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Where’s the balance in a balanced fund
Tamryn Lamb, BCI Conference 



2

Our challenge

Return Risk

31 Mar 2018| Illustrative



Backward-looking measures do not always predict the future 
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31 Dec 2017 | Source: Datastream, HM Land Registry. Annualised quarterly volatility shown. 

UK House Prices
Trailing 5-year
Volatility: 2.7% pa
Return: 9.7% pa

19% loss from peak
Trailing 5y vol: 7.0% pa
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Equity valuations are high
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31 Mar 2018 | Source: Robert Shiller -Stock Market Data Used in "Irrational Exuberance" Princeton University Press, 2000, 2005, 2015, updated

44% decline

85% decline
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Annualised monthly volatility since 1990

How the 60:40 model has worked since 1990

31 Mar 2018 | Source: JPMorgan, MSCI, Datastream, Orbis. *The 60/40 Index is a composite index consisting of the MSCI World Index, net of withholding tax (60%) and the JPM Global Govt Bond Index (40%). MSCI
World Index, net of withholding tax used for global equities. JPM Global Govt Bond Index used for bonds.

Global bonds 

Global equities

Diversification
benefit

40% bonds
60% stocks

Compressed
scale



Bonds today offer lower potential returns with more risk

31 Mar 2018 | Source: Bloomberg.
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Longer duration =
More risk

Lower yield = 
Lower potential return
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Bonds have counterbalanced stocks in recent years, but not always

31 Mar 2018 | Source: Robert Shiller, Orbis. Price changes for bonds estimated based on changes in yields. Dates shown: 1900 to Mar 2018.

3-year rolling correlation of price changes in 10-year US Treasury Bonds and the S&P 500
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So what?
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• Avoiding the big mistakes is crucial for long-term investors

• The past 30 years have been extraordinary for the 60/40 formula

• Today’s environment calls for a different strategy



Balancing risk and return: the importance of multiple levers

31 Mar 2018 | Source: Orbis, The positions shown above are illustrative only
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Orbis Global Balanced Fund at 31 March 2018

10

Selected
stocks

Difference from stockmarket return
+

Stockmarket return

Difference from stockmarket return

Difference from bond market return
+

Bond market return 
Selected

corporate bonds

What does the fund hold? What drives the returns?

Stockmarket
hedging

31 Mar 2018 | Source: Orbis, Totals may not sum to 100 due to rounding.

Commodity-related securities



Performance since 1 Jan 2013: different levels of risk and return

30 Apr 2018 | Source: Orbis. Past performance is not a reliable indicator of future results. Orbis Fund share prices fluctuate and are not guaranteed. Returns may decrease or increase as a result of currency fluctuations. When
making an investment in the Funds, an investor’s capital is at risk. Please refer to the notices page explaining how returns are calculated. *The 60/40 Index is a composite index consisting of the MSCI World Index with net dividends
reinvested (60%) and the JP Morgan Global Government Bond Index (40%).

US$ Bank Deposits JPM Global Govt Bond Index

60/40 Index*

FTSE World Index

Orbis Optimal SA - US$

Orbis Global Balanced

Orbis Global Equity 
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Questions?



Notices

For more information regarding the Orbis Funds please contact us:

Orbis Investment Management Limited
Orbis House
25 Front Street
Hamilton HM 11
Bermuda

Telephone: +1 (441) 296 3000
Facsimile: +1 (441) 296 3001
E-mail: clientservice@orbis.com
Website: www.orbis.com

