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Omnis Investment Bulletin

The Omnis Investment Committee oversees all aspects of the Omnis investment offering. 

The Committee met recently to discuss the Omnis funds and the performance of the external fund managers who have  
managed them since launch on 3 March 2014. This bulletin summarises the principal discussion points from that meeting  
and is part of a series of regular updates from the Committee, which takes seriously its responsibility to ensure the funds  
are properly managed at all times.  

ECONOMIC AND MARKET CONTEXT

From an investor’s perspective, the third quarter of 2015 was an uncomfortable one. Varied and sizeable economic  
headwinds prompted a sharp downturn in equity markets around the globe. Indeed for many equity markets - the  
US included - losses over the quarter were the most severe since the height of the European sovereign debt crisis  
in 2011 (see Figure 1).

Figure 1: Global Equity Markets suffered losses in the third quarter of 2015

    
    S&P 500 Index (US)        DAX Index (Germany)        Topix Index (Japan)        MSCI Emerging Markets

Source: Bloomberg Finance L.P., 31 December 2010 to 30 September 2015. Index price returns in local currencies.

The primary causes of the sell-off in global equity markets were concerns over Chinese economic growth and speculation  
over the implications of US monetary policy. In China, a series of weak economic data releases prompted heightened  
speculation that the economic slowdown may be more severe than initially - and officially - recognised. These fears were 
exacerbated by China’s move to weaken its currency, the renminbi, which was widely interpreted as an effort to stimulate  
export activity to offset weakness in domestic demand. Such has become China’s economic importance, a slowing of  
its growth was identified as a significant risk to its trading partners, to commodity exporters and, indeed, to global  
economic growth. 

Uncertainty over the global economic outlook clearly has implications for the US. Though the mandate of the Federal  
Reserve is concerned exclusively with the health of the US economy, the US central bank recognised the risks to domestic  
growth and inflation posed by events overseas. Consequently, in the midst of fevered speculation, the bank’s Open Market 
Committee refrained from raising interest rates at its September meeting. While this decision offered some respite for  
embattled emerging markets, the prognosis of fading growth, both in the US and globally, suggests investors are likely  
to continue to face challenging conditions for some time yet.
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OPENWORK GRAPHENE MODEL PORTFOLIOS 

The Openwork Graphene Portfolios each offer a blend of seven Omnis funds. These funds, discussed individually  
below, have been designed specifically to complement each other within the Openwork Graphene Portfolios, with  
allocations determined by the Openwork Investment Committee in line with Openwork’s approved asset allocation  
(see Figure 2). 

Figure 2: Strategic Asset Allocation of the Model Portfolios

UK Equity

US Equity

Other Developed Markets Equity

Emerging Markets Equity

UK Bond

Global Bond

Alternatives

Though the period since launch remains short of the recommended medium- to long-term holding period, the initial  
signs indicate that the Graphene Portfolios are well-placed to navigate challenging market conditions. Importantly,  
after several years in which the prices of diverse asset classes have frequently moved in lockstep, the third quarter  
witnessed the return of low – or even negative – correlations. This is a significant benefit for diversified portfolios as  
it increases the potential for gains in one part of the portfolio to offset losses incurred elsewhere. This mitigation of risks  
has been particularly evident in the performance of the Graphene Cautious Model Portfolio, which has held up relatively  
well in a period of notable market turbulence (see Figure 3).

Figure 3: Openwork Graphene Model Portfolios, total return since launch

 
  Graphene Adventurous Model Portfolio       Graphene Balanced Model Portfolio       Graphene Cautious Model Portfolio

Source: Financial Express Analytics, 28 February 2014 to 30 September 2015

The Prospectus, Key Investor Information Document and factsheets for the Omnis Portfolio Funds of which the  
portfolios are composed are available from the Omnis website at www.omnisinvestments.com.  For a copy of  
the Prospectus, please contact the ACD on 0345 140 0070.

The Openwork Graphene Model Portfolios assume initial investment on 28 February 2014, with auto-rebalancing occurring each 31 August and 28 February thereafter.  
All distributions are reinvested. No account is made for platform or adviser fees. The total return displayed should be viewed as indicative only: investor experience  
will differ depending on the date of the investment and any additional charges.

