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PORTFOLIO MODEL – Quarter 4, 2023 Report  

Markets Review  

Global markets 

All three major US indices closed higher in the month, with the Dow Jones and S&P 500 nearing record highs 
following the US Federal Reserve’s dovish (cautionary) pivot. With US Treasury yields falling and strong labour 
market data, investors ended the year growing more confident of a possible “soft landing” where the US economy 
avoids a recession. 

US inflation eased slightly to 3.1% from 3.2% and US Treasury secretary Janet Yellen confirmed inflation was coming 
down “meaningfully.”  

Providing a boost to markets, the Fed kept interest rates on hold at a 22-year high and announced a more dovish 
forecast, pointing to 75 basis points worth of cuts next year. The decision to hold rates at 5.25% - 5.5% was 
accompanied by the dot plot, which showed rates at 4.5% -4.75% at the end of 2024. 

The UK equity market closed higher in December despite disappointing gross domestic product (GDP) releases. The 
UK market also closed up for the year, trailing rival markets in Europe and US.  

The Bank of England (BoE) held interest rates at 5.25%, a 15-year high. The Monetary Policy Committee (MPC) said 
interest rates would be higher for an “extended period of time,” with the governor of the BoE Andrew Bailey adding 
there was still some way to go before inflation hits its target. 

The Office for National Statistics (ONS) figures showed UK inflation, driven by slowing fuel, food and recreation 
prices, fell sharply to 3.9% in November, down from 4.6%. The bigger than expected fall has brought forward market 
expectations of a rate cut to the first half of 2024. 

UK GDP fell unexpectedly in October, falling 0.3% between September and October due to lower services activity 
and contracting manufacturing and construction output.  

European equity markets wrapped up a strong year by moving higher in December driven by hopes of more 
accommodative monetary policy from major central banks next year. Real estate, industrials and materials were the 
best performing sectors over the month, while energy was the only sector to post negative returns as lower oil price 
weakened the sector. 

In line with expectations, the European Central Bank (ECB) kept interest rates at 4.0% for the second consecutive 
meeting. Although the ECB forecast consumer price growth would continue to decline gradually over the next year, 
markets are pricing in a rate cut in March 2024. 

The flash purchasing managers’ composite index (PMI) for the eurozone fell to 47, below expectations and down 
from the previous month of 47.6. The index, which measures activity at both services and manufacturing companies 
across the eurozone, is below 50, indicating businesses are contracting. 

While the eurozone inflation rate was at 2.4% in November, close to the ECB’s 2% target, some economists expect a 
small uptick in the coming months due to some tax changes and a lower basis of year-on-year comparison.  

Asian equity markets rose with all countries registering gains except China. The top performing markets in the region 
were Australia, India and Singapore. Sector performance was broadly strong with utilities, materials and real estate 
steering while communication services detracted. 
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In China, communication services, health care and real estate were the weakest performing sectors, while utilities 
and information technology registered modest returns. Credit ratings agency Moody’s cut China’s credit outlook, 
citing risks to growth and a property sector crisis. Concerns about the Chinese economy were highlighted in early 
December following a report that Chinese borrowers were defaulting on loans at record numbers. 

Australian equity markets were the standout performer across the wider Asia-Pacific region with all sectors positive 
over the period. Third quarter GDP was revised up to 2.1%, and the Reserve Bank of Australia (RBA) elected to keep 
rates unchanged in in December at 4.35%, in line with forecasts. Relative to its developed markets peers, the 
Australian market has consistently proven volatile and maintained a lagging position (as illustrated in the chart 
below). Perhaps its saving grace is the comparatively high dividend yield Australian shares pay. 

Fixed Income 

Growing confidence that leading central banks could cut interest rates in 2024 due to falling inflation rates boosted 
the performance of global bond markets in December. US treasuries, UK gilts and German bunds returned 3.41%, 
5.78% and 3.36% respectively. (ICE BofA data, local currency returns). The strong year-end rally ensured that 2023 
was a positive year for sovereign bonds.           

