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Our panel built up the cash reserves
in our simulated investment portfo-
lios in late October, ahead of the
United States presidential election,
and, like pretty much everyone, eve-
rywhere, got caught out.

The election of Mr Donald Trump
came as a surprise to most, as did
the huge market rebound.

In the 13th part of the series intro-
duced by The Sunday Times in Janu-
ary, we look at the lessons learnt
during the course of the year and
the November performance of the
portfolios.

The investors are 26-year-old
communications manager Shona
Chee, entrepreneur Getty Goh, 38,
who is married with two young chil-
dren, and retiree Wang Moo Kee,
62.

The Portfolio Series does not in-
volve actual money as it is intended
only for illustration and education.

All three portfolios are limited to
instruments listed on the Singa-
pore Exchange to keep them sim-
ple, accessible and easy to monitor,
and to Singapore Savings Bonds,
which can be bought via ATMs.

While there are similarities in the
three portfolio holdings, the alloca-
tion for each profile differs, depend-
ing on the individual’s risk-return
objectives and preferences.

Each portfolio has a different
benchmark that best reflects its
mix. Mr Goh’s portfolio, for exam-
ple, is heavier on blue-chip shares,
while Mr Wang goes for bonds to re-
flect his more conservative stance.

The simulated portfolios are con-
structed by CFA Society Singapore
(CFAS) for an ideal investment hori-
zon of five to 10 years. We will track
them until the middle of next year.

PORTFOLIO PERFORMANCE
Ms Chee’s portfolio was down 0.31
per cent for the month, trailing the
benchmark (0.8 per cent) by 1.11
percentage points. Mr Goh’s portfo-
lio was up 0.67 per cent, trailing the
benchmark (2.13 per cent) by 1.46
percentage points, while Mr
Wang’s was down 0.39 per cent,
trailing the benchmark (-0.24 per
cent) by 0.15 percentage point.

The decision to hold cash and to
be overweight in gold, which
helped deliver outperformance in
October, were the main reasons for
the relative underperformance last
month as equity markets staged a
strong rally following the surpris-
ing win by Mr Trump.

The security selection within
three of the four sub asset classes
beat their respective benchmarks.
DBS benefited from the recovery in
global financials to contribute to
the outperformance in the Singa-
pore equities allocation; A-Reit fell
significantly less than the S-Reit in-
dex while the corporate bond selec-
tion outperformed as there was a
sell-off in government bonds.

The global exchange-traded fund

(ETF) underperformed the bench-
mark, mainly due to the gold over-
weight position.

PORTFOLIO ADJUSTMENTS
In the third week of October, the
panel had raised cash levels closer
to the 20 per cent target.

There were no adjustments made
to the portfolios in November.

The CFAS panel said: “We intend
to deploy the cash holdings in the
upcoming weeks to reduce the cash
drag. These changes will be commu-
nicated in due course.”

CFAS PANEL’S ADVICE
TO RETAIL INVESTORS
The panel advises investors to be
wary of continued volatility as we
near the end of the year. Hedging of
forex risk and smart cherry-picking
of assets that are attractively val-
ued after the sell-off remain key to
decision-making and asset alloca-
tion.

“If the Fed adopts a more cautious
tone, this would be good news for
bond markets. Global equities may
remain volatile but there should be

buying opportunities for investors
seeking good value, starting with
high-quality/blue-chip accumula-
tion. In any case, a correction or pull-
back has been long overdue for sev-
eral markets with extended valua-
tions,” said the CFAS panel.

It added that given the recent
sell-off, there are still attractive op-
portunities for those seeking yield
within the emerging-markets
space but pick wisely where macro
fundamentals are stronger and ex-
ternal positions are solid.
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• The sixth seminar in the Save & In-
vest Portfolio Series will be held on
Jan 21 from 9.30am to 3pm at the
NTUC Auditorium. To register, visit
www.sgx.com/academy.

