
Product Review
iShares Enhanced Strategic Moderate

P 
1-

8
AN

AL
YS

T:
 D

AR
RE

LL
 C

LA
RK

 |
 A

PP
RO

VE
D
 B

Y:
 D

EA
N
N
E 

BA
KE

R
IS

SU
E 

D
AT

E 
16

-0
4-

20
19

We strongly recommend that potential investors read the product disclosure statement or investment statement. Lonsec
Research Pty Ltd ABN 11 151 658 561 AFSL. No. 421445. This information must be read in conjunction with the warning, disclaimer
and disclosure at the end of this document. This report supersedes all prior reports.

About this Review
ASSET CLASS REVIEWED MULTI-ASSET

SECTOR REVIEWED 21-40% GROWTH ASSETS

SUB SECTOR REVIEWED SMA

TOTAL MODELS RATED 4

About this Product
ASIC RG240 CLASSIFIED NO

PRODUCT NAME ISHARES ENHANCED STRATEGIC MODERATE

OBJECTIVE TO MATCH OR OUTPERFORM A COMPOSITE, MULTI-ASSET
CLASS MODERATE BENCHMARK, OVER A ROLLING 5-YEAR

PERIOD

INTERNAL
OBJECTIVE

ABSOLUTE RETURN OF 3 – 5% P.A. (AFTER FEES)
OVER A ROLLING 5-YEAR PERIOD

STATED RISK
OBJECTIVE

VOLATILITY (STANDARD DEVIATION) OF 2 – 5%
P.A. OVER A ROLLING 5-YEAR PERIOD

PRODUCT SIZE (AT 31-12-2018) $62.5M

PRODUCT INCEPTION 30-01-2015

MANAGEMENT COSTS (PLATFORM SPECIFIC)

STRUCTURE AVAILABILITY (PLATFORM SPECIFIC)

LIQUIDITY DAILY

RESPONSIBLE
ENTITY

BLACKROCK INVESTMENT MANAGEMENT
(AUSTRALIA) LIMITED

About the Fund Manager
FUND
MANAGER

BLACKROCK INVESTMENT MANAGEMENT (AUSTRALIA)
LIMITED

OWNERSHIP 100% OWNED BY BLACKROCK INC, AN NYSE LISTED
COMPANY

ASSETS MANAGED IN THIS SECTOR US$29BN (31-12-2018)

YEARS MANAGING THIS ASSET CLASS 6

Investment Team
PORTFOLIO MANAGER CHRIS DOWNING

INVESTMENT TEAM SIZE 5

INVESTMENT TEAM TURNOVER MOD

STRUCTURE /
LOCATION

MODEL MANAGER & INVESTMENT COMMITTEE /
GLOBAL

Investment process
ASSET ALLOCATION SAA & TAA

SECTOR EXPOSURES PASSIVE & ACTIVE

GROWTH / DEFENSIVE SPLIT 30/70

USE OF ALTERNATIVES NO

Product rating history
APRIL 2019 RECOMMENDED SMA

FEBRUARY 2018 RECOMMENDED SMA

FEBRUARY 2017 RECOMMENDED SMA

What this Rating means
The ‘Recommended SMA’ rating indicates that Lonsec
has strong conviction the financial product can generate
risk adjusted returns in line with relevant objectives.
The financial product is considered an appropriate entry
point to this asset class or strategy.

Strengths
• The Portfolio is supported by the highly experienced

Australian based, Multi-Asset Strategies team led by
Michael McCorry.

• Experience of Head of Model Portfolio Solutions
(Asia Pacific), Chris Downing.

• Highly regarded underlying ETF strategies.
• Well-regarded risk management teams and

proprietary risk systems.

Weaknesses
• Since inception, the TAA process has yet to add

material value.
• Investable universe is restricted to a subset of iShares

ETFs listed on the ASX.
• Model Portfolio Manager, Victoria Quach, has yet to

be replaced.

Product Risk Characteristics
LOW MODERATE HIGH

BUSINESS SUSTAINABILITY RISK

CAPITAL VOLATILITY

FOREIGN CURRENCY EXPOSURE

LEVERAGE RISK

SECURITY LIQUIDITY RISK

SECURITY CONCENTRATION RISK

REDEMPTION RISK

Risk categories are based on Lonsec’s qualitative opinion of the risks
inherent in the financial product’s asset class and the risks relative to
other financial products in the relevant Lonsec sector universe.

