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A message to our clients 
 
Fiscal Engineers recently held its Autumn Investment & Risk Committee meeting (IRC), which is the 
forum through which client portfolio and other investment related risks are managed.  Despite recent 
market movements related to uncertainty over the Chinese economy’s prospects, we remain of the 
opinion that clients’ assets are robustly invested in globally diversified portfolios made up of extremely 
high quality, low cost investment funds and are well positioned to weather any market storms.  We see 
no reason to alter portfolio structures or the funds recommended at this time. 
 
In this summary of the IRC meeting, we want to revisit some of the regular pieces of analysis that we do 
behind the scenes aimed at challenging the status quo.  The first important area that we will cover is 
looking at some of the recent compelling evidence supporting a ‘passive’ approach to investing over an 
‘active’ approach.  We have always disliked the word passive and have preferred to use the term ‘pure 
asset class investing’. In a recent article, Charles Ellis1 - a legendary investment sage in the US – 
highlighted the issue most succinctly: 
 
‘All is fair in love and war and marketing. So, active investors can take great pride in their PR 
masterstroke of hanging on index funds the dreaded albatross “passive.” Would any among us ever 
want to be called passive? (Try it. “This is my husband. He’s passive.” Or: “Our team captain is passive.”) 
Of course not! Throughout our society, passive has a major negative connotation while active has a 
major positive connotation’. 
 
The second area we will review will be the return assumption that we use for bonds in the financial 
planning process and assess whether it remains a sensible, long-term central case estimate. 
 
We will share a discussion behind a potential competitor fund to the Dimensional Global Short-dated 
Bond Fund, which concluded that the latter still remains our preferred fund in this space.  
 
Finally, we will cover some recent research on two less known investment risks factors – momentum 
and profitability – how these are reflected in our approach today and whether these deserve greater 
prominence in portfolios in the future and how and when we will make this decision. 
 
We trust that you find this insight interesting and thought provoking.  If you would like to talk further about 
any issues raised in this document, please do get in touch. 
 
 
The team at Fiscal Engineers 
 
Tel: 0115 955 5600 
  

 
1 In Defence of Active Investing, by Charles Ellis, CFA, 23 June 2015.  This is a good, easily digestible piece, which is a back-
handed compliment to the members of the CFA Institute comprised of many active investment managers.  
https://blogs.cfainstitute.org/investor/2015/06/23/in-defense-of-active-investing   
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1. The purpose of the IRC 
The IRC is the formal body that is responsible for the governance of the investment process at Fiscal 
Engineers.  Meetings are held twice a year, but can be called on an ad hoc basis if circumstances 
warrant it.  The autumn meeting was held on 1st September 2015.  To recap, the purpose of the IRC is 
to: 
 

 Define and implement a risk-focused approach to investing. 

 Continually test, refine and reaffirm its investment process including: the structure of client 
portfolios; the asset classes (e.g. equities, bonds, commercial property) that it uses or 
excludes; and the recommended funds that provide access to the desired asset classes. 

 Employ best-practice fiduciary standards in overseeing the investment program. 

 Help educate clients about what they own and why they own it. 

2.  IRC meeting proceedings 
2.1 Introduction 
The formal IRC meeting took place on 1st September 2015 and a quorum was present.  The minutes of 
the previous meeting were reviewed, previous follow-up actions revisited and the minutes were duly 
signed off by the Chairman.  A number of regular agenda items were discussed and the following 
decisions were made, none of which resulted in changes to the portfolio strategy or funds recommended 
to capture asset class returns. 

2.2 Key decisions summary 
 Pure asset class investing vs. active management: we continue to believe – and recent 

evidence continues to support - that using pure asset class funds to capture the market returns 
on offer from sensible risks taken on in portfolios continues to make considerable sense.  We 
will cover some of the latest evidence in this note (section 3). 

 Asset class assumptions: it is worth noting that Fiscal’s long-term capital market assumptions 
used in the financial planning process are broadly in line with longer-term market outcomes.  
During the meeting we challenged the long-run assumption relating to our bond allocation, for 
which we hold a central return assumption of 2% after inflation.  We continue to believe that it is 
reasonable, given the 20-30 year time horizon we are looking at, past history, rules of thumb 
and other leading practitioners’ views.  This is covered in this note (section 4). 