Trump supporters at a rally in Baton Rouge, Louisiana, on Friday. The decision to hold cash and to be overweight in
gold, which helped deliver outperformance in October, were the main reasons for the relative underperformance last
month as equity markets staged a strong rally following the surprising win by Mr Trump. PHOTO: REUTERS
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Portfolio performance
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• Portfolio start date was Jan 18, 2016.
• Portfolio performance as at Nov 30, 2016.
• As the Portfolio Series is intended for illustrative and educational purposes only, it will not involve actual money,

investments or solicitation of funds for actual fund management by CFAS or the advisory panel.
• You are advised to seek independent �nancial or other professional advice for your own investments.
• CFAS and the advisory panel may provide information and recommendations on investments which they have an interest in.
• All views or recommendations made by the advisory panel are to be attributed to CFAS.
• Figures may not add up to 100% due to rounding off.
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The CFAS panel of experts says it
has been “a difficult year”, given
that one of the objectives is to
maintain purchasing power in
Singdollar terms.

“The year has been marked
by unexpected events globally,
like Brexit and the Trump victo-
ry. Domestically, the SGD-USD
has been somewhat volatile as
Singapore’s growth continues
to be sluggish,” said Mr
Praveen Jagwani, CFAS expert
and chief executive of UTI Inter-
national.

Here are the main lessons from
the Portfolio Series this year:

1
DIVERSIFY ACROSS ASSET
CLASSES, GEOGRAPHIES
AND CURRENCIES
The sheer amount of global mon-
ey chasing yield and opportunity
makes it challenging to observe
trends and correlations.

So making tactical allocations
to mispriced assets was difficult
and the panel followed a core
strategic model of optimal diver-
sification.

“We saw that in different
months, different asset classes
outperformed their benchmark.
Thus in no month did all asset
classes underperform,” said the
CFAS panel.

2
DON'T CHASE MOMENTUM
Short-term news flow can cause
some securities to rally or crash
suddenly and attempting to
catch the bottom or the top is vir-
tually impossible for pragmatic
investors.

Mr Jagwani said: “The DBS
stock has been a classic example
of going from a negative outlier
to a super performer with chang-
es in market sentiment. Thus, it
is best to stay invested in well-re-
searched,high-conviction stocks.”

3
BE CAUTIOUS DURING
EXTREME EVENTS
The panel had thought that the
risk of markets selling off was sig-
nificant in the wake of the
Trump victory. Thus it was driv-
en by caution to raise some cash
in all portfolios to minimise risk.

Raising cash signals two things:
keeping the powder dry to quick-
ly take advantage of opportuni-
ties after the US election, and a de-
fensive positioning of the portfo-
lio in view of asset volatility. How-
ever, despite the pre-election nar-
rative, the markets rebounded
quickly after the election and sur-
prised the CFAS panel.

“In hindsight, the panel should
have gotten back to the market
much faster,” said the panel.

4
MODERATE RETURN
EXPECTATIONS
Investors have been in a
low-growth, low-interest rate en-
vironment globally since the fi-
nancial crisis of 2008.

In such a scenario, it would be
wise for investors to realise that
the expected returns to be
achieved with reasonable risk
would be lower than before.

Thus a change in mindset
would be beneficial and induce
less anxiety about investing.
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The Save & Invest Portfolio Series
features the simulated portfolios
of a young working adult, a mar-
ried couple with two young chil-
dren and a retiree over a 12-month

period. It guides retail investors in
basic investment techniques and
on how to build a portfolio in line
with their financial goals and risk
tolerance.

This initiative involves the Singa-
pore Exchange (SGX) collaborat-
ing with CFA Society Singapore
(CFAS) and MoneySense, the na-

tional financial education pro-
gramme.

The CFAS panellists tracking
the simulated portfolios are Mr
Phoon Chiong Tuck, head of fixed
income at Lion Global Investors;
Mr Jack Wang, partner at Lexico
Capital; Mr Praveen Jagwani, chief
executive of UTI International, Sin-

gapore; and Mr Simon Ng, CEO of
CCB International (Singapore).

• Due to requests from readers, you
can now access past articles in the
series, as well as monthly portfolio
reports, by clicking on the Save &
Invest Portfolio Series banner at
www.sgx.com/academy
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STARS TAKE TURNS TO SHINE

We saw that in different
months, different asset classes
outperformed their benchmark.
Thus in no month did all asset
classes underperform.

’’CFAS PANEL

LESSONS
LEARNT

Hedging of forex risk and
smart cherry-picking of
assets that are attractively
valuedafter the sell-off
remain keyto decision-
making and asset
allocation.
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