Legal Notices
Orbis Investment Management Limited and Orbis Investment Management (B.V.I.) Limited are licensed to
conduct investment business by the Bermuda Monetary Authority. These materials do not constitute an offer or
solicitation to invest in the Orbis Funds. Persons who are not permitted to receive this communication should
not rely on it. This presentation provides general information only and not financial product or investment advice.
While we have endeavoured to ensure the accuracy of the information herein such information is not
guaranteed as to accuracy or completeness. At any time, members of the Orbis Group may have long or short
positions in, and may be buying or selling, the investments, if any, referred to in this presentation. This document
has been prepared solely for the information of the party to whom it has been delivered and may not be
reproduced or used for any other purpose. All rights reserved. Except as otherwise specifically stated, all
information and investment team commentary, including portfolio security positions, is as at the date stated in
the top right corner of each page. The views expressed are subject to change without notice. This presentation
contains some forward-looking statements providing current expectations or forecasts of future events; they do
not necessarily relate to historical or current facts. There can be no guarantee that any forward statement will be
realized. We undertake no obligation to publicly update forward-looking statements, whether as a result of new
information, future events, or otherwise. Any discussions of specific securities should not be considered a
recommendation to buy or sell those securities. A Fund may buy, sell, or hold any security discussed herein, on
the basis of factors described herein or the basis of other factors or other considerations. Fund holdings will
change.
Returns
Net returns for Orbis Funds are calculated gross of all income, net of fees and expenses, and assume 
reinvestment of dividends. Gross returns are calculated gross of all income, net of all expenses, and assume 
reinvestment of dividends. Returns in currencies other than the Fund’s base currency have been calculated 
using exchange rates used to value the Orbis Funds.
RRF Share Class Returns
Orbis Zero Base Refundable Reserve Fee (RRF) returns are based on a hypothetical Member in the Zero 
Base RRF structure since the inception of each identified Orbis Fund, and assume a US$100 million 
investment at inception with no subsequent transactions in the Fund. Orbis Core RRF class returns are based 
on a hypothetical Member in the Orbis Core RRF structure since the inception of each identified Orbis Fund, 
and assume a US$20 million investment at inception with no subsequent transactions in the Fund. The returns 
of an actual Member may vary depending on the timing and value of a Member’s subscriptions and 
redemptions.
Strategy Data
Strategy gross returns are asset-weighted actual gross returns of all the Funds following the same investment 
objective. Strategy net returns are based on the specified fee structure applied to the Strategy gross returns and 
do not represent actual net returns experienced by investors in the relevant Funds. 

Certain sections of this presentation may refer to a representative account for a Strategy. With respect to each
Strategy, the representative account is considered to illustrate the characteristics of the overall Strategy and
consists of data relating to one or more constituent Funds that employ that Strategy. Additional information
about the representative accounts is available upon request.
Country and Currency Classifications
The country and currency classification for equity securities follows that of third party benchmark
providers for comparability purposes. Based on a number of factors including the location of the
underlying business, Orbis may consider a security’s classification to be different and manage the Funds’
exposures accordingly.
Sources (whenrelevant)
FTSE: FTSE World Index data source is FTSE International Limited ("FTSE”) © FTSE 2018. FTSE is a trade
mark of the London Stock Exchange Group companies and is used by FTSE under licence. All rights in the
FTSE indices and/ or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor its licensors accept any
liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data. No further
distribution of FTSE data is permitted without FTSE's express written consent. MSCI: The MSCI information
may only be used for your internal use, may not be reproduced or redisseminated in any form and may not be
used as a basis for or a component of any financial instruments or products or indices. None of the MSCI
information is intended to constitute investment advice or a recommendation to make (or refrain from making)
any kind of investment decision and may not be relied on as such. Historical data and analysis should not be
taken as an indication or guarantee of any future performance analysis, forecast or prediction. The MSCI
information is provided on an “as is” basis and the user of this information assumes the entire risk of any use
made of this information. MSCI, each of its affiliates and each other person involved in or related to compiling,
computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly disclaims all warranties
(including, without limitation, any warranties of originality, accuracy, completeness, timeliness, non-infringement,
merchantability and fitness for a particular purpose) with respect to this information. Without limiting any of the
foregoing, in no event shall any MSCI Party have any liability for any direct, indirect, special, incidental, punitive,
consequential (including, without limitation, lost profits) or any other damages. (www.msci.com). Tokyo Stock
Price Index (“TOPIX”): Tokyo Stock Exchange. TOPIX hedged into US$ and euro are calculated by Orbis using
an industry-standard methodology using the TOPIX which is in yen and is proprietary to the Tokyo Stock
Exchange. No further distribution of the TOPIX data is permitted. Morningstar: © 2018 Morningstar, Inc. All
rights reserved. The Morningstar information contained herein: (1) is proprietary to Morningstar and/or its
content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or
timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any
use of this information. Hedge Fund Research Equity Market Neutral Index: Bloomberg. Past performance is
no guarantee of future results.

Mailing address:
P.O. Box HM571
Hamilton HMCX
Bermuda 

mailto:clientservice@orbis.com
http://www.orbis.com/
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