
•  Global economic activity expanded further in the fourth quarter, closing 2024 on a high note 
with strong growth in the service sector offsetting manufacturing weakness. The United 
States (US) outperformed other regions, while much of the rest of the world, including Europe 
and China, continued to struggle. Inflation ticked higher in major developed economies, sitting 
above central bank targets, while unemployment rates remained at or near historical lows.  

•  It is our view that the global easing trend may remain steady, with interest rates expected 
to decline and settle by December 2025. We anticipate rates to end the year around, 3.75% 
in the United States, 2.25% in Canada, 3.5% in the United Kingdom, 3.6% in Australia, and 
1% in the Eurozone. Japan remains an exception to this trend as its policy rate continues 
to normalize. Overall, 2025 is likely to offer considerable uncertainty, given a number of 
geopolitical concerns and stubborn inflation,  global rates are expected to fall further albeit 
at a slower rate due.

•  Domestic economic growth was softer than expected, with GDP expanding by just 0.3% 
in Q3. Annual growth also slipped a little from +1.0% year-on-year, to +0.8%. Business 
activity stagnated, with services sector expanding, while manufacturing sector conditions 
deteriorated. The headline inflation rate rose 2.3% in November, up from 2.1% in October, but 
stayed at the lower end of the Reserve Bank of Australia’s (RBA) target range. Labour market 
conditions remained tight, with the unemployment rate declining further to 3.9% in November. 
As a result, the RBA left the cash rate unchanged in its December meeting but tempered its 
hawkish stance. We expect inflation to ease into the target amid persistent labour market 
strength, meaning the RBA could begin easing in February.

Economic Perspective 

State Street ETF Model Portfolios 

•  Despite a challenging fourth quarter, global equity markets 
registered gains in 2024, supported by resilient global 
economic conditions, earnings growth, AI-driven trades, 
and gradual easing of inflation pressures.

•  For the quarter, global equities were marginally lower, 
down 0.89%,18 in USD terms. However, the index in AUD 
was up 10.9%,3 due to the depreciation of the Australian 
dollar, which boosted returns for unhedged investors.
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Asset Class 
Performance (in AUD)1

•  Equity markets returned 10.9%3 in Q4, primarily due to a weaker Australian dollar.  From a 
sector perspective, the biggest gains came from consumer discretionary, communication 
services,  and technology. The weakest sectors were materials and health care.

•  International equities advanced, up 11.9%,4 with the multi-factor (minimum volatility, quality, 
and value) strategy returning 8.1%.5 All three factors value, quality and minimum volatility 
outperformed, up 9.4%6, 8.6%,7 and 7.9%,8 respectively.

•  Australian equities posted small negative returns, down 0.8%,9 driven by commodity sectors 
and by currency losses. At the sector level, materials was the worst performer followed by 
REITs, offsetting the gains from financials. For the year 2024, domestic stocks delivered a 
solid performance, up 11.4%,9 with information technology leading the gains with an impressive 
50% return, followed by financials. Energy and materials were the major detractors as global 
economic slowdown led to a reduced demand for energy and raw materials.

•  Emerging markets underperformed developed markets, up 4.9%,10 amid concerns about 
the impact of Trump’s proposed tariffs. Brazilian equities performed the worst, with the 
local currency weakening amid growing concerns over the country’s fiscal outlook. Kuwait, 
Taiwan, the Czech Republic, and the UAE were the only four regions to show positive returns 
in USD terms.

•  Global small cap equities posted a gain of 9.8%,16 primarily due to a weaker Australian dollar.

•  Infrastructure fell during the quarter, down 2.4%.17

•  Bond yields, which move inversely from bond prices, rose during the quarter. The Australian 
10-year government bond yield rose from 3.97% at the end of Q3 to 4.36% at the end of 
Q4 2024.15

•  Global bonds delivered negative performance in Q4, down 1.2%11, aggregate bond yields 
rose 35bps to end the year at 3.68%. Geopolitical tensions, fluctuating inflation rates coupled 
with a more cautious rate-cutting stance from the Fed led to rising yields. Global high yield 
bonds, on the other hand, returned positive, up 0.9%.13

•  Australian credit bonds returned positive, up 0.7%12 as credit market spreads remained tight.

•  	Cash returns in the Australian money market were up 1.1%.14

•  The Australian dollar depreciated against the US dollar, down 10.5%.2

Equity

Fixed Income

Currency
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Strategy Performance

For the fourth quarter of 2024, all international equity components contributed positively to the 
risk-based portfolios’ total return. 

