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2020 Financial year highlights

e The InvestSMART International Equities Portfolio rose
4.22% in FY20 (after fees).

e Estimated yield on the portfolio is currently 2.45%.

e The International Portfolio outperformed peers in FY20
by 1.83%.
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LET'S MAKE WEALTH HAPPEN 1300 880 160



About Us

InvestSMART was founded in 1999 and is a leading
Australian digital wealth advisor which has over
32,000 clients and over $1.4B in assets under advice.
InvestSMART’s goal is to provide quality advice and
low cost investment products, free from the jargon
and complexities so commonly found in the finance
industry, to help you meet your financial aspirations.

Portfolio overview

The InvestSMART International Equities Portfolio
provides Australian investors the ability to tap into
the high potential growth of global markets and aid
in portfolio diversification. The Portfolio is invested
in a blend of our 5-15 preferred Exchange traded
Funds (ETFs), where each ETF invests in a different
market sector to the others, thereby lowering
volatility, minimising overall risk, and increasing the
potential for long-term growth.

Our International Equities Portfolio is part of our
capped fee range, so you keep more of what you
earn to grow your investment faster.

Investment objective

To provide investors returns in line with the
benchmark minus our fees by investing in a blend of
our preferred Exchange Traded Funds (ETFs).

Who manages the investment?

Evan Lucas, has been investing and researching
global markets for over 10 years and is supported

by our Investment Committee, chaired by Paul
Clitheroe. After getting his Masters in Finance

from Flinders University, Evan started his career in
Amsterdam with ABN Amro before moving to the
Royal Bank of Scotland. He returned to Australia
with RBS Morgans where he developed his top down
approach, joining InvestSMART as our Chief Market
Strategist in 2018.
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Key portfolio details

INVESTMENT CATEGORY
Low-cost ETF Portfolio

BENCHMARK
MSCI World (ex-Australia) Total Return Index,
unhedged

INCEPTION DATE
24 October 2014

SUGGESTED INVESTMENT TIMEFRAME
2+ years

NUMBER OF SECURITIES
5-15

INVESTMENT FEE
$99 - $451 p.a. capped

PERFORMANCE FEE
N/A

MINIMUM INITIAL INVESTMENT
$10,000

STRUCTURE
Professionally Managed Account (PMA)
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As at 30 June 2020

Performance of $10,000 since inception
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Top 5 holdings
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InvestSMART International Equities* -1.1% 5.3% -4.9% 4.2% 6.8% 8.8% 7.3%
Average of 834 peers funds” -0.9% 5.3% -4.6% 2.4% 5.3% 8.2% 7.3%
Excess to Peers -0.2% 0.0% -0.3% 1.8% 1.5% 0.5% 0.0%
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International Equities 97.5%
Cash 2.5%
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InvestSMART
International Equities
Portfolio

2020 Financial

year udpate

Yearly performance

° The InvestSMART International Equities Portfolio
rose 4.22% in FY20 (after fees).

° No changes were made to the portfolio during the

year.
° Estimated yield on the portfolio is currently 2.45%.

° The International Portfolio outperformed peers in
FY20 by 1.83%.

Quarterly performance

° The InvestSMART International Equities Portfolio
rose slightly in the June quarter, up 5.34% (after
fees).

° No changes were made to the portfolio during the

quarter.
° Estimated yield on the portfolio is currently 2.45%.

° The International Portfolio outperformed peers by
0.03% in the quarter.

Risk reward has never been more on display than the
performance of the International Equities Portfolio

over the past 12 months. The International Portfolio
with its weighted exposure to the MSCI developed and
developing markets has withstood the past six months
incredibly well to actually finish the financial year in the
black.

There is no argument to say that the final six months of
the financial year have been momentous. Since January,
international markets have been subjected to the UK
officially enacting Brexit, China and the US ramping

up geo-political tensions to levels not seen in decades,

Hong Kong being subjected to new security laws and
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the US threatening Europe with new draconian auto
tariffs. And then, of course, there has been the biggest
global health crisis in 100 years as the coronavirus

spreads throughout the world.

The past four months have been the biggest economic
crisis since the Great Depression. Never in US history
has it seen a scenario where nearly one in every six
Americans (47.8 million) are unemployed and nearly
one in every five claiming some form of work benefit.

