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Who we are

• Wattle Partners is a family-owned investment and financial advisory firm.

• Our purpose is to inform and empower our clients through independent advice 

allowing them to concentrate on what they value; families, travelling or careers. 

• Whether this is spending time with their families, travelling or progressing in their 

own careers, we use our experience to make things easier for you.

• We empower people to concentrate on what they value by ensuring you are 

at the core of our philosophy. 



How Wattle Invests – The Bucket Approach

Risk OnRisk Off

Client Portfolio

Thematic Bucket

Major themes: disruption, technology, 

divergent policy, recovering oil price, 

ageing demographic, weaker AUD, 

European recovery.

Targeted Return Bucket

Produced consistent returns over 

12 months between 5-7% at lower 

than market risk.

Become more important as bull 

market rally lengthens.

Value Bucket

High multiple growth stocks have 

come under pressure.

Value companies set for a rebound 

domestically and globally,

Income Bucket

The search for income has slowed.

Threat of rising interest rates puts 

pressure on yield plays and highly 

leveraged bond proxies.

Capital Stable Bucket

Lower interest rates for longer in 

Australia.

Increasing rates and commencement  

of QT

in the US, Europe and Japan.



Key Risks when investing for the long-term

There are two key financial risks Investors who are investing with their 
retirement in mind are faced with:

1. Investment Performance

2. Insufficient Capital 



The Traditional Approach to Risk Management

Balanced Approach 1

Investing all the Investors capital via a 

“balanced” portfolio (~65-70% equities/30-

35% cash and fixed income)

Balanced Approach 2

Holding a number of  years (typically 2-5) 

of  the Investors expected drawdowns in 

cash with the rest invested in the 

“balanced” portfolio



Risks of  the Traditional Approach
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Risk Assessment of  the Traditional Approach

3 key reasons why the Traditional Approach has failed to meet investor requirements and objectives:

1. Static Asset Allocation

2. Neglect of Compounding Returns

3. Failing to acknowledge Path Dependency



Risk Assessment #1:  Static Asset Allocation
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Risk Assessment #2: Neglect of  compounding returns

* Represents the initial drawdown that could be withdrawn annually after indexation at 3% p.a. to last 20 years.

Source: Donnelly Wattle Partners.

. *Represents the initial drawdown that could be withdrawn annually after indexation at 3% p.a. to last 20 years.



Risk Assessment #3: Failing to acknowledge Path dependency
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Scenario A Scenario B

Scenario A: Investor earns 8% p.a. for 10 years, then 4% p.a.

Scenario B: Investor earns 4% p.a. for 10 years, then 8% p.a

Average annualised return of both series is the same at 5.98%



Why are these risks continually ignored?

‘Insanity: doing the same thing over and over again and expecting 

different results’
Albert Einstein

Insanity: persisting with the Traditional, Static Asset Allocation Approach in the face of 

evidence that supports adoption of a Dynamic Asset Allocation approach.

Why?

• Cognitive Dissonance

• Representativeness

• Overconfidence

• Herding

• Conservatism Bias 



Conclusions about Risk in the real world

• Risk is running out of  money; real people need to fund real purchases and pay real bills. 

• Static strategic asset allocation has been proven inadequate 

• Dynamic asset allocation is required to break free of  the traditional constraints

• Valuations (timing) matter in determining the level of  risk/reward in any given investment



Wattle Partners Investment Methodology

A typical Strategic Asset Allocation

Typical Asset Allocation of  a Balanced Portfolio

Australian Equities

(40%)

Cash and Short dated 

Deposits

(10%) 

International 

Equities

(20%)

Defensive

(30%)

Growth

(70%)

Term Deposits, Bonds 

and Hybrids

(20%) 

• Most investors are fitted into 

traditional portfolios of  either 

Conservative/Balanced or 

Growth investors.

• Looking at a Balanced 

portfolio, typically 30% -40% 

is held in cash/fixed interest 

with the remaining 60%-70% 

held in growth type assets.

• The advice industry has 

operated this way for over 25 

years; typically investors would 

be allocated a risk profile and 

would hold this asset 

allocation throughout the 

investment cycle or their life 

cycle.

Property 

Trusts

(10%) 



How Wattle Invests – The Bucket Approach

Risk OnRisk Off

Client Portfolio

Thematic Bucket

Major themes: disruption, technology, 

divergent policy, recovering oil price, 

ageing demographic, weaker AUD, 

European recovery.

Targeted Return Bucket

Produced consistent returns over 

12 months between 5-7% at lower 

than market risk.

Become more important as bull 

market rally lengthens.

Value Bucket

High multiple growth stocks have 

come under pressure.

Value companies set for a rebound 

domestically and globally,

Income Bucket

The search for income has slowed.

Threat of rising interest rates puts 

pressure on yield plays and highly 

leveraged bond proxies.

Capital Stable Bucket

Lower interest rates for longer in 

Australia.

Increasing rates and commencement  

of QT

in the US, Europe and Japan.



Building the Asset Allocation

Risk Free Calculation Portfolio Yield
Helen & Mike (retired 

couple)

Robert & Melissa (pre-

retirement) 

Annual Income Required $70,000 $0

Current Income Produced $1,000,000 5.00% $50,000 $50,000

Worst Case Scenario Income (70%) $35,000 $35,000

Annual Funding Requirement $35,000 $0

Years of  Funding Requirement 10 0

Required Allocation to Capital Stable Bucket $350,000 $0

Portfolio Breakdown 

Bucket Allocation Helen & Mike Robert & Melissa

Capital Stable Bucket $350,000 $0

Risk Bucket $650,000 $1,000,000

Total $1,000,000 $1,000,000

Income Bucket – 30% $195,000 $300,000

Targeted Return Bucket – 20% $130,000 $200,000

Thematic Bucket – 25% $162,500 $250,000

Value Bucket – 25% $162,500 $250,000



Austin’s Zone System



Questions



Two ways to keep up to date 

1) Our Views 2) Contact us directly

Call: 8414 2901

Unit 10, 3 Bromham Place, 

Richmond, Victoria 3121

wattlepartners.com.au

unconventional–wisdom.com.au



Thank you