The portfolio’s allocation multi-factor international exposure, SPDR MSCI World Quality Mix 
Fund (QMIX), was the primary driver of total performance, with all three value, quality and 
minimum volatility factors rising. The FX impact (Aussie dollar depreciating over 10%) benefitted 
the portfolio. The emerging market equity exposure also contributed positively to the total 
returns. On the other hand, the portfolio’s allocation to domestic equities detracted amid 
underperformance in commodity sectors. Real estate, a rate sensitive sector, also detracted as 
bond yields increased.

On the fixed income side of the ledger, Australian government bond exposure had a negative 
contribution to the risk-based portfolios’ total return as yields rose significantly during the 
quarter. Corporate bonds, on the other hand, returned positive and outperformed government 
bonds as spreads narrowed.

Infrastructure exposure had a negative contribution to the risk-based portfolio’s total return, 
primarily due to FX hedging.

State Street Moderate ETF Model Portfolio overall performance of the hypothetical model 
portfolio for the quarter was up 2.02%.

State Street Balanced ETF Model Portfolio overall performance of the hypothetical model 
portfolio for the quarter was up 2.38%.

State Street Risk-Based 
ETF Model Portfolios

Source: As of 31 December 2024, Bloomberg Finance L.P, MSCI. Index returns are unmanaged and do not reflect the deduction of any fees or expenses. The index 
returns reflect all items of income, gain and loss and the reinvestment of dividends and other income. Past performance is not a reliable indicator of future performance. 
Australian Equities = S&P/ASX 200 Total Return Index; International Equities = MSCI World Index (AUD) Net Total Return; Value, Quality & Low Volatility Equities = MSCI 
World Factor Mix A-Series (AUD) Net Return Index; Emerging Market Equities = FTSE Emerging Markets All Cap China A Inclusion Net Tax Index (AUD); International 
Small Companies = MSCI World ex-Australia Small Cap Index; Australian Bonds = Bloomberg AusBond Credit 0+ Yr Index; Global High Yield Bonds = Markit iBoxx 
Global Developed Markets Liquid High Yield Capped (AUD) TRI; Global Infrastructure = FTSE Developed Core Infrastructure 50/50 100% Hedged to AUD; Cash = S&P/
ASX Bank Bill Total Return Index.
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State Street Growth ETF Model Portfolio overall performance of the hypothetical model 
portfolio for the quarter was up 2.90%.

State Street High Growth ETF Model Portfolio overall performance of the hypothetical 
model portfolio for the quarter was up 3.32%.

The State Street Target Income ETF Model Portfolio is designed with an income objective that 
is determined on an annual basis. For the 2024/2025 financial year the portfolio aims to target, 
before expenses, an income objective of 4.25% per annum.

The portfolio’s allocation to International high dividend stocks had a positive contribution to the 
portfolio’s total return. Within international exposure, financials and utilities drove the performance. 
On the other hand, allocation to Australian high dividend stocks detracted due to large 
underperformance from commodity sectors amid reduced demand for energy and raw materials.

On the fixed income side of the ledger, government bonds exposure was the major detractor, 
while credit (both investment grade and high yield) had a positive contribution to the overall 
performance. Both investment grade and higher yielding bonds outperformed government 
bonds as spreads in credit markets remain tight and government bond yields rose. The domestic 
10-year bond yield rose by nearly 40 bps in Q4.

The income portion of the portfolio’s total return for the quarter was positive 1.99%, supporting 
the portfolio’s primary objective to generate income.

Overall performance of the hypothetical model portfolio for the quarter was up 1.78%.

Past performance is not an indicator of future performance.

Model Portfolio Performance presented above is hypothetical and has been provided for illustrative purposes only. 
State Street’s model portfolios are accessed through a Platform or Managed Accounts provider (“Provider”). The actual results 
of accounts managed by the Provider that receives access to the models may differ substantially from the hypothetical results 
of a model for a variety of reasons including, but not limited to, the Provider’s decision to exercise its discretion to implement a 
model in a way that differs from the information provided by State Street.

The hypothetical State Street ETF Model Portfolio Total Returns reflect the investment strategy decisions made by State 
Street’s investment professionals for each performance period presented. Returns greater than one year are annualized. The 
performance was achieved by mathematically combining the actual performance data of the underlying ETFs multiplied by the 
model portfolio weights allocated to each ETF on a monthly basis. The performance assumes that all distributions paid by the 
underlying ETFs were reinvested but does not reflect trading fees, spreads or broker commissions for the hypothetical sale and 
purchase of the underlying ETFs or any other fees which would be charged by the product provider.

State Street has chosen to use the actual historic performance of the underlying ETFs rather than the underlying ETFs index 
performance to ensure that the model portfolios reflect, as closely as possible, any actual investments that follow the model 
portfolio strategy, by reflecting differences such as tracking error of the underlying ETFs relative to the underlying ETFs indices.

