
A new year, a new look 
Welcome to the first edition of Your Fund Update in our new 
brand, StatePlus. We’re pleased to bring you a new look and new 
name. We’ve refreshed our brand as part of our focus to deliver 
an even better experience to you, while we prepare for the future. 
To find out more about why we’ve changed, please visit the 
About StatePlus section of our new website stateplus.com.au
At the core, we continue to be the brand you’ve trusted for 
over 25 years – retirement specialists, who understand how to 
manage your money to optimise your income and manage risk.
This edition includes our summary of what’s been happening 
in the world of investments and updates on what we’ve been 
working on.

Managing investments in a volatile year
2015 and the first few weeks of 2016 saw increased market 
volatility, with most asset classes performing below long-run 
averages. However, the US economy continues to grow and 
Australian shares and bonds finished 2015 higher. 
Our investment experts share their insights on the importance of 
diversifying and how we approach long-term investing in volatile 
times. We continue to focus on generating income rather than 
trying to outperform peers or benchmarks.
However, with continuing uncertainty and modest growth around 
the world, we anticipate lower returns in the next year or two. So 
it’s really important to have a clear investment strategy, ongoing 
communication with your financial planner and to stick to your plan 
in the long term.

Investing in your future
We’ve made a significant investment in our technology, phone-
based advice services and online service offerings. These 
changes will provide you with a more efficient and secure service, 
making it easier for you to manage your finances with StatePlus. 
Our technology improvements will offer you total flexibility in how 
you can access financial advice, in the way that suits you.

Responsible investing
Managing Environmental, Social and Governance (ESG) issues 
is important to us. We believe that prudent investing with these 
issues in mind will help improve portfolio outcomes. 
We’re pleased to let you know that in October 2015, our Board 
decided to exclude direct investment in companies involved in the 
manufacture of cigarettes and other tobacco products from our 
investment portfolios. And we now incorporate climate change risk 
explicitly in our asset allocation process. 
Please enjoy this edition. As always, if you have any questions, just 
get in touch with us.

Michael Monaghan
Managing Director
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Market update –
the year in review
Our investment experts provide a summary 
of the past year and look ahead to what we 
can expect in 2016.

Shares
2015 got off to a good start, with most share markets rising for the 
first four months. We then saw a return to volatility and it ended up 
being a disappointing year for returns – this has continued 
into 2016. 
Companies exposed to falling commodity prices were hardest hit, 
while those in the consumer-related sectors performed relatively 
well. Australian shares fell in price terms but the strong dividend 
yield underpinned a small positive return of 2.8%.
The performance of international shares was also below long-run 
averages, with solid contributions from European and Japanese 
markets offset by weakness in stocks from developing countries 
and a flat return in the US.

The Chinese share market swung from euphoria to despair and 
while an index of large companies ended the year up 7.2%, 
investors experienced a trading range of +40% to -20% over 
the year. 
Despite modest returns in 2015 and some pockets of value 
appearing, share prices on average are still not cheap. We expect 
that prospective returns will likely be lower than the long-run 
historic experience. In a world with divergent growth opportunities, 
maintaining diversification and taking an active approach to 
investing will continue to be important.  

Property and Infrastructure
The performance of both listed and unlisted property investments 
was strong, while listed infrastructure securities were 
slightly down.
We have reduced our exposure to listed securities in these asset 
classes due to concerns around high valuation and prefer to 
maintain our exposure through unlisted assets, where returns tend 
to be more stable and income driven.

Fixed Interest and Cash
With two rate cuts in the first half of the year, the Reserve Bank 
of Australia (RBA) lowered Australian interest rates to 2%. Central 
Banks typically adjust interest rates based on the objective of 
maintaining sufficient economic growth to promote employment, 
but not so much that it causes damaging levels of inflation. 

