
 

 
 
 
 
 
 

 
 

 
 

 
INVESTMENT RETURNS to 31 March 2022 

 
3 Months 

% 
1 Year 

% 
3 Years 
% p.a. 

5 Years 
% p.a. 

10 Years 
% p.a. 

Since 
Inception 

% p.a. 

 
ARA Investment Fund 

Defensive -1.3 4.2 3.2 3.3 4.0 4.6 

Growth -2.5 7.4 6.3 6.1 6.6 6.1 

Equities -3.3 7.1 6.3 6.8 7.5 6.7 
(August 2003) 

Long Term 
Income Builder 

-2.6 13.8 n/a n/a n/a 15.6 
(March 2020) 

 
ARA Retirement Fund – Accumulation (taxed) 

Defensive -1.2 3.9 2.9 3.0 3.6 3.7 

Growth -2.3 7.4 6.0 5.6 6.2 5.4 

Equities -2.9 7.1 6.2 6.3 6.8 5.8 

 
ARA Retirement Fund – Pension (untaxed) 

Defensive -1.3 4.4 3.4 3.5 4.1 4.2 

Growth -2.5 8.0 6.5 6.3 6.9 6.1 

Equities -3.2 7.9 6.6 6.9 n/a 6.2 
(October 2013) 

 
 
 
 
 

Returns quoted are after all costs, and before the application of management fee rebates. Exclude commissions payable prior to 1/7/2006.  
 

Return figures for the ARA Investment Fund are pre-tax and do not include the additional benefit of franking credits as the net result is dependent on individual 
investors’ tax position. Assume the re-investment of distributions.  
 

Return figures for the ARA Retirement Fund – Accumulation (Taxed) are net of all fees and tax on earnings at the statutory rate of 15%. 

Return figures for the ARA Retirement Fund – Pension (Untaxed) are net of all fees and tax including the refund of franking credits. 
 

3 month return figures are for the three months to 31 March 2022 and are not annualised. Past performance does not ensure or imply a future result.
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We hope you had a chance to view the interim 
update posted online in early March. If you 
missed it (or just like re-visiting the classics) 
it’s at https://www.araconsultants.com.au/ara-
update-march-2022/ 
 
To recap, as if there weren’t enough 
headwinds already, the sudden and shocking 
escalation of geopolitical and military tensions 
in Europe has further heightened the short 
term volatility in investment markets. Late 
March saw some improvement, although not 
quite enough to lift the quarter’s returns out of 
the red, and at times like these things can turn 
in an instant. 
 
No-one likes those negative signs, least of all 
us. But it doesn’t pay to get too hung up on 
short term outcomes in what is a long haul 
exercise. It’s true that the major investment 
themes we have been on about for some time 
now did not pay off in the March quarter, but 
with an eye to the future let’s take a closer 
look. 
 
USA vs Rest of the World 
 
In terms of stock market exposure we have 
noted for some time the apparent dislocation 
between market valuations in the US (which 
look stretched) and the World ex-US (inc 
Australia) which still appear to represent 
reasonable value. As a result we have greatly 
skewed our portfolios accordingly. 
 
On balance, it didn’t hurt to be largely out of  
US stocks in the quarter. On the other hand, 
the biggest drag on the quarter’s performance 
– based on level of exposure and sector 
performance – was our World ex-US 
investment, which fell about 7.5%.  
 
There was a double-whammy here. Markets 
reacted to the military conflict as might be 
expected, particularly in Europe, while the 
Australian dollar has strengthened. It seems 
we’re seen as a safe haven down under, being 
so far from the epicentre. This is not a bad 
thing per se, but a rising $A does have a 
negative impact on the value of international 
holdings in the local currency. 
 
If we look at an extract from the Fridge chart 
as to where that leaves world stockmarkets 
outside of the US: 

 
 

In addition we have an Aussie dollar now 
sitting at recent highs particularly against 
European and Asian currencies. 
 

None of which points to this being the time to 
abandon the “World ex-US” investment 
theme. If anything it reinforces it. 
 
Australian shares 
 
On balance our Aussie shareholdings finished 
the quarter slightly in the red. It might be 
instructive to see how the top 10 listed 
shareholdings as per the December 31 report 
fared over the quarter. 
 

 
 

While it’s a bit of a mixed bag, clearly there are 
several which got hit pretty hard mid-quarter, 
but recovered strongly. So again, no cause to 
think “Gee we’d better change tack here!” 
Rather, a couple of our fund managers 
commented that they retain a high level of 
conviction in their major holdings, and took the 
opportunity during the quarter to buy more on 
the cheap! 

https://www.araconsultants.com.au/ara-update-march-2022/
https://www.araconsultants.com.au/ara-update-march-2022/
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Fixed interest and Defensive investments 
 
Stock markets tend to dominate the news, so 
it’s flown under the radar somewhat that this 
past quarter was the toughest for fixed interest 
and bond fund managers for a long time. 
 
