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About Credo 

ÁIndependent group founded in 1998

ÁToday circa 70% of equity owned by executives / employees

ÁOver 5,000 clients

ÁUnited Kingdom, Switzerland, South Africa. Interests in Australia and Luxembourg

ÁEmploys over 80 people
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Offices

1998

London

2016
London
Geneva
Johannesburg
Cape Town
Port Elizabeth
Sydney
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Employees

6
1998

80

2016

more
than



£60m

1998

£2bn
2016

2014

£1.3bn

2015

£1.6bn
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Assets under Administration
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FT 1 June 2016

Events and data that will shape markets for the rest of 2016

ÁBrexit

ÁFederal reserve

ÁUS presidential  elections

ÁChina



There arenôt any, the choice facing investors is choosing 

the least unattractive offerings.

Larry Hathaway - GAM group chief economist 

ñ
ñ

Which asset classes are most/least attractive?
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PRODUCT OVERVIEW
ALAN NOIK



Product Overview 
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Equities
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ÁApril 2011

ÁHigh conviction, global equities ï20 stock cap.

ÁLong-term, value investing

ÁDeveloped market, large capitalisation stocks



Long Term Returns Best Ideas Portfolio MSCI World Relative Return

5 Year 66.1% 52.5% 13.6%

3 Year 32.4% 27.5% 4.9%

1 Year 2.0% 0.4% 1.6%

Short Term Returns Best Ideas Portfolio MSCI World Relative Return

YTD 5.9% 2.0% 3.9%

3 Months 6.8% 4.7% 2.1%

1 Month 1.7% -0.1% 1.8%

Relative Return

13.6%

4.9%

1.6%
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Portfolio Performance (GBP) 

(1) Performance figures are based on a notional portfolio, denominated in pound sterling, designed to track the holdings of the Credo Best Ideas Portfolio. The portfolio 

incorporates all additions and removals. As the portfolio may not be fully invested at a point in time, it may hold a portion of assets in cash. Performance is calculated before any 
fees (which can vary depending on the level of service) but includes net dividends, reinvested. Following additions or removals, each holding is rebalanced to a 5% weighting.

(2)  Source: Bloomberg pricing as of 29/04/2016 close. All portfolio performance is calculated using Bloomberg PORT.

Relative Return

3.9%

2.1%

1.8%
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Portfolio Performance (USD) 

Long Term Returns Best Ideas Portfolio MSCI World Relative Return

5 Year 45.5% 33.6% 11.9%

3 Year 24.6% 20.0% 4.6%

1 Year -2.7% -4.2% 1.5%

Short Term Returns Best Ideas Portfolio MSCI World Relative Return

YTD 5.1% 1.2% 3.9%

3 Months 9.9% 7.7% 2.2%

1 Month 3.4% 1.6% 1.8%

(1) Performance figures are based on a notional portfolio, denominated in pound sterling, designed to track the holdings of the Credo Best Ideas Portfolio. The portfolio 

incorporates all additions and removals. As the portfolio may not be fully invested at a point in time, it may hold a portion of assets in cash. Performance is calculated before any 
fees (which can vary depending on the level of service) but includes net dividends, reinvested. Following additions or removals, each holding is rebalanced to a 5% weighting.

(2)  Source: Bloomberg pricing as of 29/04/2016 close. All portfolio performance is calculated using Bloomberg PORT.

Relative Return

11.9%

4.6%

1.5%

Relative Return

3.9%

2.2%

1.8%
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ÁDecember 2012

ÁAttractive dividend yields

ÁSustain and grow dividends

ÁDeveloped market, large capitalisation stocks
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Portfolio Performance (GBP) 

Long Term Returns Dividend Growth Portfolio MSCI World Relative Return

Since Inception 55.6% 46.8% 8.8%

3 Year 34.3% 27.5% 6.8%

1 Year 8.5% 0.5% 8.0%

Short Term Returns Dividend Growth Portfolio MSCI World Relative Return

YTD 4.1% 2.0% 2.1%

3 Months 3.1% 4.8% -1.7%

1 Month 0.4% 0.0% 0.4%

(1) Performance figures are based on a notional portfolio, denominated in pound sterling, designed to track the holdings of the Credo Dividend Growth Portfolio. The portfolio 

incorporates all additions and removals. As the portfolio may not be fully invested at a point in time, it may hold a portion of assets in cash. Performance is calculated before any 
fees (which can vary depending on the level of service) but includes net dividends, reinvested. Following additions or removals, each holding is rebalanced to a 5% weighting.

