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Most people's portfolios today are very equity dependent and then they mix it up with some cash or 

bonds. They have equities, property, a whole bunch of equities and quasi-equity type securities, and they 

have bonds or cash, basically, alongside it as a more defensive portfolio. 

Now, at the moment, I would say, given the policies we're likely to enact and that we are enacting, and 

given where we are at with respect to valuations, that the defensive part of the portfolio on a medium- to 

longer-term basis looks terrible. Basically, the only way you can really come up with great returns out of 

that is actually speculating on the fact that interest rates are going to go negative, that we're going to do 

all this crazy stuff to make duration worth something or yields go significantly lower. And you're 

speculating on capital gains. 

Because the yield you're getting out of cash or bonds, basically is very low, sub inflation, and doesn't 

give you an adequate return on just any sort of common-sense analysis of it for the future. And 

particularly so given the risks that we might face in the medium term from a stagflationary-type 

environment or a more inflationary type environment.  

So, you look at that bedrock or defensive portfolios and it doesn't look very attractive. So, what we see is 

most allocators basically agree with that. They say "we don't really like cash and bonds, clearly they're 

yielding nothing, so what do we do? Oh, I know, let's push more money into equities or unlisted equity-

type risk." From a macro perspective, or a big picture perspective, or a risk perspective, it's all the same 

sort of risk: you're actually exposing the whole portfolio to basically significant inflationary interest rate 

risk over time.  

And for me, if I'm thinking from the point of view of a client, I don't want my whole portfolio dependent 

upon one thing. I want my portfolio to be diversified because I know no one's got a crystal ball and that 

we don't know what the future holds, and we need to make sure we're protected against whatever 

happens so that we don't face disastrous consequences. We don't lose a lot of money. 

Now, if you go and buy, if you load up your portfolio purely and simply just with equity risk, then you 

take on a lot of risk of having significant falls in market prices, because we are at high valuations because 

we have stimulated the markets a lot, we're taking on a lot of risk. That's what we can say for sure. The 



return we get, we can debate. But let's take on the view that we're actually taking on quite a lot of risk 

because of that. And that that risk we're taking on isn't really aligned with what clients actually really 

want. Clients, when they go to someone, to an advisor or they go to an investment manager, what they 

want you to do, is they want you to make them money and they want you to manage their risks, such 

that they don't lose lots of money, they don't have massive drawdowns. Because most people we know 

can't tolerate 20% drawdowns, let alone 30% drawdowns, let alone 50% drawdowns. That makes you 

sick, right? If you've got your life savings there and that's how it's being managed, that's actually a big 

problem for you. 

And so the point I'm making is that we need to think outside that box, that box of just cash, bonds and 

equities in order to get the result that clients really want and need, given the particular market 

circumstances that we have. We need to think more broadly than that. We need to solve the problem in a 

different way because we're not giving people what they want or need, and we're not actually being 

responsive or considerate of the market we actually face today. 

Now, why do people do this? Because they've always done this, right? So, it's a bit of a status quo bias 

coming in here: “We've always managed portfolios like this, and look, it's worked, it hasn't worked that 

great, but it's worked okay, so we'll just keep doing it”.  

For me, you've got to look forward and you got to say, are we getting enough return for the risk we're 

taking? And clearly, if you're investing in some assets, which have a likely return of low single digits, and 

you're taking on massive volatility risk, and you're taking massive risk of large drawdowns, just prima 

facie, you're not getting a great result out of that. 

And that's what the industry at large is offering. It's just not good enough. We can do a lot better than 

that. We need to think more about how we take responsibility for producing a return. It's no good just 

saying, that's what we've always done, we're going to keep doing it. It's no good saying “markets fell 

30%. I'm sorry, but I fell 28%, so I did a great job”. That's not what clients really want from their 

investment managers. They want you to manage their risk and they want you to get them good absolute 

returns, so I think what I'm pushing for is, we can actually do that. If you've got the tools within the 

industry, they've got lots of options out there to think more broadly in order to solve that portfolio 

problem, in order to actually produce a result for clients that they actually want and need, and which 

really respects the investment environment that we're in. 

Q: We’re seeing enormous money printing globally – what needs to give? 

I think the markets generally think nothing needs to give, we can just keep going the way we're going. 

