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[bookmark: _Hlk106287679]Dear Client,
In this note, we provide a short update on recent trade activity and changes to the Russell Investments Sustainable Managed Portfolios.
Summary of key changes
· Rebalanced the direct Australian equity ESG portfolio.
· Increased exposure to global equities.
· Reduced exposure to Australian equities.
· Reduced exposure to global and Australian listed property.
· Reduced exposure to global fixed income in favour of ‘greener’ credit.
· Adjusted the Portfolios’ allocation to Australian fixed income, including short-term credit.
· Portfolios affected by these changes are the Russell Investments Sustainable Managed Portfolio – Conservative, Diversified 50, Balanced, Growth and High Growth (Portfolios).
Rationale for portfolio changes
We rebalanced the direct Australian equity ESG portfolio across all managed portfolios as part of the regular review cycle.
We also increased the Portfolios’ allocation to global equities, with the outlook for the asset class having improved amid easing recession risks and resilient corporate earnings. However, we reduced our exposure to Australian equities. Whilst Australian equities have continued to perform well in recent months, we believe they are currently priced for a lot of good news and may be overlooking softer earnings expectations.
In addition, we reduced the Portfolios’ exposures to global and Australian listed property as we now view these assets as slightly expensive. [Note: The Portfolios’ allocation to global listed infrastructure is unchanged, which will help maintain the diversification benefits that real assets provide.]
Within the fixed income space, we reduced some exposure to US Treasury bonds in favour of greener credit, including Robeco’s SDG Credit Income Fund. This fund is actively managed by Robeco’s experienced investment team, whose well-structured and disciplined investment approach combines top-down and bottom-up research to help manage risk and identify the best investment opportunities. With the flexibility to invest in all fixed income segments, the fund has the potential to provide an attractive and stable income throughout the credit cycle. In addition, the fund applies a screening process to select securities that contribute to realising the United Nations Sustainable Development Goals.
We also adjusted the Portfolios’ Australian fixed income exposure, including short-term credit.


Specific portfolio changes
Direct Australian equity ESG portfolio
The direct Australian equity ESG portfolio is rebalanced semi-annually. The purpose of rebalancing is to ensure the portfolio’s holdings are in line with the underlying investment strategy. We do this by buying and/or selling shares.
As part of this latest rebalancing, we bought into the industrials, consumer staples and consumer discretionary sectors, and sold out of healthcare, information technology and financials. Among the stocks we added were Reliance Worldwide, Worley Ltd., Flight Centre and Evolution Mining. These stocks provide the portfolio with some quality, momentum and value exposure. In terms of overall factor exposure, the portfolio is positioned with modest overweights to value, momentum, low volatility and quality, while remaining relatively neutral on size.
Following the rebalancing, the portfolio achieved a 45% carbon reduction versus the benchmark S&P/ASX 100 Index and a 5% improvement in its Material ESG Score[footnoteRef:1]. [1:  Using Russell Investments’ proprietary material ESG scores. Further details of our Material ESG scoring approach and methodology is contained in our research paper Materiality Matters: Targeting the ESG issues that impact performance – the Material ESG Score.] 

Portfolio rebalancing trades
	
	
	COMPANY
	WEIGHT

	Shares purchased
	
	Reliance Worldwide
Worley Ltd.
Flight Centre
Evolution Mining
QBE Insurance
Woolworths
Fortescue Ltd.
Amcor
	+2.1%
+1.9%
+1.9%
+1.8%
+1.0%
+1.0%
+0.9%
+0.7%

	Shares sold
	
	Atlas Arteria
Ramsay Health Care
Pro Medicus
Westpac Banking Corp.
Xero
BlueScope Steel
JB Hi-Fi
National Australia Bank
	-2.1%
-1.9%
-1.9%
-1.1%
-1.0%
-0.9%
-0.9%
-0.7%



Changes in asset allocation (%)
	ASSET CLASS
	RISK PROFILE

	
	CONSERVATIVE
	DIV 50
	BALANCED
	GROWTH
	HIGH GROWTH

	Global equities
	2.1
	1.7
	2.5
	3.8
	2.0

	Australian equities
	-0.7
	-1.0
	-1.8
	-1.9
	0.0

	Global listed property
	-0.3
	-0.3
	0.0
	-0.5
	-1.0

	Australian listed property
	0.0
	0.0
	-0.5
	-0.3
	-1.8

	Global fixed income
	-0.5
	-0.5
	0.6
	-1.9
	-

	Australian fixed income
	1.3
	-
	-2.1
	1.0
	-

	Cash
	-1.9
	0.1
	1.3
	-0.2
	0.8





Final asset class allocations after these changes (%)[footnoteRef:2] [2:  Asset class breakdown is based on the model and may vary slightly depending on the Platform.] 

