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Nature of this document
This offer is not a prospectus, product disclosure statement or other disclosure document required under the Corporations Act. This offer is not required to, and may not 
contain the same level of detail which would be required in a product disclosure statement or a prospectus. The information in this document does not represent or 
suggest finalised investments of the Fund.

Investment risk warnings
Investments in the Fund are not deposits with or liabilities of the Fund or Global Merces, and are subject to investment and other risks, including possible loss of income 
and capital invested. Neither the Fund, nor Global Merces, their respective directors, employees, agents, officers or advisers (“Specified Persons”) makes any promise 
or representation, or gives any guarantee as to the performance or success of the Fund, the repayment of capital or any particular rate of income or capital return for the 
Fund. Past performance is no indication of future performance.

This document is for general information only. It is not intended to be a recommendation by Global Merces or any other Specified Person to make an investment in the 
Fund nor does it constitute a basis for any investment decision to do so. This offer does not take into account your individual objectives, financial situation or needs or 
those of any particular investor. Investment in the Fund is subject to general investment risk, including possible delays in repayment and loss of income or capital 
invested and is only suitable for experienced investors with an awareness of the associated risks. You should carefully read the Information Memorandum in its entirety. 
The document is not to be considered as investment, legal or tax advice. Before making an investment decision in relation to the Fund, you should consider your own 
personal circumstances and consult your financial, legal, tax or other professional adviser about an investment in the Fund.

Forward looking statements
This offer may contain forward looking statements and prospective financial information relating to future matters. Such forward looking statements and prospective 
financial information is predictive in character and may be affected by known and unknown risks, uncertainties and other important factors that could cause the actual 
results, performance or achievements of the Fund to be materially different from those expressed or implied by such statements.

Disclaimers
The information in this document is up to date at the time of preparation. Global Merces may amend or withdraw this document at any time and may issue a new or 
amended document from time to time.

Global Merces Funds Management Ltd (ABN 26 168 869 163) AFSL 460883

IMPORTANT INFORMATION
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GLOBAL MERCES FUNDS MANAGEMENT

Designs, develops and manages 
for sophisticated and retail 
investors

Passionate in making products 
that makes sense in the 21st

century and launching them as 
pioneering products. Offices located in Sydney, Brisbane & Melbourne

Australia's innovative fund and 
alternative asset manager focusing 
on Private Equity, Currency, Media 
and diversified alternative multi-
management.

Responsible Entity oversight on 
property, international private 
equity, Asia-focused funds and 
currency.
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INVESTMENT COMMITTEE

Holly Grofski 
Holly Grofski leads the success and growth of the funds management, 
strongholds of GMFM. Holly’s focus is building a team of specialists to 
catapult the Global Merces suite of modern investment products into the 
powerhouse of expertise, commercial capability, customer focus and 
innovation they have become known for. Holly has a Diploma of Financial 
Planning, Specialist Foreign Exchange, Securities, Derivatives and 
Superannuation.

Ben Kilmartin
Since 1997, Ben Kilmartin has been managing global portfolios for and 
advised many of the largest institutional investors around the globe including 
$100 billion when he was Global Head of Currency clients at a high-profile 
asset management firm. Ben holds a MENG with first class honours from the 
University of Oxford, an MBA from the University of London and is a CFA 
Charterholder.
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Mark O. Witten - Chief Investment Officer
Mark has 17 years experience in the traditional and alternative asset management 
industries working for  a variety of institutions including RMB, Goldman Sachs and 
peregrine capital. He established Kaizen Asset Management in 2010 and built it into a 
$250M multi-strategy hedge fund and was the top performing fund in SA on a 1 and 3 
year view achieving 38% compounded return's net of fees. Mark holds a BComm
Honours cum laude from the WITS University, an MBA from UCT GSB and is a 
registered CFP and also a CFA Charterholder
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OUR VALUES

Innovation. We have created an online software 
application that helps you get into the 
investments you want, easier, faster and 
compliantly. This innovation streak is found in 
our investment design, our management style 
and our company culture.

Performance. Investment performance is our 
goal. Delivering growth on your money, while 
protecting the downside, is the benchmark we 
set ourselves each year.
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Our culture across the company has been nurtured since day 
one. Everything that we do, we prioritise our people – whether 
they are our investors, clients, shareholders or staff.