Interest rates going to remain low forever, it's going to keep boosting up asset prices forever, and that 



nothing ever has to give. We can keep growing up, growing this debt bubble bigger and bigger and 

bigger, and we never have to face a reckoning. We never have to have reality hit home, we can divorce 

asset prices from economic reality, so we can run the economy terribly, we can cause all sorts of 

misallocation of capital, and yet we can simultaneously inflate asset prices forever.  

That's basically the bet you’re making if you are investing in a traditional fund or investing in the 

traditional way, or if you believe what you read every day and what you see from most people in the way 

they invest: that we can just keep inflating asset prices and that they can be divorced from economic 

reality.  

But economic reality isn't that great right at the moment. It really isn't. And it's very hard to see it 

improving significantly. There are obviously some things that can make it improve in the short-term 

meaningfully, such as get some vaccines out there that actually work and get confidence back to the 

economy and people can go about operating more normally, in terms of the way the economy functions, 

and we can try to ensure employment improving etc. But at the end of the day, the policies that are 

being enacted today and the hope, if you look, it's very difficult to be optimistic that the policies we have 

governments enacting today are really wealth-generating. They're not, and a bet on many markets is 

actually a bet on future productivity improvements, future wealth generation actually occurring, as 

opposed to just creating a Ponzi economy and just blowing up asset bubbles. We have much more of the 

latter at the moment. We really are going down the route of ”let's blow up an asset bubble. Don't worry 

about whether we fix the economy or not, that doesn't matter, let's just keep spending money, let's 

spend more of it, and all we need to do to fix our perceived inflation problem, which probably isn't even 

a problem anyway, is actually to print more money, for government to intervene more in the economy, 

decide who are going to be the winners, who are going to be the losers, to spend more money. We don't 

need to make the hard choices of how do we make things better for everybody? Rather than, how do we 

create real prosperity, as opposed to create fake wealth”? 

Are you still bullish on precious metals? 

So, my call on precious metals, which I did publish on Livewire, I've actually been bullish on precious 

metals for about two years, quite a long time. But I did publish something on Livewire on this, earlier this 

year, at a very pivotal point, I guess, before gold and silver did really well, was a call that precious metals 

were very likely to go up. 

Part of what I do is actually asset allocation, and part of what I do is manager selection. But they're both 

important to managing risk, they're both important to seeking opportunity. And for me, if you're an asset 

allocator and you actually understood the way the world was going and what was going on, it was quite 



clear you should have some exposure to precious metals in your portfolio. So, it's quite amazing to me 

that most people who claim to be asset allocators and run diversified portfolios, most of the industry, 

frankly, didn't have any meaningful exposure to precious metals. Incredible when you think about it. 

Now, I think it's become more widely accepted that you really need to have some precious metals in your 

portfolio. But It was a tremendous opportunity back then. Thinking outside the square again, thinking 

beyond the square, beyond the box of just equities, bonds and whatever, to: there's another asset class 

here, which is interesting and has a really skewed outcome in terms of the likely returns from it, which 

are very favourable. 

So when I'm looking at different asset classes and so forth, I love positive skew. I think the downside's 

relatively capped in this situation and the upside's actually quite large. So that's the sort of asset class 

where you want to go, I want to have some of that in the portfolio, and frankly, not having any of it was a 

very brave and foolish thing to do in my view. But yes, we did have that.  

Obviously now we're at a different time in the markets, it's not as favourable a skew in terms of the 

results from owning precious metals. I still think going forward, the scope for precious metals to do well, 

they may have some setbacks along the way. In fact, they almost certainly will. But if the policies that we 

see being enacted continue, there are still reasons to remain bullish. It just doesn't have the same skew 

or favourable outcome that we saw previously. 

Q: Where do you see a new opportunity today 

There've been some really big winners and there's been plenty of laggards and losers as well. And really, 

all the capital’s flowed to those winners. So, we see a very momentum-based investor base. For years 

now... when governments interfere in markets, they cause abnormal things to happen. So, you don't have 

normal clearing mechanisms. You think about the types of investors out there, and you divide them into 

two simple categories. You say, “I'm either a momentum-chaser and jump on momentum, hoping it will 

continue to perform well”, or, “I'm a fundamental value investor, and I look at it and I say, what's it 

worth? I'll buy it if I think it's cheap”. 

