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Maps and mindsets

School holidays are in full swing and in the
Northern Hemisphere families are traveling
far and wide. The importance of modern
technology shouldn’t be overlooked in the
saving of marriages and the lives of children,
especially when it comes to car journeys. No
more are spouses berated for holding the map
upside down and sending the driver off on
wrong directions. Combined with the benefit
of children being absorbed by smartphones
rather than the lure of baiting the sibling into
squealing to the annoyance of the parent, the
existence of Sat-Navs are surely a wonderful
way of bringing peace to family life.

Pre SatNav days of travel

Source: Artorius Wealth

But not all maps are equal

The reliance on modern technology may have
resulted in us humans losing contact with
reality. The importance of understanding the
vagaries of the A38 or A303 through to the
South-west of England, or which family song
can last the longest to keep the children from
killing each other. Most of us believe what we
see, and whether on a screen or on paper the
map we use.

For travellers trying assess the distance of a
journey then the Mercator type map,
developed in 1569 by Gerardus Mercator as a
navigation tool, is a well-known map of the
world, even being used by Google... the

source of all-online-knowledge.

The Mercator Projection
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Source: Google, Artorius Wealth

The Mercator map was designed as an aid to
navigators since straight lines on the Mercator
projection are loxodromes or rhumb lines. If
a navigator wished to sail from Spain to the
West Indies, all he had to do is draw a line
between the two points and the navigator
knew which compass direction to continually
sail to reach their destination.

The Mercator map has always been a poor
projection for a world map, as it distorts the
size of the land area. The distortion increases
as you move further from the equator. On
Mercator's map Greenland appears to be just
although
Greenland is merely one-eighth the size of

as large as South America

South America. Europe covered twice its true
area and Africa appeared reduced in size.
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James Gall in 1855 and Dr Arno Peters in
1970s showed projections of the globe that
concentrates on getting the sizes of the
continents correct.

Gall -Peters Projection

Source: Artorius Wealth

Despite these benefits, the Gall-Peters
projection has its flaws. It doesn't enlarge
areas as much as the Mercator projection, but
certain places appear stretched, horizontally
near the poles and vertically near the Equator.
The land area is correct but distance and
direction isn’t.

Both maps fail to capture the reality of a globe
properly due to the difficulty of representing
a spherical object on a flat surface, but having
alternative realities (#alt facts) may be useful
in thinking about travel as well as the reality
of current geopolitical issues.

Comparing the two maps shows how the
perception of geography can be altered
depending on the type of map used. Is it
convenience of travel or accuracy of size?

Gall -Peters projection displayed in green
on the map with a black outline overlay of
the Mercator projection
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Source: Bloomberg, Artorius Wealth

North Korea: mapping the threat

The upsurge in rhetoric and risk around
North Korea, brings such questions of
geography pertinent for investors, and non-
investors alike.

Distance from North Korea

Source: RIANOVOSTI, Artorius Wealth

The risk from North Korean missiles is more
acute for Europe than the USA. And when
one considers the 7.2 billion people on the
planet over half of the world’s population
lives within 6,000 kilometres of North Korea,
one hopes that the collective wisdom and
actions of local actors take effect rather than
US sabre-rattling.
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A low risk President?

Given the obvious strains evident in the US
government and the increase in US interest
rates, we were surprised to see that the US
equity markets (S5&P 500) has had the lowest
level of actual volatility for the first six
months of a Presidency.

A low risk President? S&P 500 delivered
velocity over the first six months in office,
annualised
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Source: M&G Investments, Artorius Wealth

The dissonances between the political
turbulence and market calm, is a little
unsettling, but in fairness, the backdrop for
profits remains sanguine and although the US
economy growth has been muted, economic
growth, albeit not in the UK, has been robust.

Investment impact and Portfo lios

We remain underweight US equities as

valuations are challenging and better

opportunities lie elsewhere. With an
economic backdrop that remains positive, we
expect that the likes of the Emerging Market
equities are best positioned to take advantage

of further growth.

How the Central Banks manage the shift from
Quantitative Easing, is likely to prove a
significant risk in coming months, for both
bond and equity markets. We are watchful
for opportunities and risk, and manage client
portfolios accordingly.

Whilst the summer theme of maps is fitting,
the lesson for investors is to make sure we are
framing reality through appropriate lenses or
maps. The wrong map (i.e. distractions
around Trump) could lead us to the wrong
destination. We use a variety of tools, or
investor maps, each with their own features,
and await the day when the complexity of
investing is solved by technology, in the same
way as the apparent complexity of map

reading has been solved by Sat-Navs.
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Asset Allocation Positioning

Fixed Income @ Alternatives ®
Government = UK Real Estate @
Investment Grade  © Infrastructure @
High Yield & Private Equity S
Emerging Market ~ © © =Positive view
Cash © @ = Negative view

® = Neutral

Our Tactical Asset Allocation (TAA) _tilt vs the Strategic Asset Allocation (SAA) reflect our shorter-term views. Actual client portfolios will

vary according to mandate, benchmark, risk profile and the availability of individual asset classes in different regions.
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ASSET CLASS OVERVIEW

Commentary

TAA

22%

We increased our negative stance on US equities from ‘slight’ to
‘moderate’ in early December 2015. Overvaluation and risk of policy
mistakes in the US drive us to allocate assets elsewhere

-1%

7%

Post the BREXIT referendum we have switched from our long-
standing exposure to domestic FTSE 250 to FTSE 100 which is likely to
benefit from the fall in Sterling, as the larger companies have most of
their profits derived from overseas.

