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VAR I ETY VALU E: TH E
HUNT FOR RETURNS
AMID UNCERTAINTY

For rrutti asset nvestors try ng to
extract maxiTnum va[ue for their
cIents, the global macro backdrop
has proved challenging.

Ma ntaining rnax murn fLex b lity
across a range of asset classes

s v taI in the hunt for posit ve
perforrnance BLrt n t mes of
5uch sustained mari(et
uncertarnty, where are investors
seeking retLt rns?

As Robert Love. head of research
at Asset lnteltigence, explains,
investors have certa nly had more
ihan enough food for thought
when analys ng opportunit es in
conventional asset ctasses

He cites the current low yietd

environrnent and concerns over

cornmerc a/ p,operly a., I
t"!o reasons for what ,\,/:,^

::";:";"1T;'*'" I
alternatves Brrt t ,i NW

:i'i[il::,:?ri:' w
reat potent al Y

'Emerg ng markets
present an nteresting
opportunity - on a

setect ve basis with
va[Lrat ons low
compared w th histor c
averages across a range

of rnetr cs,' he says.

w th a bounceback in o I and
resourc,6s, many have sought to
ncreas-- exposLrre to emerg ng

markets laga nl.
FoT many nvestors, rnu[t asset

funds are a s mple way to qa n

{

'On the back of quantitative
eas ng, developed markets have
uncharacter st caL[y led globaL

markets over recent years And



I \lx ).,1rft. to an array of asset
1 r,,,rs under one roof

A( cording to Mark W tlams,
rrvcstment manaqer at Charter s,

I rr vaLue of these fLrnds is very
rfuch deterrn ned by their
,tructure as any potentiaI garns

r tradit onaI bond and equ ty
bascd funds are arguably wiped
o!t once active fund Tnanagement

fccs have been taken nto account
'Some multi-asset funds have

!lreater lean nqs toward frxed

ncome secur lies, wh ch, given

how 10 year UK gilts have recentty
dropped to a record Low of 1225%,

doesfthiqhlqhtaqood
opportunrty lor rnvesiors,

he exptains

W th the tead ng UK ndex pr c€

as oi 9 June no different from what
t was at the start of the calendar

year. wh le there are places n
equity markets offer ng cap talgain
and ncTeases n y e[d, yoL] [ only
get those aiter paying the asset
manaqement company and other
charges assoc ated w th the fund

An argument could be made that
it is better to invest in these stocks

direct[y and cut out the
middLe man.'

One area W [[iams feels investors
have wrongly overlooked is gotd.

'Examine how welIgoLd,
precrous metats and the base rnetal

markets have performed th s year

That was the reatopportun ty, and
yet rnost mutli asset nvestors

would have had no exposure to
thal seclor at atl and will queslion

v"/hy, he adds

Peter Lowman, chief nvestment
of[]cer at nvestment Quorum,
feets, w th a weaken ng Ch nese

economy, and concerns around
the Fed s next interest rate r se and

the outcome of the US pres dentlal
elect on. the strenqth of headw nds

facing equ ty markets shou[d nol
be underesti'nated

But while accommodalive
central bank n'ronetary polcres

have seen bonds perform well n

recent t rnes, he now sees less

value n frxed rncome
'With bonds now looking rather

unattract ve compared wrth
equ ties, we foresee better
long terrn opportunit es in the
latter asset class, he says.

'We feeIthere are slilL sorne very
good invest.nent opportunit es in

European and Japanese equ t es,

and the ASEAN area s beginn ng to
look nterest]ng aga n

Property prospects

Beyond the cornerstone markets of
bonds and equ t es, property naturalty

represents a keyaLternatve in the

mutti asset dorna n Although. as

concerns surroLrnd ng the heaLth of
the sector resulted in UK nvestors

pu[[]n9 more money out of property

funds n February than nanyrnonth
s nce 2008 sentiment towards
property is no longer rock sold.

Lowman believes the uncerta nty

surround ng Brta n's rnembership of
the European Union s one of the key

trggersthat led to the subsequent

repr c nlt of raany leading
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comrnerc aI propedy funds. but
suggests opportunities n the sector

may sti[[arse And wth the Fed Lkely

to putlthe tr gger on an interest rate

r se at some point over the nexi yeal
that could present a realopportunity
for nvestors

'n tenns of global realestate, th s

asset class tends to do wetl n a rising

nterest rate env ronrnent, which we
are likety to experience over the next

12 to 18 months, Lowman says

W l[anrs stiLlsees value wth n the
domestic property sector

'I am st [La Long term butlwhen it

comes to the UK property sector, and

even more so since the recent

setl off, he says

Property as with aLlmarkets

st ltworks on a supply and demand

basis, and from the analysrs arr
look ng at. ] see that tlre resrdentiaL

dennand for property is h gh and that

demand w lLcont nue to grow
'Even f house prices do go on to

fallstghtty, so what? Thatjust attows

more consumers who were Lrnable

to qet onto the propeiry [adder

before lo grab the r opporiun ty to
qet on t.

