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FORUM FODDER &

food for thought on the markets, strategies & investing

Each Friday, our Forum Fodder email alerts you to new portfolio construction Perspectives
from our Faculty and Learning Partners (local and international nvestment professionals and
subject matter experts) along with new videos, podcasts, research papers, and opinion papers
in the online Resources Kits from our live programs including Symposium - and alerts you
about our upcoming live professional development programs and what’s new on CPD Campus.

Complimentary to all PortfolioConstruction.co.nz Members, Forum Fodder keeps you up to
date with what’s new on our multi-media learning centre, PortfolioConstruction.co.nz

(If weekly updates aren’t enough, you can follow us on Twitter @PortfolioForum and receive
immediate notification of what’s new on PortfolioConstruction.co.nz as it is published.)

For more information, go to www.PortfolioConstruction.co.nz

another Dri"iel‘lf! publication
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Pillars for building better quality portfolios

We’'re delighted to have you with us for PortfolioConstruction Forum Symposium NZ 2014!

Symposium facilitates debate on the three pillars of portfolio construction - markets, strategies
and investing. Established in 2011, it is THE New Zealand investment conference of the year,
designed specifically for New Zealand portfolio construction practitioners who focus on giving
quality investment advice.

While drawing on the quality program structure and experienced, independent team behind the
PortfolioConstruction Forum programs in Sydney, Symposium features fresh topics and presentations
designed and presented specifically for NZ-based portfolio construction practitioners.

The jam-packed program features an outstanding Faculty of 15+ international and local investment
professionals presenting on contemporary and emerging portfolio construction issues in the 11-
hour, interactive Critical Issues Forum (plenary) program and two-hour Due Diligence Forum
(elective) program.

We promise Symposium will challenge and refresh your portfolio construction thinking, giving you
tangible and meaningful takeouts to apply in practice to build better quality investor portfolios.

Our commitment is to help you maximise the value you receive from Symposium. As with so much in
life, though, the more work you putinto getting the mostfrom the program, the more you’ll get out of it.
Use the “Getting the most from the program” checklist on the next page, to make sure you’re
getting maximum value.

Once again, welcome to Symposium 2014!

Deirdre Keown Graham Rich
Director & Managing Editor Director & Publisher

PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum 3
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Getting the most from Symposium NZ 2014

Tick if
done
|:| 1. Treat the Symposium program as one whole
Symposium is an end-to-end, integrated learning program - a journey - not just an eclectic mix of
sessions. All sessions address different key issues directly related to the theme, in a succinct and
definitive way, to ensure that delegates take away a clear set of expert, high conviction ideas to
consider when building investor portfolios once back in the office.

|:| 2. Use the Gizmo to submit your questions and answers (absolutely essential to get your CPD)
Use your Gizmo to submit your answers to the Gizmo questions in each session. You can also use
it to submit questions for the Q&A time. You must answer the Gizmo questions Graham asks each
session to prove your attendance at the session. CPD will only allocated if you demonstrate via the
Gizmos that you attended the session AND you then also complete the post-Symposium CPD quiz.

3. Twitter.com
Join Twitter.com, post your comments, and follow all delegates’ comments @PortfolioForum.

4. Choose your Due Diligence Forum session
Identify a first and second choice. Don’t worry if you don’t get into your first preference. The online
Resources Kit will contain sync’d slides/podcasts for each DDF session so you can “attend” them all.

|:| 5. Use this Resources Kit Workbook
Put your name on the cover now - and keep it with you at all times! Take notes, record your Key
Takeouts, use the check boxes on the Timetable to note which sessions you want to revisit via the
online Resources Kit. Afterwards, create a Dropbox folder (Dropbox.com) for electronic copies of the
papers and presentations. Use the Workbook as a quick reference in future.

6. Make full use of the networking opportunities
Interact with our Faculty, Partners and your fellow Practitioners in the Cafe. Get their takeouts!!!

7. Book a one-hour review session with yourself for next week. Do it now, or you may never!
Spend an hour next week reviewing your Key Takeouts. Share them with your colleagues and clients.