Somewhat counterintuitively, this was 
because interest rates went up! Not so much 
the cash rates and very short term deposits, 
but 10-year Australian government bonds for 
example started the quarter at 1.67% and 
finished at 2.84%. That’s an increase in the 
interest rate of 70%! 
 

 
Source: worldgovernmentbonds.com 

 
Why should that matter, and why does it make 
life tough for fixed interest investors? 
 
Well, let’s say six months ago you bought a 
ten-year bond that pays a rate of 2% per 
annum. That is, you hold the bond, get paid 
your 2% interest each year, then in ten years 
time you get all your money back. 
 
But then, the government issues a new series 
of bonds paying 3% per annum. If you were to 
try to sell your bond, you’d struggle. Buyers 
would be far more interested in the new bonds 
paying three per cent, than yours that pays 
two. The value of your bond has been reduced 
by the impact of the rising interest rates in the 
market. 
 
You might say you have no intention of selling 
your bond, you’ll hold it to maturity and get the 
full amount back. Which is fine, however the  
powers-that-be require that portfolios are 
valued according to the market price of the 
day. No different to shares – if your shares go 

down in value that’s what they are required to 
be valued at, regardless of whether you intend 
to sell them or not. 
 
So a sudden 70% hike in interest rates has 
given holders of long term fixed rate interest-
bearing bonds a huge headache. Fortunately, 
in the main our investments in this sector are 
skewed towards floating rate and shorter term 
securities, and so are weathering the storm 
pretty well. 
 
Investment markets generally don’t like rising 
interest rates. Increased borrowing costs 
impact on company profits (and hence share 
values) and returns from property where 
gearing is often involved. Furthermore, when 
assessing investment opportunities it is quite 
normal and appropriate to compare the 
expected returns with what can be achieved 
by investing in low risk deposits. If that 
benchmark comparison rate goes up (with 
rising interest rates) it requires a 
corresponding increase in the expected return 
from taking a risk on the investment 
opportunity, i.e. a lower price. 
 
Eventually though, higher interest rates lead to 
new opportunities, and already we are seeing 
rates on longer term deposits and annuities 
start to creep up and catch our attention. 
 
In conclusion: 
 

• No-one likes it, but negative quarters 
happen. Expect about 1 in 8 quarters to be 
negative in the Defensive portfolio, 1 in 5 
for Growth and 1 in 4 for Equities. Yet all 
are comfortably ahead of their return 
benchmarks over 1,3,5 and 10 years. So 
it’s important to keep a sense of 
perspective. 
 

• Things are likely to remain highly volatile for 
some time to come. But the key investment 
themes and strategies we have been 
discussing for some time remain entirely 
appropriate in our view, so we will be 
holding the line. In fact some new 
opportunities are starting to present. 
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So, who’s got what? 
 

The table below shows the ARAIF’s investments at the time of writing. Please note, the percentages 
refer to the proportion of each portfolio allocated to that investment, not its rate of return.  

 
Asset 
Class 

Defensive 
Portfolio 

Growth 
Portfolio 

Equities 
Portfolio 

Long 
Term 

Income 
Builder 

National Australia Bank Cash account 
Bank Term Deposits 
Challenger Life Guaranteed Annuities 
Coolabah Cash Fund 

Cash & 
Tier 1 
Fixed 

Interest 

0.2% 
19.3% 
12.6% 
5.0% 

0.2% 
14.3% 
2.1% 
1.2% 

1.5% 
0.0% 
0.0% 
0.0% 

4.1% 
 
 

 

Coolabah Active Credit Fund 
River Capital Global Credit 
Other credit 

Other 
Fixed 

Interest 

 

12.3% 
3.3% 
0.5% 

 

 

3.2% 
1.4% 
0.9% 

 

0.0% 
3.8% 
0.6% 

 

 

River Capital Growth Fund 
Sterling Equity 
Anacacia Wattle Fund 
Betashares Aust Sustainable ETF 
Vanguard World Ex-US ETF 
Anacacia Global Fund 
Listed Investment Companies 
MVB Aust Banks ETF 

Listed 
Securities 

2.7% 
6.7% 
5.5% 
0.0% 
1.9% 
0.6% 
0.0% 
0.0% 

7.2% 
8.9% 
11.9% 
0.1% 
13.1% 
1.6% 
0.0% 
0.0% 

6.0% 
10.4% 
8.8% 
6.7% 
15.7% 
3.4% 
0.0% 
0.0% 

 
 
 

 
 

     
    81.5% 

11.4% 

Anacacia Capital 
Polaris Marine 
Morrison Utilities Trust 
Proserpine Capital Partners 
Performance Equity Mgrs Fund 4 
JP Morgan Global Opportunities 
Luxury Escapes SPV 
River Capital SPV 
Gold ETF 

Alternative 
assets 

(Growth) 