Our purpose is to impact society, 
industry and culture through the 
intentional movement of capital.
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COMPLEX   ADAPTIVE   SYSTEM
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INVESTMENT PROCESS



8MACRO/TOP DOWN ANALYSIS

Global Macro Factors for Consideration

1. GDP growth expectations globally

2. Inflation expectations

3. Commodity prices relative to their long term marginal cost of production. 

4. Interest Rates expectations

5. Global Bond yields

6. Fiscal Policy – Accommodative or Restrictive?

7. Emerging Markets and China. 

8. Market Valuations

9. Geopolitical Risks and Black Swans
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THEMATIC VIEWS

We have identified  investment  themes that are shaping the world and will grow in 
importance in the coming decades:

Investment Process our THEMES
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FACTOR MODELS
DIRECT FUNDAMENTAL RESEARCH

Value: Forward HEPS and DPS growth expectations (PEG) and 
relative PE valuation, PEG, P/B, P/S

Quality: Earnings momentum, stability of Operating Margin, 
Asset Turnover, EV/EBITDA, ROA, ROIC, FCF generation

Rank the opportunities as described above from the factor-model output 
based on company fundamental valuation and quality factors.

Out put of list of stocks

• Optimization through fundamental multi-factor models
• Unique firm characteristics persistently produced economic returns over time
• Quantitative factors modeled across firm traits and risk

– Momentum
– Volatility
– Balance Sheet 
– Management Strength
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BOTTOM UP FUNDAMENTAL PROCESS

L/S CHECKLISTS

CASH FLOW & DIVIDENDS

RATINGS

MANAGEMENT

QUANTITATIVE

QUALITATIVE

Completed to summarise

Cash generative or consuming?

Payout history and progressive policy

Historical rating ‘through the cycle’

Culture, delivery and execution/rating

Build an earnings based forecasts model

PICKS &
PUTS

FUNDAMENTAL  ANALYSIS
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TRADE EXECUTION PROCESS AND CHECKLIST

1 Potential trade / value unlock catalysts

1 Current shareholders analysis

1 Balance Sheet Risks

1 Income Statement Re-engineering

1 How is Management Incentivized? 

1 Technical analysis

1 Level of Confidence / Risk Management 

1 Execution

1 Review of Trade 
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PORTFOLIO
CONSTRUCTION

PORTFOLIO
CONSTRUCTION

Asset allocation

Risk Budgeting

Defensive vs 
Cyclicals

ZAR Hedge vs
ZAR Plays

Portfolio Beta
And Position Sizing



14

RISK MANAGEMENT
PHILOSOPHY

Risk Management

Investment Data

Risk Management
Portfolio
Management

Portfolio
Construction

Risk Management

Macro
Analysis

Risk Management

Factor
Models

ALPHA
GENERATION

Risk Management

Fundamental
Research
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RISK MANAGEMENT

• We utilise a multi-asset risk tool. It offers historical simulation-
based VaR (Value at Risk) estimates at custom timeframes and 
confidence intervals with detailed  segment- and stock-level 
breakdown. 

• The estimated dispersion of ex-ante returns is also shown visually, 
giving instant overview of distribution, including fat tails.

• In addition to VaR, the engine calculates Expected Shortfall (CVaR), 
Expected Upside and Diversification Grade for all portfolio sectors 
and constituents.

PORTFOLIO 
RISK

- Beta
- Gross Exposure

SECTOR 
RISK

- Ratings through the cycle
- Portfolio tilt

POSITION / 
PIN RISK

- Position sizing
- Cointegration
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INVESTMENT
OUTLOOK  H2 
2018 
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MACRO/TOP DOWN ANALYSIS

Global Macro Outlook 2018
1. GDP:  Synchronized global growth acceleration…barring a trade war!  Global growth to 

remain above 2% for foreseeable future, but less synchronized that at start of 2018.  
2. Inflation: Ticking up… slowly, but could start to rise faster as employment hits a new high. 
3. Commodities: Oil and commodity prices will stay in a trading range after healthy gains in 

2016, but the long run outlook for industrial commodities is still bearish. 
4. Interest Rates: Low interest rates failed to trigger a vigorous rebound in private credit 

growth 
5. Bond yields: These may fall in the near run after their recent sharp rise, but the cyclical 

trend is up against a backdrop of monetary tightening, fiscal stimulus and rising inflation. 
6. Fiscal Policy: Time-lags in implementing policy mean that the fiscal plans of president-

elect Trump will boost U.S. growth in 2018 more than 2017. 
7. Emerging Markets and China:Remains an unbalanced and fragile economy but the 

authorities have enough policy flexibility to avoid a hard landing, at least over the year or 
two. 

8. Market Valuations: Global equity markets are modestly overvalued but the conditions are 
ripe for an overshoot in 2018

9. Geopolitical Risks: The biggest global risks relate to US-China relations, especially given 
president-elect Trump’s inclination to engage in China/EM-bashing. 
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GDP EXPECTATIONS
Synchronized global growth acceleration, but the Eurozone and EM’s are still in the midst of a deleveraging cycle and demographics 
remain a headwind for Japan. Not many countries will follow the U.S. example of fiscal stimulus. Nevertheless, for the first time since 
the recovery began, global growth forecasts are likely to avoid a downgrade over the next few years.

