorities are on-track to successfully engineer a modest economic slowdown led to substantial increases in commodity prices, which in turn helped the Australian dollar strengthen against the major global currencies.

Some of the best performing share markets were Germany, where the DAX Index increased +9.5% (in local currency terms) and the US where both the S&P500 and NASDAQ indices were up by 4.4% and 8% respectively. Elsewhere in Europe, the UKs FTSE 100 Index increased by +2% while Frances CAC Index was up by +4.4%. In Asia, Japans Nikkei index and Hong Kongs Hang Seng index increased by 4.1% and 10.6% respectively.

The +5.1% increase by Australias S&P/ASX300 Accumulation Index was broadly based with most industry sectors achieving higher ground though resources related sectors tended to be the best performers. The resources laden Materials Index was by far the strongest performer, rising by +10.3% in response to the recovery in minerals commodities such as copper (+12.3%), nickel (+15.7%) and gold (+11.2%). The Energy index increased by +8.4% despite there being little change over the month in the price of oil.

On the Australian bond market, yields were little changed.  

 

MLC Investment Process

MLC Investment Philosophy

At MLC, we design solutions based on the fundamental need of our investors; to grow and protect wealth for the long term. To do this we apply our five principles of investing, in our multi-manager portfolios:

· The best way to grow wealth is to use excellent investment managers to find the best investments

· Extensive research is the only reliable way to identify excellent investment managers and build robust strategies

· A long-term approach should be used to achieve long-term financial goals

· Sensible diversification reduces risk

· Efficient implementation reduces costs and taxes

Portfolio Design

At MLC we put you at the centre of our thinking and focus on what really makes an impact on investor outcomes: asset allocation. With this in mind, we concentrate on finding the right allocations between asset classes and sub-asset classes and design portfolios which help investors achieve their financial goals.

Formulating the portfolio
Firstly we consider the objectives of the portfolio and the level of volatility expected. We then look at the different classes of assets and calculate how we expect them to perform over long periods of time. This helps us to formulate the asset allocation for the portfolio because longer-term data is far more reliable for predicting the outcomes of asset classes.

To reduce risk we invest in many asset classes because they each perform differently in different circumstances. This diversification also reduces volatility and leads to smoother returns for the overall portfolio.

Fine tuning the portfolio
We confirm the robustness of the portfolios asset allocation by stress-testing it in around 40 potential economic and investment environments and against historical market performance data from the last 100 years. This allows us to develop a clearer picture of how the portfolio will perform in different market conditions and provide investors with portfolios which have already experienced a range of future outcomes. The process helps us with any fine tuning of the portfolio to improve the outcome for clients.

Strategic overlay
Our Strategic Overlay process is used to make changes to the portfolio depending on our medium-term view (3-7 years) of the market environment. Well make these adjustments to the portfolio if we believe we can reduce risk or enhance returns for clients.

Managing the Managers - Manager Selection

Finding the best businesses to invest in around the world is a specialist skill. We look for investment managers who can demonstrate a sustainable competitive edge. We also ask our managers to build portfolios that reflect their best ideas.

Our approach to identifying exceptional investment managers involves:

· maintaining a clear-cut view on what constitutes an exceptional investment manager e.g. a logical and robust investment process applied through different market environments; the right people and experience to apply their process.

· meeting regularly with investment managers and individuals in the firm to get a better understanding of how the investment manager operates, and 

· analysing the investment managers' portfolios to ensure they are investing the way they say they are.

Specialist managers
Our process typically results in the appointment of managers that specialise in a particular investment style or asset class, rather than managers who favour an overall approach. The theory behind this is that it's easier to be good at one discipline than a number of them.

Manager access
Through MLC, our investors can access investment managers who typically only deal with institutional investors. This gives more access to a wider selection of the best managers in the world, not just those in Australia.

We look at past performance, we dont rely on it
When selecting managers, we look beyond brand and past performance. As markets move in cycles, certain market conditions will suit different types of managers at different times. This means even the best managers will experience low performance if market conditions dont suit their approach, and isn't a reason to terminate a manager.

Managing the Managers - Customised Mandates

We typically appoint investment managers who specialise in particular asset classes and investment styles, and assign each one of them a specific mandate. This approach encourages them to focus on their areas of expertise and build a portfolio of only their best or highest conviction ideas - companies the managers believe will provide better returns than other companies and the market overall.

The benefits include:

· Higher expected long-term after-tax returns from tailored high conviction portfolios

· Insulation from transactions initiated by other investors within a larger investment pool, and

· Transaction costs and capital gains tax are reduced both day-to-day and when manager changes occur.

Tax aware investing
Australia has different tax laws to the rest of the world. We select and assign mandates to investment managers we believe can generate strong-after tax returns over the long term.

Unconstrained approach
We give our global managers the freedom to find the best investments anywhere in the world. This truly global perspective ensures we make the most of our managers expertise for our investors.

Managing the Managers - Manager Blending

Why blend managers?
We blend managers with different, but complementary, insights into investment markets. This diversification gives managers the freedom to run with their convictions without having much impact on the overall risk of the portfolio.

And, by selecting only the best managers, who will each peak at different times, long-term returns shouldnt be diluted by combining several different managers.