8. Plan your follow up
Plan the specific actions you’ll take as a result of Symposium, to build better quality portfolios.

I I e N e

9. Make the most of the Resources Kit (portfolioconstruction.com.au/symposium/) and CPD Campus
From Monday, we’ll add videos, presentations and podcasts to the Resources Kit. Revisit the sessions
- it’s a lot to take in on the day - and “attend” the DDF sessions you missed. Add your comments!

10. Read the weekly PortfolioConstruction Forum Fodder email
It alerts you to Perspectives added to our multi-media learning centre, PortfolioConstruction.co.nz,
along with details about upcoming programs and what’s new on CPD Campus.

[]

4 PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Timetable

Tuesday 20 May 2014 Review

later
Critical Issues Forum 1 9.45am-10.15am

Challenging your portfolio construction beliefs - Graham Rich, Publisher, PortfolioConstruction Forum
What a wonderful world - around the world in 60 minutes - Jonathan Pain, Editor, The Pain Report (Sydney) |:|
Morning tea Cafe 11.25am-11.55am

Critical issues Forum 3 11.55am-12.35pm

The Great Unwind - Tim Farrelly, Principal, farrelly’s Investment Strategy (Sydney)

Due Diligence Forum 12.45pm-1.35pm

Room 1 GI Debt As gIobaI markets caIm be ever mlndful of the rlsks DaV|d F|sher Exec VP & Prod Mgr PIMCO

Room 3 RISk The I’ISk toIerance paradox Mlchael Armltage Head Fund AdV|sory, Mllllman FlnanC|aI R|sk Mgmt
Lunch Cafe 1.35pm-2.20pm

Critical Issues Forum 4 2.20pm-3.35pm

Part 1- Capltallsm Brwsed but stIII champlon Dr Ollver HartW|ch Exec D|rector The New Zealand In|t|at|ve

LoD o

Part 2-1s regulatlon good or bad for investment markets7 Prof Robert MacCuIIoch University of Auckland

L]

Afternoon tea Cafe 3.35pm-4.00pm

Critical Issues Forum 5 4.00pm-5.00pm

Implementing the modern portfolio - Michael Kitces, Partner/Head of Rsh, Pmnacle Advisory Washlngton DQ)

Critical Issues Forum 6 5.00pm-5.45pm

Has behaV|ouraI ﬁnance made us better (|nvestors)7 ProfJack Gray, AdJunct Professor of Economlcs UTS (Sydney) D

Networklng Receptlon Cafe 5.45pm-7. 15pm

Wednesday 21 May 2014

Critical Issues Forum 7 7.45am-8.45am

How to judge whether a manager will or has added value - Prof Jack Gray, Adjunct Prof of Economics, UTS (Sydney)

Critical Issues Forum 8 8.45am-9.50am

Using risk factors to evaluate investments and build portfolios - Michael Furey, MD, Delta Research & Advisory (Brisbane)

O

Morning tea Cafe 9.50am-10.15am

Critical issues Forum 9 10.15am-11.15am

Developing your investment philosophy - Tim Farrelly, Principal, farrelly’s Investment Strategy (Sydney)

Due Diligence Forum 11.25am-12.15pm

Room T GI Debt Popplng the bonnet on central banks Chrlstlan Hawkesby, Harbour Asset Management

Room 2 GI Debt Investlng in global bonds a smarter way - Graham AnseII ANZ NZ Investments

Room 3 Mult| Asset Valuations matter - the effect on portfollo r|sk and return outcomes - Ke|th Poore, AMP Capltal NZ
Lunch Cafe 12.15pm-1.00pm

Critical Issues Forum 10 1.00pm-2.00pm

The Great Debate - A multi-dimensional view of portfolio risk - Symposium Investment Advisory Board

Critical Issues Forum 11 (Finology Conference opening) 2.00pm-3.00pm

Where investing meets investors - Michael Kitces, Partner/Head of Rsh, Pinnacle Advisory (Washington, DC)

N I
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Faculty directory

Critical Issues Forum Moderator
- Graham Rich, Publisher, PortfolioConstruction Forum

