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Aim and Strategy

To provide medium to long-term capital growth,
together with some income, by investing in balanced
level of growth and defensive assets.
The option provides exposure to a diversified
portfolio of growth assets, including equities and
alternative assets, with some exposure to cash and
fixed interest. The investment manager aims to
deliver above index returns through an active
investment approach that identifies and pursues
investment opportunities within set limits through a
combination of active management within each
asset class and tactical asset allocation across asset
classes to meet the objectives of the portfolio. A
varying portion of the foreign currency exposure is
hedged through currency hedging solutions,
whether passive or active.

Investment Option Performance

To view the latest investment performances for
each product please visit amp.com.au/performance

Investment Option Overview
Investment Category

Multi Sector
(Balanced)

Suggested Investment timeframe

5 years

Relative risk rating

6/ High

Investment style

Active

Manager style

Single Manager

Asset Allocation
Australian Equities(i)

Benchmark (%)

Actual
(%)

26.0

36.5

25.5

25.6

Alternative Assets(ii)

8.0

6.9

Strategic Income(iii)

9.0

10.1

Inflation Linked Bonds

5.0

3.4

Australian Fixed Interest

17.5

9.4

Global Fixed Interest

7.5

8.0

Cash

1.5

0.1

Global

shares(i)

(i) May include exposure to real estate securities
(ii) May include investments in such asset classes as private equity,
infrastructure, property or hedge funds
(iii) Invests predominantly in high quality Australian and global credit
securities

Investment Option Commentary

The fund delivered a positive return over the quarter and outperformed the strategic benchmark, which was
primarily driven by the fund’s overweight exposure to growth assets. The fund continued to maintain a moderate
overweight exposure to growth assets throughout the quarter.
In the third quarter, International and Australian equities performed positively, delivering +1.8% and +0.7%,
respectively. The positive performance was primarily driven by the supportive fiscal and monetary policies
globally, although was partially offset by the concern of a potential systemic contagion risk of the Chinese property
developer Evergrande as well as possible ‘tapering’ policies from central banks. In fixed interest, the sector
delivered a mixed result, returning +0.3% domestically and -0.1% offshore, with long term interest rates more-orless unchanged throughout the quarter. International infrastructure and property exposure also delivered a mixed
performance, +1.6% and -0.2% respectively.
The fund continues to view growth assets as the preferred asset class, in an environment where monetary and
fiscal policies remain accommodative and inflation is rising. As such, the fund maintains an overall overweight
bias to growth assets. The fund views contagion risk from the Chinese property sector as low and views the
market reaction as potentially overdone. Within the growth asset exposure, the fund has maintained an
underweight bias to the emerging market equities allocation, which is viewed negatively relative to international
equities.

Market Commentary

With vaccination rates pushing higher and recovery (albeit stuttering) underway, it is not a surprise to hear from
policy makers that they are considering withdrawing the huge stimulus support injected into the economy. Worker
assistance schemes in many countries have either ended or been nearing an end, so fiscal support is already
turning into fiscal drag. During the third quarter of 2021 the narrative from central banks began to evolve. Rate
hikes have been delivered in some emerging market countries, while the US Federal Reserve (Fed) and the Bank
of England sent signals that they are readying to taper their quantitative support. With rising asset prices the clear
winner of global policy maker efforts, the prospect of this being reduced is causing some concern. On top of this,
commodity prices (oil and natural gas prices in particular) are launching higher. This is fuelling inflation fears but
also talks about stagflation.
Bond yields have begun to trek higher, with the more hawkish-than-expected Fed meeting in September igniting
an acceleration. Yield curves are steepening, with short rates protected by the prospect of target rates remaining
on hold while longer rates embracing increased concerns that inflation will run ‘hotter’ for longer.
Risk markets have baulked but this came off tight levels. Investment grade spreads are little changed over the
quarter while high yield spreads have widened, albeit modestly. Emerging markets spreads have widened, with a
stronger dollar and negative headlines coming from China the key drivers.