BIOmetrics
Aggregated risks

1 2 3 4 5 6 7

STD RISK MEASURE

A Standard Risk Measure score of 3 equates to a Risk Label of ‘Low to
Medium’ and an estimated number of negative annual returns over
any 20 year period of 1 to less than 2. This is a measure of expected
frequency (not magnitude) of capital losses, calculated in accordance
with ASFA/FSC guidelines.

Features and benefits
LOW MODERATE HIGH

COMPLEXITY
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Fee profile
LOW MODERATE HIGH

FEES VS. UNIVERSE

FEES VS. ASSET CLASS

Fee BIOmetrics are a function of expected total fee as a percentage of
expected total return.

What is this Product?
• The iShares Enhanced Strategic Moderate Model

Portfolio (’Portfolio’) offers a diversified and low
cost exposure to Australian equities, international
equities, Australian fixed income, international
fixed income and cash. The Portfolio is managed
by BlackRock (’Manager’), specifically the Model
Portfolio & Solutions team, in consultation with the
Investment Committee which also comprises local
BlackRock Multi-Asset Strategies individuals.

• The Portfolio obtains the majority of its asset class
exposures via iShares ETFs available on the ASX.
These iShares ETFs are largely passively managed
and designed to mimic the performance of the
underlying indices (e.g. S&P/ASX200, Bloomberg
AusBond Composite Bond 0+ Yr Index). The
Portfolio’s asset allocation is rebalanced to the target
weight quarterly.

• The Manager uses a mean-variance optimisation
approach in its asset allocation framework, and
expects to capture short to medium term market mis-
pricings via quarterly tactical asset allocation tilts.

• The Portfolio’s management fee (which may include
a Responsible Entity fee levied by the platform
provider) is dependent on the platform, ranging from
0.10% p.a. to 0.20% p.a., in addition to management
fees paid to the underlying iShares ETFs, as well as
administration fees paid to the platform providers.
The Portfolio also incurs indirect costs, as well
as transactional and operational costs which are
platform-specific – these costs are borne by investors
indirectly but not paid to the Responsible Entity or
the Manager. Please refer to the respective platform’s
PDS for further details.

Using this Product
This is General Advice only and should be read in
conjunction with the Disclaimer, Disclosure and
Warning on the final page. Lonsec recommends
all potential investors consult the SMA platform
provider’s PDS for further details on the nature of the
risks associated with the Model Portfolio.

• This Portfolio is well suited to investors seeking
a broad and low cost exposure to a range of asset
classes via a single investment option. The low-
cost nature of the Portfolio is achieved by utilising
predominantly passively-managed ETFs at the
underlying asset class level.

• With a higher allocation towards defensive assets,
this Portfolio is expected to have lower short-term
fluctuations in value than higher growth-based
investment portfolios. Its aim is to generate income,
with some capital risk in order to achieve overall
portfolio growth in a short- and medium-term time
frame.

Suggested Lonsec risk profile suitability
SECURE DEFENSIVE CONSERVATIVE BALANCED GROWTH HIGH GROWTH

For guidance on appropriate asset allocations and risk profiles, refer
to the latest Lonsec Strategic Asset Allocation Review and Risk Profile
Definitions on our website.

Changes Since Previous Lonsec Review
• The Portfolio continues to gain broader distribution

having recently been added to the Netwealth
platform. This takes the number of SMA platforms it
is available on to five.

• Head of Model Portfolio Solutions (Asia Pacific),
Chris Downing, has been promoted to Managing
Director.

• Model Portfolio Manager, Victoria Quach, departed
BlackRock in April 2018 and returned to the US.

• A full SAA review is currently underway in line with
BlackRock’s standard annual review process.

Lonsec Opinion of this Product
People and resources
• BlackRock’s Model Portfolio & Solutions (’MPS’) team

is responsible for the management of this Portfolio.
As at December 2018, the MPS team managed
over US$29bn globally, mainly specialising in ETF
portfolios. The broader MPS team is headquartered
in San Francisco, although the team responsible for
the Portfolio is based in Hong Kong. The MPS team
presently consists of 27 members globally across
portfolio management, investment research and
investment strategy.