State Street 
Target Income ETF 
Model Portfolio
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Endnotes 1	 All returns as at 31 December 2024. Index returns 
reflect capital gains and losses, income, and the 
reinvestment of dividends. Index returns are 
unmanaged and do not reflect the deduction of any 
fees or expenses. The index returns reflect all items of 
income, gain and loss and the reinvestment of dividends 
and other income. Past performance is not a reliable 
indicator of future performance.

2	 Source: Bloomberg, AUD USD FX rate.

3	 Source: MSCI All Country World Net Total Return 
AUD Index.

4	 Source: MSCI World Net Total Return AUD Index.

5	 Source: MSCI World Factor Mix A-Series (AUD) Pacific 
Net Total Return Index in AUD.

6	 According to MSCI World Value Weighted Net Total 
Return Index in AUD.

7	 Source: MSCI World Quality Net Total Return Index 
in AUD.

8	 Source: MSCI World Minimum Volatility (AUD) Net Total 
Return Index.

9	 Source: S&P/ASX 200 Total Return Index.

10	 Source: FTSE Emerging Markets All Cap China A 
Inclusion Net Tax Index (AUD).

11	 Source: Bloomberg Global Aggregate Total Return 
Hedged AUD Index.

12	 Source: S&P/ASX Australian Fixed Interest — Total 
Return Index.

13	 Source: Bloomberg Global High Yield Total Return Index 
Hedged AUD.

14	 Source: Bloomberg AusBond Bank Bill Index.

15	 Source: Bloomberg, Australia Govt Bond 10 Year Yield.

16	 Source: Bloomberg, MSCI World ex-Australia Small Cap 
Net TR AUD.

17	 Source: Bloomberg, FTSE Developed Core Infrastructure 
50/50 100% Hedged to AUD Net Tax Index.

18	 Source: MSCI All Country World Net Total Return 
USD Index.
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ssga.com
Information Classification: General Access

For financial advisers/wholesale clients 
only — Not for distribution to retail clients.

The recipient warrants by receipt of this 
material that they are a wholesale client, 
as defined under the Australian Corporations 
Act 2001 (Cth). 

State Street Global Advisors, Australia Limited 
(AFSL Number 238 276, ABN 42 003 914 225) 
(“SSGA, AL”) is the investment manager for the 
State Street ETF Model Portfolios and State 
Street Global Advisors, Australia Services 
Limited (AFSL number 274900 ABN 16 108 671 
441) is the Responsible Entity and issuer of 
units in the State Street SPDR ETFs which are 
Australian registered managed investment 
schemes quoted on the AQUA market of the 
ASX or listed on the ASX. State Street ETF 
Model Portfolios may include State Street SPDR 
ETFs and other third party ETFs.

This material is general information only and 
does not take into account your or your client’s 
individual objectives, financial situation or 
needs and you should consider whether it is 
appropriate for you or your client. You should 
ensure that your clients consider the product 
disclosure statement of the underlying ETFs 
before deciding whether to acquire or continue 
to hold units in an ETF. Underlying ETF PDSs 
and TMDs are available at ssga.com or the  
third party ETFs website.

General Risks: ETFs trade like stocks, are 
subject to investment risk, fluctuate in market 
value and may trade at prices above or below 
the ETF’s net asset value. ETFs typically invest 
by sampling an index, holding a range of 
securities that, in the aggregate, approximates 
the full index in terms of key risk factors and 
other characteristics. This may cause the  
fund to experience tracking errors relative  
to performance of the index.

Investing involves risk including the risk of 
loss of principal. Diversification does not 
ensure a profit or guarantee against loss. 
Asset Allocation is a method of diversification 
which positions assets among major investment 
categories. Asset Allocation may be used in an 
effort to manage risk and enhance returns. 
It does not, however, guarantee a profit or 
protect against loss.

An investment in the model portfolio carries a 
number of standard investment risks; these 
risks are outlined in each Provider’s PDS which 
should be read in full and understood by the 
potential investors.

Implementation Risk: State Street does  
not manage the accounts of retail investors 
pursuant to the model portfolio strategies  
and the strategies are only available to retail 
investors through various Providers that offer 
account management and other services to 
retail investors. The actual results of accounts 
managed by a Provider that receives access to 
the strategies may differ substantially from the 
hypothetical results of the State Street ETF 
Model Portfolios for a variety of reasons, 
including but not limited to:

• � the fees assessed by the Provider and other 
third parties;

• � the Provider’s decision to exercise its 
discretion to implement a given strategy in a 
way that differs from the information 
provided by State Street;

• � the timing of the Provider’s implementation 
of strategy updates; and

• � investor imposed investment restrictions; 
and the timing and nature of investor 
initiated cash flow activity in the account.

