PENROSE

FINANCIAL

Press Clipping

Client: Gore Browne Investment Management

Source Investment Adviser  (Absolute Returns Supplement )
Date: 19 April 2010

Page :

M For those keen to re-enter investment markets, absolute return strategies

could bejusi what they are looking for, but it

's vital to know what works and what doesn’t

The dynamics of
absolute returns

John MacMahon There are also some structured prod- Investors ment bonds and high-quality corporate
ucts, which are promoted as absolute need to bonds. While the outlook for UK govern-
Judging by the flood of abso-  return vehicles. These are complex, illig- understand  ment debt looks challenging in the short
lute return products into the  uid, and usually expensive. While some thedynamics  term, exposure to the asset class can still
Wy market recently, you could be  work well, advisers should be wary. of any be justified, albeit closely monitored for
forgiven for thinking that this is a new portfolio, duration risk.
phenomenon or investment approach. In Best way forward and should Actively managed fixed income strate-
fact, absolute return strategies have been For many investors, who are considering really take gies can take advantage of likely changes
around for many years. re-entry into challenging investment mar-  advice on in the shape of yield curves as the debate
As an IMA sector however, it has existed ~ kets, an active absolute return strategy how they on whether interest-rates will remain
since 2004, with the launch of the first appears to offer the best way forward. work lower for longer rages on. Within actively

fixed income based funds. Since thén the
sector has diversified substantially into
long/short equities and into multi-asset
portfolios. So, it follows that absolute
return funds are an approach to running
money, rather than an asset class. It is
therefore highly probable that the returns
will vary according to the underlying asset
class and the specific management
approach.

Investors need to understand the
dynamics of any portfolio, and should real-
ly take advice on how they work. Many of
the funds employ complex strategies.

Bonds no longer have compelling value
and equities have rallied very sharply since
the low levels of early 2009, so it seems
entirely rational to invest with caution. But
given the complexities of many of the
strategies, and the range of different prob-
able outcomes, it makes sense to use a
dynamic approach across a range of
investments with a spread of different
investment risks.

A multi-asset absolute return portfolio
typically has at its core a diversified spread
of liquid fixed-income investments, includ-
ing domestic and international govern-

managed bond portfolios, US government
bonds and many well-financed, emerging
market bonds are also looking attractive,
as do their currencies.

Active fund managers can offer substan-
tial value to an absolute return portfolio.
These managers may include funds of
hedge funds, single managers or the new
Uits ITI ‘hedge-lite’ vehicles and each has
its own merits. Overall, an experienced
investment team with a disciplined
approach to risk management can, barring
another banking crisis, achieve low-volatil-
ity and cash plus returns.