• Downing joined the MPS team in 2013 and became
Head of MPS (Asia Pacific) in 2016. Downing joined
BlackRock’s predecessor firm, BGI, in February 2007
and has since accumulated a diverse set of experience
through various rotations within the firm prior to
being appointed to his current role. Downing was
promoted to Managing Director in December 2018,
however his roles and responsibilities have not
changed and he retains ownership and accountability
for the Australian suite of model portfolios, including
this Portfolio. Downing is supported by a team of
three in Hong Kong.

• The Portfolio benefits from the expertise of the local
MAS and iShares teams. Specifically, Downing is
supported by the Portfolio’s Investment Committee
which, in addition to Downing, comprises Michael
McCorry (CIO BlackRock Australia & Chair – Model
Portfolio Investment Committee), Karsten Kumpf
(Head of Portfolio Management, MAS Australia),
David Griffith (Head of Investment Strategy, MAS
Australia), and Josh Persky (Head of MPS, Australia).
Lonsec is familiar with the local MAS team and
regards them as a valuable resource to contribute
domestic insights as well as asset allocation expertise
to the management of the Portfolio.

• Victoria Quach departed BlackRock in April 2018.
Along with Downing, Quach had been responsible
for the day to day management of the Portfolio. It
is understood Quach, who relocated to Hong Kong
in 2017, has returned to the US to pursue other
opportunities. While a portfolio manager departure
is naturally disappointing, Lonsec continues to
have a high regard for Downing and the senior
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members of the MAS team, and believe they have the
necessary skills and depth of experience to manage
the Portfolio. Lonsec notes that Quach’s position
remains vacant, but BlackRock has stated they are in
advanced conversations to fill the role.

• Lonsec highlights the aforementioned MPS and
MAS individuals are also responsible for multiple
other strategies run within the wider BlackRock
umbrella. Lonsec will continue to monitor this area to
ensure the additional responsibilities do not detract
from managing this Portfolio. Lonsec acknowledges
BlackRock’s depth of resources available globally and
the individual teams’ ability to extract the best ideas
and views from those resources.

Asset Allocation
• BlackRock uses a proprietary mean-variance

optimisation model which incorporates internally-
derived asset class forecasts for returns, volatility and
correlations. The asset allocation process employs
valuation signals (based on arbitrage pricing theory),
momentum signals (using ETF returns in local
currency) as well as thematic views. Tactical asset
allocation (’TAA’), via quarterly rebalancing, are
designed to capture short to medium term market
mis-pricings.

• Lonsec notes the investable universe of the Portfolio
is limited to a subset of locally listed iShares ETFs for
both platform trading accessibility and commercial
reasons. Lonsec highlights this approach potentially
results in the Portfolio being less diversified than
its peers, as it currently is not able to access certain
asset classes such as property, infrastructure and
alternatives. That said, Lonsec is cognisant that
BlackRock has a wider set of iShares ETFs it could
invest in, and is also continually introducing new
ETFs to market.

• Lonsec has continued to observe that the Portfolio
has been relatively active with regards to its TAA
positioning. Significant changes have been made on
a quarterly basis, and at times, intra-quarter. Lonsec
notes the TAA positioning has been proactive, as
well as reactive to changes in global markets. For
example, in the scheduled December 2018 review,
the Manager took the opportunity to reduce active
risk in the Portfolio. As such, the Portfolio increased
its overweight to Australian equities (ASX: IOZ),
reduced its exposure to Australian smaller companies
(ASX: ISO), and markedly reduced its Australian
corporate bond exposure (ASX: IAF) to fund an
increased Australian Sovereign bond exposure (ASX:
IGB). Lonsec notes that the performance of the TAA
process has been mixed since inception, and will look
to monitor the Manager’s active asset allocation tilts
in future reviews for evidence of value add by the
Manager.

Research and portfolio construction
• All investments are made into ASX listed iShares

ETFs. Positions are largely implemented with
passive ETFs, however the Manager has also used
quantitative, factor based ETFs within its global
equities allocation (WDMF, WVOL) and an enhanced
cash ETF (ISEC). Lonsec acknowledges BlackRock’s
pedigree in managing ETFs with the first iShares ETF
debuting in 1996 and BlackRock now managing close
to US$1.9 trillion within its ETF strategies. Lonsec
rates most of the underlying iShares ETFs available in
Australia and across the board has a high regard for
the iShares ETFs., reflecting their ability to provide an
efficient, low-cost exposure to the underlying indices.