(2)  Source: Bloomberg pricing as of 29/04/2016 close. All portfolio performance is calculated using Bloomberg PORT.

Relative Return

8.8%

6.8%

8.0%

Relative Return

2.1%

-1.7%

0.4%
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Portfolio Performance (USD) 

Long Term Returns Dividend Growth Portfolio MSCI World Relative Return

Since Inception 41.6% 33.6% 8.0%

3 Year 26.4% 20.0% 6.4%

1 Year 3.5% -4.1% 7.6%

Short Term Returns Dividend Growth Portfolio MSCI World Relative Return

YTD 3.3% 1.2% 2.1%

3 Months 6.0% 7.7% -1.7%

1 Month 2.0% 1.5% 0.5%

(1) Performance figures are based on a notional portfolio, denominated in pound sterling, designed to track the holdings of the Credo Dividend Growth Portfolio. The portfolio 

incorporates all additions and removals. As the portfolio may not be fully invested at a point in time, it may hold a portion of assets in cash. Performance is calculated before any 
fees (which can vary depending on the level of service) but includes net dividends, reinvested. Following additions or removals, each holding is rebalanced to a 5% weighting.

(2)  Source: Bloomberg pricing as of 29/04/2016 close. All portfolio performance is calculated using Bloomberg PORT.

Relative Return

8.0%

6.4%

7.6%

Relative Return

2.1%

-1.7%

0.5%



18

ÁLaunched August 2014

ÁShorter holding period, higher turnover

ÁEntry and exit points matter even more

ÁCatalysts (profit warning, restructuring, IPO, take-over) 

ÁTemporary mispricing 

ÁCurrency and market agnostic
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Portfolio Performance 

ÁCurrently hold 10 positions

ÁTotal number of positions held 14

Á9 winners

Á5 losers

ÁAverage annualised return of 11%
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Rationale

ÁStrong client demand

ÁGreater diversification

ÁGreater flexibility in portfolio composition 

ÁAudited track record

ÁCapital gains on exit

ÁCater for smaller investment amounts
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Key Features

Minimum initial investment £10,000 or $15,000

Asset management fee 0.75% p.a.

Number of shares 30+

Share classes £ and $

Platforms
1. Credo

2. Momentum Wealth International
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Regulations

ÁRegulated by the Guernsey Financial Services Commission

ÁPending FSB approval
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Sector Allocation

Source: Bloomberg, Momentum Global Investment Management Limited & Northern Trust International Fund Administrative Services (Guernsey) Limited.

Regional Allocation



Currency Date Range CGEF Relative Return

GBP 1 Mar to 1 June 6.18% 2.30%

USD 1 Mar to 1 June 9.93% 2.75%

Relative Return

2.61%

2.90%
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Fund Performance



Fixed Income
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ÁInterest on cash is negligible

ÁAchieve return on capital without taking undue risk

Á3 actively managed bond portfolios across 2 currencies

ÁSolid track record
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Performance

12%

10%

8%

6%

4%

2%

0%

3 Year                                                                                                              5 Year

Moderate

4.04% 6.15% 6.53% 8.27%

Growth Moderate Growth



Multi-Asset
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ÁAsset allocation portfolios 

ÁAdopt a strategic asset allocation

ÁAvoid short term market timing

ÁCombination of best-of-breed, actively managed, regulated funds and passive ETFs

ÁIn-house selection process
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Since Inception

