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Investment objective 

The REMAP #6 framework aims to cap the 

annualised volatility of the portfolio at 12%. Its 

benchmark fell 35% peak to trough during 

2008/09; by capping volatility, we aim to 

significantly improve on this. This portfolio 

identifies that the client wishes to put at risk a 

significant proportion of existing capital in order 

to create additional wealth. However, consistent 

with our investment philosophy, we still 

recognise that the significant avoidance of 

losses through active asset allocation during 

periods of market stress dramatically improves 

risk-adjusted performance, and we focus on 

capturing the compounding effect of a greater 

number of smaller, lower risk positive returns. 
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The CGWM Market Stress Indicator – Current state:  2  
Our Market Stress Indicator reads 2.5 which is at the upper end of our “normal” range, and 

consistent with a small underweight in risk assets. The equity-bond correlation is still a little weak due 

to the impact of the Fed‟s plans to taper quantitative easing, while commodities are still adjusting to 

the new supply-demand dynamic and are therefore exhibiting lower equity beta. 

 

Current Positioning 

 

 

Dynamic asset allocation positioning over the last year 
REMAP #6 has continued to achieve superior risk-adjusted returns since inception, while successfully 

capping risk and not exposing investors to fluctuations in capital value greater than they are willing or 

able to weather. While the portfolio was not unscathed by the simultaneous sell-off in equities and 

bonds in June, our models fell some 2% less than traditional, benchmark-driven approaches as 

expressed by the WMA (APCIMS) indices. Our investments in Healthcare have delivered exceptional 

returns this year and our Infrastructure trusts have outperformed by delivering steady returns in all 

market conditions, while the positions instated in September to US and UK mid and small cap 

equities have also outperformed their large-cap peers. In August through to October, disappointed 

with Carney‟s „forward-guidance with caveats‟ we moved away from bonds and further into direct 

infrastructure investments and also tilted our equity exposure to the US, where the fundamental 

outlook for growth remains strongest and the valuations premium remains warranted. 

This said both our forward-looking risk framework and our macroeconomic analysis overestimated 

the amount of volatility that was to be experienced by multi-asset portfolios over the last year. While 

we are not complacent about this overestimation, the thesis of REMAP rests on the fact that this is 

far less grave an error than underestimating risk and exposing clients to an unacceptable degree of 

capital loss. The superior returns generated in periods of stress such as 2011 affords short periods 

of underperformance in absolute terms in our quest to deliver better returns with a smoother ride.   

 

Macro backdrop merits continued caution 
In short, we believe equity markets will take a pause for 3-6 months before a better second half to 

2014. Before then we expect US assets to continue to outperform. In 2013 QE valorised prices by 

forcing investors to accept lower compensation for equity risk, while doing very little for their 

fundamental value (earnings). We think it telling that asset prices rather unaffected by this portfolio 

balance channel effect have not moved ahead this year in the same manner. Indeed copper – 

frequently referred to as the barometer of global growth – has fallen (see our November Global 

Strategy note). We are pleased that the gap between equity prices and levels implied by 

macroeconomic indicators has narrowed, but the tenacious stagnation of personal income combined 

with headwinds from emerging markets (imbalanced commodity exporters facing painful capital 

outflows; a Chinese government intent on reforming lending markets, etc.) will likely mean that we 

will endure a low growth environment for another six months. Assuming that the FOMC decelerates 

their asset purchases through to December 2014, our modelling suggests that positive equity returns 

will be difficult without higher earnings growth. Barring a major policy mistake in Europe or China, the 

second half of the year should bring renewed growth to asset prices. Perversely, US tapering will likely 

mean US equity outperformance relative to global equities, where the growth outlook is still below 

trend. Since 1990, equity market sell-offs triggered by unanticipated tightening are also accompanied 

by bond market sell-offs, as we saw in June. Asset allocators must work harder to find true equity 

diversification and avoid breaching risk mandates. We believe direct infrastructure plays are still a 

good choice, having demonstrated a low correlation to equities in all market conditions, as well as 

vehicles which look to isolate interest rate differentials, for example. 
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Key Trades 
HICL/INPP – Governments in Europe, Japan and the developed world are facing a grave conundrum: shrinking labour pools and meagre productivity growth are 

hampering the economic outlook. Despite the spectacular mispricing of risk over the last decade, few nations took the opportunity to invest for the future, and 

what was invested was often allocated to the wrong places (residential construction) and to projects with returns now rendered unviable. One of the few options 

for governments to facilitate productivity growth is to offer private sector involvement in public infrastructure at very attractive rates. In late May the UK Treasury 

announced a £15bn increase in spending on infrastructure. With very low correlation to equities in all conditions, they make an optimal contribution to our 

multi-asset portfolios. 