Critical Issues Forum Faculty (in order of appearance)

- Graham Rich, Publisher, PortfolioConstruction Forum (Sydney)

- Jonathan Pain, Editor, The Pain Report (Sydney)

- Tim Farrelly, Principal, farrelly’s Investment Strategy (Sydney)

- Dr Oliver Hartwich, Executive Director, The New Zealand Initiative (Wellington)

- Prof Robert MacCulloch, Matthew Abel Chair in Macroeconomics, University of Auckland (Auckland)
- Michael Kitces, Partner/Head of Rsh, Pinnacle Advisory (Washington, DC)

- Prof Jack Gray, Adjunct Professor of Economics, UTS Business School (Sydney)

- Michael Furey, Managing Director, Delta Research & Advisory (Brisbane)

- Derek Mock, Principal, Mercer (Sydney)

- Darren Howlin, Manager Research, Lonsec Research (Brisbane)

- Jonathan Ramsay, Head Strategic Rsh & Asset Consulting, van Eyk Research (Sydney)

Due Diligence Forum Faculty

- David Fisher, Executive VP & Product Manager, PIMCO (Newport Beach)

- Nikki Thomas, Portfolio Manager, Magellan Asset Management (Sydney)

- Michael Armitage, Head of Fund Advisory, Milliman Financial Risk Management (Sydney)
- Christian Hawkesby, Head of Fixed Income, Harbour Asset Management (Wellington)

- Graham Ansell, GM Investment Management, ANZ NZ Investments (Auckland)

- Keith Poore, Head of Investment Strategy, AMP Capital NZ (Wellington)

Due Diligence Forum Moderators

- Jonathan Ramsay, Head Strategic Rsh & Asset Consulting, van Eyk Research (Sydney)
- David Greenslade, Managing Director, Strategi Institute (Auckland)

- Michael Furey, Managing Director, Delta Research & Advisory (Brisbane)

Gizmo Partner
- IRESS, provider of Xplan software, in association with Lumi (imlworldwide.com/au)

6 PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Review

Critical Issues Forum 2 IatDer

What a wonderful world - around the world in 60 minutes

When central banks from around the world united to do whatever it took to save the world, they
launched the mother of all monetary experiments for which we have no roadmap. The majority
of the world will see an improvement in economic growth this year - and, equities remain by
far and away the most attractive asset class. But, they will see much greater volatility this year
and require a more nimble approach to asset allocation.

Faculty member: Jonathan Pain, Editor, The Pain Report (Sydney)
Jonathan is a regular at PortfolioConstruction Forum’s programs where he has
debuted many new investment theses over the years, well in advance of them
becoming accepted in the mainstream and obvious to all. The Pain Reportis an
independent and global perspective of financial markets and world economy,
free of Wall Street spin. Jonathan is a member of the PortfolioConstruction
Forum Core Faculty of leading investment professionals.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent
Critical Issues Forum 2

8 PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Review
Critical Issues Forum 3 IatDer

The Great Unwind

The roadmap for the Great Unwind - the removal by central banks of ultra-easy monetary
policys - includes examining why inflation has not picked up despite the massive increase in
money supply (and it’s not because the banks won’t lend the money), what impacts tapering
will have on interest rates and equities, and why the critical period for markets will come when
the Fed lifts short-term interest rates - probably, but not necessarily, after tapering finishes.

Faculty member: Tim Farrelly, Principal, farrelly’s Investment Strategy (Sydney)
Tim is founder and principal of specialist asset allocation research
house, farrelly’s Investment Strategy, available exclusively through
PortfolioConstruction Forum. Prior to founding farrelly’s, Tim was 14
years with Macquarie, as an Executive Director of Macquarie Bank and
Director of Macquarie Investment Management. Tim is a member of the
PortfolioConstruction Forum Core Faculty of leading investment professionals.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Critical Issues Forum 3

PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum 9
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Review
Critical Issues Forum 4 - Part 1 latDer

Capitalism: Bruised but still champion

In the wake of the Global Financial Crisis and the Great Recession, the public’s belief in the free
market has taken a battering. But despite all its flaws, capitalism remains the world’s greatest
NGO - and the best way of creating prosperity.