Cautious Balanced Adventurous
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OMNIS SECTOR FUNDS

Omnis UK Equity Fund, managed by Schroder Investment Management Limited

Although the UK’s economy appears relatively resilient, its equity markets nonetheless participated in the global sell-off  
witnessed in the third quarter. Interestingly, and somewhat unusually, the shares of larger UK companies suffered greater  
than those of their small and medium-sized counterparts. Investments in larger companies are typically considered lower  
risk than those in smaller companies, and might ordinarily be expected to offer more resistance to a bout of general equity  
market weakness. In this particular period, however, the global reach of larger companies and the prevalence of firms  
closely linked to commodity prices were identified as key risks. The shares of UK-focused smaller companies therefore 
outperformed their larger counterparts.

The Omnis UK Equity Fund incorporates a high-conviction selection of investments in smaller companies. This allocation  
proved beneficial over the quarter. However, relative gains here were offset by relative losses attributable to the fund’s 
underweight position in defensive sectors such as utilities and consumer staples. While the defensive characteristics of  
such sectors may appear attractive in light of a high degree of economic uncertainty, the shares of companies operating  
in these sectors are trading at very high valuations. The manager continues to focus on mitigating exposure to economic  
risks without compromising the value-driven philosophy that underpins the stock selection process. 

Omnis US Equity Fund, managed by The Boston Company LLC

The six year bull market enjoyed by US equities was stopped in its tracks in the third quarter of 2015. As measured  
by the S&P 500 index, US equities fell over 6% in dollar terms over the quarter, including an abrupt 11% fall in just  
seven trading days in late August1. Needless to say, though the strength of the dollar provided some protection for  
sterling-based investors, the Omnis US Equity fund did not prove immune to such pronounced gyrations in the  
US equity market.

Beneath the headline turmoil, the recent performance of the US equity market has been characterised by the search  
for earnings growth. As the US and global economies slow, corporate earnings growth has become increasingly elusive.  
Investors have proved willing to reward companies capable of delivering growth. Consequently, the shares of companies  
defined by their high growth potential have outperformed those of companies defined by more attractive valuations. 

The Omnis US Equity Fund, managed by The Boston Company, is very much focused on identifying and investing  
in companies with high growth potential. The outperformance of growth companies has therefore proved  
beneficial, and the fund performed relatively well in the third quarter.

1Source: Bloomberg Finance L.P., 30 June 2015 to 30 September 2015.

Omnis Developed Markets (Ex UK, Ex US) Equity Fund, managed by Thomas White International Limited

The equity market turmoil of the third quarter was very much a global phenomenon. As such, the geographically diverse  
remit  of the Omnis Developed Markets (Ex UK, Ex US) Equity Fund might have been expected to have offered only  
limited benefits. However, wary of the implications of China’s slowing growth, the manager reduced allocations  
to commodity-sensitive holdings in Canada and Australia. The proceeds were invested in Europe and Japan and,  
while equity indices in both markets fell over the quarter, losses were limited relative to those suffered in Canada  
and Australia (see Figure 4).

The fund’s performance was also buoyed by a second feature of the manager’s investment process. Stock  
selection is heavily influenced by TWI’s proprietary quantitative modelling process. One factor built into this process  
is a preference for stocks that typically display a degree of robustness in periods of pronounced market weakness.  
This risk aware approach helped limit losses to some extent over the quarter. 

September 2015
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Figure 4: Returns from Developed Equity Markets have differed in 2015 to date

     S&P/TSX Index (Canada)        DAX Index (Germany)        S&P/ASX 200 Index (Australia)        Topix Index (Japan)

Source: Bloomberg Finance L.P., 30 December 2014 to 30 September 2015. Index price returns in GBP.