7%

European economic growth has been robust, and the ECB appears to
be moving on from providing stimulus via QE to thinking about
tightening policy

0%

Following the Yen’s depreciation, the earnings growth of Japan has
been robust but challenges remain longer term (i.e. demographics).

5%

Global economic growth prospects have brightened which should
benefit the region so as of December 2016, we closed our underweight.

5%

Whilst China weighs on the universe the use of an active fund manager
gives clients’ portfolios access to relatively undervalued asset class.
Similar to Asian equities the brighter global economic prospects
should favour the region so we moved overweight in December 2016.

+2.5%

3%

We have global equity themes of water and healthcare. As the global
population grows, water resources are stretched and the water
industry should benefit from increased expenditure. The Healthcare
sector benefits from similar themes of larger, more prosperous and
aging populations requiring higher levels of spending.
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Fixed Income  SAA Commentary TAA

Cash 0 We opt for cash in the face of unattractive opportunities in other asset o
0 1 0%  (lasses. Long term we look to deploy cash holdings in higher return +4.5%
generating assets, but in times of turbulence cash offers a safe haven.
Government
14% Rising interest rates in the US are likely to push yields higher and bond  _704
-2 0 prices lower.
Investment Grade The yield pick-up and slight reduction in volatility makes it a
2 9% compelling place to invest proceeds in comparison with the +7%
0 underlying government bond market.
High Yield 4%  High yield markets have rallied as economic conditions continue to be -
O robust
Emerging Market 3%  We believe that valuations are attractive and sufficient to outweigh -
O the potential volatility caused by the Fed’s rate rises.
Alternatives SAA Commentary TAA
UK real estate may struggle in the face of BREXIT. It is a sector that
UK Real Estate 1% offers both long-term opportunities, but near-term risk depending on -
O policy and investor response. However, for longer term investors, the
income generation should prove resilient.
Infrastructure Valuations remain full, with limited scope for disappointment, but -
O 3%  cash flow generation is drawing fund flows.
Private Equity The asset class most correlated to the economy, in terms of risk. PE -
0 6%  houses are expected to deliver positive returns until the economy

slows markedly or credit costs rise to curtail private market activity.

Source: Artorius Wealth

Key: The numbers reflect a quantitative description of our tactical positions relative to the strategic benchmarks. Our Stra tegic Asset
Allocation (SAA) solutions offer a blend of assets that over a medium term (5 -7 years) will, in our view, provided the optimal mix of
returns and risk at a given level of risk tolerance. Our Tactical Asset Allocation (TAA) tilt vs the Strategic Asset Allocation (SAA) reflect
our shorter -term views. Actual client portfolios will vary accordingto ma  ndate, benchmark, risk profile and the availability of individual
asset classes in different regions. The SAA and TAA positions reflect a medium risk sterling on  -shore based client portfolio. Views are
subject to change and implementation in portfolios wi |l reflect specific client requirements.
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Important information

Artorius Wealth provides this document in good faith and for information purposes only. All expressions
of opinion reflect the judgment of Artorius Wealth at this date and are subject to change. Information has
been obtained from sources considered reliable, but we do not guarantee that the foregoing report is
accurate or complete and do not accept any liability for any errors or omissions, nor for any actions taken
based on its content. Nothing in this document is intended to be, or should be construed as, regulated advice.
Reliance should not be placed on the information contained within this document when taking individual

investment or strategic decisions.

Any advisory services we provide will be subject to a formal Engagement Letter signed by both parties. Any
Investment Management services we provide will be subject to a formal Investment Management

Agreement, which will include an agreed mandate.

Past performance is not a guarantee of future performance and investors may not get back the amount

originally invested. Investing involves risk, including possible loss of principal.

Artorius Wealth Management Limited is authorised and regulated by the Financial Conduct Authority.
Artorius Wealth London Limited and Artorius Wealth Manchester Limited are appointed representatives
of Artorius Wealth Management Limited. Artorius Wealth is a trading name of Artorius Wealth

Management Limited.

Artorius Wealth Switzerland AG is a provider of wealth management services to the benefit of private
individuals. We are an active member of the Swiss Association of Asset Managers (“SAAM”) —a Swiss self-
regulating organization in matters of anti-money laundering and asset management recognized by the Swiss
Financial Market Supervisory Authority (“FINMA”). For clients of Artorius Wealth Switzerland this
document is intended for ‘Qualified Investors’ only and is not intended as an offer or solicitation for the

purchase or sale of any financial instrument.
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