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Portfolio overview 

High Growth Managed Portfolio 

Investment objective To provide a return (before fees and expenses) that exceeds the portfolio's 
benchmark over the medium to long term. 

Suggested minimum 
investment timeframe 5+ years 

Description The Pendal Sustainable High Growth Model Portfolio is a managed diversified 
portfolio that actively invests considering a range of sustainable, ethical and 
financial criteria. Investments are diversified across Australian and international 
shares, Australian and international property securities, Australian and 
international fixed interest, cash and alternative investments. We actively seek 
exposure to securities and industries that demonstrate leading environmental, 
social and corporate governance (ESG) and ethical practices while avoiding 
exposure to companies with activities or behaviour we consider to negatively 
impact the environment or society. ESG considerations are also taken into 
account at the asset allocation level. 

Benchmark Composite Benchmark 

Asset allocation 
ranges 

Australian Equities  21 - 51% 
Australian Property 0 – 11% 
Australian Fixed Income  0 – 15% 
International Equities 36 – 66% 
International Fixed Interest 0 – 15% 
Alternative Assets 0 – 21% 
International Property 0 – 12% 
Cash 1 - 15% 
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Performance 

 3 month 6 month 1 year  Since inception 
(p.a.)* 

Pendal Macquarie Sustainable 
High Growth Managed Portfolio 5.01% 9.84% -3.06% -3.26% 

Benchmark 5.31% 11.50% 1.81% 2.40% 

Active return -0.30% -1.65% -4.87% -5.65% 

Source: Pendal as at 31 March 2023 

*Since Inception – 7 October 2021 

Performance returns are pre-fee. Investors should contact their platform provider for applicable fee rates. 

Past performance is not a reliable indicator of future performance. 

 

 
Sector returns - 3 month 

Asset class Portfolio 
Weight 

Sector Returns 

Portfolio Index Active 

Alternatives 17.62% 0.05% 0.79% -0.74% 

Australian Equities 33.48% 3.51% 3.46% 0.05% 

Australian Property 1.62% 0.43% 0.32% 0.10% 

Global Property 0.67% 0.92% 0.18% 0.74% 

International Equities 35.42% 8.56% 9.20% -0.64% 

International Equities Hedged 8.97% 8.59% 7.14% 1.45% 

Cash 2.21% 0.00% 0.79% -0.79% 
Source: Pendal as at 31 March 2023 

 

 

 

 

Market review 
Equities and bonds rode a roller-coaster over the first quarter of 2023. January was strong, with markets bullish on 
indications that US inflation was slowing faster than expected, providing scope for an end to the hiking cycle. This 
optimism faded in February as further evidence of ongoing strength in the US economy and tight labour markets saw 
hopes of a dovish tilt from central banks recede. March saw stress in the US and European banking systems and 
concerns over financial stability driving markets lower, before policy makers stepped in to shore up the system and 
restore confidence. 

Despite this quarter’s volatility, the MSCI World Developed Market Index rose 7.6% (in local currency terms). Emerging 
markets underperformed, rising 3.8%, boosted by performance in Asia. In developed markets, Europe was the top 
performer as the Euro Stoxx (13.7%), French CAC 40 (13.1%) & German DAX (12.2%) all made strong gains. US equity 
markets also had a strong quarter with the S&P500 marching forward 7.5%, whilst the growth stock biased NASDAQ 
(20.8%) entered a bull market. In regard to size biases, large cap outperformed small cap. 

The S&P/ASX 300 gained 3.3% this quarter. Consumer Discretionary (+10.8%) did best, helped by the consumer 
holding up better than expectations. Financials (-2.6%) was the bottom performing sector, dragged down by concerns 
over financial stability in Europe and the US. 

Following a difficult calendar year in 2022 for bonds, most global yields fell in the March quarter, albeit experiencing a 
spike in February owing to better-than-expected economic data. The Bloomberg Global Aggregate Index (AUD Hedged) 
returned 2.4%. 

Commodities had a more challenged start to the year when compared to equities and bonds. Unable to post a gain, the 
Bloomberg Commodity Index (-5.4%) retreated backward. Natural gas, thermal coal and nickel were a few of the bottom 
performing commodities. The VIX spiked briefly above 30 mid-March, before ending the quarter lower than it started. 
The US Dollar Index fell further, down -1.5% as downward momentum builds. 
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Portfolio update 
The Macquarie Sustainable High Growth Portfolio returned 5% over the quarter, reflecting a bounce in market returns 
after a weak calendar year 2022, whilst the active return was slightly negative. International & Australian equities rallied 
over January, giving some gains back in Feb and the start of March, before rallying into the end of the quarter. The 
slightly negative active return reflected mainly security selection within the International Equities asset class.  

