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RADAR ALERT - CITY FINANCIAL STRATEGIC GILT

CryF'rarca llrfd manager lses 25 years expeirerc"" ol lxed NCOre maf kets to put Str-ate! 0 G t veh r e top ol ihe [/A !KGi]tsectrr

rLrilch the Jr)r1l)lir li)m 100",
in\rsl.d !r .orrentr.nal grlts
r,) arourl lio'" rn inde\ I'nkd
l ehdcs at the sier t of rhc !.ai

,\nd Lhr 20"" i,i orloxnmal
gilrs na:,nl! shor( dated re\.'

\\:illia!F dainF h! i.ilialll
nradr lhe chafges be.ali he
be|ercd rnterest rete titd assets

'\\je 1(!k a !is\e at lhe start ti
rh. !rJr rlrxt inCerirnked gilrs
Neie gons nr oltperforD con
rcnrnnalgihs. hesays

.We pur 1.r brlk !I rhr fund
ift,, rndex mkrd {ilts.rd rh.r'
hart outper L, meri dhve.rional
gilt\ 'lhat ii nhy ou. iesnlts

\!"ll)i,ns \rrrl. Fllli r lrP

rv.rshtins until early Julr,
be.ause of cfJects of quaDtitatilc

liJrkedgil$2nd back into thc co!

'\\e Lhi.k thal per tii\rhr tr ade

\as pushd n$ fa, \lL rhn'k rb.
rral value lFlds pirlicuiarlr' of
th.l(rrA.r rahcd indrx linkrd got
plJcd d.\'i I. ltvels that $rr
iar n)o l(in: and efiectnt]vlnsus
tarrable.'\ll1ianrssavi

'$:F,hlnl .!.r lh. irtl
three lxrnths detlatlofa,I
rLades will outpe,lorm infla
ti.nrrl ones. and the.quit-\'
mrrker. h.!ins had its b1s
.alh is no! grins tti lale a bll

$rillianrs acknowledces lhat it
\vasfortlitous he nrade thesNitch
back to coirtntional siic ir Jult

'Shorrlr rfter \re snitched.
indcllinled g11ts had quite a

ronid tine, tsa.ticula.lI duriris
(hr last lNo $ceks ol the 

'nonth

Tlrsyear 1 s the on y glii tund know ollhaloan sw tclr behreen Donventona qilts

anrl ndex linked ql,ls makrng I a more inleresl rg pay c0firparsd I0 ih peer group

Wlrsn there were fears 0'lnlat 0r seeplng back inlo the systenr loL!ards lhe end

01 ast year arWi 3ms prLrdeni y ,ncreased lheiund s eNDoslre to inder rked
qrls whlch oroved helolul Al one pontlhe lund had 80% n rnde* inked g]ts

More receoty ran W larns has s qnilicantry repos loned the p0dJ0 0 nto

conventiofa q rts as mt at 0n lcarc h eeascd rlheslrodlerm F0rowlnqthe
govennenlsquanllalveeasnqproqramme conve'lonalqrlshaveseena
la in qces. and are now ookrng mnre altracive tonpared 10 ndex. k€d
qils Wdi lhs n mi.C,the oortlolo now5as aboulS0'n n conve liona qlts

\r/hat makes lh s lund unuslral slhat t has the ab ily to as0 wrile
cove ed cal optons on convenlona q lis Ths slmleqy can hep t0

boasl the yle d 0n the 
'Lrnd 

whch s vrlry thas ha! a hlher yed
'o"grhd cl 0 o b "a orod

3% 0lthe tunds tolairelurn. vlhie lhe rema,nder 01th€ 
r'pcdoimance lras come trom mai{elmovemenls swlcli nq

bclvreen c0nvemonaland ndex nked gils and dLrral0n

$rilliaiEalsobrlE .sth.Brnk
ofEnsland wrllspend at least the
full.Cl50br it lras allo.aled f.r ns

QE'rtugranrnc
''$I€ *ould not nrird betlirg

the Govdrnen|rilldo a little brt
more QE. $Ie rhink n { ill so tl, the
fuilll5(]bn at least and it Nould
nor su prise us ijthe! s?nt I(i. r
lir(lebj{ uElhan that he says

'The Bank .I England has put
a pause o! .tuartrtali\. tasirig.
There is a fair drance drat the
e.uonry $ill no* stalla bil The
CDP fisures releas.d last montb
\!.r. pretty horrific and a bir of
a surprise ior the narltet. There
may well be a couple rt su'.
pnksalorsrhosc |incs.

I1 thse a.e mor numbes like
the cDP ligurcs ther lve sould
exFct t\o thinss (1r hrpp-"n
!irst. the e.lu,rr 

'na.kers 
ivillscll

olt a bn Second. c.nlenri.nal
silts \t1ll oue€rloF inde\ linkd
gils lharistrh! et hltve put the

Wiuians sars h. ivill r.cval
uatc lhe balance of the fund if
dr.re is lurther qlaotitalile

''It Cepcnds on the relative

Williams iuggles conventional
and index-linked gih buys to
bring consistent performance

1.. Urillirnrs rh.inniD rnd
( hicl e\{r,1n! ,,I Ch:itris. has
nunxscd t]! Cirr Finar.irLSt,r'
rgn (;ilr iund sir.c:ts hufcli 0

$i1h rrs rhro 25 ), rrs r\t)(
r iNec.l clui(y rnd Iirrd DLotir
nurk(rs. Wilh2ms xli !ut: this
kn(Nledge t,) truk on Clrancn\'
!l1tr l'reDun !lolth rquit\ Iurd

l,unchedin200l \Yhdrrsr
roYered olrirn wrirrrg sI'rtegtl

The Iii6n Cn! Fin'n.i,l Srra
tesic Cllr fin,d is.hkrd r.p of thr
Il\1,'\ UK G hs sedorow rhe Ie,.
r) 2l lul]. rp li5"" against aD

avdlge 10'" :n.reN r...,ding

r\ distlnctilr feature ofthefund
is t|ar it sivn.hcs bds.rn con
renlional ard nid.r li'rked s'lts.
depoidins on {hi.h lilliims
tuels 1s the best opnon at therinre.