That latter category of value managers have really been taken out and had their heads chopped off by 

the sort of markets we've had in the last few years. It hasn't been a very successful strategy to go out 

and say, I think this represents value, I'm going to buy it. You've been completely run over by markets, 

your investors probably hate you because you're a massive under-performer, all the money has been 

withdrawn from you, big institutions have taken your money and said, you're an idiot, I don't know why I 

gave you the money in the first place. I'm going to take it away from you, I'm going to give it to my 



momentum manager because they're clearly a lot smarter than you. They knew that these tech stocks 

were going to go up, and so I'm with them. 

So, it's created this massive imbalance of capital in the markets. And so we're getting to an interesting 

time now where we might be near a pivot point in markets, as I talked about previously. If we do see 

significant fiscal policy, that will be a massive change from where we were in the last few years, where it 

was all about really easy monetary policy, but fiscal policy wasn't as big. If we do see now concerted 

push towards massive monetary and fiscal policy together and a concerted push towards some of those 

modern monetary theory type ideas, where we want to just basically give money to everybody and hope 

they spend it, pushing for inflation, then that sort of market's a very different market from the one we've 

been in. And we can really see a reversion there in terms of that massive divide between certain value 

stocks and growth stocks, in terms of what might perform going forward. 

Now, that being said, because I'm quite negative on the markets more broadly and concerned... Well, I'm 

really negative on the economy, and the way it's being run, if you really think about it, mostly. There are 

lots of businesses which are being zombified. They're useless. There are many more things you'd say I 

don't want to invest in than I would... and this is part of the problem with index investing, right? There 

are many more things you look at and say, there's no way I want to invest in that rubbish. It's not going 

anywhere, it's not creating any value, it's not doing any good, why do you invest in equities? Because 

they're actually growing well. They grow... in some way they're actually growing, or they're just 

spectacular value, I guess, in some way, and you can see something that'll change, make that value be 

realised. 

But you look at so many value type stocks and value type companies, they're really going nowhere with 

the economic environment we've got, they're problematic. They're not necessarily that cheap... but they're 

certainly a lot cheaper than some other things. So, you have to really look, you have to really sort 

through all that junk to find the little treasures. You have to do something quite specific and actually 

break it down and find out, what of those things is actually worth buying? 

But I think there's opportunity in that, basically, for those prepared to do the work. Obviously, as I 

mentioned, the typical portfolio is not doing this. They basically say I'll just buy everything. Well, I think 

buying everything's a terrible strategy right here. Because as I said, more and more of the market's 

becoming stuff you don't want to buy, at all, because it's basically ruined by the sort of economic 

circumstances we have. It's been zombified, it's been kept alive, it's rubbish, doesn't have a great future 

etc. 



So you got to avoid all that stuff, all those value traps, and there's a lot of them, and find stuff that 

actually represents reasonable value, or fits somewhere between that value and growth spectrum, which 

is being overlooked by the current market with its massive concentration and just certain parts of the 

market. And because of that preponderance of momentum-chasers out there. 

Q: What’s the advantage of a multi-manager approach 

There's a place for lots of things in markets. Part of it is working out, what manager actually works for 

me, and in terms of achieving objectives I have, and how do I combine them in a portfolio, such that my 

portfolio result is actually what I'm looking for? Part of the problem with picking any one individual 

strategy... part of the problem your clients have, if they say, I want to go and pick an individual manager, 

is that they may pick a great individual manager, but even if they're great, they can still have three years 

of underperformance and that will really test their patience and their belief in that manager if that 

happens. 

Whereas one of the beauties about running a multi-manager strategy is we take down that risk 

significantly, because we deliberately look for different types of strategies, all of which have something to 

offer, but which work a lot better in a whole portfolio sense, because they're complementary to each 

other, because they take down the downside risks, so that we actually get value. No matter which 70% 

of the managers that are actually good, actually contribute and actually achieve a result, we capture that. 

We also have the losers in the portfolio. A multi-strat or a multi-manager is never the best thing that's 

out there. Never the highest performing thing. Can't be, right? You're not 100% tech stocks at the 

moment. You're nothing like that. The benefit of that is you can actually really avoid the worst of the 

worst. When things turn, you're actually able to minimise that risk, and by avoiding big drawdowns, that's 

how you build long-term compounding for clients. If you really focus on long-term compounding, you 

really do need to be diversified. 

