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* Since inception returns begin from the month end immediately following portfolio launch.

Asset allocation data sourced via Morningstar® from the underlying fund manager.

LATITUDE16 DEFENSIVE PORTFOLIO

Quarterly update for month ending December 2023  

Code NTH0304

Manager name Mercer

Inception date 30 September 2022

Benchmark RBA Cash Rate Target + 
1.5%

Asset class Diversified

Number of underlying assets 11

Minimum investment horizon 1 year

Portfolio income Paid to Cash Account

Management fees and costs '0.50%

Performance fee '0.00%

Estimated net transaction costs '0.04%

Estimated buy/sell spread '0.10%/0.12%

Risk band/label 2/Low

Minimum investment amount $500

Investment objective
Aims to achieve a return of at least 1.5% per 

annum above the RBA Cash Rate.

Key information

About the manager

Mercer

Mercer is a multi-national investment 
manager, using specialised investment tools 
and strategies to provide robust and 
diversified portfolios for their clients. The team 
manages approximately $200 billion 
worldwide, with approximately $33 billion 
invested in Australia and New Zealand. With 
Australian operations commencing in 1972, 
Mercer’s primary driver in portfolio 
construction is risk management - spreading 
investments across investment types and 
different risks to mitigate periods of market 
volatility and protecting investments from loss. 
Using a multi-dimensional framework, Mercer 
uses active management in asset classes 
offering the greatest opportunity for skilled 
investment managers to add value while using 
passive management to manage risk or 
constructing a portfolio to deliver close to 
market returns.

Returns

Since 
inception*

1 Month 
(%)

3 
Months 

(%)

6 
Months 

(%)

1 Year 
(%)

3 Years 
(%)

5 Years 
(%)

Total return¹ 5.29 2.28 3.73 4.02 5.69 - -

Income 2.39 0.11 0.66 1.50 2.69 - -

Growth 2.90 2.17 3.07 2.52 3.00 - -

as at 31 December 2023

Benchmark² 5.08 0.44 1.40 2.80 5.32 - -

Asset allocation

as at 31 December 2023

Growth assets Allocation (%)

Australian Equities 0.0

International Equities 0.1

Property 0.0

Other 0.0

Total 0.1%

 

Defensive assets Allocation (%)

Australian Fixed Interest 43.9

International Fixed Interest 39.7

Cash 16.4

Total 100.0%

1 The managed portfolio performance represents total return for the periods. Returns have been calculated using the time-weighted method, they assume distributions 
are reinvested and are after investment management fees and indirect costs. Total and growth returns include accrued distributions, while income return includes paid 
distributions only. Returns do not take into account tax payable. Individual client returns may vary based on the contributions, withdrawals, and timing differences within 
the managed portfolio

2 The applicable Benchmark for this portfolio is shown in the Key Information section.



Managed portfolio holdings³
Holding Asset class Allocation (%)

Macquarie True Index Australian Fixed Interest Australian Fixed Interest 28.1

PIMCO Global Credit Fund - Wholesale Class International Fixed Interest 12.9

T. Rowe Price Dynamic Global Bond International Fixed Interest 11.1

Macquarie Income Opportunities No. 1 Fund - Class W Australian Fixed Interest 11.0

Bentham Professional Global Income Fund - Class C International Fixed Interest 9.5

Macquarie Cash Cash 9.2

Colchester Global Government Bond Fund - Class R International Fixed Interest 9.0

Coolabah Floating-Rate High Yield Fund - Institutional Class Australian Fixed Interest 8.0

Cash Account Cash 1.1

 
Quarterly manager commentary

Market Update 

Global equities rose in most regions in the fourth quarter of 2023, primarily driven by a decrease in bond yields. A combination of marginally softer 

than expected inflationary data across the globe and comments from US Federal Reserve Bank (Fed) Chair Jerome Powell, noting that interest rate cuts 

in 2024 are now being pencilled in, were the key drivers. Australian shares also followed this trend, rising 8.4% over 4Q23. The lift in risk appetite and 

lower bond yields led to a strong performance in the Materials, Real Estate, and Healthcare sectors.

 

Government bond yields ended the December quarter lower on the back of these dovish signals from the Fed, as well as the US Treasury announcing 

a lower-than-expected increase in the issuance of longer-dated bonds. The US 10-year government bond yield declined by a substantial 71bps to 

3.87% p.a. over the period. Similarly, the Australian 10-year yield decreased by 59bps to 3.90% p.a., as local investors began to anticipate RBA interest 

rate cuts in 2024. Weaker 3Q23 GDP data and a moderation in business confidence also contributed. The Australian dollar (AUD) appreciated against 

the weakening US dollar (USD), with the Fed’s rhetoric shifting expectations across currency markets.