	ASSET CLASS
	RISK PROFILE

	
	CONSERVATIVE
	DIV 50
	BALANCED
	GROWTH
	HIGH GROWTH

	GROWTH ASSETS
	35.0
	53.4
	69.7
	86.0
	98.2

	Australian equity
	12.9
	20.9
	27.9
	34.4
	41.6

	Global equity
	15.7
	25.7
	33.6
	43.1
	48.1

	Australian property
	0.7
	0.8
	0.9
	1.4
	1.6

	Global property
	1.8
	2.8
	3.9
	3.2
	2.8

	Infrastructure
	1.5
	1.3
	2.2
	2.6
	4.1

	Growth alternatives
	0.0
	0.0
	0.0
	0.0
	0.0

	Extended credit
	2.5
	1.8
	1.2
	1.2
	0.0

	DEFENSIVE ASSETS
	65.0
	46.6
	30.3
	14.0
	1.8

	Loans & absolute return credit
	0.0
	0.0
	0.0
	0.0
	0.0

	Australian fixed income
	26.1
	18.0
	11.1
	6.0
	0.0

	Global fixed income
	20.8
	13.6
	9.9
	4.3
	0.0

	Defensive alternatives
	3.0
	1.8
	1.7
	0.8
	0.0

	Short-term credit
	9.7
	8.9
	3.4
	0.1
	0.0

	Cash 
	5.4
	4.2
	4.2
	2.8
	1.8



Effective date
These changes were completed on 31 July 2025.

Looking ahead
Heading into 2025, equity markets had posted two years of very solid returns. Through 2024, we gradually reduced the Portfolios’ exposure to growth assets.
We saw a sharp rise in market volatility in April, driven by US President Donald Trump’s ‘Liberation Day’ announcement and concerns about the outlook for the US economy. In response, we lifted our probability of a US recession in the next 12 months to around 50%. This increase was driven by the uncertainty surrounding Trump’s policies, the likely one-time increase his policies would have on inflation and the subsequent impact higher inflation would have on US growth in the short to medium term.
Since then, however, we’ve seen positive developments in US trade negotiations, with the likes of China, Japan and the European Union all locking in lower tariff rates than those announced on 2 April. US negotiations with its northern and southern neighbours are also expected to continue. At the same time, consumer spending in the US has, for the most part, proven resilient even as confidence weakened through much of the first half of this year. Taking account of these factors, we’ve lowered our probability of a US recession in the next 12 months to 25%.
During moments of volatility, our investment process of cycle, value and sentiment ensures that we’re able to respond to events appropriately. The Portfolios have been designed to respond in real time to manage risks and take advantage of market dislocations.
Note: Past performance is not a reliable indicator of future performance.













IMPORTANT INFORMATION
Issued by Russell Investment Management Ltd ABN 53 068 338 974, AFSL 247185 (RIM). This document contains factual information only about the Russell Investments Managed Portfolios. The information is not intended to imply any recommendation or opinion about a financial product. RIM is not providing financial product advice and you should consider obtaining independent advice before making any financial decisions. This information has been compiled from sources considered to be reliable but is not guaranteed.  
RIM is part of Russell Investments. RIM is the issuer of the Russell Investments Funds and Russell Investments ETFs mentioned in this document. Russell Investments or its associates, officers or employees may have interests in the financial products referred to in this information by acting in various roles including broker or adviser, and may receive fees, brokerage or commissions for acting in these capacities. In addition, Russell Investments or its associates, officers or employees may buy or sell the financial products as principal or agent. 
To the extent permitted by law, no liability is accepted for any loss or damage as a result of reliance on this information.
This material does not constitute professional advice or opinion and is not intended to be used as the basis for making an investment decision. 
This work is copyright 2025. Apart from any use permitted under the Copyright Act 1968, no part may be reproduced by any process, nor may any other exclusive right be exercised, without the permission of Russell Investment Management Ltd. 
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