GBP 9.02% 9.66% 9.07% 10.04%

USD 3.73% -0.34% -2.13% -3.04%

Year to date

GBP 3.40% 3.19% 3.01% 2.87%

USD 3.43% 3.03% 2.65% 2.55%

Year to date relative

GBP -0.30% -0.04% 0.10% 0.19%

USD 0.30% 0.18% 0.11% 0.22%



Product Review
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The End
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ñOne of the key problems today is that politics is such a disgrace, 

good people don't go into governmentò

Donald Trump



INVESTORS BEHAVING BADLY
AINSLEY TO



ÁWe have evolved to be prone to Type 1 errors

Negativity bias
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VIX Average S&P Vol Average

19.8% 15.4%

Loss aversion in the equity market
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Á Investors persistently overestimate risk



ÁñEconomists have predicted 9 

of the last 5 recessionsò

Loss aversion in the equity market
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ÁGamble A: 100% chance of receiving £30,000

ÁGamble B: 80% chance of receiving £40,000 and 20% chance of receiving nothing

ÁGamble C: 100% chance of losing £30,000

ÁGamble D: 80% chance of losing £40,000 and a 20% chance of losing nothing

Prospect theory
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ÁEquities are in drawdown 70% of the time

Equities ðA Behavioural Nightmare
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ÁHolding through drawdowns have 

been rewarded in the long term

Opportunity cost of loss aversion
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ÁRecency bias ïtendency to rely too 

heavily on recent experience in our 

decision making

ÁWe recognise patterns from 

random noise

We tend to extrapolate

41



ÁOur forecasts tend to look more like the past than the future

Pattern recognition & extrapolation

42

ñForecasting is difficult, especially about the futureò



Sharpe Ratio

Manager 1 2.08

Index 0.99

Extrapolation & pattern recognition

43

ÁWould you invest in Manager 1?



Extrapolation & pattern recognition
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Random Returns

Average Return 0%

Annual Volatility 16%

ÁManager 1 is the best of 200 random number generators, all designed to have exactly zero skill 

ÁHow likely is it that he will outperform in the future?



Extrapolation & pattern recognition
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ÁWe are often fooled by randomness



Subsequent 5yr Excess Return by Quintile

Number of 

Funds
Past 5yr Excess Return by Quintile  Highest 2nd 3rd 4th Lowest No Data

335 Highest  12.8% 11.0% 10.7% 17.3% 24.5% 23.6%

339 2nd 13.9% 9.1% 17.4% 14.7% 14.5% 30.4%

336 3rd 9.8% 13.1% 14.0% 16.1% 11.3% 35.7%

337 4th 11.9% 17.8% 11.3% 10.7% 8.6% 39.8%

337
Lowest

15.1% 12.8% 10.4% 4.7% 5.0% 51.9%

Source: Vanguard (2013)

Extrapolation
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ÁPast performance has little predictive power



Short termism - the price of performance chasing

47

ÁFund investors tend to buy high and sell low

ÁOvertrading has cost investors as much as a third of their returns
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Short termism ðopportunity cost

ÁBiases can cause investors to miss the wood for the trees

ÁAverage tenure for an investment committee member is 3.5 years

Rolling 3 year returns

Investment Legend Annual Outperformance

Total Time Under Longest Consecutive

% No. of Quarters

Berkshire Hathaway 5.4% 32% 18

Franklin Templeton Mutual Share 3.0% 35% 18

Fidelity Magellan 2.9% 43% 23

Source: Credo, Research Affiliates



ÁMean reversion ïnoise cancels out over time

Controlling your biases

49

Global Equities (1971-2015)

How often

you check 

performance

% of the 

time its 

UP

% of the 

time its 

DOWN

Daily 52.9% 47.1%

Weekly 55.8% 44.2%

Monthly 58.9% 41.1%

Quarterly 65.7% 34.3%

Annually 74.4% 25.6%



ÁShorter time horizons expose you to more behavioural biases

ÁObsessing over short term performance is a masochistic exercise

Global Equities (1971-2015)

How often

you check 

performance

% of the 

time its 

UP

% of the 

time its 

DOWN

Pain Index

Daily 52.9% 47.1% -41

Weekly 55.8% 44.2% -33

Monthly 58.9% 41.1% -23

Quarterly 65.7% 34.3% -3

Annually 74.4% 25.6% +23

Controlling your biases ðcut out short termism (where possible)
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Loss aversion

ÁRisk is endogenous - be prepared for periods of losses before investing

ÁHave a long term plan in advance - donôt let market conditions dictate your risk preferences

Stop extrapolating!

