
Performance summary

The Funds rose sharply in July, with Balanced up +5.6% and Growth rising +6.2%. Our equity positions 
rallied over 5% during the month, led by our private equity manager, Chrysalis, while our blend of fixed 
income assets in the Balanced Fund also rallied over 3%. Precious metals were the standout perform-
ers in both Funds, with gold up +11% and silver up +33% in July. Equities were led higher by positive 
data surprises in various key indicators such as consumer spending and employment, which showed 
the recovery outpacing consensus expectations. Borrowing rates have remained at all time lows, which 
has led to downward pressure on the dollar which declined 4% this month on a trade-weighted basis 
and down 10% from its peak in March. This helped risk assets generally and underpinned the afore-
mentioned gains for precious metals.  

Manager commentary

As mentioned in previous commentaries, we have been blending equity styles of growth, quality and 
value, to capture key drivers of return. Amongst our growth managers, Chrysalis returned 20.1% over 
the month. Chrysalis invest in late-stage private companies, which are expected to go public within 
several years. The fund achieved a milestone in July, successfully completing its first sale of Transfer-
wise, which resulted in a significant uplift for shareholders. Transferwise is an online money transfer 
service based in London and has shown remarkable growth since launching in 2010.  The Chrysalis 
fund is now up +4.4% year to date.

While most ideas worked last month, Prusik, our Asian equity specialist, disappointed. The primary 
reason is the unrest and uncertainty in Hong Kong where the fund has 33% exposure. This includes a 
significant real estate component which has lagged the market rebound and still trades at 50% dis-
counts to the manager’s estimated NAV in some cases. Investors should, therefore, be compensated 
for holding on. Due to the associated uncertainty, Prusik remains a limited position in the Funds and 
one which we are monitoring closely as events in Hong Kong unfold.

US dollar weakness

A key development in recent months has been the general weakening of the US Dollar and its status 
as the world’s reserve currency. Assets such as commodities that are priced in dollars have performed 
strongly, and non-US equities have been performing better in dollar terms. Several investors have 
become concerned over the potential negative impact of US monetary and fiscal policy on the dollar, 
and even Warren Buffett (notoriously averse to gold investments) has announced a position in Barrick 
Gold. Despite this rally, the currency still looks expensive versus other majors on the basis of its real ef-
fective exchange rate (REER). The chart below has been produced by Citigroup and compares the dol-
lar against a basket of 11 Developed Market currencies, with data going back to 1989. The current index 
value of 94.9 gives an indication of its richness, as it remains higher than the long-term average of 87.0 
and at the upper end of its historical range. The portfolios remain well positioned to benefit from this 
trend with exposure to precious metals, non-dollar denominated equities and various inflation hedges.

PORTFOLIO POSITIONING UPDATE    
JULY 2020
18 August 2020



Conclusion

The key factors underpinning the rally in global equity markets have been a benign interest rate envi-
ronment, and huge injections of liquidity from global central banks. This bodes well for returns in the 
latter part of this year. Caution is warranted however; despite news on the search for a vaccine being 
unwaveringly positive in recent months, we still don’t know when governments will be able to relax 
socially distancing rules and as long as these measures remain in place, many companies will continue 
to be severely impacted.

As a result we continue to hold a blend of defensive assets in the Funds, including convertible bonds, 
Treasuries, Treasury Inflation Protected Securities (TIPS) and cash. Gold and silver, two of our pre-
ferred defensive assets, have performed extremely well year to date. This raises the question whether 
we should be looking to trim our allocation. We are minded to hold on: gold is still under-owned rela-
tive to other assets, having represented a smaller and smaller proportion of many investors’ portfolios 
in recent years. We also maintain equity index put options in both Funds, as touched on in last month’s 
report. These instruments will go up in value if equity markets suffer a fresh setback, and therefore 
provide reliable protection in the Funds.
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