\\j. w.uld naiDt.in - aDd

lhr elrdtrr! so lar this vear has
pro'en u thar this is the orly
*a! to makc nonq in thc gill
mlrkd. \V liads*ys.VD do r.r mrke m.ncv bI
bcins lons0o the ind€xlinkrd rll
th. rme. and ) ou probibl) do not
Dake much btifg l.rs m rhr (,n
\.nti.nals all the trnre. 8u !!u
can mrkc nn)nr) bl s{itchins

'-llirn, hi\c lerr rinres r "[ie thruchr invesn]rs ivould II M had srated Lt the
the past $hen :ndcrl,n)td vahc indexlnrked siks nor irde\lirikd s!.r.t $c pn,babl!

silrs hrve quite badl! under hjshlr ar 2 tine \Lh!. rhe (;or' s.nld hav. siren ba.k 
'ra!b.psLtrmrd. rn.l vou N.uld r,)r ernment $rs ponlins llns oI 2'! oiou outfcrturman.e s.

Nant ro hare the lund ir rh:r .r,ne! rhaD.onrcntl.nal gihs. ihat has trolked .ul vell \\t
...lordurinsthalperi.d A.d$irhdspro\cd are happ) at rhe monrenr 

'r) 
bF

lvl lunrs raF hls ,^rlpdn)r I. dr itst \reek of Jull: rlt ir the .onrentional giils 
'aLler!urc. F do\n r.lhe dec,sion 10 mrnag.. rn.\'cd .ut of lrier than r}e iodex linked'

MEERAPATEL
Ssnr ard, rhqerwc L Edovrr
Ths s one 0ltwo lunds in lhe peer lroupihal s riaainaly n posllve tetrllory s nc€ the sia oi

He savs hc has no plens ro
red,css the bal..ce lor rhe
.exr rhrec o. Iour months. aDd
$illthen takr a ries d.p-".ding

, ;|; 1i[J,',,::l],lii.illii "vou co not mar<e money by beins rons on rhe index-

ll:ji::',[l':il:li'i1:.'J rinked ail the time, and you probabry d0 not make

5:ll :1",",1 ;hiili ;:::'"X:it rnuch beins lons on the conventionals arr he time.
' ' . o h ' . But you can make money by switching between

ll .Pts,neLl ostrdl Ln rs.har .. L.
rlPn q!Jnt t3t \c ",.,"r tr. me M0
rnrriduced and thr equit!
marker sas at. !cr! depftss.d
krel\re rhousht ir *ould llad r. So\'.dida.tual\'sa\equrealol on the marker and rcon.h,c
arcbolfd. ofouqrsnh,rice

IANWILTIAMS
a Maoaqer 0r Ciry F nanc a Straleg D G l lund s nce Dec€mber2006 whcn
Ciy Fhancia selecled Charle' s tD run the nnd
a Cha rman and ci et ereculve 0lChaders s nce Seor€nrber 2002
a He a so manages E te Cl.aners Prem unr cro\tlr launched n 2001.
a Prevousy head 01bond opr ons al Dresdner K ern\rcrt Sensori

vallr at rhe rire b.ra.cn rhc
indrxlinled ard r}e cui!cn
lionals If ,rde*linked giks star t
10 look chtap, rclalivr 1o con
rentronals Ne Rrisht wellswitch
ba.k Ii $! still perceiveconvcn
tlnnrls are better yalk the. rvc
will stal ir them, ard \. M)uld
be gotting lorgand.elairvr lield
dllfrre.ces ar rhe hn. b.twccn

\\illiaN desribes the sl,rk of
h6 Dlcsthent straregt as nacrrl

''1\Ir believe thfi a1l the dia.
k.ls :lr. ifterrelated so Lf rhcre
i. a more ;r one nrarkrt il lr,nrls
to hale a donn! ellect on aU the

$Je do flrt jusr puielr look at
silts re l.ok at .qurti.s com.
moditl $arkets. sl)ld, Joersn
e-\clungf. rnd .roner Etes

'\\e look at the lnnre pictrtri
and then loan a gl.,ba L !ie{ ol the
iv..ld \Lhi.h rlso aiL.rs hor $r
run our equit,r furds It is a Jairlt
c.nsistent aid logjcal!,ew ectusr

1he manaaer sa\s thar li' 21
.!t .I &e ilo m.nih\ nr.xisirn,.
ftefirnd hashad a hodilieC dura
iion less its benchmark.

''So $h!t it has deliwed is
highei.ewaft Id loNer sk ile
hart not made this qtra returD
bl bettins the ranch and pulting
hrgc bcts It i a(luallr rur as a
ve.v cautirrsly managed fund

hlghq $ard for l6s isk. \\ il.

''I1 has .nlr reall]' underpe.
flrmed lor thfu m.nlhs .!t oJ

ils t\ro and hall !ea) Life, ard
th. ra: ara tiDc {'hef.u. @nr

!etrtors *trc putririg big bets
on whcr the narket was rising
strongly and rve decllned to pd.
lnlpale. lhr fL,nd is ltrr, m!.h
run \tith a loiv risk sl.niegy'