Omnis Emerging Markets Equity Fund, managed by Jupiter Asset Management Limited 

The equity markets of global emerging economies were at the epicentre of the market turbulence experienced  
in the third quarter, falling close to 18% in dollar terms as measured by the MSCI Emerging Markets index2. Several  
economic indicators are pointing to a meaningful slowing of Chinese economic growth, while Russia is facing a  
severe recession induced by economic sanctions and the evaporation of revenues earned from its oil industry.  
Low oil prices also present a sizeable headwind to Brazil that has been compounded by economic mismanagement.  
Elsewhere, falling demand from China coupled with the strength of the US dollar risks tilting the emerging markets in  
aggregate into recession. India, as a net oil importer implementing astute fiscal and monetary policy, stands out as  
a rare bright spot against this somewhat bleak outlook.

Such a backdrop has unsurprisingly proved a challenge for the Omnis Emerging Markets Equity fund. The manager  
focuses exclusively on the potential of individual companies, rather than the trajectory of the economies in which  
they operate. Nonetheless, such is the pessimism surrounding emerging equity markets, share prices have fallen  
across the board, almost irrespective of the individual company’s prospects. While this resulted in material losses for  
investors in the third quarter, it has also presented the opportunity to invest in many profitable, well managed companies  
at attractive valuations. The manager believes such mispriced companies offer compelling investment opportunities over  
a two- to three-year investment horizon.

2Source: Bloomberg Finance L.P., 30 June 2015 to 30 September 2015. 

Omnis UK Bond Fund, managed by Threadneedle Asset Management Limited

The returns generated by investments in high quality bonds are traditionally thought to have low – or even negative  
– correlation to the returns generated by investments in equities. However, in the period since the financial crisis, equity  
and bond markets have frequently moved in tandem, undermining the diversification benefits of holding both asset classes  
in a portfolio. An important feature of the third quarter, however, was the breaking of this trend: while global equity markets  
fell dramatically, high quality bonds made solid gains as investors sought assets likely to provide a bulwark against the 
challenging global economic outlook.

The Omnis UK Bond fund is more than 60% invested in bonds issued by the UK government. These bonds, particularly  
those issued with a long period to maturity, performed particularly well over the quarter. Aside from a small amount of cash,  
the remainder of the fund is invested in bonds issued by companies. Though all the corporate bonds held in the Omnis UK  
Bond fund are deemed high quality, investment grade issues, they are typically considered higher risk investments than  
bonds issued by the UK government. Thus, in a period characterised by risk aversion, UK corporate bond returns, though 
positive, lagged those generated by UK government bonds over the quarter.
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Omnis Global Bond Fund, managed by Schroder Investment Management Limited

The attention of global bond investors in the third quarter was firmly focused on US monetary policy, specifically on the 
September meeting of the Federal Reserve’s Open Market Committee. In the wake of the Committee’s decision not to  
raise interest rates, and against the backdrop of global economic uncertainty, US government bonds enjoyed a strong  
surge. While the Omnis Global Bond Fund does hold a portion of the portfolio in US government bonds, this allocation  
has been held underweight relative to the opportunity set, and gains over the quarter were therefore somewhat curtailed.  
The relatively low allocation to US government bonds reflects the manager’s conviction that the Federal Reserve will be  
forced to raise interest rates sooner than now expected by the market.

Elsewhere, debt issued by the governments of – and companies operating within – the emerging markets have come under 
pressure. Fuelled by the exceptionally loose global monetary conditions that have prevailed since the depths of the financial 
crisis, emerging market debt has undergone a period of rapid expansion. With economic growth rates slowing and emerging 
market currencies weakening, questions are now being asked about the sustainability of the accumulated debt. The manager  
of the Omnis Global Bond Fund has, for some time, held a cautious view of emerging market debt. Exposure within the fund has 
therefore been limited to Polish, Mexican and Brazilian bonds which together account for less than 2% of the portfolio at present.    

Omnis Alternative Strategies Fund, managed by Octopus Investments Limited

Octopus Investments utilise a variety of tools in seeking to generate positive absolute returns regardless of the prevailing 
economic and market conditions. One such tool – access to a broad range of specialist ‘alternative’ investment strategies  
– accounts for a sizeable proportion of the fund’s investments and provided welcome stability over a period of acute volatility  
in global financial markets. 