• The Portfolio consists of “core” ETFs which make
up the bulk of the portfolio, with the remainder
consisting of “satellite” ETFs, e.g., the iShares
Treasury ETF and single country equity ETFs.
Turnover is expected to be moderate in the range of
40% to 50% p.a. (one-sided) which Lonsec considers
to be reasonable given its quarterly tactical asset
allocation approach.

• Similar to a number of other BlackRock strategies,
once the asset allocation has been determined,
portfolio construction is a relatively unequivocal
affair. Lonsec considers that, as a general rule, the
systematic nature of the investment management
processes leads to highly structured, consistent and
repeatable portfolio construction.

Risk management
• Lonsec considers BlackRock a market leader in

risk management, with extensive risk management
systems and resources at its disposal. The risk
management platform at BlackRock includes the
Risk & Quantitative Analytics (’RQA’) team, an
internal group with a separate reporting line to the
investment teams that provides in-depth portfolio
analysis; as well as the BlackRock Solutions group,
a separate sister business group which supplies
customised risk models and reports. The proprietary
risk management tool Aladdin is also viewed as
market leading, allowing portfolio risk to be dis-
aggregated and analysed on a granular level.

• Lonsec assesses the liquidity risks of the Portfolio’s
investments to be low, given the listed nature of the
underlying ETFs. However, it should be noted that
during periods of stress liquidity may be lower than
usual. In turn, this may impact underlying prices
from which ETFs derive their price.

Funds under management
• Lonsec has no immediate concerns around capacity

based on the Manager’s current level of FUM,
given the highly liquid and tradeable nature of the
underlying ETFs.

Performance - Model Portfolio
• The Portfolio was launched in January 2015.

According to benchmark data provided by the
Manager, the Portfolio has performed in line with
its composite benchmark since inception (net of
management fees, gross of platform fees).

• In the past 12 months to 31 January 2019, the Portfolio
returned 1.93% (net of management fees, gross
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of platform fees), as compared to its composite
benchmark of 2.94%. Asset allocation detracted
from performance over the one year period, with an
overweight to equities (including an overweight to
emerging markets) detracting from relative returns.

• Lonsec acknowledges the quality of the Manager as
an ETF provider, and has a high confidence in the
ability of the Portfolio’s underlying ETFs to match the
performance of their respective underlying indices,
before fees and taxes. Notwithstanding this, Lonsec
would like to see further evidence of the effectiveness
of the TAA process in future reviews.

SMA considerations
• The iShares Enhanced Strategic series (including the

Portfolio) were launched in January 2015. Lonsec
acknowledges BlackRock’s experience in managing
model portfolios globally and has confidence in the
adequacy and robustness of existing processes and
systems in place to house a SMA strategy.

• Given the nature of the underlying ETFs and the
quarterly rebalancing, Lonsec considers the Portfolio
to be well suited to SMA platforms and provides an
efficient means of obtaining a diversified exposure to
different asset classes.

Platform trading and co-ordination
• BlackRock aims to convey trading information to

the SMA platforms simultaneously and prior to the
daily cutoff times to ensure consistency across the
models and so that no platform is at a disadvantage.
Given the nature of the underlying ETFs which
are generally highly liquid, Lonsec is comfortable
with the Portfolio being able to closely track the
performance of the models. Additionally, Lonsec
considers positively the multiple market makers for
the underlying ETFs.

Fees
• The Portfolio is currently available on the BT

Panorama, Hub24, Macquarie Wrap, Netwealth and
Praemium platforms. Note the fees in the following
table refer only to the management fee paid to the
Manager (which may include Responsible Entity fee
levied by the platform providers), and exclude the
underlying ETF fees, as well as administration fee
paid to the SMA platform providers.

SMA PLATFORM FEES % P.A.

BT PANORAMA 0.15%

HUB24 0.20%

MACQUARIE WRAP 0.145%

PRAEMIUM 0.10%

NETWEALTH 0.20%

Note: Fees may exclude platform administration, transaction and other
applicable costs. Refer to SMA platform PDS for further details.