ÁTake forecasts with a pinch of salt

ÁLook beyond recent performance when making investment decisions

Think long term

ÁPut mean reversion and compounding in your favour

Conclusion

51

ñAll menôs miseries derive from not being able to sit in a quiet room aloneò - Blaise Pascal



FIND THE GAP
JARROD CAHN



FIND THE GAP



FTSE 100 Index (31/12/2014 to 24/05/2016)

54

-5.78%



Eurostoxx50 Index (31/12/2014 to 24/05/2016)
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-5.46%



S&P 500 Index (31/12/2014 to 24/05/2016)
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-0.53%



2015 ðThe year of the òFANGó
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éled by a small number of technology stocks

Source: Factset. Data as of 31 December 2015
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MSCI USA sector performance

Until 24/05/2016

2015

Consumer Discretionary 7.40%

Health Care 5.50%

Information Tech 3.69%

Consumer Staples 3.11%

Telecom Services -1.28%

Finance -2.87%

Industrial -4.16%

Utility -9.27%

Material -9.55%

Energy -24.07%
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S&P500 FANG
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FANG vs S&P 500  (01/01/2016 to date)

Source: Bloomberg
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MSCI USA sector performance

Until 24/05/2016

2016 YTD 2015 Ranking

Utility 11.12% 8

Energy 9.10% 10

Telecom Services 8.63% 5

Material 7.69% 9

Industrial 4.36% 7

Consumer Staples 3.84% 4

Consumer Discretionary -0.19% 1

Information Tech -0.35% 3

Finance -1.54% 6

Healthcare -3.03% 2

2015

Consumer Discretionary 7.40%

Healthcare 5.50%

Information Tech 3.69%

Consumer Staples 3.11%

Telecom Services -1.28%

Finance -2.87%

Industrial -4.16%

Utility -9.27%

Material -9.55%

Energy -24.07%



Value Quality Momentum

Stocks are

attractively valued

and are

fundamentally sound

Profitable

companies with 

sustainable earnings

and disciplined

capital management

Stocks supported by 

positive price 

momentum and 

earnings momentum

Investment styles
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Joel Greenblatt, Gotham Asset Management, and prominent value investor shared the following 

observations in a September 2015 note to investors:

1. Buying only those companies that lose money has earned investors anywhere from 20% to 50%

over the last twelve months.

2. This is the first time since the late 1990s that over 80% of IPOs are losing money.

3. Buying the top momentum stocks and shorting the bottom momentum stocks would have achieved 

positive 18% returns so far this year whereas buying the top value stocks and shorting the bottom 

value stocks would have lost 13%.

64

Tough times for value investors
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Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16

Quality vs Market

65

MSCI world quality vs MSCI world total return

Source: Credo, Bloomberg
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Dec-14 Jan-15 Feb-15 Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb-16 Mar-16 Apr-16

Value vs Growth
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MSCI world value vs MSCI world growth

Source: Credo, Bloomberg
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Starting to see signs of a rotation back to value

Source: Bloomberg. Data as of 31 March 2016.
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FINDING THE GAP

1. Unloved , under-owned and inexpensive

2. Sometimes being slightly contrarian

3. Sometimes too early

Where are
the opportunities?
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Oil sector
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Here is what we donõt know

ÁWill global demand strengthen or weaken?

ÁIf this turns into a demand led shock, then all bets are off! 

ÁWill Non-OPEC supply increase by less than expected?

ÁWill OPEC cut production?

ÁWill there be supply disruptions triggered by geopolitical instability?

ÁWill capex reductions today lead to a longer term supply shortage?



Source: EIA, Credo Wealth
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World liquid fuels production and consumption
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Will OPEC cut production?

Source: RBC Capital Markets, Chinese Customs General Administration
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Will OPEC cut production?