In addition, risks were effectively controlled through astute asset allocation between asset classes. Most noticeably,  
allocations to equities were reduced in mid-August, prior to the sharp sell-off in global equity markets. The proceeds  
were placed in cash, providing a useful degree of ballast during a period of severe market turbulence. However, as a  
degree of order was subsequently restored to global financial markets, cash was gradually reinvested in equity and other  
risk assets. At the quarter’s end, the portfolio was 45% invested in alternative strategies, 35% in bond funds, 9% in equity  
funds and 11% in cash3. 

3Source: State Street, 30 September 2015.

The above funds may invest more than 35% of the Scheme Property in government and public securities issued by or on  
behalf of or guaranteed by a single names issuer which may be one of the following: the governments of the United Kingdom, 
Japan or the United States of America. 

OMNIS MULTI-MANAGER, MANAGED & MULTI-ASSET FUNDS

Omnis Multi-Manager Funds, managed by Octopus Investments Limited

The Omnis Multi-Manager range is comprised of the Omnis Advanced, Balanced, Cautious and Distribution funds. As with  
the Omnis Alternative Strategies Fund, Octopus actively allocates between asset classes seeking close control of investors’  
exposure to specific risks. Within the past quarter, allocations were held relatively constant, though allocations to equity  
funds were increased somewhat after August’s sharp sell-off reduced valuations to more attractive levels.

In addition to managing risk through asset allocation, the portfolios can be further refined by Octopus’ careful selection of  
best-of-breed third party fund managers. Over the third quarter of 2015 as a whole, Octopus continued to increase the funds’ 
focus on more active, contrarian investment managers who are seeking to identify attractive opportunities at the stock level.

Omnis Managed Funds, managed by Threadneedle Asset Management Limited

The Omnis Managed range is comprised of the Omnis Managed Advanced, Balanced and Cautious funds. Threadneedle  
adopts a measured, medium-term view to asset allocation. Nonetheless, allocations to US, UK and emerging market equities, 
together with UK fixed income holdings, were marginally reduced over the quarter in favour of the defensive qualities offered  
by cash. 

The Omnis Managed Funds are ‘funds of funds’ – that is, they invest in a range of other investment funds. This range  
is limited to other funds managed by Theadneedle. In this way, the Omnis Managed Funds are able to benefit from the  
stock selection skills of well-regarded specialist fund managers such as Leigh Harrison, manager of the Threadneedle  
UK Equity Alpha Income and Threadneedle UK Equity Income funds that feature among the largest holdings of the  
Omnis Managed funds.

The above funds invest principally in units in collective investment schemes.
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The Authorised Corporate Director (ACD) of the Omnis Portfolio Investments ICVC is Omnis Investments Limited which is authorised and regulated by the  
Financial Conduct Authority, Registered Office: Washington House, Lydiard Fields, Swindon SN5 8UB. The ACD is entitled to be paid a fee from the funds  
of the ICVC. This is not an additional cost to you but will be paid out of the fund charges detailed in the prospectus and the relevant key features document.

Omnis Investments Limited is not able to provide advice. Omnis Investments Limited is registered in England and Wales under registration number 06582314.

Omnis Multi-Asset Income Fund, managed by Newton Investment Management Limited

The Omnis Multi-Asset Income fund targets an attractive, relevant and sustainable level of income, together with  
the potential for real capital growth over the long term. Investing directly in equities and bonds, together with  
a range of alternative asset classes including infrastructure, the managers are able to target the most attractive  
point in a company’s capital structure and to ensure that pursuit of the yield objective does not subject investors’  
capital to undue risk. Nonetheless, a degree of fluctuation in the capital value of the fund is to be expected as  
the manager targets growth opportunities, provided the level of income distributed by the fund can be sustained.

Against a backdrop of significant market volatility, there was a widespread dispersion of returns among the portfolio  
holdings over the third quarter. Amongst the weaker performers were the equities and bonds of companies operating  
within the emerging market economies or with significant exposure to commodities. However, losses were partially  
offset by gains elsewhere in the portfolio, most notably among investments in infrastructure.
 

Past performance is no guide to future performance and may not be repeated. The value of your investment,  
and any income derived from it, may go down as well as up and you may not get back the full amount invested.
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Bright Blue Wealth 
11 Windsor Street Chertsey 
KT16 8AY 

T 01932 579700 
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