 

Commodity markets showed a mixed performance over the final quarter for 2023. Oil prices remained on a downward trajectory, dropping 18.6% to a 

six-month low of US$77.69/barrel at end-December. A performance attributed to weakening global demand and strength in non-OPEC oil supply. On 

the flipside, Industrial Metals prices were stronger over the quarter. Iron Ore gained 19.2%, driven by positive sentiment towards the recent 

developments in the Chinese economy. Similarly, copper prices rose 3.8% during the quarter, fuelled by optimism for further Chinese stimulus and 

signs of improvement in manufacturing activities in the country. The precious metals sector saw gold prices rise 11.2% to US $2,065.45/oz, a return 

aligned to USD weakness and growing anticipation of interest rate cuts in 2024.

 

Portfolio Update 

The portfolio delivered a return of 3.73% for the December quarter compared to its benchmark return of 1.40%.

 

Global sovereign bond performance was mostly positive over the December quarter. After a rough start, where the US 10-year bond yields peaked at 

~5.0% mark in October, yields declined sharply from early November. A combination of softer inflation and economic data fed through to a distinct 

change in tone from the US Fed, leading to a downswing in market expectations for interest rate cuts in the upcoming year.

 

Credit spreads widened in early October due to risk-off sentiment on the back of elevated government bond yields and global uncertainty in the 

context of an emerging Middle East conflict. However, spreads tightened later in the quarter, as market participants shifted expectations towards a 

soft-landing scenario for the US economy. Higher demand and lower levels of issuance for higher yielding investment-grade bonds was also 

supportive.

Portfolio
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$100000

$105000

$110000

30/09/2022 - 31/12/2023 Powered by data from FE fundinfo
Sep 22 Mar 23 Sep 23

$100,000 invested since 30/09/2022



 

Domestically, bond yields across maturities declined in line with the global bond markets. Consequently, the Bloomberg Ausbond Treasury Index 

gained 4.0%. The domestic credit market, as tracked by the Bloomberg Ausbond Credit Index, also experienced gains with a rise of 3.2% over the 

quarter.

 

The PIMCO Global Credit fund returned 6.1%, outperforming its benchmark. The strategy offers investors high-yield global corporate bond exposures, 

which diversifies the growth asset and core fixed interest positions in the portfolio. As such, the fund's overweight to Australian duration and exposure 

to Agency MBS contributed positively to performance, as rates rallied over the period. The Colchester Global Government Bond fund returned 6.5% 

over the quarter with its overweight bond exposure to Mexico, New Zealand and Colombia being the key contributors to performance. The T. Rowe 

Price Global Dynamic Bond fund returned -0.4% over the quarter with its duration management a key detractor to performance, as the sharp rally in 

risk and duration over November and December offset gains posted in October.

 

Portfolio changes during the quarter: 

Over the quarter, Mercer introduced the Coolabah Floating-Rate High Yield fund to improve the breadth of the portfolio’s Fixed Income manager suite. 

The strategy focusses on generating higher income than other traditional fixed income investments by investing in a portfolio of investment-grade 

Australian floating rate notes (FRNs) issued by Australian banks and insurance companies with enhanced yields.

 

In line with Mercer’s Dynamic Asset Allocation views, the nominal duration position of the portfolio was increased by lifting allocations to the T. Rowe 

Price Dynamic Global Bond fund and Colchester Global Government Bond fund. This was funded from Cash and exiting the Pendal Short Term Income 

Securities fund.

 

Finally, the allocation to the UBS Cash Fund was removed from the portfolio and switched into the Macquarie Cash Fund due to its more competitive 

fee.

 

Market Outlook 

Australian economic growth has proven resilient in recent quarters with several supporting factors. Households spending excess savings, population 

growth via immigration, a significant proportion of mortgages on (low) fixed rates and government expenditure have all been complementary. 

However, we expect growth to moderate as these stimuli diminish and the impact of higher interest rates flows through. Further, whilst inflation is 

expected to ease, the pace of decline is unlikely to be at the rate in other developed economies due to residential rental market pressures. We note 

that risks point towards a sharper slowdown in economic activity compared to expectations. Therefore, market pricing for two interest rate cuts in 

2024 may prove to be fewer, and potentially slower, than what will ultimately occur.

 

Globally, we anticipate resilient growth, although it may vary across regions. Developed economies are expected to experience a moderation in 

economic performance due to tighter financial conditions. On the other hand, China is expected to see stronger growth driven by supportive fiscal, 

monetary and regulatory policies, as well as a turnaround in the manufacturing inventory cycle and a potential stabilisation in the housing sector. 