Source: Ian Berry / CNN Money
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Iranõs crude oil production

Source: Reuters OPEC Survey / C. Chan, 02/04/2015
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Iran supply

Á50% of Iranian production comes from fields that are 70 years old.

ÁProduction cannot ramped up so easily.

ÁThe country will need foreign investment and capex.

ÁIran presents a significant growth opportunity for large majors looking for low cost oil.
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Will Non-OPEC supply increase by less than expected?

Source: Bloomberg, Credo Capital plc. As of 20/05/2016.

-80.2%

1609

318
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US Gulf of Mexico growth masks declines in shale regions

Source: RBC Capital Markets, EIA



Will there be supply disruptions triggered by geopolitical instability?
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Producer country budget breakeven prices

Source: DB Emerging Markets Research, Reuters, IEA, Deutsche Bank, U.S. Global Investors.
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Saudiõs new economic vision

15-year plan includes:

Ádiversification;

Áprivatisation of state assets ï5% sale of Aramco;

Átax increases; and 

Ácreating a $2tn sovereign wealth fund.
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Potential OPEC supply disruptions

http://www.google.co.uk/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&uact=8&ved=0CAMQjRw&url=http://en.wikipedia.org/wiki/Flag_of_Yemen&ei=8ahtVa7aH66v7AaanoPABQ&bvm=bv.94455598,d.ZGU&psig=AFQjCNHwG0lLsvTfZFKyespWETsD77H-Ww&ust=1433336433551843


The bottom line
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We remain constructive on oil

ÁPhysical market will rebalance at the end of 2016, and then feed in to late 2017 as we work off               

the large inventories.

ÁOil price is likely to tend higher over the next 18 months as market returns to a potential deficit.

ÁContinue averaging in, buying market leaders, with strong balance sheets, and pricing power.

ÁLarge integrated oils - BP, Statoil, Chevron. 

ÁOil services - Halliburton, Baker Hughes. 
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Healthcare
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Key drivers for the healthcare sector

1. Scientific advance and innovation

2. Increasing prosperity of emerging market consumers

3. Ageing population
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Key facts

ÁBetween 2015 and 2050, the proportion of the world's population over 60 years will nearly double         

from 12% to 22%.

ÁBy 2020, the number of people aged 60 years and older will outnumber children younger than 5 years. 

ÁIn 2050, 80% of older people will be living in low and middle income countries.

ÁAll countries face major challenges to ensure that their health and social systems are ready to make      

the most of this demographic shift. 

World Health Organization
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S&P 500 vs S&P 500 healthcare index
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S&P 500 Total Return

S&P 500 HEALTH CARE IDX

S&P 500 total return

S&P 500 healthcare index
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The power of the tweet



Martin Shkreliôs, Turing Pharmaceuticals raised the price of the drug Daraprim, 

which treats a dangerous parasitic infection, from $13.50 per pill to $750 per pill.   

90

Bad boys of the industry
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S&P healthcare sectors

Biotechnology

Health Care Equipment & Supplies

Health Care Providers & Services

Health Care Technology

Life Sciences Tools & Services

Pharmaceuticals

21.7%

16.3%

18.3%

38.6%

4.2%

0.6%



80

85

90

95

100

105

110

18/09/2015 07/11/2015 27/12/2015 15/02/2016 05/04/2016

Series2

Series1
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S&P 500 vs S&P 500 healthcare providers and services index 

As of 19/05/2016

S&P 500 total return

S&P 500 healthcare providers and services index

+4%

-5%

-2% EPS 

+6% rerating (from 15.5 P/E to 16.5)

+8% EPS

-13% de-rating (from 16 P/E to 14)



Pharmacy benefits management (PBMôs) 

Healthcare distribution/supply chain

Healthcare services and facilities

93

Healthcare stocks
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Valuation inputs

Volume 1.5-2.0% of which: 

Á~1% is population 

Á~1% increased usage (ageing population, innovation leads to more treatments, etc.é)

Price inflation:

Á3-4% overall healthcare inflation is implied based on CMS numbers

Margins

ÁAssumed to be flat 

Derating justified

ÁNo, room for multiple expansion
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Look at market fluctuations as your friend rather than your enemy; 

profit from folly rather than participate in it.

