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Leaders of North and South Korea met in April, agreeing to 
seek de-nuclearisation of the Peninsula and a peace treaty 
to end this century's longest war between two states.



There's a lot happening in the world, and 
equity markets are liking it.  We've 
recently seen the US preparing talks 
with North Korea, softening its approach 
to a trade war with China, the Fed 
expressing its positive  view on growth  
(and relaxed view on inf lation) and 
strong US corporate earnings reports.  
Countering this is increasing  US/ Iran 
tensions as well as ongoing uncertainty 
on the shape of Brexit.

Share performance:  With this backdrop, 
equities globally have risen through 
April.   Below we show  returns for the 
month, year to date and over one year 
for a range of regions. In summary - 
strong April, f lat year to date and strong 
one year numbers (data from FTSE). Note 
that these are local returns and take no 
account of currency.  Emerging markets 
for instance had a negative return in 
April due to their weakening currencies:

Bonds and commodities:  Government 
bonds have been soft - over April, the 
year to date and last 12 months (US and 
German government bonds down over 
each period).  Commodities by contrast 
are having a good run, with energy 
prices in particular up strongly. 

Where to for IT stocks?  The IT sector 
includes US companies like Apple, 
Alphabet (Google), IBM and Microsoft. 
The sector has underperformed lately as 
IT companies face headwinds that could 
hurt earnings. Firstly, regulation will be 
tightened globally, especially 
concerning the collection, use and 
storage of customer data. Secondly, 
given the global nature of IT f irms more 
protectionism will restrict growth. 
Despite these concerns Capital 
Economics don?t see IT companies as any 
higher risk than the rest of the market. 
Their valuations are higher than the 
market average but are not at stretched 
levels (a key dif ference between now 
and the dot com bubble). 

What's up with the commodity fund?  If  
you're invested in our commodity fund 
you know returns have been 
"challenging".  It 's not our investment 
strategy at fault - which has 
outperformed the commodity market by 
over 7%  p.a. for the last 5 years.  The 
problem has been that commodity 
prices have generally drif ted or fallen.  
But that has all changed recently with a 
one year return over 20% .  Great news! 

It's all about energy:  Oil remains the 
largest constituent of our commodity 
fund. Stockpiles have run down yet new 
supply hasn't f looded the market.   
Venezuela is in turmoil and Iran faces 
renewed US trade sanctions.  Tight 
supply and continued growth in demand 
has been very positive for energy 
markets and in particular oil prices.  We 
are optimistic that alternative energy 
sources will over time replace fossil 
fuels - but this is a long term (not short 
term) transition.  For the moment oil 
remains essential for the global 
economy to function.

 "Let  us move f rom the era of  conf rontat ion to the era of  negot iat ion."
Richard Nixon, US president (1969-1974)
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All money invested is having an impact somewhere, the question is, is it having a 
positive or a negative impact? Are your investments aligned with your values or are 
your investments working against them? 
Impact investing is a new form of investment coming from the belief that doing good 
and investing don?t have to be mutually exclusive. Click here to read the full story

Impact Investing 101

http://www.path.co.nz
https://www.linkedin.com/company/pathfinder-asset-management-limited/
mailto:info@path.co.nz
https://www.facebook.com/PathfinderAsset/
https://docs.wixstatic.com/ugd/c84b31_eb798e6af75946d584be7e75c289af7b.pdf
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FUND COMMENTARY
Lots of geo-polit ical turbulence in April with airstrikes 
in Syria, rising tensions between the US/ Israel and 
Iran, but counterbalanced by a potential 
rapprochement between North and South Korea.  Subsequent to the 
April month end the USA withdrawal from the Iran Nuclear agreement 
may have a signif icant effect on corporates.  With Europe trying to 
stay engaged with Iran, there may be further trade tension as the US 
attempts to sanction some industries or countries.  

While the growth, valuation and earnings outlook remains positive we 
are concerned that there is plenty of risk out there - both from a 
recognition that the current benign equity environment cannot 
improve much further and may only deteriorate, and also from an 
increasingly bellicose US international relations outlook.  In response 
we are positioned conservatively so if  we do see downside risk, our 
fund should outperform the wider market in that scenario.

Performance
1 month

1.5%

Performance
5 years p.a.

10.5%

$10,000 invested at 
inception is now worth

$18,755

GLOBAL WATER FUND 
The Global Water Fund is designed to provide socially responsible 
investment in  the water industry.  This includes listed water utility, 
industrial,  tech and materials companies.  Currency hedging is 
used to reduce foreign currency exposure. 