 Existing products: in the last minutes we stated that the new short-term global bond fund 
offered by Vanguard would be discussed and evaluated at the next IRC meeting.  This 
discussion took place and on balance, we have decided to continue to recommend the 
Dimensional Global Short Dated Bond Fund.  Our reasons why are summarised in this note 
(section 5).  

 Portfolio review: the IRC also regularly reviews the fund-based model portfolios that it 
recommends to its clients.  All have delivered returns that remain within our expectations. 

 Asset class research: currently our client portfolios contain all of the asset classes that meet 
our rigid selection criteria. We review the latest research on momentum and profitability and 
explain how these risk-factors are currently used in client portfolios (section 6). 

 Strategy affirmation: the IRC concluded that no changes, to either portfolio structure or 
recommended fund products, are required at this time.  It is entirely comfortable with the firm’s 
portfolio strategies. 
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3.  Recent evidence supporting a ‘passive’ approach 
As Charles Ellis so succinctly points out, the label ‘passive’ hangs like an albatross around the necks of 
those who see the effectiveness of using passive investing to capture asset class returns.  It is annoying 
to read in the newspapers that passive funds are supposedly simply run by computers.  Nothing could 
be further from the truth.  Passive funds employ fund managers, who are highly focused and experienced 
at making decisions that minimise costs throughout the portfolio management and trading process.   
Examples would be exploiting the occasional difference between a scrip dividend (one paid in shares) 
and a cash dividend, and extracting a few basis points (hundredths of 1%) on the trade, or being flexible 
about when a stock is bought that enters a market index.  Passive managers celebrate cost wins in small 
numbers!  Whatever label is used, passive strategies provide investors with a highly effective and, 
serendipitously, a simpler way to invest.  Some of the latest evidence reviewed by the IRC is explored 
below. 

3.1 The power of understanding the zero sum game 
Understanding that markets are a zero-sum game in aggregate provides a very simple, yet powerful, 
insight that math dictates that low cost funds will deliver better performance than a majority of higher 
cost funds.   
 
The return of the market is simply the average return of all investors, before any costs have been 
deducted.  Some investors may have done well and others badly.  We know for certain that the gains of 
the winners must be funded by the losers.  We also know for certain that in real life the returns achieved 
by investors need to take into account the costs of transacting in the market.  On average, passive fund 
costs are materially lower cost than actively managed fund costs, both in terms of the direct costs of the 
fund managers and the indirect costs associated with trading the underlying portfolios (buying and selling 
shares).  The simple maths of a now less-than-zero-sum-game-after-costs mean that the average 
investor in low cost funds will beat a majority of investors invested in higher costs funds.  That is a galling 
conclusion for the clever and hardworking active fund management community.   
 
The table below looks at the zero sum game at work.  It illustrates the percentage of active managers 
beaten by the benchmark that they are aiming to beat.  It does not make pretty reading for active 
managers. 
 
Table 1: SPIVA - active funds beaten by their benchmarks over 10 years to end-2014 
 

All US 
equity 

US large 
eq. 

US large 
value eq. 

US small 
eq. 

US small 
value eq. 

Internationa
l eq. 

Emerging 
market eq. 

77% 82% 59% 88% 87% 84% 90% 
US REIT US Govt. 

long bond 
US Govt. 

short bond 
Investment 
grade long 

Investment 
grade short 

High yield 
bonds 

Global bond 

78% 95% 68% 97% 58% 93% 75% 

Source: S&P Dow Jones Indices2  
 
This table indicates that the less-than-zero-sum-game is at work.  It is this, rather than the degree of 
efficiency of underlying markets, that is a major driver of active manager underperformance.  Market 
efficiency just makes the game even harder. 
 
What is interesting is that in markets where one might expect active fund managers to be able to find 
incorrectly priced companies and extract market beating returns as a result – such as small cap stocks, 
high yield and emerging market equity – they perform just as badly.  This is because the transactional 
costs of trying to arbitrage pricing anomalies are high and negate the profit opportunity. 
  

 
2  http://us.spindices.com/resource-center/thought-leadership/spiva/  
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3.2 Outperformance can be attributed to luck rather than skill 
None of the above would matter if a few managers could be identified as being truly skilled and could 
demonstrate the ability for their good performance to persist across different time periods. Unfortunately 
fund rankings in the Sunday papers are entirely meaningless.  Again, let’s go back to the wise words of 
Charles Ellis: 
 

‘In addition, some overzealous fund companies dedicated to active investing have made matters 
worse by their extensive advertising of those few funds that have recently had great results. 
Although all professionals know it takes many years of superior performance to prove that skill, 
not luck, is causal, the vast investing public is unwilling to wait. And most are so unsophisticated 
when it comes to statistics that they don’t realize how dangerous selective sampling can be. So, 
performance envy runs rampant and investors mutter, “I’ll have what she’s having!”.’ 
 

