Investment risk, return and volatility
The fundamentals of investing

“ Volatility
 is common
when it comes to
investing; it only
becomes an issue
when there are
wide fluctuations
that investors feel
uncomfortable
about ...

”

Let’s start with the basics of investing, risk and return. The relationship between risk and return is pretty straightforward – the
greater the potential return, the higher the risk. Our investment options are designed to deliver a targeted long-term return.
We know that a certain level of risk is needed to achieve a given level of return. Risk is often recognised as volatility, and not
everyone is comfortable with extreme volatility.
One of the main ways to manage volatility is to diversify your investments by investing money across a number of asset
classes, sectors, regions and managers to reduce your reliance on the performance of any one of these variables. This strategy
generally works well over long periods especially when investment markets are relatively stable. But even with a well-diversified
investment strategy, you can experience significant downturns during extreme market events (like the Global Financial Crisis).

Volatility is to be expected
and managed

About our Managed Volatility
Process

Volatility is commonplace when it comes to investing,
particularly in growth assets; it only becomes an issue when
there are wide fluctuations that investors feel uncomfortable
about.

To help members who want investment growth but have
less tolerance to market volatility, the Fund offers an
optional feature available in the Growth option which aims
to provide a smoother investment journey during periods of
extreme market volatility.

One response to extreme volatility is to manage volatility
to a target level and reduce the downside exposure of your
investment. Certain investment strategies can hedge assets
such as financial futures contracts* in an effort to stabilise
investment volatility and still maintain strong exposure to
potential growth cycles. By continuously monitoring and
reacting to specific changes in the investment markets, this
strategy assists in targeting a specific volatility level.
* A futures contract is an agreement to buy or sell a
specified asset at a specified future date for a price agreed
upon today. Sharemarket futures allow investors to trade
movements in the whole sharemarket index without having
to buy or sell the shares of every company.

It’s called the ‘Managed Volatility Process’ (MVP), and you
can add it to the Growth option. The underlying investments
of the Growth option are still the same, but the MVP is an
overlay that places more emphasis on managing volatility.
While the MVP feature is only available as an add-on with
the Growth option, the MVP approach is also effectively
embedded into the investment strategy of the Moderate
option to provide cushioning against downside risk.
The MVP is designed to more actively manage risk
during periods of extreme market volatility.

The Managed Volatility Process aims to:
 provide a smoother investment experience by reducing the impact of extreme market volatility

 protect your super balance by cushioning significant drops in the market
 improve the potential for consistent investment growth
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While the MVP can reduce the impact of downside risk, it can also reduce the height of upside results. All investments
carry a degree of risk, and risk can never be completely eliminated without giving up some potential return. It’s
important to note that the MVP is not expected to address cyclical or random drops in the markets; rather it is a process
that kicks in during an extreme market event similar to the Global Financial Crisis. It’s designed to more actively manage
risk during periods of extreme market volatility. While the chance of a negative return is similar, the magnitude of the
negative return in ‘down’ markets is expected to be smaller.
The investment strategy of the MVP aims to deliver investment returns that are less volatile in periods of extreme
downturns. When markets are ‘up’ and doing very well, you will likely receive a comparatively lower return than the
standard option. However when markets are significantly ‘down’ and performing negatively, you should not experience
as much of the extreme downside.
Annual returns since 2000
Investment performance may even
be better in the long term where the
cushion provided in ‘down’ markets
may offset the drag in ‘up’ markets.
The graph on the right provides an
overview of the concept, and looks at
back-tested results of a growth-style
investment option since 2000 with the
main focus on the Global Financial Crisis
(in 2008) and the ‘Tech Bubble’ in 2002.

Need help?
If you don’t feel confident setting
your investment strategy, speak
to one of our financial planners.
Call Member Services on
1800 757 607 for more
information or to make an
appointment with a financial
planner.

Standard option
Option with MVP

The importance of staying invested in the market
Generally, the worst thing you can do during periods of volatility is to switch your investment option to a perceived safer
option like cash. Evidence shows that investors who do so generally miss the recovery in the market and are often worse
off. What they’re essentially doing is jumping ship at a low price and trying to get back in at a higher price, but by this
stage they’ve locked in significant losses. The MVP aims to deliver a smoother investment journey, keeping your super
exposed to growth cycles and cushioning the fall during extreme market declines. For members who have less tolerance
to volatility, this process provides a level of comfort while staying on course with your investment strategy.
Let’s take a look at this concept. For illustration purposes only, the chart below shows an investment over a 10-year
period with a standard option and an option with the MVP.
Standard option

If you want to protect against extreme
volatility during your investment
journey, you may wish to explore this
opportunity in the Growth option.

Return

Option with MVP
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More about your investment options
Maritime Super offers a range of investment options, both diversified and sector options, which allow for the fact that
members have different investment objectives, risk tolerances and return expectations. The Fund’s investments are
monitored by the Trustee and Investment Committee and the performance of investment options, asset classes and
investment managers are reviewed on a regular basis. The Fund’s investment advisers in conjunction with the Fund
develop the investment strategy for each of the investment options. All investment options are actively managed and
take a long-term investment approach to delivering the targeted return objective. However, the Growth MVP option
employs an investment approach that is more actively managed during times of extreme volatility.
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02 9261 3683

Mail

Locked Bag 2001
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Issued by Maritime Financial Services Pty Limited (MFS) ABN 16 105 319 202 AFS Licence No 241735. This document provides general information only and has not been prepared having regard to your
objectives, financial situation or needs. Before making an investment decision, you need to consider whether this information is appropriate for your objectives, financial situation and needs. The information has
been compiled from sources considered to be reliable, but is not guaranteed. Any examples have been included for demonstration purposes and should not be relied upon for the purpose of making an investment
decision. Past performance is not a reliable indicator of future performance. Copies of the Product Disclosure Statements and MFS’ Financial Services Guide are available by calling Member Services.
This publication is current at date of issue and may be subject to change. The Fund is Maritime Super ABN 77 455 663 441, and the Trustee is Maritime Super Pty Limited ABN 43 058 013 773.
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