Faculty member: Dr Oliver Hartwich, Executive Director, The New Zealand Initiative (Wellington)
Before joining the NZ Initiative, Oliver was a Research Fellow at the Centre
for Independent Studies in Sydney, Chief Economist at Policy Exchange
in London, and an advisor in the UK House of Lords. He is a frequent and
popular guest commentator on TV and radio in Australia, NZ and the UK.
Oliver is a member of the PortfolioConstruction Forum Core Faculty of leading
investment professionals. PortfolioConstruction Forum is pleased to actively
support the work of the New Zealand Initiative.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Critical Issues Forum 4 - Part 1

10  portfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Review
Critical Issues Forum 4 - Part 2 'atDer

Is regulation good or bad for investment markets?

Some economists argue that regulation is good for markets since it can help them function
more efficiently by preventing failures caused by a lack of transparency and unlevel playing
fields. Others argue that regulations are burdensome and create less efficiency and lower
returns. What is the truth?

Faculty member: Prof Robert MacCulloch, Matthew Abel Chair in Macroeconomics, University
of Auckland (Auckland)
After leaving university, Robert worked at the Reserve Bank of NZ before
completing a PhD in Economics at Oxford University. He taught at Oxford
University and then pursued research interests at the London School of
Economics and Princeton University before joining Imperial College London
Business School. He returned to NZ in 2012 to take up his current role.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Critical Issues Forum 4 - Part 2

PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum 11
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Review
Critical Issues Forum 5 IatDer

Implementing the modern portfolio - in theory & in practice

Picking up where he left off at Symposium 2012, Michael argues that effective portfolio
management decisions must occur at two levels - how to allocate assets amongst asset classes,
and how to implement investments within those asset classes. We look at the continuing
evolution of MPT, and how practitioners can refine their portfolio construction strategy by
making conscious decisions about where they will and will not, seek to add value.

Faculty member: Michael Kitces, Partner/Head of Rsh, Pinnacle Advisory (Washington, DC)
Michael is Director of Research at Pinnacle Advisory Group, a US-based private
wealth management firm that works with over 700 families and manages
close to US$1 billion in assets for clients in the US and around the world.
He presents and writes extensively on a broad range of advanced financial
planning topics. Michael is a member of the PortfolioConstruction Forum
Core Faculty of leading investment professionals.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Critical Issues Forum 5

12 PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Review
Critical Issues Forum 6 IatDer

Has behavioural finance made us better (investors)?

The insights generated by 25 years of research into behavioural finance do not seem to have
changed aggregate investor behaviour. Are the human and organisational barriers to being
better investors insurmountable, or can we actually learn and improve our decision-making?
The eternally optimistic speaker believes we can.

Faculty member: Prof Jack Gray, Adjunct Professor of Economics, UTS Business School (Sydney)
After a 20-year academic career, in pure mathematics, mathematical physics,
and the history of science and mathematics education, Jack moved from
academia to funds management. He was held positions as Executive Director
at AMP Asset Management, CIO at SunSuper and was co-head of asset
allocation at GMO in Boston. Jack is a member of the PortfolioConstruction
Forum Core Faculty of leading investment professionals.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent
Critical Issues Forum 6

PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum 13
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Review
Critical Issues Forum 7 IatDer

How to judge the likelihood that a manager will or has added value

The evidence is strongly against active equity management adding net value with any
consistency. And that’s to be expected in a competitive market. Yet, there is some evidence
that some managers can add (relatively) consistent value net of costs. Can we (or anyone)
identify them? Again, there’s some evidence that some can tilt the odds a little their way in the
selection stakes.