The table below, taken from some recent UK research3 illustrates the point clearly.  It ranked the 5-year 
performance to the end of 2009 of 1,440 funds available to UK investors into quintiles (the top 20% of 
managers are designated as being Quintile 1).  The research then looked at how the managers 
performed in the next five year period to the end of 2014; in short, not too well. 
  
Table 2: Performance fails to persist - Five year transition matrix to 31/12/2014 
 

Period 1 
ranking to 
12/2009 

Subsequent quintile ranking  
Period 2: to 12/2014 

Quintile 1 2 3 4 5 Missing 

1 25% 14% 11% 15% 21% 16% 

2 15% 18% 14% 15% 13% 26% 

3 12% 18% 18% 14% 12% 28% 

4 8% 15% 14% 14% 11% 39% 

5 8% 5% 13% 11% 13% 51% 

Source: Vanguard 2015.  (Data in table rounded to nearest 1%). 
 
If all of the Quintile 1 managers in Period 1 were skilled (rather than lucky), one would expect that near 
100% would end up in Quintile 1 of performance in Period 2 to 12/2014.  In fact, reading across the page 
only 25% did (column 2), with 14% in the second quintile, 11% in the third and so on.  One would expect 
this more or less even spread of Period 1, Quintile 1 managers across the five quintiles in Period 2 to 
be attributable to an outcome based on luck.  Perhaps the most shocking statistic is the number of funds 
‘missing’ at the end of 2014.  Good funds do not disappear!  In total, one third of all funds failed to make 
it through the 10-year period of the study. 
 
To be able to discern skill from luck, one needs track record of 15 to 20 years to analyse.  Short-term 
market rankings based on performance are truly meaningless, yet this is what is used by most individual 
investors and many in the advice business to pick funds. 

3.3 The conclusion of the IRC 
These two simple studies provide useful insight into why the IRC continues to believe that a ‘passive’ 
approach to capturing asset class returns – despite the disparaging term – remains in the best interests 
of clients. 

 
 

 
3  Vanguard (2015), The case for index investing for UK investors’, April 2015 www.vanguard.co.uk  
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4. Is 2% after inflation a reasonable long-term estimate for bond returns?
The high level structure of a client’s portfolio – the balance between bonds and equities – is a function 
of his or her willingness to take on investment risk, capacity to suffer losses and the need to take risk to 
achieve identified lifestyle goals.  Each asset class in the portfolio has a long-term (20 to 30 years 
horizon) expected return assumption assigned to it.  For high quality bonds this is estimated at 2% above 
inflation.  In face of the low interest rate environment, the IRC thought it appropriate to review this 
assumption, using a combination of theory, past performance, rules of thumb and market participant 
assumptions. 

As a starting point, it is not unreasonable to assume that the provider of capital (the investor) should 
obtain a return for lending money over and above inflation.  That has proved to be the case in the past 
as the tables below for the UK and on a global basis indicate.  It is worth noting that recent bond returns 
have been materially higher than one might have expected. 

Table 3: UK markets – Annualised Real Returns (GBP) 

2000-2014 1965-2014 1900-2014 
Cash 0.1% 1.4% 0.9% 
Govt. bonds 3.6% 3.2% 1.6% 
Equities 1.0% 5.4% 5.3% 

Table 4: Global markets – Annualised Real Returns (US$) 

2000-2014 1965-2014 1900-2014 
Cash -0.4% 0.9% 0.9% 
Govt. bonds (1) 5.6% 4.3% 1.9% 
Equities (2) 1.8% 5.3% 5.2% 

Notes: (1) Bond allocations based on GDP weights (2) 23 countries using market capitalisation weightings 
Source: Credit Suisse Global Investment Returns Yearbook 2015.  Copyright © All rights reserved. 

A couple of rules of thumb provide some useful guidance: 
 The real yield on bonds should be in the region of 0.5% below the long-term rate of growth of

the economy, which given that in a developed economy such as the UK long-run rates of real
growth in GDP are around 2.5%, 2% does not seem unreasonable.

