
 

 

 

 
 

Portfolio commentary 
 

 

Following a sharp rise in volatility in the first quarter, a degree of stability returned in Q2.  Global equities returned 

+0.7% over the quarter while US Treasuries returned +0.4%.  However, this masks some significant divergence 

across markets.  In equities, emerging markets fell by 8.8%, compared with the top performing major market, the UK, 

up 9.3% in sterling terms.  The most notable moves were in oil, up 11.6%, and the US dollar which strengthened 

materially against most other currencies. 

 

The Fintax International Balanced Fund returned +0.3% over the quarter and the Fintax International Growth Fund 

returned +0.8%.  Over 5 years the Funds have returned +6.8% per annum and +7.7% per annum respectively, which 

places them in the top quartile versus peers: 

 

 
  

America’s withdrawal from the Iran nuclear deal in May resulted in the reimposition of sanctions and reduced supplies 

of Iranian oil onto the global market.  At a time when Venezuelan production was collapsing due to the implosion of 

effective governance, the oil price surged, taking the rise so far this year to 19%. 

 

To date there has been little follow through into inflation, which generally has remained subdued.  The biggest threat 

to inflation comes from the US, where the economy has been performing well and is now being boosted by fiscal 

expansion in the form of tax cuts and additional government spending. 

 

This is the key to future market direction.  An acceleration of wage growth would likely result in the Fed tightening 

policy more aggressively than currently envisaged.  While geopolitical issues like trade wars and Brexit have the 

potential to derail markets from time to time, none of them have had any lasting impact.  Instead we believe US 

monetary policy will ultimately determine the longevity of the current cycle. 

 

The global economy is in good shape, with the soft patch in Q1 being followed by a pick-up in growth through Q2.  A 

combination of steady growth, modestly rising but still subdued inflation and gradual monetary tightening is likely to 

keep bond markets under pressure with yields rising further, but not to levels which would undermine equity markets.  

Markets are undoubtedly more vulnerable to setbacks and greater volatility than in 2017, but we believe it is too early 

to be calling an end to this cycle and hence we still remain heavily invested in equities. 

 

In bond markets yields have risen, making today’s entry point more attractive.  We have built our liquid alternatives 

bucket (Aberdeen, Allianz, F&C, Goldman Sachs and Neuberger Berman) to enhance the diversification of the 

portfolios and to provide some protection in more difficult markets, and in part as a reaction to the poor value on offer 

from government bonds.  As yields rise and bonds become more attractive, the liquid alternatives will increasingly 

have a higher return hurdle to justify their place in the portfolios. 

 

As we have seen throughout this long cycle, periods of weakness in markets have provided good entry points for 

longer term investors and such an opportunity is opening up in emerging markets, which have fallen sharply from the 

peaks earlier this year.  We see good value in both emerging market equities and hard currency EM bonds (but not 

local bonds). 

 

We see less good value in the US but acknowledge its structural tailwinds, its depth of outstanding companies and its 

key role in the global economy, and therefore retain a substantial equity allocation through the likes of Lyrical, 

Contrarius, Morgan Stanley, Sands and Veritas. 

 

Overall we believe it remains appropriate to stay invested, building greater resilience in portfolios through more 

defensive assets while at the same time taking advantage of valuation opportunities as they arise.  In this respect, we 
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Fintax International Balanced quartile 
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added the December 2023 US Treasury bond to the Balanced Fund in June, while both the Balanced and Growth 

portfolios are well diversified and include some protection in the form of gold, liquid alternatives and put options on 

the S&P 500. 

 

Our equity and listed property managers have delivered strong returns over the past 12 months, notably Contrarius 

(+43%), Sands (+19%), Stenprop (+16%), Polar Japan (+15%) and RWC UK Income Opportunities (+11%), while 

Morgan Stanley (+9% over 12 months; +4.3% over 3 months) performed well last quarter. 

 

Contrarius has been the outstanding performer in the past quarter (+16.5%) and year.  Big contributions to 

performance have come from Twitter, the social media platform, and two resources stocks: Diamond Offshore Drilling 

and Teck Resources Limited.  Macy’s, a position they have been building steadily this year, has also done particularly 

well.  It has been a good time to be overweight energy and materials, but the team’s stock selection has dwarfed the 

contribution of these sector biases. 

 

Contrarius conduct extensive research both into individual companies and industry trends, especially consumption 

trends.  They believe in trying to understand the future on the basis that every business is ultimately a discounted 

stream of future cash flows.  Contrarius have initiated a position in cigarette maker Philip Morris and see the potential 

for significant growth in “heat not burn” cigarettes.  These new products produce a fraction of the harmful compounds 

created by regular smoking, but still carry the smell and taste factors that customers are used to.  Having seen the 

stock underperform the market by 40%, Contrarius believe they are now able to access a company with above 

average growth potential at a valuation on par with the wider market. 