iShares FTSE 250 ETF – We have tactically increased our 3-6 month return forecasts for domestically-driven UK mid-cap equities. A resurgent credit impulse 

from credit card debt should boost the companies with a domestic earnings base that list here, while the continuing acceleration in mortgage approvals will 

also benefit housing and construction firms. Unlike the FTSE 100, the 250 is more insulated from the poor macro fundamentals of emerging markets and while 

we are still to see a broad-based recovery in household income, the UK‟s love affair with debt should drive the outperformance of the mid-cap index for the next 

two quarters. 

 

Portfolio Summary and performance 
 

 

 

 

 

 

 

 

Sharpe ratio: measures the risk/return trade-off. It is the annualized return less the average risk-free rate, divided by the annualized volatility of the model. 

M2: The Sharpe ratio lacks a dimension, making it unintuitive and difficult to interpret. The M2 scales the Sharpe ratio by the volatility of the risk-aligned 

benchmark, here making the model and WMA benchmark (a peer-group comparison) comparable in terms of percentage points of risk-adjusted return 

 

 

 

 

 

All performance data to 31/12/2013, gross of fees and charges, total return.  

This document is for information purposes only and is not to be construed as a solicitation or an offer to purchase or sell investments or related financial instruments. 
This document has no regard for the specific investment objectives, financial situation or needs of any specific entity. Investment involves risk. The investments 
discussed in this document may not be suitable for all investors. Investors should make their own investment decisions based upon their own financial objectives and 
financial resources and, if in any doubt, should seek advice from an investment advisor. Past performance is not a guide to future performance. The value of 
investments and any income from them can go down as well as up and you may not get back the amount originally invested. Investors should note that actual 
portfolio returns may be different to the returns of the model portfolio. Levels and bases for taxation may change. Canaccord Genuity Wealth Limited is authorised 
and regulated by the Financial Conduct Authority and is a wholly owned subsidiary of Canacoord Genuity Group inc. 

Registered Office: 41 Lothbury, London EC2R 7AE. Registered in England & Wales no. 03739694. 
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Risk & return Benchmark

since inception

Model

WMA 

Growth

CGWM risk-

aligned #6

Annualised volatility 7.4% 12.2% 12.0%

Sharpe ratio 0.93        0.65        0.72          

M
2

11.5% 8.1% 9.0%

Maximum loss -7.7% -13.2% -13.0%

Absolute returns Benchmark

Model

WMA 

Growth

CGWM risk-

aligned #6

Since Inception 22.9% 25.2% 27.9%

Last Month 1.5% 1.0% 0.8%

Last 3m 4.5% 4.4% 4.2%

Rolling 12m 13.6% 17.0% 17.1%
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WMA (APCIMS) Growth

Fixed Interest 15.3%

M &.G CORPORATE BOND INST ACC GBP 7.3%

B1W7HZ9 INVESCO PERP.CORP.BOND NO TRAIL ACC 8.0%

Equities 55.9%

B00FV12 ISHARES FTSE 250 4.1%

ISHARES FTSE 100 4.1%

SCHRODER UK ALPHA PLUS Z AC. 4.6%

THREADNEEDLE UK 2 1.2%

RWC PARTNERS INC.OPPS.B GBP 5.0%

VANGUARD US OPPS 8.2%

ISHARES S&P 500 1.8%

LEGG MASON US EQUITY INC I AC. 1.2%

GLG JAPAN COREALPHA EQUITY H AC. 4.0%

BLACKROCK EUROPEAN DYNAMIC AC. 2.7%

ISHARES MSCI EUROPE EX-UK 8.2%

POLAR CAPITAL LLP FUNDS HEALTHCARE OPPS.I GBP1.7%

POLAR CAPITAL GLOBAL TECH I GBP 6.6%

HENDERSON GLOBAL TECH. I ACC 2.6%

Alternatives 26.0%

5.3%

9.3%

OIL SECS.BRENT OIL (LON) SECS.ETF £ 4.7%

ISHARES FTSE EPRA/NAREIT DEV.MKT.PR.YLD.FD.GBP6.7%

Cash 2.7%

100%


