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Key Takeaways:
•
•
•

Infrastructure assets are considered by many advisers as
ideal for retirees
CORE gives a cost effective, diversified and international
exposure to this sector
CORE has outperformed many active funds over the
past year, debunking the myth that active is always best
in this sector
a

Introduction
As an adviser you’ll be well aware that one of the main investment goals for retirees is stable income
streams.
That’s why infrastructure assets have long been a favourite equity asset class for savvy retiree
portfolios as the types of company involved normally have a dominant/monopolistic position in an
area of infrastructure where demand is predictable, reliable and inelastic (usage does not change
much regardless of the economic cycle) and the reason why we launched the ETFS Global Core
Infrastructure ETF – CORE.
Unfortunately, though, infrastructure is often very underrepresented in Australian investor portfolios
with many advisers saying “It’s boring. It doesn’t do anything”.
This is actually the point of infrastructure assets though. Not to reach giddy heights, but not to fall to
incredible lows. To produce stable income with low volatility. Precisely what many retirees want.
In this short article we debunk the myth that infrastructure must be played via active managers. We
also show why CORE could solve for many retiree investors’ “infrastructure” allocation.
CORE vs Active
There is common belief that infrastructure is best invested in via active managers. Many believe that
infrastructure requires a fund manager to explore every dam and toll road personally to ascertain
whether it is suitable for investment, but the performance of some index tracking funds would suggest
this is simply not the case. This is illustrated when we compare CORE to Macquarie, Magellan and
RARE’s fund returns over the last year, with CORE’s simple low volatility, unhedged strategy winning
out over this period.
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RARE Infrastructure Value Fund - Unhedged (AUD, NAV, TR)
Magellan Infrastructure Fund - Hedged (AUD, NAV, TR)
Source: Bloomberg 30th September 2018

Simple Low Volatility Strategy
So how does CORE work? CORE is the only infrastructure ETF in Australia that runs a ‘smart-beta’
strategy to dynamically adjust its portfolio to reflect prevailing market conditions. It does so by
tracking the Solactive Global Core Infrastructure Low Volatility Index (the ‘Index’). The strategy of
the Index aims to outperform the wider infrastructure market by investing in stocks with the lowest
realised volatility. These stocks are likely to be the ones with the most “desirable” qualities for
infrastructure investors; i.e. stable returns with lower correlation to the wider equity markets.
CORE - Index Methodology

Source: Solactive October 2018
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Truly Global

Source: Solactive (after September 2018 rebalance)

Additionally, unlike many other infrastructure funds, which have an overweight to the US, CORE is
truly global with the US underweight vs the MSCI benchmark. This allows infrastructure projects
with revenues from other diverse regions to contribute to the overall performance.
Truly Diverse
Furthermore, CORE does not have significant concentration in any one company. The top ten stocks
represent only 21% of the portfolio, meaning no one stock is able to significantly impact performance.
Other well-known infrastructure funds have more like 30% to above 50% allocations to their top ten
holdings. This type of top-heavy strategy can be risky and expose investors to risks of companyspecific events that are avoided by holding a more diversified portfolio.

Source: Solactive (after September 2018 rebalance)
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Summary
In summary, infrastructure assets are considered by many to be a stable source of income returns.
However, most Australians are too quick to turn to Australian only infrastructure solutions like
Transurban. Additionally, many investors believe that active managers are the best way to get returns
from infrastructure. This may be the case sometimes but certainly not all the time and an ETF like
CORE offers an effective, simple and cost-efficient alternative to the “usual” routes to get
infrastructure exposure.
ETFS Global Core Infrastructure ETF Factsheet
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This document is communicated by ETFS Management (AUS) Limited (Australian Financial Services Licence Number 466778) (“ETFS”). This
document may not be reproduced, distributed or published by any recipient for any purpose. Under no circumstances is this document to be used or
considered as an offer to sell, or a solicitation of an offer to buy, any securities, investments or other financial instruments and any investments should
only be made on the basis of the relevant product disclosure statement which should be considered by any potential investor including any risks
identified therein.
This document does not take into account your personal needs and financial circumstances. You should seek independent financial, legal, tax and
other relevant advice having regard to your particular circumstances. Although we use reasonable efforts to obtain reliable, comprehensive information,
we make no representation and give no warranty that it is accurate or complete.
Investments in any product issued by ETFS are subject to investment risk, including possible delays in repayment and loss of income and principal
invested. Neither ETFS, ETFS Capital Limited nor any other member of the ETFS Capital Group guarantees the performance of any products issued
by ETFS or the repayment of capital or any particular rate of return therefrom.
The value or return of an investment will fluctuate and investor may lose some or all of their investment. Past performance is not an indication of
future performance.
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