


QUESTIONS
WE ALL ASK OURSELVES:

2

What

happened?

What asset 

classes are 

better for us 

given the history?

What will happen 

now?

How shall we 

react?

1 2 3 4



Recent history
Rates down – assets up
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WHAT HAPPENED? 
1



In the mid/end/start of an unprecedented rally

DJIA value …
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Since 2008 it’s been an extremely steep growth 

of assets prices, alike the one in 1990-1998. 

Historically such rallies ended up in decades of 

stagnation or even decline

Last 10 years the positive returns were 

close to average, though there were almost 

no negative annual returns - the thing that 

never happened before

… and annual returns



In the mid/end/start of an unprecedented rally

DJIA value …
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Since 2008 it’s been an extremely steep growth 

of assets prices, alike the one in 1990-1998. 

Historically such rallies ended up in decades of 

stagnation or even decline

FDTR. % … and annual returns

Last 10 years the positive returns were 

close to average, though there were almost 

no negative annual returns - the thing that 

never happened before



The rally was fueled by decreasing cost of money 6
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Risk premiums are not yet at their lows – but close
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Asset classes
dance
Equity is not the best asset class - surprisingly

WHAT ASSET 

CLASSE

TO CHOOSE? 

2



Equity supremacy is not real
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Especially in emerging markets
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Rates up, hard times for equity, long duration 
suffers the most

WHAT WILL HAPPEN 

NOW? 

3

Close future



Curves flat, FED’s - not
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Rates up – Spreads down
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Yields up – prices down, total return mixed
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And a closer look
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Outcomes 16

Equities have been 

looking better in diagrams and 

articles – but not for real 

investors; real investors gained 

stabler from bonds

Lately equities and PE 

and RE have outperformed – a 

warning sign

In equities area 

everything (almost) depends 

on earnings forecasts; though 

techs and unicorns are 

overpriced any earnings based

The world’s changed –

no one from us has ever lived 

in a rate rising cycle with weak 

growth triggers. We have to 

assume and predict rather 

than dig into own memories

We are far from the 

crisis (as much as we can 

predict) based on risk 

premiums; though we are not 

far from the dangerous zone

Unless the world 

nosedives into the crisis, yields 

will grow and prices of FI 

instruments will go down 

steadily or in saltation

1 2 3

4 5 6
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In the time of bad markets safe havens will still 
generate inflation+ returns

WHAT TO DO? 
4

Where to lay low?



USD is still a no brainer and a phase favorite

-0,2

0

0,2

0,4

0,6

0,8

1

1,2

1,4

Sep-94 Sep-99 Sep-04 Sep-09 Sep-14

major currencies to USD

.DXY EUR= GBP= CHFUSD=R JPYUSD=R

AUD= CADUSD=R CNYUSD=R NOKUSD=R SEKUSD=R

RUBUSD=R INRUSD=R ZARUSD=R BRLUSD=R

18



Short answer

GLOBAL, DIVERSIFIED, SHORT DURATION, MID RATING, USD 

HEDGED FIXED INCOME PORTFOLIO

 When rates grow – stay in short instruments

 When markets are high – get out of equities

 When volatility grows – be globally diversified

 When money is in excess supply – go down in ratings and liquidity

 When world slows down – choose US dollar as a base currency

19



SHORT DURATION CONSERVATIVE STRATEGY 

OVERVIEW

Part 2



In details

 Short duration protects from yield increase effect on prices and unpredictable credit quality shift

 Desired yields lay lower than BBB- rating

 You need to cherry-pick and follow closely each investment – expertise, experience and hands-on 

approach

 Still returns are limited – inflation +3-5% is the gross target

 Sweeteners could be found in arbitrage fields – though few ones

21

GLOBAL, DIVERSIFIED, SHORT DURATION, MID RATING, USD 

HEDGED FIXED INCOME PORTFOLIO



Even in rates decreasing time 

conservative short-term debt 

actively managed portfolio 

provides for good results with 

low volatility

“Conservative” is the key to investing 22

3,85 would bring the NASDAQ

2,42 would bring the DJIA

2,4 would bring the EMBI+

1,66 would bring the RTSI
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And steadily after 23