Overall
• Lonsec has retained the Portfolio’s ’Recommended

SMA’ rating at its latest review. The Portfolio gives
exposure to a low cost, diversified investment
approach, predominantly via passively managed
ETFs. The favourable rating is backed by our
conviction in Head of Model Portfolio Solutions
(Asia Pacific), Chris Downing, and in addition,
the strength and stability of senior investors in the
BlackRock Multi-Asset Strategies team who support
the investment committee process.

• Notwithstanding our positive view on the strategic
asset allocation process, the tactical asset allocation
framework has yet to add meaningful value over
the four year period in which the Portfolio has
been running. Lonsec would like to observe further
consistency in returns generated from its active asset
allocation as it builds its track record.

People and Resources

Corporate overview
BlackRock is the world’s largest asset manager,
managing assets for clients in North and South America,
Europe, Asia, Australia, the Middle East, and Africa.
The firm employs more than 13,500 professionals and
maintains offices in over 34 countries around the world.
BlackRock Inc. (NYSE: BLK) has no single majority
stockholder and has a majority of independent directors.

Size and experience

NAME POSITION

EXPERIENCE
INDUSTRY /

FIRM

CHRIS DOWNING HEAD OF MPS (APAC) 20 / 11

MICHAEL MCCORRY CIO BLACKROCK (AUS),
MAS

27 / 21

KARSTEN KUMPF HEAD OF PORTFOLIO
MANAGEMENT, MAS

(AUS)

12 / 12

DAVID GRIFFITH HEAD OF INVESTMENT
STRATEGY, MAS (AUS)

21 / 12

JOSH PERSKY HEAD OF MPS (AUS) 12 / 3

MPS: Model Portfolio & Solutions; MAS: Multi-Asset Strategies

The Model Portfolio & Solutions (’MPS’) team is
responsible for managing the Portfolio. Specific to this
Portfolio, Head of MPS (APAC), Chris Downing, is
supported by the Investment Committee which consists
of Michael McCorry, Karsten Kumpf, David Griffith, and
Josh Persky.
Downing joined the firm’s predecessor, BGI in February
2007 and has since accumulated a diverse set of
experience through various rotations. In 2013, Downing
was appointed team leader of the MPS team, heading
the APAC region.
As CIO BlackRock Australia, McCorry leads the local
Multi-Asset Strategies (’MAS’) team. McCorry joined
BGI in 1997. Prior to assuming the sole CIO role in
October 2012, he held a number of senior roles across
a range of asset classes. McCorry has qualifications in
Science, a MBA and a PhD in Finance.
McCorry is supported by Karsten Kumpf (Head of
Portfolio Management) and David Griffith (Head of
Investment Strategy).
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Persky is the Head of MPS Australia and prior to that,
spent five years consulting at MSCI Inc.

Remuneration
The remuneration structure for portfolio managers
varies depending on their role in the overall investment
process. Remuneration for investment staff is based on
a Total Compensation Philosophy, which aims to pay
total remuneration packages in the top quartile for fund
managers. These packages include a fixed compensation
reward, profit share and a variable incentive scheme.
The variable compensation element of any package is
driven by corporate and individual performance.

Research Approach
Overview

The investment process at BlackRock aims to capture the
following factors:
• Valuation: Mean reversion of under or overvaluation

based on market fundamentals.
• Momentum: Markets’ under-reaction to news for

behavioral and market structure reasons in mid-term
horizon.

• Thematic views: Short-term trends and short-term
policy surprises.

At present, equal weighting is given to the valuation and
momentum signals. However, the Manager can use its
discretion to up- or down-weight either signals to factor
in market anomalies. Thematic views (e.g. leading up to
a central bank policy announcement, major election) are
also taken into account, albeit infrequently.

Valuation
An arbitrage pricing theory (’APT’)-style framework
is employed to build long-run expected excess returns
which are updated monthly.
• The average short rate (’ASR’) is the proprietary

computation of 10-year risk free rate, based on
modelling the trajectory of cash rates over the next 10
years, for the relevant yield curve based on the base
portfolio currency. The ASR incorporates longer-run
growth and inflation views.

• Equity risk premium is calculated as the long-run
forecast expected returns (based on fundamental
economic drivers, incorporating dividend yields and
payout ratios), less the ASR.