Performance
1 month

1.7%

Performance
since inception

3.1%

$10,000 invested at 
inception is now worth

$10,309

GLOBAL RESPONSIBILITY FUND 
The socially responsible Global Responsibility Fund is designed to 
provide diversified equity exposure to developed markets. There are 
3 tiers to the  responsible investment process: (1) exclusion of 
corporate activities like tobacco and gambling (2) elimination of 
high controversy companies and (3) investment focus on high 
environmental, social and governance ratings. Currency hedging is 
used to reduce foreign currency exposure. 

PORTFOLIO UPDATES
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FUND COMMENTARY
Utilit ies (making up around 35%  of our portfolio) 
performed well in April.  Despite rising interest rates 
(with the US 10 year treasury yield now around 3.1% ) 
and the Fed signalling 2 to 3 more rate hikes in 2018, interest stocks 
are not being badly affected this.  The current environment is one of 
rising interest rate but coupled with well behaved inf lation, good 
corporate earnings and a solid GDP outlook. In this environment, 
rising rates are not necessarily too negative for traditionally interest 
rate sensitive stocks.  What would concern a sector l ike util it ies is 
unexpected rate rises caused by inf lation, especially if  this occurs in 
an environment of slowing growth.

The balance of our portfolio is mostly in industrial companies which 
are generally performing well on the back of low unemployment and 
good growth in most major economies.



PORTFOLIO UPDATES
The Global Property Fund is designed to provide socially 
responsible investment  in  global listed property stocks.  It has a 
significant allocation to NZ listed property, recognising the 
preference of NZ investors to overweight the local market.  
Currency hedging is used to reduce foreign currency exposure. 

FUND COMMENTARY
Global property is performing well in the current macro-economic 
environment for similar reasons tot the util ity stocks in our Water 
Fund.  Real Estate Investment Trusts (or REITS) have a signif icant 
advantage over other equities in that their income (rentals) is 
typically l inked to inf lation.  Should inf lation rise more rapidly, the 
real value of REIT assets (buildings) will be protected due to the 
reviews linked to inf lation.  As well, strong GDP growth, particularly in 
the US, is creating strong demand for traditional property assets like 
warehouses, off ices, residential and non-traditional REIT assets like 
server farms, cell towers and self  storage facilit ies.  The outlook for 
traditional retail is not so strong as internet shopping takes a bigger 
slice of sales revenue, but this is really just a redistribution of 
demand from traditional shopping malls to specialty strip smalls (l ike 
the Simon Property Group) Premium Outlet Malls and internet sales 
related warehouses.

GLOBAL PROPERTY FUND 

Performance
1 month

2.3%

Performance
2 years p.a.

2.8%

$10,000 invested at 
inception is now worth

$10,818

Performance
1 month

2.8%

Performance
5 years p.a.

9.8%

$10,000 invested at 
inception is now worth

$17,632

WORLD EQUITY FUND 
The World Equity Fund is designed to provide diversified socially 
responsible exposure to global equities (across both developed and 
emerging markets). The fund invests in ETFs to access global equity 
sectors and regions, and uses currency hedging to reduce foreign 
currency exposure. 

FUND COMMENTARY
Volatil ity subsided signif icantly in April after the trials of Q1 2018.  
While the earnings outlook is stil l very strong, particularly in the US but 
also right around the globe, there is a strong sense that 2018 will be 
"Peak Earnings", and beyond this year we will see declines in the year 
on year growth in corporate earnings.

April saw relative outperformance from markets outside the US with 
good performances from Europe and Japan versus the US.  Valuation 
dif ferences between these major markets are stil l very stark with the 
rest of the world trading at a signif icant discount to the US.  Emerging 
markets are performing very poorly as rising interest rates in the US are 
attracting funds out of EM economies.  Major emerging market indexes 
were down between 4 and 9%  for the month of April.  A global 
benchmark would typically have 15%  EM exposure, at end of April we 
had 8% , and currently have 4% . 
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PORTFOLIO UPDATES
The Commodity Plus Fund is designed to provide  exposure to global 
commodity markets.  The investment process targets the "mean 
reverting" nature of commodities and can also allocate to cash  for 
downside protection.  The fund will not invest in thermal coal, uranium 
or the shares of commodity producers. Currency exposures are fully 
hedged. 