Faculty member: Prof Jack Gray, Adjunct Professor of Economics, UTS Business School (Sydney)
After a 20-year academic career, in pure mathematics, mathematical physics,
and the history of science and mathematics education, Jack moved from
academia to funds management. He was held positions as Executive Director
at AMP Asset Management, CIO at SunSuper and was co-head of asset
allocation at GMO in Boston. Jack is a member of the PortfolioConstruction
Forum Core Faculty of leading investment professionals.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Critical Issues Forum 7

14 PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Review
Critical Issues Forum 8 IatDer

Using risk factors to evaluate investments and build portfolios

This practical session highlights the use of risk factors in evaluating investments in the portfolio
construction process, and demonstrates the benefits of risk factors in asset allocation as well
as breaking down manager performance into its smaller parts. By the end of this session,
delegates will understand the performance behaviour of different quantitative risk factors, how
they contribute to performance, and how they can be incorporated in portfolio construction.

Faculty member: Michael Furey, Managing Director, Delta Research & Advisory (Brisbane)
Delta Research & Advisory specialises in providing independent, conflict-free
investment research and asset consulting services to financial advisory dealer
groups, financial planners, and self-directed investors. Michael has worked
in the financial planning industry since 1999, both in research and financial
planning roles. A self-confessed quant geek, he has a Masters in Applied
Finance and Bachelor of Mathematics, and he is a CFP holder.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Critical Issues Forum 8

PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum 15
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Review
Critical Issues Forum 9 IatDer

Developing your investment philosophy

We all should have an investment philosophy based on our own belief set. This session is
aimed at helping delegates refine and document their own investment philosophy. By the end
of the session, delegates will have a draft document that clarifies their investment beliefs and
highlights areas of uncertainty or ambiguity. This is intended as a starting point for a living
document.

Faculty member: Tim Farrelly, Principal, farrelly’s Investment Strategy (Sydney)
Tim is founder and principal of specialist asset allocation research
house, farrelly’s Investment Strategy, available exclusively through
PortfolioConstruction Forum. Prior to founding farrelly’s, Tim was 14
years with Macquarie, as an Executive Director of Macquarie Bank and
Director of Macquarie Investment Management. Tim is a member of the
PortfolioConstruction Forum Core Faculty of leading investment professionals.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Critical Issues Forum 9

PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Review
Critical Issues Forum 10 IatDer

The Great Debate - A multi-dimensional view of portfolio risk

In this simulated investment board meeting, our Faculty debate and vote on a critical portfolio
construction issue. Delegates vote too, both before and after considering the Investment
Board’s views (as well as use the meeting as a role model for their own investment committees).

Investment Advisory Board
Graham Rich, Publisher, PortfolioConstruction Forum (Sydney)
Derek Mock, Principal, Mercer (Sydney)
Prof Jack Gray, Adjunct Professor of Economics, UTS Business School (Sydney)
Michael Kitces, Partner/Head of Rsh, Pinnacle Advisory (Washington, DC)
Tim Farrelly, Principal, farrelly’s Investment Strategy (Sydney)
Michael Furey, Managing Director, Delta Research & Advisory (Brisbane)
Christian Hawkesby, Head of Fixed Inc, Harbour Asset Management (Wellington)
Keith Poore, Head of Investment Strategy, AMP Capital NZ (Wellington)
Darren Howlin, Manager Research, Lonsec Research (Brisbane)
Jonathan Ramsay, Head Strategic Rsh & Asset Cons, van Eyk Research (Sydney)

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Critical Issues Forum 10

PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum 17
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Review
Critical Issues Forum 11 IatDer

Where investing meets investors

Our closing session - also the opening session of Strategi Institute’s Finology Conference 2014
- features three critical and interrelated aspects of practically managing client portfolios:

1. Constructing portfolios using buckets

2. Diversifying human and financial capital

3. The Withdrawal Policy Statement

Faculty member: Michael Kitces, Partner/Head of Rsh, Pinnacle Advisory (Washington, DC)
Michael is Director of Research at Pinnacle Advisory Group, a US-based private
wealth management firm that works with over 700 families and manages
close to US$1 billion in assets for clients in the US and around the world.
He presents and writes extensively on a broad range of advanced financial
planning topics. Michael is a member of the PortfolioConstruction Forum
Core Faculty of leading investment professionals.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Critical Issues Forum 11