In regard to security selection, underperformance by the international equity strategies was led by the Global Select 
strategy. Whilst owning none of the Western banks some of its smaller and more economically sensitive stocks were 
detrimentally affected, such as United Rentals, Tenaris and TGP where each fell by more than 10% in March. A key 
detractor from the Macquarie portfolio in CY22 was the ethical screening of fossil fuel exposed companies, at a time 
where the war in Ukraine and consequent energy crisis in Europe pushed up energy prices. With some abatement in 
energy prices this quarter, the Vanguard Ethically Conscious International Shares (both hedged & unhedged) drove 
pleasing returns ahead of the benchmark. For alternatives, the multi-asset target return fund underperformed traditional 
equity and bond asset classes which rallied strongly over the quarter. 

Returns from active asset allocation were broadly flat this quarter with modest positioning across the portfolio. The 
underweight to Global Listed Property (GREITs) and Australian Listed Property (AREITs) was initially put on last year as 
we viewed listed property to be materially expensive in a rising rate environment, not just from a valuation point of view 
but also from a cash flow perspective. We still believe the cumulative effects of global interest rate hikes, coupled with 
recent concerns over credit & lending in the US give reason to maintain a small underweight. Australian & Global Listed 
Property were both mostly flat over the quarter and hence returns from active asset allocation were mostly flat. 

The portfolio finished the quarter with an overweight Alternatives position and underweight AREITS & GREITS positions. 
Overall, our positioning is as light as it has been for quite some time, with mild signal strength and what appears to be a 
potential turning point in the economic and market environment. As such we remain cautiously set for now.       

Market outlook 
We are now seeing the financial system stress that often accompanies periods of financial tightening with bank runs and 
bailouts in the US and Europe and record declines in short end yields. Given policy makers seem to have successfully 
underpinned confidence in the financial system in response to this, the key issue is the transmission mechanism to the 
broader economy as smaller banks are major providers of credit.  

The question becomes the extent to which any caution in the banking sector has a further slowing effect on US GDP 
(and globally) or starts to weigh on corporate earnings. 

The most recent US payroll data and Household Surveys continue to paint a picture of an economy which is resilient, but 
there is increasing evidence of a softening trend. It remains to be seen whether this morphs into a recession later in the 
year.  

Whilst we still view equities are generally close to fair value, our concerns around the lagging effects of substantial 
cumulative global interest rate hikes, which could induce a recession, leads us to view that corporate earnings and thus 
equities have more downside risk than upside risk.  The upside remains capped by global central banks’ actions to 
contain inflation. For bonds, we also view them as close to fair value, after such significant falls in bond prices last year 
whilst medium- to long-term inflation expectations remain reasonably pinned supporting real yields. Should the global 
economy incur a recession, we expect bonds to provide defensiveness to the portfolio.  

Overall, we remain cautious on the near-term outlook as we face a potential turning point in the economic and market 
environment. As such our positioning across the funds is modest as we prefer at this point in time to be patient and wait 
for more attractive opportunities. 
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This quarterly commentary has been prepared by Pendal Institutional Limited ABN 17 126 390 627, AFSL 316455 (Pendal) and the information 
contained within is current as at the date of this quarterly commentary. It is not to be published, or otherwise made available to any person other 
than the party to whom it is provided.  

This quarterly commentary relates to the Pendal Macquarie Sustainable High Growth Managed Portfolio, a portfolio developed by Pendal.  The 
portfolio composition for any individual investor may vary and the performance information shown may differ from the performance of an investor 
portfolio due to differences in portfolio construction or fees. 

Performance figures are shown gross of fees and are calculated by tracking the value of a notional portfolio. Past performance is not a reliable 
indicator of future performance. 

This quarterly commentary is for general information purposes only, should not be considered as a comprehensive statement on any matter and 
should not be relied upon as such. It has been prepared without taking into account any recipient’s personal objectives, financial situation or 
needs. Because of this, recipients should, before acting on this information, consider its appropriateness having regard to their or their clients’ 
individual objectives, financial situation and needs. This information is not to be regarded as a securities recommendation.  

The information in this commentary may contain material provided by third parties, is given in good faith and has been derived from sources 
believed to be accurate as at its issue date. While such material is published with necessary permission, and while all reasonable care has been 
taken to ensure that the information in this commentary is complete and correct, to the maximum extent permitted by law neither Pendal nor any 
company in the Pendal group accepts any responsibility or liability for the accuracy or completeness of this information. 

For more information contact your  
key account manager or visit pendalgroup.com 
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