Q: What are the most important considerations when picking a manager  

If I'm an investor out there looking for a manager in this environment, I want to be asking: if the economy 

remains really weak, or if markets don't do anything for the next five or 10 years, how are you going to 

make me money? Because the big challenge we have going forward is actually a return challenge.  

How do investors actually get a real return going forward? So I want to be asking my manager or asking 

my advisor, what are you going to do for me that's different? How is what you're offering just riding the 

market, and how is valuating beyond just what the market provides? 



Because I'm worried the market doesn’t provide any return and the market going up and down like a yo-

yo, but net-net, we end up going nowhere in real terms, given where we're at now in markets. And I want 

a solution that gives me something better than that when I'm asking an advisor or a manager, they've got 

to offer me something better than that. How are you different from an index type strategy? Because I'm 

worried about an index type strategy. It's got a lot of rubbish in it. I don't want to own that rubbish. I 

want to be much more selective. 

How is what you're doing different from that, and how is what you're doing different from what other 

people are offering? Are you just with the trend, are you just chasing what everyone else is chasing out 

there in markets, or are you really doing something very different? What do you own that's different? 

What are you going to put in my portfolio that's very different from what other people are doing? And 

how can you evidence that? How can I be sure you're not just chasing the process that worked for the 

last 30 years, and think that's going to work for the next 10? 

Looking forward, to provide an active return, you're probably going to need to be more nimble than 

most. So there's a big push in the industry to build scale, to become like a big bank or something. And 

for investors, that's not actually what... that might be great for the manager or great for the institution, 

but it's not great for the investors, because you're going to need to have nimble decision-making, you're 

going to have to be able to react to changing economic circumstances. You're going to have to have the 

courage to be different. 

And big institutions don't give you that as a general rule. Sometimes they do, but generally speaking, 

they don't. So you need to be able to, ideally, preference boutiques who are really aligned with what 

you're trying to do. Philosophically, do they have an approach which aligns with what you're wanting 

them to do? What are they offering you? What are you doing for you that you can't do yourself? What 

are they doing that can demonstrate it's actually value-adding? Can they actually demonstrate to you that 

the sort of risks we're going to face going forward, they're actually really managing in practice, as 

opposed to just pretending to be active, or pretending to do something different? Are they really 

different? Are they really different from what's out there? Because to get a better result than average, 

and the prospective average return is modest, you need to be different from the average. Now, you can 

be different, you can be better, or you can be worse, but you actually do need to be different. So first 

thing, are you different and how are you good at being different? 

Most management approaches aren't really worth anything. It doesn't matter what they're charging you. 

The fees aren't the major cost. The cost is if the approach just doesn't work in the environment that we're 

in and that we're likely to go in. That's the first thing, that's really key. So it doesn't matter how cheap it 

is, what you provide, if it's not going to add any value. So first thing is, does it add value? And the 



second thing is, does it add value net of the fees that the manager actually charges you? Is what they're 

charging reasonable for what the value that they're adding to you? Is the net of fees result that you're 

likely to get prospectively going to be of value? 

So fees need to be reasonable for whatever it is that they're doing, but fees are not the major cost that 

investors actually face. The major cost is that they're caught up in a traditional way of thinking or into 

something that's really a passive type solution that's not really worth anything, that can be provided at 

extremely low cost, because it's not really very value-adding, or value-generating at all to the investor. 

Q: What are the risks ahead and how are you positioned? 

The next quarter looks like a pretty challenging period because of the election in the U.S. That looks like 

being a very contentious election, with lots of divisions socially between the different parties on the 

ground. There's a lot of unhappy people as a result of what's happened this year. There's a lot of people 

who don't like the other side very much at all. The sides aren't likely to accept the result if it's not them, 

not very easily, so it could be quite a riotous time in the States coming up. So clearly that's a risk. 

We obviously have challenging US-Sino relations at the moment. I think that's going to be problematic at 

some stage. It could be problematic sooner, could be problematic later, who knows. But it's certainly still 

lurking in the background. Obviously China and Taiwan, that's an issue that we have ahead of us, I think, 

in terms of what's going on, the risk of China trying to take over Taiwan is obviously something that 

markets may have to contend with at some stage, the increasing geopolitical tension globally. 