18 PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Review
Due Diligence Forum 1.1 IatDer

As global markets calm, be ever mindful of the risks

Many features of the post-crisis investment landscape seem to be in the early stages of reversion
toward pre-crisis conditions. Most critically for bond investors, the US Federal Reserve has
begun tapering its asset purchases. In response, some investors have allocated away from core
bonds and towards cash and equities in response, cutting core bond allocations is an explicit
de-optimisation of a broader portfolio. This paper and presentation explore a more thoughtful
approach - broadening core bond holdings geographically and diversifying the risk factor of
concern, in this case duration, to show the bond market can offer compensation against rising
rates through roll down and active management of forwards.

Faculty member: David Fisher, Executive VP & Product Manager, PIMCO (Newport Beach)
David is responsible for PIMCQ’s traditional global fixed income and currency
products as well as the Global Advantage Strategy. Previously, he was MD and
head of global fixed income at Halbis, and a global bond portfolio manager
at Credit Suisse Asset Management and Fischer Francis Trees & Watts.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Due Diligence Forum 1.1 - Global Debt

20 PportfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Review
Due Diligence Forum 1.2 IatDer

The US will surprise on the upside

The US is undeniably the critical market for global investment markets. But many commentators
suggest that while the US is recovering, growth will remain subdued and the country’s best
days are in the past. However, this paper and presentation argues that there are real sign-posts
that clearly suggest that the US is off its knees, has dusted itself off and is ready to surprise
the world on the upside! This thesis has significant implications for investment markets, the
unwinding of QE and portfolio construction.

Faculty member: Nikki Thomas, Portfolio Manager, Magellan Asset Management (Sydney)
Nikki joined Magellan in January 2007. She is sector head of Magellan’s
consumer franchises team and a member of the investment committee. Prior
to Magellan, Nikki spent 14 years in institutional stockbroking at BT Securities
and Deutsche Bank. Nikki has been a CFA Charterholder since 1997 and is an
active member of the CFA Society of Sydney.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent
Global Equities- Due Diligence Forum 1.2

PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum 21
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Review
Due Diligence Forum 1.3 IatDer

The risk tolerance paradox

The risk tolerance level many investors expect to achieve over the long-term rarely equals the
same tolerance investors actually experience over shorter periods. This paper and presentation
provide an introduction to this paradox, explores the main reason it exists, and introduces risk
management strategies that seek to solve the problem.

Faculty member: Michael Armitage, Head of Fund Advisory, Milliman Financial Risk Management
(Sydney)
Michael specialises in creating risk management solutions for institutions,
superannuation and retail funds. He has over 20 years experience within
capital markets, portfolio management, hedge fund strategy research and
development, fund of fund portfolio management, alternative investment
research and consulting.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Due Diligence Forum 1.3 - Risk

22  portfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum



The premise of asset
allocation (as applied
today) is really identifying
a client’s tolerance for
risk and positioning him
to experienced it! Isn’t
risk something an investor
would like to avoid?
DAVID LOEPER (2002)

a dynamic approach

to asset allocation

Available exclusively through

portfolio
construction
forum

For more information, go to www.PortfolioConstruction.co.nz
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Review
Due Diligence Forum 2.1 IatDer

Popping the bonnet on central banks

Following the GFC, developed world central banks took unprecedented actions to loosen
monetary policy to support economic growth, avoid deflation, and reflate asset markets. As we
move further into post-GFC recovery, central bank actions are diverging: the ECB is considering
guantitative easing (QE); the Fed is tapering QE; the RBA is in waiting mode; and the RBNZ has
commenced interest rate hikes. This paper and presentation argue that understanding what is
going on under the bonnet at central banks is key to understanding what will drive markets -
and therefore how to best position portfolios.