The era of exceptionally low cash rates around the world following 
the 2008 Global Financial Crisis will continue in 2016, but with the 
US Federal Reserve hiking rates for the first time in nine years in 
December, we may have begun the slow path back to ‘normal’.  
Yields on long-term government bonds in Australia and around 
the world also experienced a relatively wide trading range over the 
year but mostly ended up slightly higher, which reduced returns 
from fixed interest investments.  
Bond yields reflect the expected future path of interest rates, and 
returns from fixed interest investments are negatively impacted 
when yields rise. As global growth and inflation return to more 
normal levels, fixed interest investments will likely face headwinds, 
but they can help diversify portfolios by delivering a positive 
contribution during periods of stress or when the growth 
outlook deteriorates.

Fixed interest investments will likely face 
headwinds, but they can help diversify 
portfolios by delivering a positive 
contribution during periods of stress.

In a world with divergent growth 
opportunities, maintaining diversification and 
taking an active approach to investing will 
continue to be important.

US dollars vs Australian dollars

31 December 2014 31 December 2015

US $0.8184 US $0.7276



| 3

Investment market performance
from around the globe
31 December 2014 – 31 December 2015

Source: FactSet

Source: FactSet

Gold
-10.44%

Oil
-30.47%

Copper
-26.06%

Iron ore
-42.57%

1 year investment return
Annual returns on commodities

The Australian dollar
Weaker prices for our major commodity exports and the lower 
cash rate extended the downward trend in the Australian dollar, 
which fell 11% over the year against the US dollar, a similar 
amount against the Japanese yen and around 6% against the 
British pound.  
The Australian dollar has spent much of the last 10 years well 
above fair value, supported by the boost to our terms of trade 
from the mining boom. The significant decline in commodity 
prices that has occurred over recent years has seen this boost 
reverse, which has in turn contributed to downward momentum 
for the Australian dollar that may still have further to run. 
By retaining some exposure to foreign currency in portfolios, 
we were able to benefit from this Australian dollar weakness. 
As the currency also has a tendency to fall when growth assets 
come under pressure, leaving some of our international shares 
exposure unhedged helps to reduce risk in portfolios. 



4 |  StatePlus - Your Fund Update 

At StatePlus we’re prudent 
about how we invest. This is 
all the more important when 
the markets are volatile. Our 
priority is to manage risk while 
focusing on providing income 
for you.

Risk (also called volatility) and return are 
related, so accepting a degree of volatility 
goes hand in hand with long-term investing. 
If you only invest in low-risk assets then you 
should expect lower long-term returns. This 
is particularly true as the current returns 
offered by more secure investments such 
as term deposits are at very low levels.
For most people this wouldn’t be sufficient 
to meet their income requirements in 
retirement. So there’s a trade-off to be 
made in accepting the discomfort of 
short-term market fluctuations so as 

to avoid the long-term disappointment 
that would come from not taking enough 
risk to meet your income needs.
In 2015 there were 11 days when the 
Australian share market experienced a 
fall of greater than -2%, compared to just 
seven days in total out of the previous 
three years. On average, over the last 20 
years, we have seen falls of this magnitude 
between six and seven times a year. So 
even by long-term standards, 2015 was 
a volatile year for Australian investors.  

Keeping a clear focus 
through the ups and downs
If you’re relying on your savings to fund 
your lifestyle, or if you’re approaching 
retirement, the way you manage your 
investments through these volatile times 
can make a significant difference to 
your income in retirement.
Being forced to sell growth assets when 
those assets have fallen in price destroys 
wealth. Having an appropriate plan and 
sticking to it is the most important thing, 
but the way your money is invested can 
also help to reduce risk and make your 
financial plan more robust.
At StatePlus, our investment return 
objectives are a ‘real’ target return over 
a certain timeframe. We focus on income 
as our experience tells us that retirees have 
a greater need for certainty and security.

Managing  
investment  
risk in  
volatile times 

The way you manage your 
investments through these 
volatile times can make 
a significant difference to 
your income in retirement.

