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TALKING GLOBAL EQUITIES

with Richard Dalidowicz - Senior Investment Consultant

A strong trend among
institutional investors over the
past 15 years has been to
diversify with higher weight to
global equities. In the past, a
typical allocation for a
balanced fund was 30 to 35%
Australian equities, close to
double the typical global
equities allocation of 15 to
20%.

Today, this has reversed with global equities at 30 to
35% and Australian equities at 20 to 25%.

The rationale for making the shift to global equities is to
target higher returns over the long term and lower risk
by diversifying investment exposures. Global exposure
offers:

1. Access to global growth opportunities in
industries under-represented in the local
market of consumer goods, healthcare and
technology (table 1 below). Iconic global
companies include: Colgate Palmolive (tooth
paste and shampoos), Unilever (washing
powders), Samsung (mobile phones), Facebook
(social media) and Alphabet (Google).

2. Reduced exposure to the narrow Australian
market (table 2). The local market’s
performance is dominated by two large
industries of Financials (38%) and Resources
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(20%). The big four banks are close to 30% of
the benchmark.

3. Offset to a potential slowdown in the local
economy by investing globally in countries
(table 3) that are at different points of the
economic cycle and have higher economic
growth than Australia.

4. Diversify currency risk away from the Australian
dollar. Global investing provides exposure to
offshore currencies including the US dollar,
European euro, Japan yen and Chinese yuan.

Investing in global companies headquartered in weak
economies at first glance may not make sense. However,
this provides the opportunity to invest in great
companies at bargain prices as their revenues are
sourced globally and are not dependent on the home
economy’s strength.

Global equities as measured by the MSCI All Country
World Index returned 16.9% p.a., outperforming the
Australian equities (ASX 300 index) return of 10.4% p.a.
over five years to January 2017. All returns are in
Australian dollars and unhedged.
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Table 1: Industry Comparison Australia vs. Global
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Industry Australian Equities Global Equities Difference
ASX 300 MSCI ACW Index
Financials 37.8% 18.6% 19.2%
Materials 16.2% 5.3% 10.9%
Real Estate 8.4% 3.1% 5.3%
Consumer Staples 7.0% 9.6% -2.6%
Health Care 6.7% 11.3% -4.6%
Industrials 6.6% 10.6% -4.0%
Consumer Discretionary 5.0% 12.1% -7.1%
Telecom Services 4.2% 3.5% 0.7%
Energy 4.2% 6.7% -2.5%
Utilities 2.6% 3.1% -0.5%
Information Technology 1.3% 16.1% -14.8%
Total 100.0% 100.0% 0.0%
Source: ASX and MSCI
Table 2: Stock Numbers Comparison Australia vs. Global
Australian Equities Global Equities Difference
ASX 300 MSCI ACW Index
Number of Stocks 300 2500 -2200

Source: ASX and MSCI

Table 3: Country Comparison Australia vs. Global

Country Australian Equities Global Equities
ASX 300 MSCI ACW Index

Australia 100.0%

USA 53.9%

Japan 7.8%

United Kingdom 5.8%

France 3.2%

Canada 3.2%

41 Other Countries 26.1%

Total 100.0% 100.0%

Source: ASX and MSCI
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DISCLAIMER

Contango Funds Management Limited, ABN 52 085 487 421 and Australian Financial Services License
Number 237119 (Contango) is a wholly owned subsidiary of Contango Asset Management Limited, ABN 56
080 277 998. Contango has prepared this material for information and discussion purposes only. It does not,
and is not intended to, constitute: (i) an offer, recommendation or advice to purchase of sell any financial
products or other instruments; (ii) research and any view expressed is not considered a recommendation or
research report. All views, opinions and estimates expressed may change without notice and may differ from
those view, opinions and estimates held by other Contango personnel.

Forecasts in this material are predictive in character, based on numerous assumptions including the forecast
outlook for key variables and may be affected by various factors including inaccurate assumptions, risks and
unforeseen events. Accordingly, actual results may differ materially from those forecasted.

Contango, its officers, employees, agents and related bodies corporate believe that the information in this
document is correct at the time of compilation but do not warrant the accuracy of that information. Information
used in this publication which is taken from sources other than Contango is believed to be accurate. Subject to
any contrary provision an any applicable law, Contango and their respective officers, employees, agents and
related bodies corporate provide any warranty as to the accuracy or reliability of such information or accept
any liability to any person who relies on it.

Performance information is historical. Performance returns may vary. Past performance is not indicative of
future performance. Performance has been calculated based on cumulative daily returns excluding any
allowance for fees, expenses and taxes.

Save for statutory liability which cannot be excluded, Contango disclaims all responsibility for any loss or
damage which any person may suffer from reliance on this information or any opinion, forecast, conclusion or
statement in this document whether the loss or damage is caused by any fault or negligence on the part of
Contango or otherwise.
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