Other emerging economies are also expected to benefit from the current easing cycle in their central bank monetary policy settings.

 

In terms of asset class perspectives, we maintain a cautious view on developed markets due to high valuations and an optimistic earnings outlook. We 

hold a favourable view on emerging markets, which offer attractive valuations and more promising economic prospects. Domestically, considering the 

relative risks associated with interest rate expectations, we find Australian sovereign bonds attractive, despite the persisting risks posed by volatility in 

global sovereign bond markets.

 

3 A significant percentage of assets comprising this portfolio are only available through the managed portfolios and therefore can’t be transferred out of the MyNorth 
Managed Portfolio Scheme. For more information relating to restrictions that may apply to asset transfers, refer to the ‘Transferring assets in and out of your Portfolio’ in 
Part 1 of the MyNorth Managed Portfolios PDS.
Important Information  
NMMT Limited (ABN 42 058 835 573 AFS License 234653), is the responsible entity of MyNorth Managed Portfolios (ARSN 624 544 136) (Scheme). To invest in the Scheme, 
investors will need to obtain the current Product Disclosure Statement (PDS) which is available at northonline.com.au. The PDS contains important information about 
investing in the Scheme and it is important investors consider their circumstances and read the PDS before making a decision about whether to acquire, continue to hold 
or dispose of interests in the Scheme. This quantitative report has been prepared for the purpose of providing general information, without taking account of any 
particular investor’s objectives, financial situation or needs. Although the information is from sources considered reliable, AMP doesn’t guarantee that it’s accurate or 
complete. You shouldn’t rely upon it and should seek professional advice before making any financial decision. Except where liability under any statute can’t be excluded, 
AMP doesn’t accept any liability for any resulting loss or damage to the reader or any other person. MyNorth Managed Portfolios are not sponsored, endorsed, sold or 
promoted by Morningstar, Inc. or any of its affiliates (all such entities, collectively, “Morningstar Entities”). The Morningstar Entities make no representation or warranties 
regarding the advisability of investing in managed portfolios generally or in the MyNorth Managed Portfolios in particular, or the ability of the Morningstar Benchmarks to 
accurately represent the asset class or market sector that it purports to represent. The Morningstar Entities and their third party licensors do not guarantee the accuracy 
and/or the completeness of the Morningstar Benchmarks, and the Morningstar Entities and their third party licensors shall have no liability for any errors, omissions, or 
interruptions included therein. The S&P/ASX 20 TR Index, S&P/ASX 200 TR Index, S&P/ASX 200 A-REIT TR Index, S&P/ASX 200 Industrials TR Index, S&P/ASX 300 TR Index, 
S&P/ASX 300 TR Index excluding S&P/ASX 20 TR Index, S&P/ASX Small Ordinaries TR Index, S&P/ASX 100 TR Index (“Index”) is a product of S&P Dow Jones Indices LLC, its 
affiliates and/or their licensors and has been licensed for use by NMMT Limited. Copyright © 2021 S&P Dow Jones Indices LLC, its affiliates and/or their licensors. All rights 
reserved. Redistribution or reproduction in whole or in part are prohibited without written permission of S&P Dow Jones Indices LLC. For more information on any of S&P 
Dow Jones Indices LLC’s indices please visit www.spdji.com. S&P® is a registered trademark of Standard & Poor’s Financial Services LLC and Dow Jones® is a registered 
trademark of Dow Jones Trademark Holdings LLC. Neither S&P Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC, their affiliates nor their third party licensors 
make any representation or warranty, express or implied, as to the ability of any index to accurately represent the asset class or market sector that it purports to represent 
and neither S&P Dow Jones Indices LLC, Dow Jones Trademark Holdings LLC, their affiliates nor their third party licensors shall have any liability for any errors, omissions, or 
interruptions of any index or the data included therein.
These partnered managed portfolios are only available to you, if at the time you made your application, you are a client of Coral Coast Financial Planning Pty Ltd (Coral 
Coast Financial Planning) (ABN 18 108 580 794, AFSL 232705). If you cease to be a client of Coral Coast Financial Planning you will no longer be eligible for access to these 
partnered managed portfolios. We will close your Portfolio within the Scheme and transfer the underlying assets in your Portfolio to your North Platform account or realise 
the underlying assets to cash and transfer this cash to your North Platform account. For more information relating to restrictions that may apply to these partnered 
managed portfolios, refer to the ‘Eligibility” in Part 1 of the MyNorth Managed Portfolios PDS.
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