Portfolio Changes Summary
[bookmark: _Hlk107931198]Changes to the portfolio have been proposed. These changes better align the portfolio to the elevated risks in markets stemming from persistent inflation, central bank reaction to this inflation, geopolitical risks, and energy shortfalls. This environment is likely to persist in the short-medium term as inflation is targeted by central banks. A distortion of returns on a country, sector, sub-sector, and style basis is likely to persist. Research is monitoring recession risk closely as this would likely result in a more persistent market downturn, especially with elevated inflation not allowing for accommodative central bank policy.
AUSTRALIAN EQUITY CHANGES 
[bookmark: _Hlk107931349][bookmark: _Toc34924317][bookmark: _Hlk63867506]Removal of Hyperion Australian Growth Companies Fund – BNT0003AU
[bookmark: _Hlk107920486][bookmark: _Hlk107921513]The decision to remove Hyperion Australian Growth Companies Fund is centred around reducing the overall risk in the portfolio. Unlike the Hyperion Global Growth fund, the Australian fund has a smaller universe compared to the global fund, for this purpose we will be keeping Hyperion Global in International shares. The purpose of this change does not reflect any negative view on the manager, the main purpose is to reduce the overall risk in the portfolio.
Addition Fidelity Australian Equities Fund – FID0008AU
The decision to add Fidelity to the portfolio is centred around reducing the risk to the overall portfolio whilst maintaining the exposure to the growth style. Utilising this manager will lower the risk in the growth style exposure.
The Fidelity Australian Equities Fund is a long-only, active growth manager within Australian Equities that aims at targeting growth companies but has stringent measures of valuation that puts the manager in the growth-at-a-reasonable-price category (GARP). This means the manager will have overall lower risk to Hyperion.
Fidelity is one of the best resourced fund managers globally. The core investment philosophy of the Fund is centred around three principles; markets are semi-efficient, in-house research adds value, and stock selection is the best contributor to outperformance. It underperformed Hyperion in the Covid-19 market due to the dominant role high growth technology names played on the rise but has also protected capital significantly relative to Hyperion in the current market. Research is aiming to target lower volatility within the growth manager and Fidelity should achieve this.
[bookmark: _Hlk107931400]International Equity Changes  
Removal of Magellan Global Fund (Hedged) – MGE0007AH
The removal of Magellan has been due to our realignment to a core style in the portfolios. The wider industry is aware of the turbulence that has occurred within Magellan over the past year. The exit by Hamish Douglas initially created a period of monitoring by Research to assess how well the team of Chris Mackay and Nikki Thomas could cope with the changeover. While this has been mitigated, Research felt it best to reduce the growth bias in the portfolios. Whilst the performance of the fund has been lacklustre, the decision has been centred around the need for a volatility control manager during this environment like in the Australian equity sleeve. We feel that State Street along with Arrowstreet will play a better role in the portfolio when blended with Hyperion and Antipodes.
Removal UBS Emerging Markets Equity Fund – UBS8018AU 
UBS Emerging Markets Equity Fund has been removed from the portfolio due to the loss in conviction in the strategy. UBS was originally added to the portfolio due to their unique insights and on-the-ground expertise in EM, especially China. For the last 1.5-2 years China has been underperforming EM due to the increased regulatory environment. UBS did not mitigate this risk across this period. It would be expected that significant reductions to their overweight to China would take place, given the prolonged effect Chinese-centric issues had on the portfolio. This did not occur and hence conviction was lost overall.
Addition Arrowstreet Global Equity Fund (Hedged) – MAQ0079AU
The addition of Arrowstreet will reduce overall risk in international equities by removing the portfolios overweight’s to growth, while maintaining currency hedging. Arrowstreet is a quant manager that can go between growth and value styles with a focus on valuations.  By blending it with State Street, we wish to address the concentration of growth within the portfolio.
Arrowstreet Global Equity Fund is a long-only, benchmark-aware, quantitative equity strategy that invests across global markets. The Fund aims to exploit informational mispricing’s via quantitative models. These models target earnings signals and behavioural mispricing’s such as value or momentum signals. 
The role this manager will play in the model is a substitute for Magellan as a manager with the addition of State Street. Arrowstreet is not constrained by style but is simply quantitively managed to minimise excess risk whilst optimising alpha. This means it is style neutral over the long term and will not concentrate style bias within the international equity sleeve over the long term. 
Addition of State Street Global Equity Fund – SST0050AU
The addition of State Street addresses the need for a stronger volatility control manager within International Equities. 
State Street Global Equity (SSGE) Fund is an actively managed, long only, benchmark unaware global equity strategy. The Fund is utilised in the Retirement model portfolios and have been effective in managing downside risk in the current economic environment. The Fund systematically targets stock alpha, downside protection and currency management. The Fund has a high-quality repeatable investment process. The Fund has a focus on companies that have growth qualities, good valuations, sustainable cash flows and positive sentiment. This portfolio is highly systematic, and model driven and whilst it is benchmark is unaware, it only uses constituents from the benchmark in the portfolio. A maximum allocation of 1.5% per stock is used to ensure concentration risk is not present within the portfolio.
Addition GQG Partners Emerging Markets Equity Fund – A Class – ETL4207AU (or Z Class – ETL4581AU dependent on the platform)
GQG Emerging Markets Equity Fund is a fundamental long-only active strategy. The Fund has a growth-quality focus on companies whilst maintaining a portfolio of 40-80 companies. The Fund is largely unconstrained and benchmark unaware. The Fund is 75% staff owned and therefore ensures performance is aligned with staff. The management fee for the Fund is 0.96% with no performance fee which is low compared to the wider universe of funds. 
An Emerging Market (EM) manager must show the ability to navigate the heightened risks that are associated with EM. The change to GQG better aligns the portfolio with a manager that has been able to show superior ability to navigate this environment. Given that GQG has a lower fee we are better placed with this change.
Fixed Income – No changes
Property and Infrastructure – No Changes
Diversified Alternatives – No Changes
Cash – No Changes