 The second rule of thumb is that the return from bonds over the next 10 years is closely
correlated to the yield on a 10-year bond today.  The chart below shows that to be the case
where the yield on 10-year UK government is compared to the subsequent 10 year return
achieved.  Today’s bond yields are low at around 2%, but inflation is 0% so the after inflation
return is currently 2%.

Figure 1: 10-year UK gilt yields and subsequent 10-year returns 

Data source: (1) Gilt yield – Bank of England, (2) Index data from Morningstar Encorr. © Copyright.  All rights reserved. 
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Finally, looking at the view of major practitioners we find, for example, that the Yale Endowment - one 
of the most respected institutional investors in the world – states in its report for the 2014 fiscal year4 
that: 

‘Bonds have an expected real return of 2.0 percent’. 

The major risk to this assumption lies in yield rises, which could result in weak short-term bond 
performance.  It should be noted that capital losses will be clawed back over time by the higher yields 
on the bonds.  The time it takes for this break even to occur is approximated by the duration of the bonds 
held (for those interested in bond maths!).  In the case of the Dimensional Global Short Term Bond that 
is around 3.7 years. 

4.1 The conclusion of the IRC 
We believe that 2% above inflation is a reasonable long-term central assumption for high quality bonds. 
It is important to remember that when running cashflow models as part of the financial planning process, 
it is possible to stress-test the plan using lower portfolio assumptions. 

5. Sticking with the Dimensional Global Short Dated Bond Fund
An important role of the IRC is to ensure, on a regular basis, that the asset class funds that the Firm 
recommends continue to be suitable for their clients.  For some months, we have been investigating and 
analysing a possible competitor to the incumbent Dimensional fund above.  We provide a short summary 
comparison. 

5.1 The Dimensional Global Short Dated Bond Fund 
Below is a short summary of the characteristics of the Dimensional fund (all data as at 30th June 2015): 

 It is a short dated bond fund with an average duration of 3.7 years.
 It holds around 120 high quality bonds with a minimum credit rating of AA, from 59 issuers in

around 10 countries.
 All non-GBP currency exposure that comes with owning global bonds has been hedged out.
 The largest non-government holding on 30th June 2015 was Pfizer at 2.62%, which is AA rated.
 If a bond held by this fund ever suffers a fall in its credit rating to below AA it will be sold.  The

fund has never experience a default, since its inception in 2004.
 The fund decides the maturity of the bonds that it wishes to purchase in each market using an

algorithm that selects the maturity with the best risk/return relationship.
 The fund makes no attempt to forecast the future level of interest rates as an active manager

would.

From time to time a few clients do raise questions over whether one fund with 120 bonds is sufficiently 
diversified.  In our opinion it is.   

The first thing to remember is that the risk is not in relation to the fund manager and owning one fund, 
as assets of the fund are custodied by a major institution (Citibank) and ring fenced from its own (and 
anyone else’s) assets.  What is important is to ‘look through’ the fund structure, focusing on what the 
fund is invested in, which, in this case, is a diversified pool of high quality, short dated, hedged bond 
assets.   

5.2 The Vanguard Short Term Global Bond Index Fund in summary 
The Vanguard Short Term Global Bond Index Fund sits in similar space to the Dimensional fund, offering 
access to short term bonds in global markets hedged to GBP, although there are some distinct 
differences: 

4  http://investments.yale.edu/images/documents/Yale_Endowment_14.pdf 
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 Unlike the Dimensional fund it is a bond index fund that seeks to replicate a specific bond index
– the Barclays Global Aggregate 1-5 Years ex US MBS Float Adjusted Bond Index – which is a
market weighted index of global government, government-related agencies, and corporate fixed
income investments.

 It holds over 2,000 bonds rather than 120.
 It has a slightly shorter duration than the Dimensional fund at 2.8 years.
 Its average credit quality is AA- and around 40% of the portfolio is held in A or BBB bonds.
 As the fund replicates an index, the credit quality of the fund will drift with the index.  There is

no cut-off mechanism from falling credits, unlike the Dimensional fund.

5.3 Performance comparison 
It is evident from the chart below that the Dimensional fund is a little more volatile than the Vanguard 
fund, most likely on account of the slightly higher duration, although they are both low risk products. 

Figure 2: Return comparison since inception of the Vanguard fund 

Data source: Financial Analytics.  © Copyright.  All rights reserved. 

