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At the time of this writing nearing the end of the year I am always a bit surprised 
by the number of very serious institutions that spend serious amounts of time 
and resources at making predictions about the future. This starts in December 
and carries on well into January and is then followed up quarterly. 

Are these resources and times well spent or are they a mere marketing tool and 
justification of one’s own existence? Does it improve portfolio performance or 
should a case be made to concentrate resources differently? 

“Well, the future that is something you can’t never tell about but the past, that 
is another story” so says the timekeeper in the movie The Hudsucker Proxy. The 
past? That does not sound very sexy. However, it does teach us about volatility, 
correlations in good and bad times, returns etc. Only not about next year’s! The-
refore, at Synergy Asset Management we concentrate our efforts on managing 
our portfolios under what we think is the only true scenario i.e. under uncertainty. 
We admit that we do not know the future, have very little or no influence over it 
and are incapable of making accurate predictions. So how do we protect your 
portfolio and increase your capital? In other words, what are the pillars of our 
investment model? 
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PILLAR NUMBER ONE

Uncertainty calls for maximum diversification in a global investment environment. We use 
up to 19 different asset classes; 5 equity classes (from large to small and value to growth), 
6 bond classes (from global government inflation bonds to high yield in various forms and 
emerging markets) and 8 alternative asset classes. We then make maximum use of largely 
uncorrelated and lowly correlated assets (to major developed equity markets) and we find 
these in equity (e.g. China), bonds (e.g. syndicated loans, short term bridge loans Asia high 
yield) and alternatives (e.g. life settlements, long shorts, precious metals). We fix the percen-
tage of each asset class on a historic efficient frontier and this will then serve as our long-
term strategic asset allocation and is very much set in stone.

We have of course observed that asset classes go up and down and sometimes unreaso-
nably so but do not disappear altogether. And asset returns seem to mostly reverse to their 
mean over time. This has helped us to develop a rebalancing policy and takes us to the 
second pillar. 

PILLAR NUMBER TWO: OUR REBALANCING POLICY

We assess the long-term standard deviation of each asset class and on the basis of 1 stan-
dard deviation determine the band within which the asset class is allowed to move. Above 
the band we sell back to the original allocation, below we buy back to the original allocation. 
And we do this religiously and regardless of CNBC pundits or other soothsayers. In other 
words, we take the emotion out of the decision process. It thus enables us to rebalance at 
significant points in time and forces us to sell high and buy low (but probably never at the 
best moment) Because these events are relatively rare it also restricts trading and therefore 
cost.    

124

Geneva Wealthtech Vol.1 / Wealth Management



PILLAR NUMBER ONE

Uncertainty calls for maximum diversification in a global investment environment. We use 
up to 19 different asset classes; 5 equity classes (from large to small and value to growth), 
6 bond classes (from global government inflation bonds to high yield in various forms and 
emerging markets) and 8 alternative asset classes. We then make maximum use of largely 
uncorrelated and lowly correlated assets (to major developed equity markets) and we find 
these in equity (e.g. China), bonds (e.g. syndicated loans, short term bridge loans Asia high 
yield) and alternatives (e.g. life settlements, long shorts, precious metals). We fix the percen-
tage of each asset class on a historic efficient frontier and this will then serve as our long-
term strategic asset allocation and is very much set in stone.

We have of course observed that asset classes go up and down and sometimes unreaso-
nably so but do not disappear altogether. And asset returns seem to mostly reverse to their 
mean over time. This has helped us to develop a rebalancing policy and takes us to the 
second pillar. 

PILLAR NUMBER TWO: OUR REBALANCING POLICY

We assess the long-term standard deviation of each asset class and on the basis of 1 stan-
dard deviation determine the band within which the asset class is allowed to move. Above 
the band we sell back to the original allocation, below we buy back to the original allocation. 
And we do this religiously and regardless of CNBC pundits or other soothsayers. In other 
words, we take the emotion out of the decision process. It thus enables us to rebalance at 
significant points in time and forces us to sell high and buy low (but probably never at the 
best moment) Because these events are relatively rare it also restricts trading and therefore 
cost.    

124

Geneva Wealthtech Vol.1 / Wealth Management

PILLAR NUMBER THREE 

All asset classes are managed by what we consider to be some of the best managers in their 
business. We monitor the performance monthly and compare it to a number of competitors 
and will change managers if so warranted. So how have been the results?  

Our Euro Balanced Portfolio has shown a capital gain of 105.8% over the last 10 years with a 
standard deviation of 8.95 and a Sharpe Ratio of 0.95. This represents a compounded annual 
return of 7.75%. This compares very favorably to the Euro Balanced portfolios of the major 
banks and asset managers here in Switzerland.

The future is now? If it is all about the accuracy of predictions of markets and human be-
havior, I think we are still far away from a conclusive predictability breakthrough. However, 
the availability of exponentially more data and quantum computing to boot may give rise to 
entirely different approaches to portfolio management but this probably lies still far in the fu-
ture. Meanwhile and until then we will keep our time-tested model although it may soon run 
all on its own and free us up for more pleasurable activities! In conclusion and for now (this 
has been attributed to Mark Twain), “prophesy is a good line of business but it is full of risks”.
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