1.1% 
0.9% 
0.0% 
0.3% 
1.3% 
3.8% 
0.5% 
0.0% 
1.9% 

10.6% 
1.4% 
4.8% 
0.7% 
2.4% 
3.4% 
1.1% 
0.0% 
0.0% 

13.5% 
0.9% 
2.4% 
0.3% 
4.2% 
3.7% 
1.6% 
2.0% 
4.3% 

 
 
 
 
 
 
 

3.0% 
 

 

Infradebt 
JCB Dynamic Alpha Fund 
Fortlake Higher Income Fund 
Quota Trust 
US Strong Bear ETF 

Alternative 
assets 

(Defensive) 

0.0% 
8.2% 
6.6% 
3.9% 
0.9% 

1.8% 
2.1% 
2.8% 
1.1% 
1.7% 

6.5% 
0.0% 
0.0% 
1.1% 
2.6% 

 

  
100.0% 100.0% 100.0% 100.0% 
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Major Holdings – diversified portfolios 
 

Apart from bank deposits and other interest-bearing accounts, Defensive, Growth and Equities 
portfolios invest in a range of assets through the fund managers listed in the table above. If we drill 
through to the assets selected and overseen by those managers, there are in fact over a hundred 
individual securities providing diversification of risk and exposure to a wide range of opportunities. 
 

The table below shows the 20 largest individual holdings and what proportion of each portfolio they 
represent. These are the investments that will have the biggest impact on the portfolios’ returns. 
 
 

Investment Type 
Principal 
Activity 

Defensive 
Portfolio 
Exposure 

Growth 
Portfolio 
Exposure 

Equities 
Portfolio 
Exposure 

Direct Couriers 
Private 

company 
Transport & 

logistics 
0.0% 3.3% 4.5% 

Nearmap 
ASX listed 
company 

Aerial imaging 
services 

1.6% 2.5% 2.5% 

Infradebt Private trust 
Infrastructure 

lending 
0.0% 1.8% 6.5% 

Schaffer 
ASX listed 
company 

Diversified 
industrial 

1.3% 1.7% 2.0% 

Westpac Bank 
ASX listed 
company 

Financial 
services 

1.3% 1.7% 2.0% 

Perth airport Infrastructure Transport hub 0.0% 1.7% 0.8% 

Data#3 Ltd 
ASX listed 
company 

Communications 
technology 

0.7% 1.4% 1.1% 

3P Learning 
ASX listed 
company 

Online 
education 

1.1% 1.4% 1.7% 

Sureway 
Private 

company 
Employment 

services 
0.0% 1.4% 1.9% 

Polaris Marine 
Private 

company 
Marine services 0.9% 1.4% 0.9% 

Big River Industries 
ASX listed 
company 

Building 
supplies 

0.7% 1.3% 1.1% 

Opteon 
Private 

company 
Property 
services 

0.0% 1.2% 1.7% 

Quota Trust Private trust 
Statutory fishing 

rights 
3.9% 1.1% 1.1% 

Luxury Escapes 
Private 

company 
Travel services 0.5% 1.1% 1.6% 

RP Infrastructure 
Private 

company 
Project 

management 
0.0% 1.0% 1.3% 

Objective Corp 
ASX listed 
company 

Software 
solutions 

0.4% 1.0% 0.7% 

Transgrid Infrastructure 
Electricity 

transmission 
0.0% 1.0% 0.5% 

IRESS 
ASX listed 
company 

Financial data 
services 

0.7% 0.9% 1.0% 

Duncan Technologies 
Private 

company 
Parking 

technologies 
0.0% 0.9% 1.2% 

Smartpay 
ASX listed 
company 

Financial 
services 

0.4% 0.8% 0.6% 

 



 

6 

 

 

 
 
 

 

 

ARA Consultants Limited provides this update for the information of its clients and associates. If you do not wish to receive this or other 
information about ARA in future, please contact us on (03) 9853 1688, or enter your name below and return this to PO Box 2273 Kew Vic 3101. 
 
Name (Please print) ______________________________________________________________________________________________ 
 
This document has been issued by ARA Consultants Limited for its own use and the use of its clients. Fundhost Limited (ABN 69 092 517 087) (AFSL No: 233 045) 
(Fundhost) is the issuer of the ARA Investment Fund (ARSN:104 232 448). Information contained in this document is general information and is not intended to 

constitute nor does it purport to offer any specific or individual investment advice. Whilst every effort has been made to ensure the accuracy of the information contained 
in this document, neither ARA nor Fundhost accept any liability in relation to anyone who makes and acts upon a decision based upon that information. No person 
should make a decision based upon the information contained in this document without first seeking and obtaining the appropriate professional advice relevant to their 
own individual circumstances and financial needs. You should consider the Product Disclosure Statement in deciding whether to acquire, or continue to hold the 
product. You should also refer to the relevant Target Market Determination (TMD) for the product. The PDS and applicable TMDs are available at 
www.araconsultants.com.au or by contacting ARA by phone on (03) 9853 1688 or by email at info@araconsultants.com.au.  We also caution that past returns are just 
that, and the fact that they have been achieved does not guarantee they will be achieved again.  
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