5.4 The conclusion of the IRC 
On balance, the conclusion that the IRC arrived at was that the Dimensional fund was sufficiently 
diversified and that its AA minimum credit constraint ensures that credit quality remains high quality at 
all times.  The lower credit quality of the index that the Vanguard fund tracks does dilute the defensive 
qualities of the fixed income part of the portfolio.  In addition, the Dimensional fund has a track record 
that goes back to 2004 and it acquitted itself well during the credit crisis.    

6. Momentum and profitability risk factors in portfolios
Whilst we have always described our approach as ‘pure asset class investing’, we could have called it 
a risk-factor based approach to investing.  Fiscal’s client portfolios are constructed using a risk-factor 
framework.  Traditionally, the common institutional risk-factor framework revolved around three equity 
risk factors:  owning equities instead of cash risk; owning higher risk smaller companies; and taking on 
the higher risk of value – or less financial healthy – companies.  On the bond side the two risk factors 
are maturity risk (the sensitivity of the portfolio to changes in interest rates) and credit risk (how likely it 
is that borrowers default on interest payments and return of capital).  The majority of the risk (and 
therefore return) in a portfolio can be described by these risk factors.  Over the past few years there has 
been an increasing academic research identifying new or more robust measures for alternative risk 
factors. 

The role of the IRC, as stated at the start of this document, is to continuously review, challenge and, if 
necessary, refine the investment strategy.  Some recent research on two additional risk factors – 
momentum and profitability – was reviewed and discussed, leading to some interesting questions that 
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need to be asked and answered. Although this next section is a little technical, we felt it important that 
clients have an appreciation of the kind of discussion and work going on in the IRC, which is often 
unseen in an unchanged portfolio. 

6.1 A quick look at momentum 
Momentum can be described as the phenomenon where stocks (and other asset classes) that have 
performed well relative to other stocks e.g. over the past year, continue to perform well, and vice versa, 
over the short term.  In fact, the momentum effect can be seen in 200-year-old stock market data and 
has been researched for some years.  Academics undertaking research into investment performance 
often use a four-factor (the three factors above plus momentum) model for equities – known as the 
Carhart 4-factor model – to identify the contribution that momentum has made to performance.   

A recent paper5 sheds light on some of the myths that have sprung up around momentum as a source 
of returns.  One of the first things that the author’s state is that momentum is a risky variable - that is to 
say that it has periods of under-performance as well as out-performance, as all premia appear, including 
the equity risk, to value and small cap premiums.  It does, however, have an impressive long-term track 
record.  What is evident is that the momentum effect is real and delivers a higher premium and Sharpe 
Ratio (a risk return ratio) than either of value or small cap stocks.   

The figure below uses the 1927-2013 data, although the conclusions that can be drawn from other data 
periods used in the study are similar.  Remember that the premia below represent long/short portfolios 
and therefore overstate the premia for a long-only mutual fund environment. 

Figure: Momentum stacks up well against the small value and small risk premia (1927-2013) 

Data source: Asness, C. et al (2014) 

Perhaps not entirely surprisingly, momentum and value premia are negatively correlated (-0.4) over the 
period from 1927, which implies the potential for strong diversification benefits if used in tandem, 
smoothing out periods of underperformance of the market by each risk-factor, whilst picking up the long-
term premium.  Such an outcome would be of benefit to investors. 

5 Asness, Clifford S. and Frazzini, Andrea and Israel, Ronen and Moskowitz, Tobias J., Fact, Fiction and Momentum Investing 
(May 9, 2014). Journal of Portfolio Management, Fall 2014 (40th Anniversary Issue); Fama-Miller Working Paper. Available at 
SSRN: http://ssrn.com/abstract=2435323 
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Data source: Asness, C. et al (2014) 

6.2 The conclusion of the IRC 
The momentum effect deserves serious consideration, particularly as it would appear to survive in a 
long-only, post transaction cost environment.  The fact that momentum and value are negatively 
correlated provides the potential to smooth periods of market underperformance of either risk factor that 
can occur from time to time, and which can be long-lived.   That would be an attractive attribute to bring 
to a portfolio. 

The challenge will be in satisfying ourselves that that including momentum adds value to client portfolios 
at the theoretical level and then building confidence in live products that purport to be able to extract the 
momentum premium after costs and without altering the structure of the portfolio too materially e.g. in 
terms of sector and country weightings.  It should be noted that Dimensional already includes a 
momentum screen as part of its smart trading strategies.  