AbsoLute returns

The popular ty of properly funds may

have ftuctuated in recent tlmes, but
one seclor where popLr[ar;ty is not a

problem is targeted absolute return.

Accord ng io the nvestment

Associat on, Aprilsaw the sector

ma ntain ts position as the UK s

best se[[ng n-.t retarIsector for the

fifth conseculive month The swathes



, ' |v(,stors hcad ng to funds
1,, (lfcd to produce consistent
r lLt rs wth n perods ofsustained
rirrr (et voLatlity makes perfect sense
, L )|:i dcr ng how turbltlent global
rtr, l(et5 have been

As Love h ghlights. however.
rrult -asset nvestors need to proceed
,,v llt caution when runn ng the ru[e
()versLrch funds

'We have seen an increasing trend
lowards absotute retLtrn strateg e5

liat heLp to smooth votatiLty, prov de
ron correlated returns and reduce
rqu ty related r sk. However, absoLute
return can often be Llsed as an

mbr€LLa tenn, hiding a variety of
.lifferent strategies that aLl have
iJrfferent character stcs that behave

I drfferent ways, given different
rrlarket conditions. he explains

'There are a Lot of funds like th s

avartab[e, bL]t in our experence,
they do not atlnecessar ly deliver as

you woutd hope or expect over the
Long term

Lowman beLreves that given the
rrarkets' recent sensitiv ty towards
rracro events and centratbank
poticies, absolute return strategies

could prove useful n help ng ion out
the bumps n the road

'fyoLr look at the absolute return
sectoT, there have been sorre very
nterestrng funds [aufched ln recent

tirnes, he says

For example, the Aviva lnvestors
&lulti-Strateqy Target ncorne. the Jp
Morgan Cloba[ [4acro Opportunities
and the nvesco PerpetualGlobaI
Targeted Returns funds all have very

exper enced managers, excellenl
nvestment processes and, n the case
of the aforementroned, an attractve
y eld for those who are seekinq

ncorne, he exptalns

Atternative assets

Others, trke Dam en Lardoux,
portfolo manager at EO nvestors,

are frnding alternative ve ns of va[Lre

in volatile t mes

Lardoux believes n lookinq beyond
the tradit onaI reg onal and sector
breakdowns to find opportunit es tn a

retatively expens ve equ ty market
Env ronrnentaIequit es Looks to

us to be a very attractive theme
and one wh ch can be considered
by nvestors with very different r sk

Profites. he says
'Over the past 15 years. the

investment un verse ha5 grown
nearly 10 tirnes and comprses
compan es across altreg ons
with d lferent rnarket caps and
sub sectors.

'Whr[,.10 years ago the universe

was relativety voLat le and made up of
a nurnber of non profitable

cornpanies, t is now a lot rnor,o

mature, with connpan es enjoying
strong earn ngs growth, he expla ns.

Funds investng n reaLassets, such

as aircraft leasing, occupy a key area
of the alternative nvestrnent sphere

Love sees value n this space, but
th nks thatadd ng considerabte
exPosure to such alternatives may
represent a step too far lor
mult asset nvestors

E
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'Key constderatons such as

Lqu dity, asset securiiy and defau[t r sk

are .nportant to fltly understand,
particularly for Less mature markets
They tend to be used as a divers fier
rather than an asset class alternat ve,'

he says

LowTnan is one nvestor who has

Lrt lised alternat ve assets as a means

of dvers rynq h s nvestments, which
he feets has been mportant through
times of market uncerta nty

'With the trad t onalasset classes of
equtes and bonds be ng heaviLy

inftuenced by central bank pol c cs.

having cxpo5ure towards altcrnni ve

a5set cLasses, such ns nircr,lft L(.is nq,
peer to pcer lendtng, nfr,t,jtnr..LLtll,

and commoci tics, hi!,;tl lrnrl', ln \'ll
a heLpful d vcrs [icr 1o 511xx]tlr (llr

US ratc nle

An mportant constderation for
multi asset nvestors i5 a potenttaL

US interest rate rrse

But, n Wltamss optnon, even if
the Fed does choose to in tate a rate
rise n the near fLrture such a move
should not nduce too rnuch fear
in nvestors.

'After the latest nurnbers said only
38,000 llobsl were created. there is

now mounting doubt as towhether
or not a US nterest rate rise witl
happen at al[. he says

'f we go on the assumption that
there w [[ be a rate rrse, the rate tself

in realterms s actlralty m nuscule
and wltmake a rn n malrmpact g


