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International investing – can it enhance 
your portfolio returns? 
 
Investment returns from US shares have 
outperformed the All Ords returns by 60% 
over the last two year period. This has 
resulted in many commentators highlighting 
the benefits of having international shares in 
portfolios.  
 
There is now a range of products available to 
retail clients. 
  

 

Reasons for international investing 
The primary reason for investing overseas is to gain exposure to certain industries and global companies that are not 
available on the ASX; these include the large pharmaceutical, consumer discretionary and technology companies, 
such as Danone, Unilever, NESTLE, Pfizer, IBM and eBay. The Australian All Ords is highly concentrated with the 
major banks and leading resource companies comprising more than 60% of the total market capitalisation. The 
Australian sharemarket represents only 2% of the total world sharemarket value. 
 
It is important to note that the dividend yield on international shares is much lower than what is available from 
Australian shares, and there are no franking credits available on dividends from overseas companies. There may also 
be some withholding tax on income from international shares.   
 
The timing effect 
Over the long term the Australian All Ords performance has been similar to that of the global MSCI index. However 
there have been periods when Australian shares have significantly outperformed, e.g. the years 2003 to 2007. In 
recent years the US market has achieved superior returns. 
 
The currency effect 
Currency movements can have a major impact on performance irrespective of the share price movements of the 
actual companies. This is highlighted in the chart below which records the return on the MSCI World Index as 
measured in both Australian Dollars and in US Dollars. The MSCI Index is the accepted measure of total global 
performance. 

 
Source: IRESS, Morgans Tynan Partners 
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International investing – what are the options 
 

Method Description 

ASX-listed 
multinationals 

For many investors, exposure to ASX-listed companies with significant offshore or foreign 
currency earnings (e.g. BHP, Brambles, CSL) will provide sufficient exposure to the world 
economy, but without the benefits of diversifying outside the ASX (currency and country risk). 

Direct International 
Shares 

Diversification is expensive to achieve through direct ownership of individual stocks, however 
this may suit targeted opportunities (e.g. Apple) or theme investing (e.g. US housing  
recovery). 

Unlisted Managed 
Funds 

There are several actively managed specialist International Funds on our Recommended 
Products List as per Morningstar’s ratings. Examples include Magellan Global Fund, Walter 
Scott Global Equity and Platinum International Fund. 

Listed Investment 
Companies (LICS) 

These are similar to managed funds but offer greater transparency and easier administration 
due to their listing on the ASX. Examples include Magellan Flagship Fund (MFF), Ellerston 
Global Investments Limited (EGI) and Hunter Hall Global Value Limited (HHV). 

Exchange Traded 
Funds (ETFs) 

ETFs are the lowest cost and most transparent way to get exposure to international indices 
however there is no active stock selection so expect index-like returns. There are a growing 
list of ETFs available for different geographies and industries. Examples include Vanguard 
US Total Market ETF (VTS), iShares Global Consumer Staples ETF (IXI). They are traded 
on the ASX like ordinary shares.  

 
As noted above the appreciation of the $US (and corresponding devaluation of the $A) has significantly added to the 
performance of the overseas shares over the past two years. Further interest rate cuts in Australia are likely to result 
in a drop in the $A. The Morgans  economist, Michael Knox, believes there will be up to 3 further interest rate cuts in 
the next 12 months and that the $A will fall further. In this event it would be advantageous to have an investment in 
international markets, however as the $A has already moved significantly the prospects of a repeat of the last 2 years 
is less likely. 
 
 

 
We see merit in having some exposure to international shares for a number of reasons. However clients 
should be aware that currency movements can be critical in the outcome.       
 
 
 

If you would like to understand how international investing could work as part 
of your wealth management strategy, please feel free to contact your adviser 
at Morgans Tynan Partners on (07) 3152 0600 or 1300 328 856. 
 
 

  
 
 
DISCLAIMER 

This report was prepared by Max Tynan (Authorised Representative: 468544) through independent research facilities as a private communication to clients 
and was not intended for public circulation, publication or for the use of any third party, without the prior written approval of Max Tynan. It does not constitute 
advice to any person. The views expressed here are those of the author and do not necessarily reflect those of Morgans Limited (ABN 49 010 669 726), its 
related bodies corporate, directors and officers, employees, authorised representatives and agents (“Morgans”). Morgans may publish research on the 
company/s named here, which will be forwarded on request. While this report is based on information from sources which Max Tynan considers reliable, its 
accuracy and completeness cannot be guaranteed. Any opinions expressed reflect Max Tynan’s judgement at this date and are subject to change. 
Morgans does not accept any liability for the results of any actions taken or not taken on the basis of information in this report, or for any negligent 
misstatements, errors or omissions. This report is made without consideration of any specific client’s investment objectives, financial situation or needs. It is 
recommended that any persons who wish to act upon this report consult with their investment adviser before doing so. This report does not constitute an 
offer, or invitation to purchase, any securities and should not be relied upon in connection with any contract or commitment whatsoever. 
 
DISCLOSURE OF INTEREST 

Max Tynan and Morgans advise that they and persons associated with them may have an interest in the above securities and that they may earn brokerage, 
commissions, fees and other benefits and advantages, whether pecuniary or not and whether direct or indirect, in connection with the making of a 
recommendation or a dealing by a client in these securities, and which may reasonably be expected to be capable of having an influence in the making of any 
recommendation, and that some or all of the Authorised Representatives may be remunerated wholly or partly by way of commission.  


