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An investment approach for a brave 
new world

Agenda

• The big picture

• Challenging conventional wisdom

• A way through the gloom
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10% 25%
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If you’re going to panic, panic early
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So what about investment strategy?
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The traditional approach 



��

Why do so many financial 
advisers favour stocks?
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Source: Global Financial Data, Datastream .
Past performance is not necessarily a guide to the future.

Why do so many financial 
advisers favour stocks?
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A: Because they worked during the most recent 20 ye ars

Source: Global Financial Data, Datastream .
Past performance is not necessarily a guide to the future.
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Stock markets: 
risk and (real) return
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Stock markets: 
risk and (real) return 
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Bond markets: 
risk and (real) return
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Bond markets: 
risk and (real) return
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Cash: risk and (real) return
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Forget stock-picking and market 
timing – it’s all about asset allocation
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How one hugely successful 
fund has done it

•Reduced dependence on traditional markets

•Real diversification, as opposed to ‘stocks, 
bonds and cash’

•Commitment to active specialist management

Yale target asset allocation as at June 2007

• Scarcity – where rising demand meets supply inelasticity
– Energy

– Energy support services

– Food and agribusiness

– Water

– Infrastructure

– Precious metals

• Hedge funds
– Global macro

– Trend following and CTA

– Emerging markets

– But beware excessive leverage

• Exchange traded funds
– Low cost

– Intense focus

– Transparency and liquidity
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The opportunities?
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An approach for a 
brave new world 
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Don’t forget the dentist 

Frequency of monitoring Probability of favourable outcome:
Every..
1 second 50.02%
1 minute 50.17%
1 hour 51.30%
1 day 54%
1 month 67%
1 quarter 77%
1 year 93%

(source: ‘Fooled by Randomness’ by Nassim  Nicholas Taleb, 
Texere Publishing.)

Retired dentist
Portfolio:
15% annual return 
10% volatility



��

31

A closing thought.. 

• There are two types of portfolio managers.

• Those who don’t know where the markets are going..
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A closing thought.. 

• There are two types of portfolio managers.

• Those who don’t know where the markets are going..

• And those who don’t know that they don’t know where the markets are 
going.

Agree a strategy, diversify across multiple asset classes, keep your costs low, 
and turn off CNBC
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