
 
Occasional Commentary from the Chief Investment Officer, Tuesday, April 25, 2017 

This communication is for Professional Investors only. Retail Investors should seek their own 
independent financial advice. Please read the important disclaimer at the end of this document. 

 

An Update on our current Asset Allocation: 

20% Top Tier, Large Equities, Deep Value Bias  
25% Commercial Property / REITS 
15% Residential Property / REITS 
30% Tactical Trading & Futures Hedging Strategies  
5%   Corporate Fixed Income (Investment Grade), GBP & USD, Short Duration      
5%   Cash 
                                                                                                                                             
Key Comments:                                                                                                                                                   

Whilst the vast majority of our communications for recent months have been of the instant 

message/bite-sized variety, it now seems to be the right time to draw some of our recent observations 

together into an interim update. 

Our general perspective now is one of alert and caution but not panic.  The dislocation between market 

pricing of assets and outcome probabilities gave rise to two of the greatest trading opportunities we 

have had in over a decade, Brexit and the Trump victory.  Since those events, capital markets have been 

relatively impervious to all that has been thrown at them, melting upwards steadily. 

So…what have we been doing? Simply put, we have been taking profits wherever we see them, across 

all sectors. 

We are dialling down the risk profile of our equities portfolio, staying within value and digging even 

deeper for greater margins of safety. We have also, for the time being, halved our core cash equities 

weighting. This includes exiting our long held darlings such as Cisco and Nvidia, the latter which we have 

advocated from the 20’s. 

There has not been much change to our outlook on our Investment Grade Corporate Fixed Income, 

where we continue to let the allocation run down as securities are called or redeemed.  

In essence, we have tried to inject a dose of fighting flexibility into our model portfolio and hence have 

raised our exposure to tactical and positional trading significantly. This will encompass hedging models 

relating to core asset holdings as well as both tactical and strategic positioning across FX, Derivatives 

and Commodities. 

Our reasons? We think that there may be a little more upside to go for assets which are underpinned by 

low interest rates, specifically top tier equities and real estate. However, the economic and geo-political  
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Cross Asset Conviction List  

The Conviction List is a collection of investment ideas from across the investment discipline 

spectrum that look most promising based on a combination of  fundamentals and shorter 

term catalysts. The list is not an investment portfolio. It has no mandated sector allocation or 

prescribed risk profile criteria, no ‘style’ bias nor any concentration or other constraints.  

 

landscapes have prompted us to reduce our stock specific risks and to be more responsive to event-

specific risks. So, we have released core position holdings and replaced them with more nimble and agile 

alternatives.  

Our model portfolio is still a net long of equities and real estate as one can observe. However, should we 

desire to swing to a net short for a set period of time, we can now do so, instantly. 

Kinetic Energy = 1 2⁄ mv2  

Simply put, Speed is far more relevant than Mass. Fast hands and quick feet are more effective than 

heavy hands and leaden feet. We can respond even faster now than before and we are now also liquid 

enough to act with conviction when the opportunity arises. 

We anticipate providing more granular details in the coming weeks. 
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This communication, inclusive of attachments, is for information purposes only. It is also confidential, legally 

privileged and may not be transmitted, reproduced or used in any way without our express permission. It is not 

intended as an offer or solicitation for the purchase or sale of any financial instrument, nor is it an official 

confirmation of terms. These investments may not be suitable for retail clients due to the risks involved. Axis 

Investment Management (AX-IM) and it's Principal Firm AX Markets Limited provide services to Eligible 

Counterparties and Professional Investors only, as defined by the Financial Conduct Authority (FCA). This 

communication is not for Retail Investors, who should consider seeking independent investment advice. The value 

of investments can go down as well as up and all investments carry the risk of total loss. Trading in Derivatives can 

result in losses that far exceed the initial invested amount. Past performance is not a guide to future performance. 

AX-IM does not perform an underwriting role. AX-IM and AX Markets may have already disseminated this content 

to other parties and may already hold positions in these investments. FCA Authorised as an Appointed 

Representative Firm of AX Markets Limited. E&OE. 
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