Valuations are excessive at the moment. The bubble has been successfully reinflated, for now, by the 

Federal Reserve, and the massive fiscal policy we've seen out of the States. It's getting harder at the 

moment, we really are due for more fiscal policy, but it looks like we're not going to get that in the short 

term. That's causing a bit of a challenge for where the markets have got to at the moment, because they 

really do need... the big thing about markets at the moment is they need that continuing government 

support to keep going, to keep seeing further gains. Really, this is a very government-dependent, policy 

dependent market. And hence, if we don't see that ongoing policy support this market is prone to falling 

back. 

So I think we can expect not just for the next little while, but beyond that, future crises causing market 

falls and also future ramps from government policy. And we're going to see that juxtaposition up and 

down, but in the long-term, we have the challenge of valuations just being a big headwind towards 

returns. We have a low return environment that's very likely out of many assets. We've really pumped up 

markets to a very large degree, and we keep trying to do that. And the juxtaposition between markets, 

which are very expensive, and the real economy, which is really extremely challenged, is a big divide. 



There's a big divide there. And something you really need to get your head around if you're a long-term 

investor. 

So, we’re trying to be a bit more careful, a bit more defensive. So I think in the short-term, we've seen a 

lot of exuberance coming out of... a lot of chasing of short term calls by retail investors, classical signs of 

overheating in the markets. I think that risk hasn't been considered fully. We've obviously got a risky 

period coming up. The market is so short-term in nature that until the risk is right in front of it, it doesn't 

seem to care about it really, very much. 

That does provide opportunity for more medium and longer-term investors to take advantage of. But 

we're holding fire, really, to some extent, in terms of being a little bit more careful right now. For a lot of 

our positions, it doesn't really change. We have our views, but we also have a very strong desire to build 

a resilient portfolio that can last regardless of what happens through time, and that can produce 

absolute returns. So for us, what actually happens in the very short-term is sometimes secondary to how 

we want to structure a portfolio to succeed for all the risks that are ahead of us, not just in the short-

term, but medium-term as well. 

When I think about the portfolio problem, I think, what are we trying to achieve? So I think the 

investment objective is this: we want to get high single-digit returns, and we want to not lose 10%, 

basically. Don't want to have a drawdown of 10%, and we want to get high single-digit returns, basically 

are the main parameters of what we're solving for.  

So how do I do this? I've got all the market exposures everyone else has. I can go and buy equities or I 

can go and buy bonds, or I can go and buy... put money in cash, and help solve that problem. But as I 

mentioned, at the moment, that doesn't really solve the problem very well, because it exposes me to 

large downside risk, and the medium to long-term expected return from a lot of those asset classes is 

actually very low. It doesn't actually solve what I'm looking for. 

Then I go, right, what else have I got? Well, I've got active managers. I've got people who actually... the 

best in the world. They're doing different things, in sub-asset classes, in little niche opportunities, in long-

short equity management, in trend following, in all sorts of different opportunities out there, and all sorts 

of different active strategies, which are very diverse. And I go and assess them and I say, what do I 

actually think this is going to do? Do I think this is capable of contributing to my portfolio objectives and 

if it is, then there might be a role for that. Then I go, how does that fit in with the other things I've got in 

the portfolio? How does that blend, how do I take down the overall portfolio risk, in order to manage the 

downside risk, such that I've still got a return, but the downside risk is actually managed? 



Another way of thinking about it is by converting these things into numbers. So I might be looking for a 

whole bunch of different strategies, which I think can achieve 10% per annum. Now, of course, in reality, 

what you'll find is that some of them will overachieve and some of them will underachieve any one year. 

But the beauty about being a multi-strat or having a multi-strategy approach, or a multi-manager 

approach, is that if you get most of them right, you tilt yourself towards the positive result. 

And that's what we saw last year, basically. If you're investing traditionally, you basically lost money or 

earned nothing, but if you're investing this way I just talked about, and you got most of the things right, 

most of the underlying strategies correct, you actually ended up with a significantly positive result circa 

7% last financial year, which was 8% or 9% better than if you had the traditional approach of actually 

managing money. So significantly better. And since then it's actually improved even more in terms of the 

relative performance of simply investing in equities or something like that. 
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