
The Fintax International Balanced Fund returned 2.9% in June and the Fintax Interna-
tional Growth Fund returned 3.1%. As such both Funds continue to participate fully in 
the rally in risk assets despite their lower allocation to global equities: the Balanced Fund 
is 48% invested in global equities and this is further reduced by our protective options, 
which cover 10% of this equity position. Similarly, in the Growth Fund, the equity expo-
sure is 72% less 10% in equity put options.
 
Given this reduced allocation to global equities, the key driver behind recent returns 
has been the strong performance of our fixed income positions and more importantly 
our European property positions. Ediston rose 14% in June and Stenprop added 18%, 
as investors took advantage of their high dividend yields. At the start of June, Ediston’s 
dividend yield was 11% and it remains attractive in spite of these moves.
 
We increased exposure to corporate bonds in the Balanced Fund during June. Our pre-
ferred manager, Muzinich, has a track record going back to 2003, during which time 
they have experienced cumulative defaults of 1.8% or approximately 0.1% per annum. 
This track record extends back through 2009 when defaults rose sharply in the wake of 
the Great Financial Crisis. We value Muzinich’s prudent approach to credit selection as 
we head into a challenging period for corporate borrowers, although nonetheless one in 
which we expect to be well rewarded for bearing this credit risk.
 
Equity markets have rebounded sharply as we highlighted in last month’s commentary 
and there are clear reasons for caution: the US is struggling to contain a second wave 
of the virus and hence plans to ease restrictions are either being delayed or reversed. 
Meanwhile income support schemes for people who have lost their jobs or been fur-
loughed are coming to an end, at which point the true impact of record high unemploy-
ment figures will be felt by economies. Against this backdrop, the valuations of certain 
companies and sectors within equity markets look challenging: Tesla is now the world’s 
largest car manufacturer on the basis of its share price, ahead of Toyota despite selling 
10 million fewer cars in 2019.
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There are positives however: the progress of loosening restrictions in Europe has thus 
far proceeded far better than in the US. There has also been progress on a vaccination 
and never before has there been this level of coordinated global effort to finding one. 
Further fiscal support is almost certainly on the way, as Western governments take ad-
vantage of extraordinary low borrowing rates, with US 30 year yields down to 1.3%, and 
UK yields now negative out to 7 years. Finally, while pockets of equity markets are ex-
pensive, in aggregate valuations remain compelling compared to these aforementioned 
government bond yields.
 
We expect a long and bumpy recovery and hence we are focused on the strength of the 
underlying businesses in which the Funds invest, some of which are likely to entrench 
their competitive advantages through this crisis and thus emerge stronger. We own a 
blend of defensive asset classes, including Treasuries, inflation linked bonds, gold and 
cash, and we have latterly re-struck our equity options to ensure the level of protection 
they provide does not drift lower as equity markets grind higher.
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