Outlook

The manager continues to believe that fiscal policy, monetary policy and the trajectory of inflation will have a
significant influence on asset prices for the foreseeable future.
In terms of monetary policy, it is likely the so called ‘tapering’ talk will continue to intensify and will eventuate in
the coming months. There is little question that ‘tapering’ will continue to increase market volatilities in both equity
and fixed income markets. However, the manager does not expect ‘tapering’ will trigger a meaningful shock to
the current positive asset price momentum. ‘Tapering’ by definition is a slowing in central bank’s asset purchases,
or less ‘gas’ on the stimulus accelerator. If the central banks were to taper, monetary policies would still be
extremely accommodative and subsequently supportive to asset prices.
In terms of China, there is increasing fear that the possible default of Evergrande highlighted growing risks to
Chinese property developers. Market participants feared these risks would cause systematic issues to the
financial system in China and subsequently impact asset prices negatively in China as well as internationally. In
the manager’s view, given the nature of a highly centralised Chinese financial system, the risk of a significant
deterioration to financial conditions in China remains low. Furthermore, given the very limited interaction and
integration between China and international financial markets, contagion risk to international financial conditions
is limited. Nevertheless, Evergrande’s debt issue offers some insight into the potential issues that investors could
experience if the Chinese economic growth continues to slow.
Putting this together, the asset allocation strategy for the fund will focus on enabling investors to continue

participating in growth assets as the ‘chase for yield’ theme is likely to persist, while at the same time protecting
investors from the emerging stagflation risks and rising volatilities due to central bank’s tapering. To achieve this,
the fund’s asset allocation strategy focusses primarily in two areas. Firstly, the manager continues to look for
opportunities to acquire put option protection for equities whilst volatility is low. Secondly, within sector selection,
the fund continues to focus on exposures that will offer the best risk-adjusted outcome should market tail risks
emerge. As such, the fund has maintained a high level of allocation to ‘value’ sectors, such as Australian equities.
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What you need to know
This publication has been prepared by AWM Services Pty Limited ABN 15 139 353 496, AFSL No. 366121 (AWM Services). The information contained in this publication has
been derived from sources believed to be accurate and reliable as at the date of this document. Information provided in this investment option update are views of the
underlying investment manager only and not necessarily the views of AMP Limited ABN 49 079 354 519 (AMP Group). No representation is given in relation to the accuracy
or completeness of any statement contained in it. Whilst care has been taken in the preparation of this publication, to the extent permitted by law, no liability is accepted for
any loss or damage as a result of reliance on this information.
The investment option referred to in this publication is available through products issued by N.M. Superannuation Proprietary Ltd ABN 31 008 428 322, AFSL 234654 (NM
Super), AMP Capital Funds Management Limited ABN 15 159 557 721, AFSL 426455 (AMPCFM) and/or ipac asset management limited ABN 22 003 257 225, AFSL
234655 (ipac). Before deciding to invest or make a decision about the investment options, you should read the current Product Disclosure Statement (PDS) for the relevant
product, available from the issuer or your financial planner.
Any advice in this document is of a general nature only and does not take into account your financial situation, objectives and needs. Before you make any investment
decision based on the information contained in this document you should consider how it applies to your personal objectives, financial situation and needs, or speak to a
financial planner. In providing any general advice, AMP Group receives fees and charges and their employees and directors receive salaries, bonuses and other benefits.
Any references to the "Fund", strategies, asset allocations or exposures are references to the underlying managed fund that the investment option either directly or indirectly
invests in. The investment option's aim and strategy mirrors the objective and investment approach of the underlying fund. An investment in the investment option is not a
direct investment in the underlying fund.
Neither NM Super, AMPCFM, ipac, AWM Services, any other company in the AMP Group nor the underlying fund manager guarantees the repayment of capital or the
performance of any product or particular rate of return referred to in this document, unless expressly stated in the PDS. Past performance is not a reliable indicator of future
performance. Any slight asset allocation deviations from 100% may be caused by rounding, asset categorisation and/or hedging.

