
Lessons from 
history

Investment series

The achievement of your financial objectives largely depends on the structure 
of your portfolio. The balance between investments which can provide capital 
growth (such as shares) and those more orientated toward investment income 
(such as fixed interest and cash) is crucial.

What are the main asset classes?
The asset classes are the building blocks of your investment 
strategy. Whichever investment options you select, your money 
will be invested in one or more of the main asset classes ‑ cash, 
fixed interest, shares and property. The risk and return you can 
expect from each asset class is detailed briefly below.

Cash generally refers to investments in bank bills and 
similar securities which have a short investment time frame. 
Cash investments generally provide a stable return, with low 
potential for capital loss.

Fixed interest securities, such as bonds, generally operate 
in the same way as loans. You pay cash for the bond and 
invreturn you receive a regular interest payment from the bond 
issuer for an agreed period of time. The value of the bond 
can fluctuate based on interest rate movements. When the 
bond matures, the loan is repaid in cash. Historically, bonds 
have provided a more consistent but lower return than shares.

Property generally involves buying a property directly or 
investing in property securities. Each property security holds 
real property investments in sectors such as office, industrial 
and retail. Property securities are generally listed on a 
stock exchange and are bought and sold like shares. 

Shares represent a part ownership of a company and are 
generally bought and sold on a stock exchange. Shares are 
generally considered to be more risky than the other asset 
classes because their value tends to fluctuate more than other 
asset classes. However, over the longer term they have tended 
to outperform the other asset classes.

Lessons from history
The table below shows annual returns from each of the main 
investment types over the last 20 years – Australian and global 
shares, property securities, fixed interest and cash. It shows 
how returns can vary from year to year and in particular how 
much they tend to fluctuate. You will notice some very strong 
performance results from different investments in particular 
years – but how can you know how an asset sector will perform 
in the future?

History also shows that there is no reliable pattern to the 
returns from year to year. Chasing last year’s best performing 
asset class can be a recipe for disaster as last year’s ‘winner’ 
is just as likely to be this year’s ‘loser’. A more even approach 
is to spread your investments across more than one asset 
class. This can help even out your returns over time.

The table below shows annual returns can have both positive 
and negative extremes. To better understand these extremes, 
consider the graph below. This shows the range of annual 
returns over the past 20 years to 30 June 2010.
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Source: IRESS, Colonial First State. Data to 30 June 2010.   
Past performance is not an indication of future performance. 



What makes returns vary 
from year to year?
Variability in returns from one year to the next can be caused 
by many factors and can vary from one investment type 
to another. Some of these factors are unique to an individual 
asset, such as changes in management, corporate strategy 
or profit announcements on a particular share. Some are 
external, such as economic activity, the level of interest rates, 
world events and general investor sentiment.

     

need more information?

Please speak with your financial adviser or visit our website at colonialfirststate.com.au . Alternatively, you can contact us: 
Enquiries about existing investments, please call 13 13 36. Enquiries about new investments, please call 1300 360 645

1  The hypothetical Diversified portfolio is constructed with 35% Australian Shares, 25% Global Shares, 10% Australian Property Securities, 25% Australian Fixed Interest and 5% Cash. 
Please note that this column in the chart does not represent returns from any Colonial First State Diversified option. Each Colonial First State Diversified option has a different asset 
allocation from the hypothetical diversified portfolio used above.

This document provides general information only and does not take into account your individual objectives, financial situation or needs. You should assess whether the information is 
appropriate for you and consider talking to a financial adviser before making an investment decision. Investment products are subject to risk including the loss of income and capital 
invested. Past performance is not an indicator of future performance. Colonial First State Investments Limited ABN 98 002 348 352, AFS Licence 232468 receives fees. 
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Australian shares Global shares
Property  
securities

Australian 
fixed interest Cash Diversified

Year to 

30 June 2010
S&P/ASX 300  
Accumulation

MSCI World 
– Net Divs in A$

S&P/ASX 200  
Property  
Accummulation

UBS Australian 
Comp Bond 
All Maturities

UBS  
Australian 
Bank Bill

Non actual

return1

Jun 1991 5.86% ‑1.84% 7.70% 22.36% 13.51% 9.12%

Jun 1992 13.04% 7.22% 14.74% 22.05% 9.00% 13.93%

Jun 1993 8.66% 31.34% 17.08% 13.93% 5.91% 16.37%

Jun 1994 15.52% 0.21% 9.81% ‑1.13% 4.93% 6.56%

Jun 1995 6.44% 14.07% 7.90% 11.88% 7.10% 10.07%

Jun 1996 14.32% 6.67% 3.62% 9.45% 7.75% 9.88%

Jun 1997 26.84% 28.46% 28.53% 16.76% 6.77% 23.95%

Jun 1998 0.96% 41.58% 9.97% 10.88% 5.11% 14.11%

Jun 1999 14.14% 8.21% 4.31% 3.28% 5.04% 8.74%

Jun 2000 18.15% 23.69% 11.91% 6.17% 5.58% 15.44%

Jun 2001 9.11% ‑5.82% 13.91% 7.42% 6.08% 5.39%

Jun 2002 ‑4.54% ‑23.26% 14.85% 6.21% 4.66% ‑4.65%

Jun 2003 ‑1.61% ‑18.28% 12.15% 9.78% 4.97% ‑1.53%

Jun 2004 21.73% 19.38% 17.24% 2.33% 5.30% 14.88%

Jun 2005 26.03% 0.57% 18.10% 7.79% 5.64% 12.98%

Jun 2006 24.02% 19.97% 18.05% 3.41% 5.76% 16.25%

Jun 2007 29.21% 8.23% 25.87% 3.99% 6.42% 15.83%

Jun 2008 ‑13.67% ‑21.03% ‑36.35% 4.42% 7.34% ‑12.69%

Jun 2009 ‑20.34% ‑16.31% ‑42.27% 10.82% 5.48% ‑13.01%

Jun 2010 13.10% 5.50% 20.40% 7.90% 3.90% 10.50%

Jun 2011 11.90% 3.00% 5.80% 5.50% 5.00% 7.20%

Source: IRESS, Colonial First State, RIMES.

This table does not represent the performance of any Colonial First State option. It has been prepared by Colonial First State using the figures from those indices most commonly 
chosen by investment professionals to measure performance of investment markets. Market indices, or benchmarks as they are often called, reflect an average of all investments 
making up the relevant index – both good and bad. These figures represent past returns only and are not an indicator of future returns. 

The figures for global shares are expressed in Australian dollars. The above returns cannot be directly compared to an individual Colonial First State fund’s return as they do not include 
allowances for fees or taxation. Indices used for percentage return over rolling 1 year. Source: UBS Australian Bank Bill Index (91 day Commonwealth Treasury Note Index pre Jan 1989), 
UBS Australian Composite Bond Index (CBBI All Series pre Oct 1989), S&P/ASX 200 Property Accumulation Index (ASX Property Accumulation Index pre April 2000), S&P/ASX 300 
Accumulation Index (ASX All Ordinaries Accumulation Index pre April 2000), MSCI World Net Index (A$). All dividends reinvested excluding fees and charges. Diversified portfolio based 
on: 35% Aust Shares, 25% Global Shares, 10% Property Securities, 25% Fixed interest, 5% Cash. Please note: index performance only, figures do not represent any Colonial First State 
Funds. Past performance is not an indicator of future performance.


