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Portfolio Objectives: To maximise risk adjusted returns through a diversified portfolio across global equities, 
bonds, commodities and alternative strategies. 
 
Strategy: We adjust asset class exposure tactically and strategically to align with market cycles. 

Performance: The Somerston Multi Asset Fund (US0 class) rose by +1.3% in the month and rose by +4.3% over 

the last three months.  Our composite reference index rose by +1.4% in the month and rose by +4.5% over the 

last three months. 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year

2017 0.9 2.7 -0.9 0.6 0.6 -0.5 0.6 -1.2 1.9 4.5

2018 4.8 -3.7 -1.0 -1.0 0.8 -0.2 0.9 0.3 0.0 -2.3 1.8 -0.4 -0.2

2019 1.1 -0.6 2.8 1.3 -1.8 5.6 0.7 0.6 -0.6 2.1 2.8 3.3 18.5

2020 -0.3 -5.9 -8.5 6.9 2.4 1.8 7.4 3.1 -2.2 -1.0 5.2 5.2 13.6

2021 -0.3 0.8 -0.1 2.3 2.5 -0.2 2.2 0.5 -5.1 5.2 -1.7 3.2 9.3

2022 -5.9 -1.1 2.6 -3.5 -1.4 -4.1 4.3 -3.8 -4.9 1.3 3.7 -1.5 -14.0

2023 2.5 -4.0 2.9 1.1 -1.3 2.0 2.5 -1.2 -2.5 -0.6 6.3 4.7 12.6

2024 0.0 1.2 3.2 -1.9 3.7 0.5 0.9 2.0 1.3 11.3
Total return since inception 65.1%

Performance (%) US0 Class

SOMERSTON MULTI ASSET FUND  

Long Short Net

Core Equity 39.3% 39.3% i

Real Estate Equities 1.5% 1.5% i

US Equities 7.6% 7.6% h

Defensive Equities 5.1% 5.1% i

Equity Long Short 14.1% -13.9% 0.2% i

Equities 67.6% -13.9% 53.7% h

Corporate Bonds 2.3% 2.3% n

Euro-Bund Futures 6.9% 6.9% i

US Govt 2 yr. Bond 10.6% 10.6% i

US Govt 10 yr. Bond 7.2% 7.2% i

Inflation Linked Bonds 20.1% 20.1% h

Bonds 47.0% 0.0% 47.0% h

Gold Bullion Derivatives 6.0% 6.0% h

Gold Miners Equities 2.8% 2.8% h

Commodities 8.8% 8.8% h

Volatility and CTA 12.4% 12.4% i

Total All Assets 135.8% -13.9% 121.9% i

Asset Allocation

Name % Fund

Alphabet Inc 2.9%

Meta Platforms Inc 2.8%

LVMH 2.6%

Mastercard Inc 2.5%

Assa Abloy AB-B 2.3%

Microsoft Corp 2.0%

Visa 1.9%

Diageo PLC 1.8%

ASML Holding NV-NY Reg Shs 1.7%

EssilorLuxottica SA 1.6%

Total for Top Ten 22.1%

Currency Allocation

USD 76.1%

SEK 6.9%

GBP 5.3%

AUD 5.0%

NOK 5.0%

CHF 1.2%

EUR 0.6%

Total 100.0%

Top Ten Equity Holdings



 

 

Evolution of Asset Allocation for Somerston Multi Asset Fund 

 

Performance since inception 

 

Performance 

• The Fund appreciated +4.3% over Q3.  

• Core Equites contributed +1.3% in the third quarter, we invite you to read our latest commentary here. 

• Our underweight equity allocation detracted from relative performance.  

• The bond strategy added +1.1% to performance supported by the overweight allocation 

• Macro Equity positions added +0.9%.  

• Commodities and precious metals added +0.6% to performance and volatility detracted -0.3%.  

 

https://www.somerston-am.com/wp-content/uploads/2024/10/2024-09-Somerston-Core-Equity-Q3-2024-Letter-US1.pdf


 

 

Commentary 

SMAF Performance Commentary 

During the quarter US Equity markets were 5.5% higher and excluding the US, equity markets were 6.8% higher.  

This ‘snapshot‘ of performance masks some wild volatility. Emerging markets were exceptional and reacted 

abruptly to China’s four-day stimulus announcements.   

Outlook 

For several months we observed a trinity of high valuations, deteriorating economic reports and a complacent 

market structure.   In recent weeks, we observe significant offsetting developments that lessen our caution - 

albeit perhaps only for the medium term.  

1. The combination of a cooler summer, an economic slowdown, a significantly higher contribution from 

alternative energy sources in Europe, and a poorly executed OPEC strategy, has caused energy prices to 

fall substantially. On a Dollar neutral basis WTI crude is down 15% in the last 6 months, trading below 

$70 a barrel.  Energy costs are one of the most significant burdens for industry and consumers alike, and 

lower energy prices are a material boost for the overall economy.  Over the last 25 years, a strategy of 

buying equities whenever oil is down more than 5% over a 6-month period, has not only yielded returns 

that are twice that of average but does so with lower risk. 

2. There has been a raft of interest rate cuts from Central Banks in both Developed and Emerging 

Economies. This is causing liquidity conditions to improve. Over the last 50 years, a strategy of buying 

equities (S&P500) when the Federal Reserve is cutting rates, bond yields are falling and the S&P itself is 

above its average level over the last 200 days, the S&P has gone on to deliver high teen annualised 

returns. 

3. The 'safety trade' is overbought. We look at the performance of Gold vs Copper, the Utility sector vs 

S&P, Swiss Franc versus Australian Dollar and change in 30 year yields. All four series are close to their 

highest level in the past 100 days. 