• Credit risk premium is calculated as the default
adjusted yields (taking into account both default
probability and recovery rate), less the ASR.

• Bond risk premium is calculated as the nominal
sovereign yields (based on the yield curves at the
duration point relevant to the rate exposure of the
bond being priced), less the ASR.

Momentum
The Manager uses the 1-year realised performance of the
local iShares ETFs, in local currency returns, to model its
momentum signal. This signal is scaled for volatility and
updated monthly.

Asset allocation
The Manager uses a mean-variance optimisation model
to determine its asset allocation, incorporating the
internally derived asset class forecasts for returns.

The Manager considers all three factors (valuation,
momentum and thematic views) in forming its asset
allocation. The Portfolio is rebalanced quarterly, or more
frequently as triggered by the MPS team.
The asset allocation is designed specifically for
Australian investors, has incorporated a high share of
Australian equity (partly reflecting franking credits) and
an Australian dollar denominated cash bucket.
The following represents the Portfolio’s asset allocation
as at December 2018:

Australian fixed income
• Current weight: 43.5%
• SAA range: 31-52%

International fixed income
• Current weight: 9.7%
• SAA range: 4-25%

Australian equity
• Current weight: 18.5%
• SAA range: 7-27%

International equity (including emerging equity)
• Current weight: 14.3%
• SAA range: 4-24%

Cash
• Current weight: 14.0%
• SAA weight: 14%

Portfolio Construction
Overview

The Portfolio’s investable universe is limited to a
subset of the iShares ETF’s available in Australia. As
at December 2018, the investable universe includes 24
iShares ETFs, out of a total of 34 iShares ETFs available
in Australia.
The Portfolio invests into the following as at December
2018:

Australian fixed income
• iShares Core Composite Bond ETF (ASX:IAF)
• iShares Treasury ETF (ASX:IGB)

International fixed income
• iShares Core Global Corporate Bond (AUD Hedged)

ETF (ASX:IHCB)

Australian equity
• iShares Core S&P/ASX 200 ETF (ASX:IOZ)
• iShares S&P/ASX Small Ordinaries ETF (ASX:ISO)

International equity
• iShares S&P 500 ETF (ASX:IVV)
• iShares S&P 500 AUD Hedged ETF (ASX:IHVV)
• iShares Edge MSCI World Min Vol ETF (ASX:WVOL)
• iShares Edge MSCI World Multifactor ETF

(ASX:WDMF)

Emerging equity
• iShares MSCI Emerging Markets ETF (ASX:IEM)

Cash
• iShares Enhanced Cash ETF (ASX:ISEC)
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• Platform-managed cash

Risk Management
Risk limits

Risk management is an integral pillar of the process. In
addition to risk being constrained as part of the portfolio
optimisation process and the earlier defined asset
allocation ranges, other constraints include a maximum
weighting of 50% for each ETF (with the exception of
IOZ, IAF & IVV which have a maximum weighting of
55%), as well as a +/- 5% tolerance range of the SAA
weight at the ETF level and a +/-10% at the asset class
level.

Risk monitoring
BlackRock’s Risk & Quantitative Analysis team works
closely with portfolio managers to identify, monitor
and minimize risk throughout the investment process.
Proprietary risk models are employed to monitor
portfolio exposures, the marginal contribution of active
stock positions, tracking error, style drift and liquidity.

Risks
An investment in the Model Portfolio carries a
number of standard investment risks associated with
investment markets. These include performance,
liquidity, counterparty, market and tax risks. These
and other risks are outlined in each SMA platform
providers's PDS and should be read in full and
understood by potential investors. Lonsec considers
the following to be the major risks:

Market risk
Market risk is the risk from being exposed to a particular
investment market, such as international investment
markets, or the Australian share or property markets.
There is no guarantee these markets will increase over
the investment time frame.

Security and investment-specific risk
Within each asset class and each ETF, individual
securities can be affected by risks that are specific to
that investment or that security. For example, the value
of a company’s shares can be influenced by changes
in company management, its business environment
or profitability. These risks can also impact on the
company’s ability to repay its debt.

Currency risk
Investments in global markets or securities which are
denominated in foreign currencies give rise to foreign
currency exposure. This means that the value of these
investments will vary depending on changes in the
exchange rate.