In Europe, Gross Domestic Product (GDP) is forecast to
fall over 12% in France, Spain and ltaly, while Germany’s
GDP is expected to collapse by 9% and the UK over
10%. Then there is Asia — China is rebounding, but at a
slower rate than it wants, and Japan is facing its worst

economic outlook since the Asian Financial Crisis.

All this caused the US to exit its longest ever bull market
of 11 years and 1 month in March, the globe experienced
its sharpest fall in equities since 2008 and in some

instances the sharpest falls since the 1987 flash crash.

The economic crisis saw the US Federal Reserve’s
balance sheet expand by the equivalent of 13% of US
GDP in the space of three months to try and cushion the
blow to the economy. To put this expansion into context,
what the Federal Reserve has done in three months

in 2020 took it three years to do during the Global

Financial Crisis.

This action, however, is probably why the US saw the
largest subsequent post-bear market rally since the

Great Depression. But it confirmed the ‘risk’ markets
saw, and so we saw, more violent intra-day and intra-

week moves in March to June than the whole of 2008.

So, volatility is up but so too is the market’s belief that
central governments and central banks will do ‘whatever
it takes’ to support their respective economies to get
through the COVID-19 crisis.

This pace of change from bull to bear to bull illustrates
just how detrimental it is to break your investment
strategy as it has caught so many out and crippled their

long-term returns.

Those that went to cash because of COVID and stayed
in cash through the pandemic are lamenting the move.
The smart money, on the other hand, either held firm
to their strategy or doubled down on the discounts in

international equities.

(Source: Bespoke)
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In the final quarter of FY20 international equities
boomed on signs a recovery is starting to take place,
leading the international portfolio to rise 5.34% in the

three months to June.

But it is more than this, the smart money also deployed
tried and tested investment strategies. We have always
been a strong advocate for strategies such as dollar-cost
averaging and asset allocation. Both have been almost
textbook truths since COVID hit.

If we look at the performance of the portfolio
throughout this past period, its exposure to all parts of
the world means the portfolio’s global allocation has
clearly buffered it from the really big hits seen in the
European exposures while also capturing recoveries in
the US and Asian markets. If we then throw in dollar-
cost averaging, the outperformance has been amplified
further through lower prices and large parcels resulting
from COVID.

FY20 may have been a year like no other but it continues

to prove the ‘rules’ true.
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These being:

Your time horizon is key, and you should always
be thinking in a 7+ year timeframe for the
International Portfolio setup as event risks like
COVID or the GFC are, unfortunately, part of the

investment cycle.

Dollar-cost averaging gives you the ability to
average down your cost base and the ability to
look through the intra-day, week, month and even
yearly fluctuations with a resolve that will minimise

making an investment mistake.

Asset-allocation helps smooths out volatility, gives
you exposure to growth while also providing a

buffer by not having all ¢
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Important information

This document has been prepared by InvestSMART Funds Management Limited (ABN 62 067 751759, AFSL
246441) (InvestSMART), the responsible entity of the [InvestSMART International Equities Portfolio] (Fund) and
issuer of units in the Fund.

While every care has been taken in the preparation of this document, InvestSMART makes no representations
or warranties as to the accuracy or completeness of any statement in it. To the maximum extent permitted by
law, neither InvestSMART, its directors, employees or agents accept any liability for any loss arising in relation
to this document.

This document is not an endorsement that this portfolio is appropriate for you and should not be relied upon
in making a decision to invest in this product. You should always consider the relevant disclosure document
(including Product Disclosure Statement, Investment Menu, and Financial Services Guide along with any
accompanying materials) and/or seek professional advice before making any investment decision. Disclosure
documents for financial products offered by InvestSMART can be downloaded from the InvestSMART website
or obtained by contacting

1300 880 160.

The document provides general financial information only. InvestSMART has NOT considered your personal
objectives, financial situation and needs when preparing this document. You should consider your individual
objectives, financial situation and needs and seek professional advice where necessary before making any

investment decision.

Past performance is not a reliable indicator of future performance. InvestSMART does not assure nor

guarantee the performance of any financial products offered.

InvestSMART, its associates and their respective directors and other staff each declare that they may, from

time to time, hold interests in securities that are contained in this investment product.
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