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PORTFOLIO CHANGE AND RATIONALE 

US employment and manufacturing data confirmed a slowing economy last week whilst bond markets continue to price 

falling inflation and a likely chance of recession, with 10-year yields now at 3.3% in the US compared to a high of 4.25% last 

October. We believe the recent stress on the banking sector will exacerbate already tightening credit conditions and slow 

growth further in the months ahead. The chart below shows the Jerome Powell’s (Chair of the US Federal Reserve) favoured 

recession indicator moving into further negative territory. 

 

In our last TAA note we discussed adding equity exposure in Asia as we believed the China re-opening would continue to 

drive growth outperformance compared to the US. Today we are counteracting this increase in equity exposure by reducing 

US focused value exposure (Barrow Hanley), more exposed to the US centric recession risks. We are also reducing some 

exposure to global real estate (Quay) in favour of more defensive infrastructure (ClearBridge) given real estate’s higher 

exposure to the slowing US economy and tighter credit conditions.  

This leaves portfolios in a defensive position overall as there is no historical precedent for an exit from the current 

environment without a recession. Our view is that equity markets price this risk/outcome over the year ahead as economic 

data deteriorate and corporate earnings come under pressure. This is counterbalanced by healthy private sector balance 

sheets (corporate and household) in the US and China operating on a different economic cycle than major developed 

markets. We intend to use periods of volatility as we witnessed during March to begin rebuilding growth asset exposure at 

more favourable entry points.  
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Fund Dynamic DS30 DS50 DS70 DS90 DS100 DS100+

Perpetual Pure Equity Alpha Fund 1 1.0% 2.0%

ClearBridge Rare Income (Hedged) Fund 1 1.0% 1.5% 2.0% 1.0%

CC Sage Capital Absolute Return Fund 1 1.0%

Barrow Hanley Global Share Fund -1 -2.0% -1.5% -1.5% -2.0% -2.0% -2.0% -2.0%

GQG Partners Global Equity (Hedged) Fund -1 -0.5% -0.5%

Quay Global Real Estate Fund -1 -1.0% -1.5% -2.0% -1.0%

Cash 1 1.0% 2.0% 2.0% 2.0% 1.0%

L1 Capital Long Short Fund 1 1.0%

Fidelity Asia Fund 1 1.0%

Perpetual Australian Share Fund -1 -2.0%

DNR Capital Australian Equities  High Conviction Fund 1 2.0%

Change
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ASSET CLASS POSITIONING  

The portfolios are now strongly underweight growth assets and overweight cash. We have also shifted underweight property 

an overweight infrastructure. 

 

DISCLAIMER 

The information in this document has been provided by Drummond Capital Partners (ABN: 15 622 660 182) AFSL 534213. All the in formation in this document is general in nature 
and should not be considered personal advice. This document is not intended for public or third-party use.   

To the maximum extent permitted by law, neither Drummond nor any of their associates, related parties, directors, officers, employees, advisers (including financial, accounting and 
legal advisers) or representatives make any recommendation in relation to the investments, or make any representation or warranty, express or implied, as to the accuracy, reliability 
or completeness of the information contained in this document.  

This document is intended to provide potential Investors with general information only and does not constitute a product disc losure statement or any other disclosure document 
under the Corporations Act 2001 (Cth) (Act). This document has not been lodged with the Australian Securities and Investments Commission (ASIC) or any other govern ment body 
or regulator. 

This information is intended only for persons who qualify as wholesale clients (as defined in section 761G(7) of the Act) or sophisticated investors (as defined in section 761GA of 
the Act), (collectively, Qualifying Investors).  

Past performance is not indicative of future performance. Please seek financial advice.  

Strong 

Underweight
Underweight Neutral Overweight

Strong 

Overweight

Australian Equities 0 0 1 0 0

Global Equities 1 0 0 0 0

Property 0 1 0 0 0

Infrastructure 0 0 0 1 0

Global Alpha 0 0 0 1 0

Government Bonds 0 0 1 0 0

Corporate Debt 1 0 0 0 0

Cash 0 0 0 0 1

Total Growth vs Defensive 1 0 0 0 0