Limitation of hypothetical results: 
Hypothetical results have inherent limitations 
because they do not reflect actual trading by 
State Street during the period described and may 
not reflect the impact that material economic and 
market factors might have had on State Street’s 
decision-making if it was actually managing 
clients’ money pursuant to the strategies.  
There is no guarantee that any of the investment 
strategies will be successful and investors should 
be aware that they can lose money investing 
assets in accordance with the strategies.

The views expressed in this material are the 
views of the SSGA Investment Solutions Group 
(ISG) through the period ended 31 December 
2024 and are subject to change based on 
market and other conditions. This document 
may contain certain statements deemed to be 
forward-looking statements. All statements, 
other than historical facts, contained within this 
document that address activities, events or 
developments that SSGA expects, believes or 
anticipates will or may occur in the future are 
forward-looking statements. These statements 
are based on certain assumptions and analyses 
made by SSGA in light of its experience and 
perception of historical trends, current 

conditions, expected future developments 
and other factors it believes are appropriate 
in the circumstances, many of which are 
detailed herein. Such statements are subject to 
a number of assumptions, risks, uncertainties, 
many of which are beyond SSGA’s control. 
Please note that any such statements are not 
guarantees of any future performance and that 
actual results or developments may differ 
materially from those projected in the forward-
looking statements.

Characteristics are as of the date indicated, 
subject to change, and should not be relied 
upon thereafter.

Projected characteristics are based upon 
estimates and reflect subjective judgments and 
assumptions. There can be no assurance that 
developments will transpire as forecasted and 
that the estimates are accurate.

Equity securities may fluctuate in value and can 
decline significantly in response to the activities 
of individual companies and general market and 
economic conditions. Investing involves risk 
including the risk of loss of principal. 

Diversification does not ensure a profit or 
guarantee against loss.

Bonds generally present less short-term risk 
and volatility than stocks, but contain interest 
rate risk (as interest rates rise, bond prices 
usually fall); issuer default risk; issuer credit risk; 
liquidity risk; and inflation risk. These effects are 
usually pronounced for longer-term securities. 
Any fixed income security sold or redeemed prior 
to maturity may be subject to a substantial gain 
or loss. International Government bonds and 
corporate bonds generally have more moderate 
short-term price fluctuations than stocks, but 
provide lower potential long-term returns.

Investments in asset backed and mortgage 
backed securities are subject to prepayment 
risk which can limit the potential for gain during 
a declining interest rate environment and 
increases the potential for loss in a rising 
interest rate environment.

Investing in commodities entail significant  
risk and is not appropriate for all investors. 
Commodities investing entail significant risk  
as commodity prices can be extremely volatile 
due to wide range of factors. A few such factors 
include overall market movements, real or 
perceived inflationary trends, commodity index 
volatility, international, economic and political 

changes, change in interest and currency 
exchange rates.

“SPDR” is a trademark of Standard & Poor’s 
Financial Services LLC (“S&P”) and has been 
licensed for use by State Street Corporation. 
No financial product offered by State Street 
Corporation or its affiliates is sponsored, 
endorsed, sold or promoted by S&P or its 
affiliates, and S&P and its affiliates make no 
representation, warranty or condition regarding 
the advisability of buying, selling or holding 
units/shares in such products.

The trademarks and service marks referenced 
herein are the property of their respective 
owners. Third party data providers make no 
warranties or representations of any kind 
relating to the accuracy, completeness or 
timeliness of the data and have no liability 
for damages of any kind relating to the use of 
such data.

All information is from SSGA unless otherwise 
noted and has been obtained from sources 
believed to be reliable, but its accuracy is  
not guaranteed.

This material is of a general nature only and 
does not constitute personal advice. It does not 
constitute investment advice and it should not 
be relied on as such. It does not take into 
account any investor’s particular investment 
objectives, strategies, tax status or investment 
horizon. We encourage you to consult your tax 
or financial advisor. There is no representation 
or warranty as to the current accuracy of, nor 
liability for, decisions based on such 
information. Past performance is not a reliable 
indicator of future performance.

The information contained in this document is 
for information purposes only. SSGA Australia 
and SSGA, ASL, its employees, directors and 
officers accept no liability for this information  
or any consequences from its use. No person or 
entity should act on the basis of any information 
contained in this document without taking 
appropriate professional advice.

The whole or any part of this work may not  
be reproduced, copied or transmitted or any of 
its contents disclosed to third parties without 
SSGA Australia’s express written consent.
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