Your financial planner 
can help you ensure that 
your portfolio is positioned 
correctly for your needs. 
So if you have any questions 
about this, please contact 
your financial planner.
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An investment strategy is key to achieving your long-term 
financial goals. So it’s really important to have a financial plan 
and stick to it in the long term.

We manage money differently –  
here’s how
At StatePlus we’re specialists in managing 
money for people in retirement, so our 
approach to investing seeks to reduce the 
impact of market volatility on returns. We 
do this in a number of ways: 
• choosing investment strategies that 

are biased towards investing in the 
shares of less volatile companies 

• using alternative investments 
which reduce portfolio risk

• holding unlisted assets such as 
property, which tend to be more stable

• adjusting our asset allocation and 
currency exposure to be more 
defensive when we identify a higher 
risk of losses.

There can be no guarantees in investing, 
but we’re pleased to report that these 
risk-reducing techniques performed well 
during 2015 and that when markets were 
down during this more volatile period, the 
StatePlus products fell by less than
their benchmarks.1 
Our approach is unlikely to deliver the best 
returns when markets are rising strongly. 
But our long-term results show that if you 
don’t lose as much when markets are 
volatile, then you don’t need to earn as 
much in the good times to keep up over 
the long run.  

Strategic Asset 
Allocation 
update
We regularly review and update the  
strategic asset allocation of each 
fund. This asset allocation sets out 
the medium to longer-term target 
allocation of assets between the 
asset classes. The aim of these 
reviews is to ensure we have the 
right mix of assets to achieve the 
objectives of each individual fund.
In July 2015 we updated the 
strategic asset allocation and asset 
allocation range for the Capital 
Stable, Moderate, Balanced, 
Growth and Growth Plus Funds.
To see the latest mix of assets for 
each fund, please go to:

1A product benchmark is the combination of the benchmarks for each asset class, weighted in line with the 
strategic asset allocation.

Your 
financial 

plan

• Agree on your goals 
and objectives

• Develop the strategy
• Construct your portfolio
• Regularly review your 

financial plan

You and your 
financial planner

• Low volatility 
equity investing

• Risk reducing 
alternative assets

• Unlisted assets
• Currency diversification
• Strategic tilting

How StatePlus reduces 
risk in its portfolios

www.stateplus.com.au/investmentoptions

https://www.stateplus.com.au/Get-Financial-Advice/Investment-options
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Providing solutions that suit you
Through our enhanced secure website, 
you’ll soon be able to: 
• View and review your 

correspondence, including 
statements, advice documents 
and transaction advice, securely.

•  Provide your authorisation for advice 
documents and transactions using 
a digital e-signature.

•  Execute transactions – instead 
of calling us to request a form and 
manually completing it, you’ll be able 
to complete it online and monitor the 
progress of your transaction.

•  Manage your pension payments – 
you will have the flexibility to select 
when to receive these payments, 
including the option of 

 fortnightly payments.

Getting advice the way you want it
In addition we’re enhancing our online 
security to ensure your personal 
information is always protected, encrypted 
and securely stored and managed.
You’ll be able to interact with us entirely 
online, if you want to, from the very first 
contact and throughout the process of 
working with your financial planner.  
This means less paperwork, quicker 
responses and better security.
These are just some of the many benefits 
of the investments we’ve been making to 
bring you services that are secure 
and convenient.
If you have any questions about what’s 
coming, please contact your local client 
services team for more information.

Last year we launched our 
StatePlus website which has 
a great new look and is easier 
to view on mobile phones and 
tablet devices. There’s also lots 
of information available for you 
to access. Over the coming year, 
we’ll continue to provide you 
with different online experiences, 
making it even easier for you to 
interact with us.

Check that your 
email address is correct!
If you’re currently using our secure website to access your account, please ensure 
your personal information is up-to-date so we can keep you informed about 
upcoming developments.  
If you do not currently use our secure website but would like to, please register 
online through stateplus.com.au Just click on the Client Login button at the 
top right and follow the prompts under Need Help? Or you can contact your local 
StatePlus office and speak to your friendly client services team.