COMMODITY PLUS FUND 

Performance
1 month

5.0%

Performance
5 years p.a.

1.5%

$10,000 invested at 
inception is now worth

$10,399

As at 30 April 2018 1 Month 3 Month 6 Month 1 Year 2 Years 
(p.a.)

3 Years 
(p.a.)

5 Years 
(p.a.)

7 Years 
(p.a.)

Volatil ity

Global  Responsibi l i ty Fund 1.7% -3.8% -1.0% 8.2%

Morningstar Developed Markets 
Index NR (50%  Hedged) 2.7% -2.2% 1.6% 8.4%

Global  Water Fund 1.5% -1.5% -3.6% 3.0% 6.9% 6.2% 10.5% 8.0% 9.0%

PIO Global  Water ETF                        
(50%  Hedged) -0.5% -3.0% -1.3% 7.0% 9.6% 4.7% 10.4% 6.6% 10.9%

Global  Property Fund 2.3% -1.1% -1.0% 2.3% 2.8% 9.1%

Morningstar Real  Estate Index TR 
(75%  Hedged) 1.6% -1.1% -3.8% -2.1% 3.4% 11.7%

World Equity Fund 2.8% -2.1% 0.7% 7.8% 10.7% 6.3% 9.8% 9.5%

Morningstar Global  Markets Index NR 
(50%  Hedged) 2.2% -2.9% 2.2% 13.0% 15.0% 9.7% 12.1% 8.3%

Commodity Plus Fund 5.0% 5.7% 16.9% 20.3% 4.7% 3.3% 1.5% -2.8% 6.8%

Bloomberg Commodity Index TR 
(100%  Hedged) 2.7% 0.3% 4.8% 8.6% 4.2% -2.9% -5.7% -7.6% 11.9%

FUND PERFORMANCE 
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Disclaimer:  Pathf inder is a fund manager and does not give f inancial advice. Before making any decision to invest you should (a) consult your f inancial adviser and (b) read the Product Disclosure Statement. This report is for 
information purposes only. Opinions constitute Pathf inder?s judgment at the time of writ ing and are subject to change. All returns calculated after fees before tax. 
Disclosure of interest: All of our staff  invest in Pathf inder?s funds on the same terms as you.  

The Global Water Fund and Global Responsibil ity Fund have been designated a Certif ied Responsible Investment by the RIAA (Responsible Investment Association Australasia). See www.responsibleinvestment.org for more details

*The Certif ication Symbol signif ies that a product or service offers an investment style that takes into account environmental, social, governance or ethical considerations. The Symbol also signif ies that the Pathf inder Global Water 
and Global Responsibil ity Fund Fund adheres to the strict operational and disclosure practices required under the Responsible Investment Certif ication Program for the category of Product Provider. The Certif ication Symbol is a 
Registered Trade Mark of the Responsible Investment Association Australasia (RIAA). Detailed information about RIAA, the Symbol and the Pathf inder Global Water Fund?s and the Pathf inder Global Responsibil ity Fund's methodology, 
performance and stock holdings can be found at www.responsiblereturns.com.au, together with details about other responsible investment products certif ied by RIAA.

1. The Responsible Investment Certif ication Program does not constitute f inancial product advice. Neither the Certif ication Symbol nor RIAA recommends to any person that any f inancial product is a suitable investment or that 
returns are guaranteed. Appropriate professional advice should be sought prior to making an investment decision. RIAA does not hold an Australian Financial Services Licence.

FUND COMMENTARY
Another solid month for commodities and a strong one for the Fund. 
Momentum is gaining in what appears to be a young vibrant bull market 
when compared to the decade-old equity run-up. After a nice f irst 
quarter (+5.2% ) the fund returned an additional 5%  during April. 
Energy remains a big part of our portfolio and has been the main 
contributor to returns. WTI oil is now well into "backwardation", this 
means forward contracts are cheaper than current spot contracts. The 
result for the fund is a positive yield for remaining invested in WTI oil. 
When we annualise this yield it is a net 3%  benefit for the fund. 

Looking ahead, risks in the energy sector stepped up with President 
Trump pulling the US out of the Iran nuclear deal. Iran is the third largest 
producer in OPEC and sanctions imposed by the US could restrict supply 
to the market. In an already tight market this risk is l ikely to the upside, 
however, any instability in the Middle East could destablise oil markets. 

http://www.responsibleinvestment.org
http://www.responsiblereturns.com.au