Investor optimism that US borrowing costs are heading lower was bolstered by the Fed’s preferred measure of 
inflation falling more than expected in November. The cooling inflation rate came after the Fed signalled 75 basis 
points (bps) of interest rates cuts for 2024, raising hopes that the US economy is set for a soft landing (a cyclical 
slowdown that avoids a recession). 

In contrast to the Fed’s dovish tone, ECB President Christine Lagarde pushed back on imminent cuts to interest rates 
by reaffirming that borrowing costs would remain at record highs, despite lower inflation expectations. 
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IndexInvest Global Growth Portfolio model – Sector Allocations 

Sector % Sector % 
Financials 33.4 Communication Services 8.2 
Information Technology 17.5 Health Care 6.6 
Consumer Discretionary 14.0 Materials 3.8 
Cash 10.9 Industrials 1.9 
Real Estate 3.5   
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Performance Details 

 
 
Portfolio Performance - ending 31 December, 2023 

Portfolio 1 Month 3 months 6 months Inception (p.a.)* 

IndexInvest Global Growth portfolio model 6.61% 11.13% 12.91% 24.72% 

S&P ASX200 Accumulation Index - Benchmark 7.30% 8.40% 7.57% 8.70% 
Excess over Benchmark -0.69% 2.73% 5.34% 16.02% 

*Inception date: 28 March 2023. Before fees. 

Top 5 holdings 
 % 
Fairfax Financial Holdings (FFH.TSX) - Toronto 5.42 
Mastercard (MA.NYSE) - New York 4.25 
Visa (V.NYSE) - New York 4.25 
KKR & Co (KKR.NYSE) - New York 4.57 
Mineral Resources (MIN.ASX) - Sydney 3.79 
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Important Information 

Performance Data 

The performance figures represent past performance of the model portfolios. Past performance is not indicative of future performance. 
Performance for periods longer than a year have been annualised and represent cumulative (i.e. compounded) returns. Performance is 
calculated to the last business day of the quarter. Performance does not include brokerage fees and commissions that may be incurred in the 
trading of securities within each model portfolio. 

Performance figures include fund management fees and expenses of the ETFs included within a model portfolio and assume the reinvestment 
of distributions of any such ETF. Performance figures do not include investment management fees, if any, to be applied by IndexInvest. 
Performance returns do not reflect any management fees, transaction costs or expenses applied by product issuers.  

Important Information 

Issued by IndexInvest Pty Ltd ABN 68 112 875 617, Authorised Representative no. 338955. 

This material is not intended for distribution to, or use by any person or entity in any jurisdiction or country where such distribution or use would 
be contrary to local law or regulation. IndexInvest is a part of the Holzworth Partners group which comprises of accountants, lawyers, financial 
advisers. IndexInvest acts as an investment manager in Australia. IndexInvest does not offer financial products to persons in New Zealand who 
are retail investors (as that term is defined in the Financial Markets Conduct Act 2013 (FMCA)). This material does not constitute or relate to 
such an offer. To the extent that this material does constitute or relate to such an offer of financial products, the offer is only made to, and 
capable of acceptance by, persons in New Zealand who are wholesale investors (as that term is defined in the FMCA). 

This material provides general information only and does not take into account your individual objectives, financial situation, needs or 
circumstances. Before making any investment decision, you should therefore assess whether the material is appropriate for you and obtain 
financial advice tailored to you having regard to your individual objectives, financial situation, needs and circumstances. 

This material is not a securities recommendation or an offer or solicitation with respect to the purchase or sale of any securities in any jurisdiction.  

No part of this material may be reproduced or distributed in any manner without the prior written permission of IndexInvest. 

© 2021 IndexInvest Pty Ltd. All Rights reserved. IndexInvest and the stylised logo are unregistered trademarks of IndexInvest. 


