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INTRODUCTION

The early months of 2018 have been
challenging forinvestors across asset classes.
Stretched equity valuations exacerbated
declines in global stock markets in February
and early March, while talk of interest rate
hikes has continued to put fixed income
markets under pressure.

Historically, investors and asset allocators
have been able to move between fixed
income and equities to navigate changing
market conditions, but today, this approach
is challenged as correlations between equities
and bonds have been less predictable and
diversifying. Moreover, with bonds offering
little by way of returns, investors have been
forced to look to equities despite elevated
valuations. Should more February-like market
dislocations occur, investors could soon find
themselves facing sizable losses.

A more dynamic investment approach that
considers not only top-down and broad asset
class diversification, but additionally relative
valuations and risk management is needed to
not only protect capital in these volatile times,
but also generate returns over the long-run.

When markets decline, of course investors want capital
protection, but over the long run, the goal is to generate
attractive returns - this is why investors take the ‘risk’
to invest in capital markets in the first place. In order
to address these needs in this new market paradigm,
investor will have to look beyond traditional balanced
or popular risk-parity solutions to generate the risk/
return profile they seek.

To better navigate financial markets today, the multi-
asset portfolio managers at SYZ Asset Management
benefit from a robust idea generation framework
known as the Investment Strategy Group (“ISG”). The ISG
serves to bring together all our multi-asset, credit and
equity investment professionals so as to look at risks
and opportunities across multiple vectors. This group
analyses opportunities at a global, regional and sectoral
level in addition to looking specifically at 23 different
countries for investment ideas. The result of this broad
research forum is that our multi-asset investment team
is able to find and implement investment ideas (for both
generating return as well as controlling risk) regardless
of the market environment.

While our research and idea generation process serves
to support our multi-asset portfolios managers, it is the
implementation of these ideas where value is created
and what has contributed to our strategies producing
attractive returns over time. In the case of our Multi
Asset Diversified strategy, we have for many years
achieved to balance the objective of attractive returns
within a tightly controlled risk framework.

Last 3 years Dg/\éf:i%i}:d Peer Group*
Ann. Return 2.80% 0.43%
Ann. Volatility 6.35% 7.38%
Sharpe Ratio 0.48 0.09
Ranking 15 -

Max. Drawdown -9.88% -11.04%
Beta to Equities 0.43 0.46

Data shown from 01.05.2015 to 30.04.2018. OYSTER Multi
AssetDiversified data represents the | EUR PR share class and is
shown net of all fees. Past performance is not an indication of future
results. Please note that neither the fund or share class shown may
be registered for sale in all markets. Information is provided for
informational purposes only and not as marketing of the fund or its
specific share class. Please refer to www.syzassetmanagement.com for
further details.*Peer Group shown is the Lipper Global Mixed Asset EUR
Flex Global.
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WHERE THE RUBBER HITS THE ROAD

We believe that we have a very strong approach
to managing multi-asset solutions. This expertise
goes back to 1999 when our multi-asset solution
was established with the launch of our Multi Asset
Diversified strategy. The proof however is in the results
- and in particular when times are difficult. Going into
2018, both the ISG and Hartwig Kos, the Lead Manager
of the Diversified Strategy, were conscious of the risks
in both equities and bonds. It was quite clear to us that
valuations were stretched in not only absolute, but
also historical terms. At the same time, markets were
moving steadily higher. Such dichotomy can present a
portfolio manager with a tricky proposition. To reduce
risk too early may mean falling behind less risk-adverse
peers, while keeping risk unchanged can result in
potentially calamitous losses should markets dislocate.
The table below shows that during the recent period of
market volatility, the bulk of flexible global multi-asset
portfolio managers did not manage their risk and have
been hurt with their clients suffering larger drawdowns
as a result.

Max Max

Drawdown - Drawdown -
Last 3 years 2018 YTD

OYSTER Diversified -9.88% -4.69%
Peer Group -11.04% -5.04%
Degree of risk reduction +1.16% +0.35%

Data shown from 01.05.2015 to 30.04.2018. OYSTER Multi Asset
Diversified Fund data represents the | EUR PR share class and is
shown net of all fees. Past performance is not an indication of future
results. Please note that neither the fund or share class shown may
be registered for sale in all markets. Information is provided for
informational purposes only and not as marketing of the fund or its
specific share class. Please refer to www.syzassetmanagement.com for
further details.*Peer Group shown is the Lipper Global Mixed Asset EUR
Flex Global.

A strong investment process is paramount to
generating good and steady investment returns. The
SYZ approach is based on high-conviction - both in
our idea generation process as well as in how we build
and manage portfolios. In large part, this conviction
is based on our strong risk management approach, as
well our research process that challenges investment
ideas for robustness.