We’re 
making it 
easier to 
manage your 
finances with 
StatePlus

http://stateplus.com.au
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You’ve told us
and we listened

Face-to-face Online

Starting a relationship
with a financial planner

Setting up an account Checking account 
balance

General account 
enquiry

75%

13%

55%

36%

76%

7% 7%

57%

2StatePlus market survey of 911 public sector employees, August 2014

Our clients told us that they prefer face-to-face interaction when 
starting a relationship with a financial planner and setting up 
account. But they prefer online for most other interactions.

We know that a large number of our 
clients are already managing their lives 
online, whether communicating with 
friends or managing their finances. 
In the last 12 months, the number of 
clients accessing our secure website 
has increased by 50%. This tells us our 
clients find our online tools valuable in 
managing their finances. It also highlights 
an increasing demand for online 
digital resources.
We wanted to know what’s really 
important to our clients when it comes 
to their digital interactions, so we got 
together with different client2 groups to 
ask them.

Our clients told us that they really value 
the personal relationship they have 
with their StatePlus financial planner, 
but they also wanted more choices for 
communicating with us.
This year, we’re enhancing our processes 
and systems to allow you to do exactly 
this, so you can continue to have a 
personal relationship with your planner 
but can communicate with us in the way 
you prefer – by phone, online or in person.
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At StatePlus, our aim is to manage Environmental, Social 
and Governance (ESG) issues to improve portfolio outcomes 
and support sustainable development across a range of issues. 
Further developing our ESG positioning has been an area 
of focus for us over the past year. 

We’ve updated our ESG policy
We’ve updated our Investment 
Beliefs and Principles to reflect our 
belief that, all other things being 
equal, improving the ESG profile 
of our portfolio assets will improve 
the long-term, risk-adjusted 
performance of the fund. To find 
out more about what our ESG 
approach means for you, visit 
www.stateplus.com.au/esg

ESG and responsible investing: 
what it means

Climate change
In early 2015 we participated in a 
global climate change research study 
with our asset consultant – 
we were one of only three 
Australian participants. 
A key benefit of participation in the 
study is that we can now incorporate 
climate change risk in our asset 
allocation research.
We’ve also updated our ESG Policy 
to explicitly recognise that climate 
change is an environmental, social and 
economic risk, expected to have its 
greatest impact in the long term.
For more information on StatePlus’ 
approach to climate change, visit 
www.stateplus.com.au/climatechange

Excluding tobacco 
from our investments
Our research tells us that there are 
substantial longer term risks to the 
tobacco sector and that excluding 
these companies from portfolios is 
likely to positively impact clients’ 
future risk-adjusted returns. 
In October 2015, the Board decided 
to exclude direct investment in 
those companies involved in the 
manufacture of cigarettes and other 
tobacco products. This decision was 
implemented across portfolios at the 
end of the year.
We believe these investment decisions 
are in our clients’ best interests and 
aligned with StatePlus’ Investment 
Beliefs and Principles. 
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Let us know what you think
We’d love to hear from you about Your Fund Update, so please give us a call 
or go to stateplus.com.au/contact to send us your feedback.
    1800 620 305 toll free            stateplus.com.au

State Super Financial Services Australia Limited trading as StatePlus | ABN 86 003 742 756 | AFSL 238430. This information is of a general nature only and is 
not specific to your personal circumstances or needs. Before making any decisions based on this information you should consider its appropriateness to you. 
Every effort has been made to ensure the information contained in it is accurate. We strongly recommend that you consult a financial planner before taking 
action based on this information. Neither the SAS Trustee Corporation nor the New South Wales Government take any responsibility for this information or the 
services offered by StatePlus, and nor do they or StatePlus guarantee the performance of any product provided by StatePlus. All information is correct as of 
31 December 2015. © Copyright 2016 State Super Financial Services Australia Limited, trading as StatePlus. BR/NEWS/022016
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