Faculty member: Christian Hawkesby, Head of Fixed Income, Harbour Asset Management
Christian has responsibility for Harbour’s fixed income business. Previously,
he spent nine years at the Bank of England, in a number of senior positions,
including Head of Market Intelligence, Chief Manager of the Sterling Markets
Division, and Private Secretary to the Deputy Governor. He began his career
at the RBNZ in 1998.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Due Diligence Forum 2.1 - Global Debt

24 PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum
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Review

Due Diligence Forum 2.2 IatDer

Investing in global bonds - a smarter way

If you were lending somebody money, would you lend them more money just because they had
more debt? Would you continue to lend them even more money if they kept borrowing more
money? If you are investing according to a debt-weighted benchmark, that is exactly what you
are doing - because most of the fixed interest benchmarks used to manage bond portfolios
are based on debt-weighted indices. This paper and presentation argue that there a better
approach to setting an appropriate benchmark for global bond managers.

Faculty member: Graham Ansell, GM Investment Management, ANZ NZ Investments (Auckland)
Graham is general manager of ANZ NZ Investments. Prior to this he was
Head of Fixed Interest at ANZ NZ Investments (including at OnePath). Before
joining in 1996, Graham spent eight years at the Reserve Bank of New
Zealand.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Global Debt - Due Diligence Forum 2.2

PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum 25
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Review

Due Diligence Forum 2.3 IatDer

Valuations matter - the effect on portfolio risk and return outcomes

Traditional strategic asset allocation works under the assumption that asset returns, volatility
and correlations are static over time, so the “efficient frontier” and hence asset allocation
mix is also static. The long-term investor therefore simply chooses an asset allocation on
the frontier to meet their target level of return or risk. While it is well established that equity
valuations impact medium-term equity returns, it is probably less well known that starting
period equity valuations also impact medium-term equity volatility and medium-term bond-
equity correlations. This paper and presentation argue that investors who focus on medium-
term risk and return outcomes should be factoring this into expectations and asset allocations
to improve outcomes.

Faculty member: Keith Poore, Head of Investment Strategy, AMP Capital NZ (Wellington)
Keith is responsible for the strategic and dynamic asset allocation of AMP
Capital NZ’s multi-sector portfolios. After time with Reuters and Bloomberg,
he moved to NZ in 1997, working in portfolio strategy roles with BNZ
Investment Management and Grosvenor Financial Services. In 2008, he joined
AXA Global Investors where he was responsible for asset allocation, manager
selection and financial market research, before joining NZ Super in 2010.

Your rating

[ ] Awful [ ] Mediocre [ ] Good [ ] Excellent

Due Diligence Forum 2.3 - Multi-Asset

26 PortfolioConstruction Forum Symposium 2014 | 20/21 May 2014 | Follow us @PortfolioForum



portfolio

construction
forum

Have your say E D

Use the Comments and Questions area below to share your comments /questions.
Follow us on Twitter to hear as soon as we release new articles

W Follow @PortfolioForum

Comments and Questions - add yours (max 5,000 characters)

Subscribe to comments for this article

Subject

Post comment

Have your say!

Each day we publish Perspectives on PortfolioConstruction.co.nz - you can find all the latest
Perspectives on the home page as well as quicklinks to search our Perspectives library. It’s a
unique and exclusive selection of diverse, relevant and actionable investment perspectives
from our core faculty and Learning Partners. This includes exclusive interviews, video blogs,
research papers, opinion papers and special interest subscription services from local and
international investment professionals and subject matter experts.

Once you’ve read a Perspective, use the Comments area at the bottom of the page to post a
comment and interact with the author. If you also “subscribe to comments for this article”,

you’ll be emailed when the author (or any other Member) answers.

So have your say!

For more information, go to www.PortfolioConstruction.co.nz
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online portfolio construction learning and accreditation

CPD Campus complements our independent, interactive and exceptional CPD programs.
Read high quality papers on the markets, strategies and investing within our online Resources
Kits and Perspectives library.

Pass the related quiz.

Receive immediate CPD accreditation (in addition to CPD received from our live programs).
Access, monitor and print/email your CPD accreditation.

Complimentary to all PortfolioConstruction.co.nz Members, CPD Campus enables you to
continuously enhance your portfolio construction learning, any time (or place).

Get ready to jump on in and satisfy your thirst for learning!

For more information, go to www.PortfolioConstruction.co.nz

another bri"ierﬂ'! publication