Implementation risk
There is a risk that the performance of the Manager’s
Model Portfolio may not match the SMA version of
the Model Portfolio due to each individual platform’s
procedures and processes.

Tracking error risk
The underlying ETFs seek to minimise the tracking error
against their respective indices. There is no guarantee
that these objectives will be met.
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Quantitative Performance Analysis - annualised before-fee % returns (at 31-1-2019)
Performance metrics
  1 YR 2 YR 3 YR 5 YR

  FUND PEER MEDIAN FUND PEER MEDIAN FUND PEER MEDIAN FUND PEER MEDIAN

PERFORMANCE (% PA) 1.93 - 4.79 - 5.17 - - -

STANDARD DEVIATION (% PA) 3.63 - 3.08 - 3.25 - - -

EXCESS RETURN (% PA) -1.92 - -0.22 - -0.04 - - -

OUTPERFORMANCE RATIO (% PA) 33.33 - 54.17 - 52.78 - - -

WORST DRAWDOWN (%) -2.89 - -2.89 - -2.89 - - -

TIME TO RECOVERY (MTHS) NR - NR - NR - - -

SHARPE RATIO -0.00 - 0.95 - 1.01 - - -

INFORMATION RATIO -1.64 - -0.21 - -0.04 - - -

TRACKING ERROR (% PA) 1.17 - 1.06 - 1.08 - - -

PRODUCT: ISHARES ENHANCED STRATEGIC MODERATE
LONSEC PEER GROUP: MULTI-ASSET - 21-40% GROWTH ASSETS - SMA
BENCHMARK USED: LONSEC STRATEGIC MULTI-ASSET (TRADITIONAL) 30% GROWTH INDEX
CASH BENCHMARK: BLOOMBERG AUSBOND BANK BILL INDEX AUD
NOTE: PERFORMANCE PROVIDED BY MANAGER IS GROSS OF FEES, NOT NET OF FEES.
TIME TO RECOVERY: NR - NOT RECOVERED, DASH - NO DRAWDOWN DURING PERIOD