The IRC has agreed that momentum should be placed on a watching brief and will be revisited in 
subsequent meetings.  We would see that any decision to include momentum as an independent risk 
factor is likely to have a 2-3 year horizon. 

6.3 A quick look at ‘profitability’ as a risk factor 
Recent research by a number of academics and practitioners, such as Robert Novy-Marx6 and Fama 
and French7, on the subject of quality/profitability, has introduced a new factor that appears to deliver a 
premium relative to the market, contrary to both logic and efficient markets theory.  Again, Cliff Asness 
and co-authors8 have written a readable and insightful research paper on the subject, which is briefly 
reviewed in this note.   The opening couple of sentences in the paper abstract help to set the scene: 

‘We define a quality security as one that has the characteristics that, all-else-equal, an investor should 
be willing to pay a higher price for: stocks that are safe, profitable, growing and well managed.  High 
quality stocks do have higher prices on average, but not by a very large margin.  Perhaps because 
of this puzzling modest impact on price, high quality stocks have high risk-adjusted returns.’ 

Their study reviewed ‘quality’ in 24 developed markets during the period 1986 to 2012 (in the US the 
period was 1956-2012), using four dimensions being: profitability, growth (in profitability), safety (beta, 
volatility, volatility of profitability, leverage and credit risk) and pay-out rate of dividends.  The measures 
that they use for these dimensions produce a universe of companies where these characteristics are 
persistent and stable. Fama and French, too, found in their research that their measure of profitability 

6  Novy-Marx, Robert, The Other Side of Value: Good Growth and the Gross Profitability Premium (April 2010). NBER Working 
Paper No. w15940. Available at SSRN: http://ssrn.com/abstract=1598056  

7  Fama, E., French, R., (2013)”Average Returns, B/M, Profitability and Growth,” DFA’s Quarterly Institutional Review 8, no.1 
92013):2-3 

8  Asness, C., Frazzini, A., Pedersen, L., (2013) “Quality Minus Junk”, Draft October 9, 2013. 
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was persistent across time. 

Asness and his co-authors created portfolios of firms in these 24 markets, going long, the top 30 percent 
of stocks (quality) and short, the bottom 30 percent (junk) – quality-minus-junk or QMJ - delivering 
positive returns in all-bar-one country (NZ) and highly statistically significant risk-adjusted returns. 
Significantly, quality stocks appeared to deliver higher relative returns during market falls, perhaps 
because of a flight to quality at times of crisis.  Importantly the authors point out an important difference 
between quality and value: 

‘QMJ… is very different from the standard value strategy HML (in fact the two are negatively 
correlated).  QMJ is buying and selling based on quality characteristics irrespective of stock prices, 
while HML is buying based on stock prices irrespective of quality.  Naturally the two concepts can be 
combined, which we call quality at a reasonable price [QARP – Ed.]…Naturally, value investing is 
improved by QARP.’ 

They also found that controlling for quality improved both the value effect and the size effect. 

6.4 The conclusion of the IRC 
Again, like momentum, this is a topic that deserves greater scrutiny.  It is noted that Dimensional already 
includes the concept of profitability as part of its investment screening process, which should improve 
the returns delivered by its funds, over time.  Profitability combines well with value strategies and should 
bolster the size premium.   

The IRC has agreed that profitability (quality) should be placed on a watching brief and will be revisited 
in subsequent meetings.  We would see that any decision to include profitability as an independent risk 
factor is likely to have a 2-3 year horizon. 

Examples of this research being put into practice include products that incorporate ‘quality’ 
characteristics e.g. Blackrock’s iShares MSCI World Quality Factor and World Momentum Factor 
products.  At some point in the future, these and other products may meet our fund screening criteria 
and will be considered in more depth at that point.  

7. In conclusion
It takes a lot of research, discussion and risk-focused decisions to deliver our clients with the most robust 
portfolios that we can.  Sometimes – in fact often – that means leaving the portfolios unchanged.  In this 
note, we have tried to provide an insight into the fact that ours is a proactive lack of activity!  As Charles 
Ellis once said: 

‘In investing activity is almost always in surplus.’ 

If you wish to discuss any of the issues raised in this paper, please feel free to give us a call.  The full 
minutes of the meeting are available, on a confidential basis, to any client who would like to see them. 

Fiscal Engineers’ Investment & Risk Committee 

Autumn 2015 

The value of your investments may fall as well as rise and you may receive less back than you originally 
invested.  All content is intended as general information only and does not constitute a personal 
recommendation. 




