
 

 

 

 
 

Portfolio commentary 
 

Global equities were down 1% in US dollar terms by the half-way point of the year, but rallied by over 5% in the third 

quarter. Global bonds on the other hand fell again, continuing their weak performance from the second quarter. Over 

the past two years global equities have added +14.2% per annum compared to -0.9% for global bonds, consistent 

with our view that investors should continue to hold equities over bonds in this current cycle. 

 

The Fintax International Balanced Fund returned +0.8% over the quarter and the Fintax International Growth Fund 

added +1.1%. The Funds have returned +5.5% and +6.3% per annum over the past 5 years in dollar terms (+13.1% 

and +14.0% per annum in rand terms), which places them in the 1st quartile of the peer group: 

 

 
 

We have been surprised by the extent of the US stock market’s outperformance in this latest cycle. Per the following 

chart, the US has outperformed the rest of the world by over 60% in the past five years: 

 

 
 

Our bias away from the US stock market has been a key detractor from performance this year and we have clearly 

been wrong, or at the very least early. We have implemented this underweight on the basis of our forward-looking 

return expectations and relative valuations, which in the case of the US are extremely stretched. The US is the best 

market in terms of the depth of world class businesses listed there, but we struggle to see how it can deliver good 

risk-adjusted returns going forwards; investors are simply paying too much for these companies. In contrast, UK 

equities have underperformed the rest of the world by some 30% since the Brexit referendum in 2016, and hence 

justify an overweight allocation in our opinion. 

 

Other trades have performed better than our US underweight – rather than owning government bonds, we prefer 

emerging market debt, convertible bonds and US short duration high yield, all of which performed significantly better 

over the quarter: 

 

1 year 2 years 3 years 5 years

Fintax International Balanced performance

(annualised)
4.3% 7.6% 7.3% 5.5%

Quartile rank (Morningstar Open-Ended USD 

Moderate Allocation)
1 1 1 1

Fintax International Growth performance

(annualised)
6.0% 10.4% 9.9% 6.3%

Quartile rank (Morningstar Open-Ended USD 

Aggressive Allocation)
2 1 1 1
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The effect of ultra-loose monetary policy by the major central banks has pushed bond yields down to unsustainably 

low levels, and in general bonds remain overpriced. As an alternative to expensive bonds we have built a diversified 

basket of investments that includes property, gold, cash and liquid alternatives. We are not perennial bond bears 

however, hence expect to see us reintroducing more bonds into the Funds as yields rise. 

 

Markets have sold off sharply as at the time of writing. While we are wary of the escalating trade war between the US 

and China, we do not think this is the start of the next big bear market. We don’t see any signs of stress anywhere 

and other than Italian bank stocks there is no pressure in the banking system. Instead we think the current sell-off is 

the result of the rise in US interest rates, which has significantly changed the valuation basis for riskier assets. 

 

Without question the goldilocks environment of 2017 is over and greater resilience in portfolios is warranted through 

more defensive assets (less credit, some Treasuries, alternatives, gold, retaining Value managers) but we do not 

think now is the right time to be cutting equity risk meaningfully. 

 

The Funds invest with outstanding underlying investment managers, selected from around the world. We met Crux, 

our European equities specialist, in London recently. They stick steadfastly to a simple, intuitive philosophy: invest in 

good businesses with good management teams where there is demonstrable alignment of interest between 

executives and shareholders. Over three years they have returned 9% per annum compared to 7% for European 

markets, with the biggest contributors being Sika, Wolters Kluwer and CompuGroup Medical, which returned 

approximately 185%, 105% and 77% respectively over the period. 

 

We also met Morgan Stanley, our global Quality equity manager, last month. Like Crux, Morgan Stanley are 

puritanical when it comes to the types of companies they are looking to invest in. They only invest in the highest 

quality companies which are able to defend and steadily compound earnings at an above average rate. The strategy 

has performed well over the past 12 months, adding close to 16% compared to 12% for the MSCI World Index. Big 

contributors were Microsoft and Visa, both of which added around 50%, and Twenty-First Century Fox which was the 

subject of a bidding war between Walt Disney and Comcast. 

 

RWC performed well over the quarter. Rewind 12 months and RWC were well behind the UK stock market. They 

have steadily closed the gap by sticking to their Value investment approach; despite Value styles struggling across 

most other markets, they have returned over 12% in sterling terms compared to 5.8% for the UK market. 

 

We spend time thinking about market dynamics and the Funds’ asset allocation policy, while our underlying 

managers focus on business fundamentals and identifying value within their individual markets. Together this 

combination of expertise has led to good returns historically and we aim to repeat this performance going forwards. 

 

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

Past performance is not indicative of future returns.  

-1.0%

0.0%

1.0%

2.0%

3.0%

Emerging
market debt

US short
duration high

yield

Convertible
bonds

Government
bonds

P
er

fo
rm

an
ce

 d
u

ri
n

g 
Q

3
 2

0
1

8



 

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.  

 

© Momentum Global Investment Management Limited 2018 

 

 


