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Income from global portfolio diversification
Australian investors, like many around the world, have a pronounced home bias when investing - this is
particularly true when building retirement or income orientated portfolios.
While this is understandable given our familiarity with local companies and the attraction of franking credits, it
may compromise a portfolio’s ability to achieve its long term objectives.
Firstly, investors miss out on a world of potential opportunities. Australia represents only around 2% of the
global share market capitalisation. A larger global allocation vastly increases the flexibility available for investors
to generate appropriate levels of total return. It also increases opportunities for investors to meet their
investment objectives over the long term and may reduce the risk of investors outliving their capital.
Secondly, a heavy reliance on Australian exposure to deliver income risks incurring a shortfall when investors
can least afford it. The adage “don’t put all your eggs in one basket” comes to mind. When close to, or in,
retirement, the ability to generate additional income in the event of an unexpected shortfall (such as a sharp
drop in interest rates, a dividend cut or a change in tax policy) is more limited compared to the accumulation
phase (where time is on the investor's side). Consequently, it is prudent for investors to construct a portfolio
with as many differentiated sources of income as possible.
As demonstrated in the chart below, dividends fell sharply across Australian equities during the Global Financial
Crisis with traditional sources of equity income such as Financials, Energy or AREITs, significantly cutting their
returns. Conversely, dividends from global listed infrastructure steadily rose. Infrastructure’s ability to generate
income is determined by the regulation and contractual structures in place and is much more closely linked to
the growth in the underlying assets than it is to the strength or weakness of the economy. For investors, this is
what delivers stable cash flow and greater capital stability.
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22% and 43% respectively.

350
300
250
200
150
100
50
0

2006

2007

2008

2009

2010
A-REIT

2011

2012

Infrastructure

2013

2014

2015

2016

2017

2018

All Ords

*

The S&P/ASX 200 A-REIT is used as a representative Australian Real Estate Invesmtent Trusts.
* All Ords – ASX All Ordinaries Index, Local, Bloomberg (Index Code – AS30 INDEX)
* Infrastructure – RARE Core Universe, Local, FactSet Research Systems (Portfolio Code – CLIENT: CORE_LIST)
Past performance is not ian indicator of future performance.
Source: FactSet and RARE Infrastructure.

The RARE Infrastructure Income Fund seeks to deliver reliable, steady income targeting 5% pa (net of withholding tax) by
investing in global listed infrastructure while diversifying an investor’s portfolio across economic conditions, regulatory
regimes and political environments.
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are subject to change at any time. Where an investment product is mentioned, potential investors should seek independent advice
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has not been approved or verified by the SEC or the OSC. RARE Infrastructure operates in the EEA through Legg Mason Investments
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D04 EP27, Ireland. Registered in Ireland, Company No. 271887. Authorised and regulated by the Central Bank of Ireland. This
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