Growth of $10,000 over three years

Snail trail

Risk-return chart over three years

Outperformance consistency
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LONSEC STRONGLY RECOMMENDS THIS DOCUMENT BE READ IN CONJUNCTION WITH THE RELEVANT PRODUCT
DISCLOSURE STATEMENT
IMPORTANT NOTICE: This document is published by Lonsec Research Pty Ltd ABN 11 151 658 561, AFSL No. 421445 (Lonsec). Please
read the following before making any investment decision about any financial product mentioned in this document.
Disclosure at the date of publication: Lonsec receives a fee from the fund manager or financial product issuer(s) for researching the
financial product(s) set out in this document, using objective criteria. Lonsec may also receive a fee from the fund manager or financial
product issuer(s) for subscribing to research content and other Lonsec services. Lonsec’s fee is not linked to the rating(s) outcome.
Lonsec does not hold the financial product(s) referred to in this document. Lonsec’s representatives and/or their associates may hold
the financial product(s) referred to in this document, but details of these holdings are not known to the Analyst(s). Disclosure of
Investment Consulting services: Lonsec receives fees for providing investment consulting advice to clients, which includes model
portfolios, approved product lists and other financial advice and may receive fees from this fund manager or financial product issuer
for providing investment consulting services. The investment consulting services are carried out under separate arrangements and
processes to the research process adopted for the review of this financial product. For an explanation of the process by which Lonsec
manages conflicts of interest please refer to the Conflicts of Interest Policy which is found at: http://www.lonsec.com.au/aspx/IndexedDocs/
general/LonsecResearchConflictsofInterestPolicy.pdf Warnings: Past performance is not a reliable indicator of future performance.
Any express or implied rating or advice presented in this document is limited to “General Advice” (as defined in the Corporations Act
2001(Cth)) and based solely on consideration of the investment merits of the financial product(s) alone, without taking into account the
investment objectives, financial situation and particular needs (‘financial circumstances’) of any particular person. It does not constitute
a recommendation to purchase, redeem or sell the relevant financial product(s). Before making an investment decision based on the
rating(s) or advice, the reader must consider whether it is personally appropriate in light of his or her financial circumstances, or should
seek financial advice on its appropriateness. If our advice relates to the acquisition or possible acquisition of particular financial product(s),
the reader should obtain and consider the Product Disclosure Statement for each financial product before making any decision about
whether to acquire a financial product. Lonsec’s research process relies upon the participation of the fund manager or financial product
issuer(s). Should the fund manager or financial product issuer(s) no longer be an active participant in Lonsec’s research process, Lonsec
reserves the right to withdraw the document at any time and discontinue future coverage of the financial product(s). The rating in this
publication relates to the financial product outlined in the publication which may have related financial products or be associated with
other financial products and platforms. The rating may only be applied to the financial product outlined in this publication at first instance
and whether it applies to related or associated financial products and platforms should be investigated by your financial adviser before
you make an investment decision in relation to the related or associated financial products and platforms. You should be aware that the
mandate, fees, underlying investments, the issuers of the related and associated financial products and platforms may be different from the
financial product specified in this publication. You should satisfy yourself that the related and associated financial products and platforms
meet your financial circumstances, needs and objectives before making an investment decision. Disclaimer: This document is for the
exclusive use of the person to whom it is provided by Lonsec and must not be used or relied upon by any other person. No representation,
warranty or undertaking is given or made in relation to the accuracy or completeness of the information presented in this document,
which is drawn from public information not verified by Lonsec. Financial conclusions, ratings and advice are reasonably held at the time of
completion but subject to change without notice. Lonsec assumes no obligation to update this document following publication. Except for
any liability which cannot be excluded, Lonsec, its directors, officers, employees and agents disclaim all liability for any error or inaccuracy
in, misstatement or omission from, this document or any loss or damage suffered by the reader or any other person as a consequence of
relying upon it.
Copyright ©2019 Lonsec Research Pty Ltd (ABN 11 151 658 561, AFSL No. 421445) (Lonsec). This report is subject to copyright of Lonsec.
Except for the temporary copy held in a computer's cache and a single permanent copy for your personal reference or other than as
permitted under the Copyright Act 1968 (Cth), no part of this report may, in any form or by any means (electronic, mechanical, micro-
copying, photocopying, recording or otherwise), be reproduced, stored or transmitted without the prior written permission of Lonsec. This
report may also contain third party supplied material that is subject to copyright. Any such material is the intellectual property of that third
party or its content providers. The same restrictions applying above to Lonsec copyrighted material, applies to such third party content.

Glossary
Active Share is a measure of the percentage of stock
holdings in a manager's portfolio that differ from the
benchmark
Total Return ‘Top line’ returns before fees
Excess return Return in excess of the benchmark return
Standard deviation Volatility of monthly Absolute
Returns
Tracking error Volatility of monthly Excess Returns
against the benchmark (the Standard Deviation of
monthly Excess Returns)
Sharpe ratio Absolute reward for absolute risk taken
(outperformance of the risk free return (Bank Bills) /
Standard Deviation)
Information ratio Relative reward for relative risk taken
(Excess Returns / Tracking Error)
Worst drawdown The worst cumulative loss (‘peak to
trough’) experienced over the period assessed
Time to recovery The number of months taken to recover
the Worst Drawdown

About Lonsec
Lonsec Research Pty Ltd (Lonsec) is an investment
research house with specialist areas of expertise, that
was originally established in 1994 and the current
entity was registered on 23 June 2011. From 1 July 2011,
Lonsec became a fully owned subsidiary of Lonsec Fiscal
Holdings Pty Ltd, a privately owned entity with a multi-
brand strategy of providing leading financial services
research and investment execution. Lonsec believes that
professional financial advisers need informed opinions
on the best investment strategies and financial products
to provide real value for their clients. To meet this need,
Lonsec has in place an experienced research team, which
draws on a robust research process to undertake in-depth
assessment of managed fund products.

Analyst Disclosure and Certification
Analyst remuneration is not linked to the research or
rating outcome. Where financial products are mentioned,
the Analyst(s) may hold the financial product(s) referred
to in this document, but Lonsec considers such holdings
not to be sufficiently material to compromise the rating
or advice. Analyst holdings may change during the
life of this document. The Analyst(s) certify that the
views expressed in this document accurately reflect their
personal, professional opinion about the matters and
financial product(s) to which this document refers.

http://www.lonsec.com.au/aspx/IndexedDocs/general/LonsecResearchConflictsofInterestPolicy.pdf
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