Broadly over crisis 

conservative investments 

outperform clearly – even 

when 6 years pass

3,05 would bring the RTSI

1,71 would bring the EMBI+

1,46 would bring the NASDAQ

1,19 would bring the DJIA
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The move deeper into the 

period of easy money does not 

change the comparative 

position

Especially in bad times 24

2,62 would bring the NASDAQ

1,7 would bring the DJIA

2,16 would bring the EMBI+

1,34 would bring the RTSI
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ARGO vs ETFs and Indices for the 2 last years
25
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ARGO vs ETFs and funds : Better return and lower volatility 26
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How to manage the strategy? 27

Bottom-up approach 

and deepest analysis; stay 

ahead of the public

Diversify Look for smaller, 

younger, “bad” industries, 

lower liquidity (have a good 

broker!)

Everything that does 

not kill makes returns better

But – if there is a 

bomb, it is likely to explode –

do not wait

1 2 3

4 5



Data mining consumes much electricity 28



Data mining consumes much electricity 29



Data mining consumes much electricity 30



Data mining consumes much electricity 31



Data mining consumes much electricity 32



And it only starts with data

 Check the region

 Check the industry

 Talk to management

 Talk to competitors

 Talk to clients/subcontractors

 Talk to regulators

 Review the shareholders history and behavior 

 Is there a dependency on a third party 

(scarcity; politics; subsidies)

 Review the history of last shocks

 Chances of M&A

 Chances of adverse idiosyncratic events?  

33



Investment process

Analysis of the macroeconomic situation

Market sentiment 
Identifying promising 

markets

Analysis of selected industries

Identification of 

perspective industries

Identification of special 

situations

Review and analysis of promising issuers and issues 

from perspective markets and industries 

Identification of potentially 

interesting issuers

Identification of arbitration 

opportunities

Detailed analysis of selected issuers and securities, 

including financial data, value chain, market 

positioning, management history and stakeholders 

history and profile, legal issues and risks, all aspects 

of risks and uncertainties
Risk analysis

Investment

Reporting review and direct communication with 

management and shareholders

Review of the rating agencies materials 

Review of the research materials 

Direct contact with counterparts and clients 

Comparison with competitors

Stress-modeling

Evaluation of the 

market 

overpricing 

Test on 

overpricing of 

the exact issue 

AcceptableUnacceptable 

Further 

monitoring

YES

NO

YES

NO

Further 

monitoring

Situation 

changed
YES

NO
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Conclusion 35

We are in the NEW 

world – though not everyone 

noticed it: ciao easy money 

and low rates

Solvency was not the 

major factor when there was 

so much money around. Now 

the major question will be “can 

it pay its debts?”

There is still nothing 

bad in FI – if it is short – our 

fund is +2,5% YTD vs. EMBI+ 

-3%

Good returns are now 

much lower than before

Once the trend is 

vanishing, professionals are 

back in demand – do not try to 

repeat their tricks yourself

1 2 3

4 5



 We offer investment consulting services, 

advise clients on their current portfolios 

and strategies, supervise special purpose 

portfolios composition process 

 We provide investment advisory services 

to a number of international funds 

dedicated to investments into short-term 

debt instruments 

 We advise on creation and optimization of 

holding structures and investment 

vehicles 

 We provide external management 

services for clients’ accounts with banks 

and brokers as per clients’ choice 

Grand Cayman: 

investment funds, 

funds’

and clients’ accounts 

management 

Moscow: structuring, 

back-office, 

marketing Nicosia: research, 

investment consulting, 

group management 

36Efficient Solutions for Conservative Investors

www.movchans.com / jprokofieva@movchans.com

Amsterdam: investment 

funds, administration, 

custody

Maling Subscribtion: send an e-mail with the subject ”Рассылка 

ARGO” to inaumova@movchans.com

http://www.movchans.com/