Warren Buffett

ñ
ñ
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A TIME TO BE BULLISH?
DEON GOUWS



The pilot has indicated 

weôre going to 

experience a little 

turbulence. Please fasten 

your seat belts.

Heôs a 

financial 

reporter.
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(Benjamin Graham, to US Congress, 1955, during hearing on 

ñFactors affecting the buying and selling of equity securitiesò) 
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(Benjamin Graham, to US Congress, 1955, during hearing on 

ñFactors affecting the buying and selling of equity securitiesò) 
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A volatile 2015é

ÁOil price collapse

ÁChina bubble burst

ÁGrexit narrowly avoided

ÁRenminbi devaluation

ÁMigrant crisis

ÁParis attacks

Á1st Fed rate hike in 7 years

101
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2015: not so volatile after all

102



ñQuick, driver, to the markets!ò

A turbulent start to 2016

103



Source: Charlie Bilello, 

Pension Partners

Worst Calendar Year Starts in History (S&P 500, 1928-2016)    

A turbulent start to 2016
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ñEverything that was good for the market last year 

is no good for it this year.ò

A turbulent start to 2016
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òSell Everything!ó

106



S&P 500 Percent of Stocks Above 50 Day Moving Average

Sell Everything?

Source: StockCharts.com
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The most hated bull market in history?

Source: ICI, BloombergOutflows from equity funds: near record high  

Only 18 

months of 

net inflows 

(in 7 year 

bull market)

108



Sold Everythingé

Source: BAML Global Fund Manager Survey, Feb 2016
Longs & shorts (relative to Global FMS history)
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And thené some life in the old bull yet?

110



What a difference a month makes

DJIA, 4/1/2016-17/3/2016

111



Q1, 2016: 

First quarter since 1933 for S&P 500 to be down >10%, 

yet finish up.

What a difference a month makes
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Why the volatility?
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Source: China National Bureau of Statistics,

Business Insider Australia

China GDP
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China trade & invoicing

Source: Thomson Reuters Datastream,

China Customs, HK Statistics
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The coming collapse of China! (published 2001)

116



China: still 75 years behind the USA (per capita)

Source: Bloomberg, World Bank,

IMF, Maddison Project(*) in 1990 international dollars

*

117
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éor simply too cheap?

Source: Valuewalk.com
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éor simply too cheap?
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Source: Attain Capital Management

Asset Class Performance (2015)
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Source: Attain Capital Management

Asset Class Performance (2016 YTD, to 30 April)
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Source:

Charlie Bilello,

Pension Partners

Commodity Performance (2016 YTD, to 24 May)
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Source: Sudeep Reddy

(The Wall Street Journal)

Fed Statement Tracker (16 Mar 2016 ð27 Apr 2016)
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Fed Statement Tracker: Word Count

Source: Federal Reserve,

DB Global Markets ResearchRest of the world increasingly important for Fed policy
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Source: The Earnings Scout

US earnings scorecard: Q1, 2016
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Source: The Earnings Scout

US earnings scorecard: Q1, 2016
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Source: The Earnings Scout

US earnings scorecard: Q1, 2016
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Source: The Earnings Scout

US earnings scorecard: Q1, 2016
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US GDP growth

Source: Charlie Bilello, 

Pension Partners

133



Source: Charles Schwab, Business Insider

Economic Growth (17 countries, 90% of World GDP)
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ñNo need to 'make America great again' - it's already greaté

Your children are going to live better than you

if we elect three bad presidents in a row.ò

(Warren Buffett, 2 May 2016)

US Presidential Electioné Devil / Deep Blue Sea?
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The American Consumer: Alive & Well

Initial Jobless Claims

Source: Bloomberg
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The American Consumer: Alive & Well

Household debt payments as % of incomeEnergy consumption as % of income

Source: TMF Housel
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Source: Credo, Bloomberg

International Yield Curves (24 May 2016)

139



Looking for negative interest? Thereõs an ETF for thaté
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Speaking about negative ratesé
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