 

Sands are a global Growth manager and the market has rewarded high growth companies over the past 18 months.  

The consensus long-term earnings per share growth forecast for the companies in Sands’ portfolio is twice the 

market average.  We seek to appoint specialists who can discern true long-term growth potential amongst the many 

fad and fashion business cases.  Key contributors to performance over the past 12 months were Amazon, Netflix, 

Visa and Alibaba. 

 

Morgan Stanley also seek consistent growth but they look for more mature businesses that have demonstrated their 

resilience through several cycles, evidenced by consistently high margins.  Cash generative businesses are self-

financing and are therefore able to react to change (and capitalise on the opportunities it inevitably brings), rather 

than being captive to the whims of lenders.  Change is afoot: China is deleveraging, having been the world’s biggest 

credit creator in the last 10 years; the consensus in favour of global supply chains is falling apart, led by Trump’s 

America First agenda; attitudes towards data protection are evolving.  In this environment Morgan Stanley’s holdings 

of tried and tested businesses are important and valuable components of the Funds.  Big contributors to performance 

over the past 12 months were Microsoft, Accenture and Visa.  They also benefitted from the bidding war over 

Twenty-First Century Fox. 

 

Finally Stenprop, who have returned +16% over 12 months to the end of June in dollar terms.  The company 

relocated to Guernsey and gained UK REIT (Real Estate Investment Trust) status at the start of May.  Shares began 

trading on the London stock exchange on the 15th of June.  Guidance for a full year dividend of 6.75 pence per share 

represents a yield of 5.7% on the current share price, and we note that similar shares are trading at or above net 

asset value in contrast to Stenprop’s sizeable discount.  Some of this is justified given the work that still needs to be 

done to reposition Stenprop’s portfolio as a multi-let industrial specialist in the UK, leveraging technology to 

implement a short-term flexible leasing model.  They still have a significant portfolio of German properties to sell 

down and as part of this they aim to reduce leverage further, having already cut it below 50%, but it is a case of so far 

so good and we believe in the quality of the management team that has been assembled to implement this major 

repositioning of the portfolio. 

 

Source: Bloomberg / Morningstar.  Returns in US dollars unless otherwise stated, June 2018 

Past performance is not indicative of future returns.  



 

Important notes 

This document is only intended for use by the original 

recipient, either a MGIM client or prospective client, and 

does not constitute investment advice or an offer or 

solicitation to buy or sell. This document is not intended for 

use or distribution by any person in any jurisdiction in which 

it is not authorised or permitted, or to anyone who would be 

an unlawful recipient.  The original recipient is solely 

responsible for any actions in further distributing this 

document, and in doing so should be satisfied that there is 

no breach of local legislation or regulation.  This document 

should not be reproduced or distributed except via original 

recipients acting as professional intermediaries.  This 

document is not for distribution in the United States. 

 

Prospective investors should take appropriate advice 

regarding applicable legal, taxation and exchange control 

regulations in countries of their citizenship, residence or 

domicile which may be relevant to the acquisition, holding, 

transfer, redemption or disposal of any investments herein 

solicited. 

 

Any opinions expressed herein are those at the date this 

document is issued.  Data, models and other statistics are 

sourced from our own records, unless otherwise stated.  We 

believe that the information contained is from reliable 

sources, but we do not guarantee the relevance, accuracy or 

completeness thereof.  Unless otherwise provided under UK 

law, MGIM does not accept liability for irrelevant, inaccurate 

or incomplete information contained, or for the correctness of 

opinions expressed.  

 

The value of investments in discretionary accounts, and the 

income derived, may fluctuate and it is possible that an 

investor may incur losses, including a loss of the principal 

invested.  Past performance is not generally indicative of 

future performance.  Investors whose reference currency 

differs from that in which the underlying assets are invested 

may be subject to exchange rate movements that alter the 

value of their investments.  

 

 

Under our multi-management arrangements, we selectively 

appoint underlying sub-investment managers and funds to 

actively manage underlying asset holdings in the pursuit of 

achieving mandated performance objectives.  Annual 

investment management fees are payable both to the 

multimanager and the manager of the underlying assets at 

rates contained in the offering documents of the relevant 

portfolios (and may involve performance fees where 

expressly indicated therein).  

 

Momentum Global Investment Management (Company 

Registration No. 3733094) has its registered office at 

The Rex Building, 62 Queen Street, London, EC4R 1EB. 

 

Momentum Global Investment Management Limited is 

authorised and regulated by the Financial Conduct Authority 

in the United Kingdom, and is an authorised Financial 

Services Provider pursuant to the Financial Advisory and 

Intermediary Services Act 37 of 2002 in South Africa.  
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