In summary, high valuations remain and the market is complacent on several measures, but on the heels of a 

wave of Central Banks cutting interest rates, global liquidity is once again reaccelerating in a meaningful way.  

Liquidity has been the trump card to all the Global Economy ills over the past 15 years and, irrespective of the 

macro view, our outlook needs revising in this context.  

 

  



 

 

Chart 1 shows expected earnings growth over the next 12 months from the 500 largest companies in America 

(“S&P 500”) is 13.37% (Blue). This is robust earnings growth by any historical standard. However, the US 

Conference Board Leading Economic Indicator remains deeply negative (red), yet to recover from the 2021/2022 

slowdown. This chart clearly illustrates that while the equity market has been driven by a handful of stocks, the 

real economy is extremely lacklustre. With inflation trending down and close to target, Central Banks now feel 

empowered to turn their attention to address the real economy and do what they can to arrest the 

deterioration in employment. The US Federal Reserve’s 0.5% rate cut was aggressive and showed a distinct 

intent to ‘save’ employment. If successful, we are likely to see the stock rally broaden out. Accordingly, over the 

medium term, we consider the most probable path for equity markets (and risk assets in general) is once again 

to the upside. 

Chart 1 – Expected earnings growth (blue) vs Leading Economic Indicators (red)

 

 

 

 

 



 

 

Chart 2 - Left shows how widespread interest rate cuts are amongst global central banks and, the chart to 

the right shows the resurgence in global liquidity as measured by Cross Boarder Capital 

 

  

Strategy 

Though the revised outlook gives cause for optimism, the chart below (constructed by Longview Economics) 

shows the S&P versus the percentage of sectors that have valuations in their highest historical quartile. It clearly 

shows how widespread over valuation has become. 

Chart 3 - S&P versus the percentage of sectors that have valuations in their highest historical quartile. 

 

 

 

 

 

 

 



 

 

Fortunately, there are several assets that do not suffer these extremes in valuation and remain attractive, both 

in valuation terms and with high sensitivity to improving liquidity.  

• Within equities, we find compelling valuations in Europe, Australasia and Far East (EAFE) both in Large 

cap and Small caps. 

• REIT’s are both relatively attractively valued and will benefit from the downward trend in interest rates. 

• Within the US, the cheapest stocks remain within historical ranges of the cohort of cheap stocks. 

• Within currencies we find compelling valuations for the Scandinavian currencies and Australia, with the 

benefit of a US interest rate cutting cycle that is likely to put downward pressure on the US Dollar. 

• Within commodities, Silver has largely underperformed Gold but appears to be breaking out above $30 

and would need to surpass its all-time highs above $50, if it is to catch up with gold. 

• Finally, within bonds, inflation linked bonds remain on attractive terms. 

In summary, the strategy has evolved to benefit from a continuation in the liquidity upswing, without taking 

undue valuation risks.  Though we should note, due to the overvalued and complacent nature of financial 

markets, we remain underweight both equities and bond duration, and we are also increasing exposures to long 

volatility strategies. 

 

Somerston Investment Team 

Nick.Wakefield@somerston.com 

Arthur.Castle@somerston.com 

Emily.Brown@somerston.com  

Investor relations: ir@somerston.com 
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DISCLAIMER 

Any information in this Document may not be suitable for all investors. Investors must make their own investment 

decisions using their own independent advisors and reviewing relevant offering material (including the Final Offering 

Document). Any investment decisions must be based upon an investor’s specific financial situation and investment 

objectives and should be based solely on the information in the relevant offering material. 

The Fund's manager, Somerston Asset Management Limited (the "Manager") believes the information contained in 

this Document to be reliable but does not warrant its accuracy or completeness. The information contained herein is 

preliminary in nature and is not and does not purport to be complete.  Any estimates contained herein may be 

subject to change without notice. No guarantee or representation is made that the investment program set out in this 

Document, including, without limitation, any investment objectives, diversification strategies, or risk monitoring 

goals, will be successful, and investment results may vary substantially over time. Investment losses may occur from 

time to time. Nothing herein is intended to imply that the Manager’s investment methodology may be considered 

“conservative”, “safe”, “risk free” or “risk averse”. 

No person, including (without limitation) any of the members, shareholders, directors, officers, partners, employees 

or advisers of the Manager or its associates, accepts any liability whatsoever (whether direct, indirect, incidental, 

special, consequential, punitive or otherwise) for any loss arising from any use of the information, opinions or other 

statements contained herein or otherwise arising in connection therewith (including in the case of negligence, but 

excluding any liability for fraud) and, accordingly, liability is disclaimed by all such persons to the maximum extent 

permitted by applicable law or regulation. 

 

NO INVESTMENT ADVICE 

The information contained herein does not constitute advice and should not be relied upon for any purpose. No 

approvals have been given by the Jersey Financial Services Commission in respect of the contents of this Document or 

the circulation of any offering document in relation thereto. 

The information contained herein is not intended to influence you in making any investment decisions and should not 

be considered as advice or a recommendation to invest.  This Document is for information only and provision of this 

Document does not in itself constitute any kind of service provided by the Manager. Furthermore, this Document 

does not purport to describe all of the risks associated with investment or the other matters described herein. Income 

from or the price or value of any financial instruments may rise or fall. 

Somerston Asset Management Limited is regulated by the Jersey Financial Services Commission. 

The Somerston Multi Asset Fund is regulated by the Jersey Financial Services Commission. 

 

WARNING 

Past performance is not indicative or a guarantee of future results. No assurance can be made that profits will be 

achieved or that substantial losses will not be incurred 

 