Determining each managers allocation
Each asset class strategy we design has a desired risk and return profile. This is used as the basis for determining the appropriate combination of managers to achieve that profile.

Determining the allocation to each manager starts with our judgement based on intimate knowledge of each managers investment approach. Data analysis is then used to test the proposed combinations.

Analysing manager portfolios
We use an analytical tool which contains details of every security in each managers portfolio and their characteristics. This helps us to monitor the managers style and ensures theyre consistent with the strategys objective. We use this information to confirm the combination of managers who best meet the objectives of the portfolios.

Portfolio Implementation

We have a team of investment professionals dedicated to portfolio implementation. Their key jobs include:

· managing daily cash flows to ensure asset allocations and manager weights are kept in balance

· managing transitions that result from strategy changes

· structuring investment vehicles to facilitate efficient outcomes, and

· ensuring the portfolio is implemented in a tax-efficient manner.

Rebalancing and managing cash flows
We apply a disciplined rebalancing approach to keep each portfolio within 2% of its target asset allocation. This means investors can be confident the original characteristics of the portfolio are retained.

Reducing costs
Implementing changes within the portfolios will result in associated costs. However, our experience in transition management helps us to keep these costs down so our investors returns are higher.

Ongoing Review

Ongoing research
We actively research asset classes and seek new opportunities to increase returns and reduce risk in our investments.

Manager review activities
We continuously review current and potential managers to ensure we have the best combination to manage our portfolios.

Manager changes
Just as a sustainable competitive edge is what attracts us to a certain manager, the loss of this edge can lead to a managers removal. Structural changes to our investment strategy may also lead to changes to the manager line-up.

MLC's Multi-Manager Credentials

A market leader
Weve been providing multi-manager investment portfolios for more than 25 years. Rather than just delivering good returns over a single period or timeframe, our strategies have consistently delivered strong peer-relative returns on an after-tax and after-fees basis.

A history of innovation
We continually review and refine our investment solutions. This culture of innovation is driven by our determination to design investment portfolios which help our investors achieve their financial goals.

Scale
Diversifying across a wide range of some of the worlds best investment managers and implementing the strategy efficiently takes significant scale and resources. As at 31 March 2010 we had approximately A$50 billion funds under management making us the largest multi-manager in Australia.

Who uses MLC?
Our investment process is used by some of Australias largest companies and by over one million Australians.

Manager Profiles
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	· Manages Australian shares for MLC, since 2001

· Manages $2 billion, across the company, as at 31 March 2009

· Origins dating back to 1998

· 50% owned by employees of the firm
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	· Manages Australian shares for MLC, since 2004.

· Manages $2 billion, across the company, as at 31 December 2009.

· Origins dating back to 1995.

· Based in Melbourne, Australia.

· Entirely owned by investment team


Information in this report does not take into account your objectives, financial situation or needs. Before acting on the information you should consider whether it is appropriate to your situation. You should consider the relevant Product Disclosure Statement before making a decision about the product. Past performance is not a reliable indicator of future performance. Please also see Advice Warning & Disclaimer and Important Information.

MLC Limited (ABN 90 000 000 402 AFSL 230694) is the issuer of:
MLC MasterKey Investment Bond

MLC Nominees Pty Ltd (ABN 93 002 814 959 AFSL 230702 Trustee of The Universal Super Scheme ABN 44 928 361 101) is the issuer of:
MLC MasterKey Business Super (including MLC MasterKey Personal Super), MLC MasterKey Superannuation, MLC MasterKey Super, MLC MasterKey Super Fundamentals, MLC MasterKey Allocated Pension, MLC MasterKey Pension, MLC MasterKey Pension Fundamentals, MLC MasterKey Term Allocated Pension, HML Superannuation Fund, MasterKey Custom Superannuation

MLC Investments Limited (ABN 30 002 641 661, AFSL number 230705) is the issuer or operator of:
MLC Investment Trust, MLC MasterKey Investment Service, MLC MasterKey Investment Service Fundamentals, MLC MasterKey Unit Trust, MasterKey Custom Self Manager Super, MasterKey Custom Investment Service. MLC Investments Limited also trades as MLC Private Investment Consulting.

You are only authorised to use the data and content for the purpose of research, validation and monitoring of your personal investments. You may not redistribute the data and content to any other person under any circumstances.

2012 Morningstar, Inc. All rights reserved. The data and content contained herein are not guaranteed to be accurate, complete or timely. Neither Morningstar, nor its affiliates nor their content providers will have any liability for use or distribution of any of this information. To the extent that any of the content above constitutes advice, it is general advice that has been prepared by Morningstar Australasia Pty Ltd ABN: 95 090 665 544, AFSL: 240892 (a subsidiary of Morningstar, Inc.), without reference to your objectives, financial situation or needs. Before acting on any advice, you should consider the appropriateness of the advice and we recommend you obtain financial, legal and taxation advice before making any financial investment decision. If applicable investors should obtain the relevant product disclosure statement and consider it before making any decision to invest. Some material is copyright and published under licence from ASX Operations Pty Limited ACN 004 523 782 ("ASXO"). DISCLOSURE: Employees may have an interest in the securities discussed in this report. Please refer to our Financial Services Guide (FSG) for more information at http://www.morningstar.com.au/fsg.asp