WHAT SPECIFICALLY HAVE WE DONE / HAVE WE
BEEN DOING IN THE PORTFOLIO IN 2018:

1. Modest equity allocation & defensive where
we have exposure. Recognising that equity
markets had come quite far, most of the
portfolio changes during the year have been
largely of a defensive nature. For example, one
of the biggest risk allocations has been to U.S.
equities, which are comparatively more defensive
than other developed market equities due to their

FOCUS

May 2018

relatively lower risk contribution and theirless
cyclical market composition. They also benefit
from a lower US dollar. Sector allocations have
also mirrored this shift in a defensive equity
stance. The long standing positions in banks and
energy have been accompanied with positions in
telecommunications, pharmaceuticals.

Lower bond duration to start the year, including
very little credit exposure. We have had a generally
negative view on fixed income assets for a while.
That said, the most recent rise in US treasury yields
has once again started to bring value back into this
market. Hence we have started to become more
constructive on TOYR US Treasuries due to both our
view that US rate hikes are already largely priced
into the bonds and their strong safety profile in the
event of a strong market dislocation.

Another position that we expect to work quite
well for us and has been mispriced is the 30YR
Italian Government bond, which today is yielding
around 1% more than the 10YR - quite a wide gap.
We expect the Italian curve to eventually flatten,
making the 30YR an attractive place to be and at
current yield levels wait for spread tightening.

Finally, as we were throughout most 2017, we
continue to like emerging market debt. The
yields are attractive and the risk, in our view,
is quite acceptable given the pickup vis-a-vis
developed markets.

Idiosyncratic ideas - uncorrelated returns. This
allocation has and continues to be meaningful in
the portfolio. We seek out attractively valued and
uncorrelated positions that should be marginally
impacted by broader market moves. Such positions
include commercial aircraft leasing, direct lending
and distressed debt servicing. The allocation
to these ideas is perfectly in line with our risk
management approach, seeking to build a balanced
portfolio of positions that have attractive return
potential, but also strong diversification profiles.

Such an active and dynamic management style is
nothing new and has been a feature of the Multi
Asset Diversified strategy over time.

Japan. The Portfolio Manager was keen on Japan
before it became an increasingly consensus trade.
Benefitting from SYZ’s in-house expertise in Japan,
we were constructive on the Japan turnaround
story and profited from being a first mover in
Japanese equities.

Emerging Markets. While this space has been hot
recently, our fixed income selection has also been
strong. Allocations to countries like Brazil, Turkey
and Russia at times when they were not consensus
trades have been strong contributors to investment
performance. Despite investor fears our rigorous
macro and valuation analysis allowed, the
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investment team to develop a strong investment
thesis behind our allocations, and generate good
alpha. Moreover, by selecting among both local
and hard currency bonds, we have been able to be
very tactical in our selection, adding further value
and, quite importantly, being able to better balance
portfolio risks.

Special opportunities. As in the recent period, over
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CONCLUSION

Withoutadoubt, the recent market environment has been
tough to generate returns, with most investors focused
on mitigating losses. The problem is that the traditional
risk management approach of reducing (equity) risk
in favour of bonds is not working. We believe that an
active and dynamic asset allocation approach, with a
clear and core focus on risk control in the portfolio will

the past few years positions here have been strong
contributors to returns and sources of uncorrelated
risk. Positions have ranged From listed equities to
funds or commodities such as gold. The team has
not been constrained to any style or strategy and
has used this freedom effectively.

lead to the protection investors need. Moreover, by
looking beyond the old drivers of returns to uncover
unique sources of returns and risk management, SYZ
have been able to find attractive pockets of returns
while not compromising on risk management.
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Any reference to SYZ Asset Management in this marketing document should be construed as being a reference to one or more of
the legal entities, listed below, dependent on the particular jurisdiction and media in which the marketing document is published
being: SYZ Asset Management (Europe) LTD, SYZ (France) SASU, SYZ Asset Management (Luxembourg) SA or SYZ Asset Management
(Switzerland) Limited. This marketing document has been produced purely for the purpose of information and does not therefore
constitute a contractual document or an offer or a recommendation to purchase or sell any investment whatsoever or other financial
product. The analysis developed in this marketing document is based on numerous hypotheses. The use of different hypotheses
might lead to significantly different results. Any opinion expressed is valid only on the date on which it is published and may be
revised at any time without prior notice. All the information and opinions set out in this marketing document have been obtained
from sources deemed reliable and trustworthy but no declaration or guarantee, whether express or implicit, is provided as to their
accuracy or completeness. SYZ Asset Management refuses to accept any liability in the event of any losses or damage of any kind
resulting from the use of this marketing document. Reproduction and distribution of all or part of this marketing document is subject
to prior permission from SYZ Asset Management.