ACTUAL
2017 2018 2019 2018 2019 2018 2019

ANNUAL % GROWTH IN REAL 
GDP
ADVANCED ECONOMIES 1,9% 1,5% 1,5% 2,0% 1,9% 1,6% 1,7%
U.S. 2,3% 1,7% 1,7% 2,7% 2,5% 2,4% 2,6%
JAPAN 1,8% 1,1% 1,1% 1,2% 0,9% 1,0% 1,2%
AUSTRALIA 2,4% 1,8% 1,8% 3,0% 3,3% 1,8% 2,1%
EUROPE 1,8% 1,5% 1,5% 1,9% 1,7% 1,5% 1,5%
U.K 1,7% 1,2% 1,3% 1,5% 1,5% 1,5% 1,6%
GERMANY 1,7% 1,5% 1,6% 2,3% 2,0% 1,6% 1,7%
FRANCE 1,2% 1,3% 1,4% 1,9% 1,9% 1,2% 1,4%
ITALY 0,9% 0,8% 1,0% 1,4% 1,1% 0,8% 0,9%
SPAIN 3,3% 2,5% 2,1% 2,4% 2,1% 2,3% 2,0%
EMERGING ECONOMIES 3,5% 3,3% 3,8% 3,7% 3,8% 3,4% 3,7%
CHINA 6,8% 6,5% 6,2% 6,6% 6,4% 6,7% 6,6%
BRAZIL 1,1% 0,7% 2,2% 1,9% 2,1% 0,8% 1,7%
RUSSIA 1,8% 1,1% 1,5% 1,7% 1,5% 1,2% 1,5%
INDIA 6,7% 6,8% 7,5% 7,4% 7,8% 7,3% 7,8%
SOUTH AFRICA 0,9% 1,2% 1,6% 0,9% 1,0% 1,0% 1,1%
WORLD 2,7% 2,4% 2,6% 3,1% 3,6% 3,1% 3,3%
G7 INFLATION RATE 0,8% 1,8% 2,0% 1,7% 1,9% 1,9% 2,1%

GM FORECASTSIMF FORECASTSBLOOMBERG FORECASTS
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INFLATION  
EXPECTATIONS

We believe has bottomed in the 
U.S., but the upturn will be gradual 
in 2018 and it will stay subdued in 
the EU and Japan. Divergences in 
monetary policy between the USA 
and other developed economies 
will continue to build in 2018 as 
the Fed tightens and other central 
banks stay on hold. Unlike a year 
ago, the Fed’s rate expectations 
look reasonable. 
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COMMODITIES  OUTLOOK
The oil price should average around $5 a barrel over the next few years, with some risk to the upside. Although shale 
production should increase, the cutbacks in oil industry capital spending and planned production cuts by OPEC and some 
other producers will ensure that inventories will have to be drawn down in the second half of 2017. Non-oil commodity 
prices will stay in a trading range after healthy gains in 2016, but the long run outlook for industrial commodities is still
bearish. 
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INTEREST RATE  EXPECTATIONS
The failure of low interest rates to trigger a vigorous rebound in private credit growth is consistent with our end-
of-debt super-cycle thesis. The end-point for dealing with high debt levels may ultimately be sharply higher 
inflation, but only after the next downturn triggers a new deflationary scare. There is no longer any slack in the 
US employment market and the FED risks running a  ‘hot economy’.
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BOND YIELD EXPECTATIONS
These may fall in the near run after their recent sharp rise, but the cyclical trend is up against a backdrop of monetary 
tightening, fiscal stimulus and rising inflation. Yields in the Eurozone will be held down by ongoing QE, while the 10-year 
yield will stay capped at zero in Japan. The secular bull market in bonds is over although yields could retest their recent lows
in the next downturn. 
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FISCAL  POLICY
Time-lags in implementing policy mean that the fiscal plans of president Trump will boost U.S. growth in 2018 more than 2017. 
This raises the risk of an overheated economy in 2018 leading to a monetary squeeze and recession in 2019. They key issue will 
be whether the supply side of the economy expands alongside increased demand and it will be critical to monitor business capex. 
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GLOBAL PMI’S

The global economy was in a reflationary 
sweet spot where deflationary forces were in 
retreat but fears of excess inflation had yet to 
surface. Business  Activity data are surprising 
to the upside and concurrently leading 
economic indicators have turned higher as per 
the chart on the RHS of the G10 Economic 
Surprise Index, the German ZEW DM Growth 
Expectations Index, the Global Leading 
Indicators and Global Composite PMI. All are 
trending strongly upwards since H2 2016, but 
are now starting to flatten and essentially the 
channel is full. 
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POPULATION  DEMOGRAPHICS
The global population is peaking and for EM’s this means significant changes in economic development models.
Commodity super-cycles are coming to an end and technological development will become more disruptive for the "old
economy".
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DEVELOPED MARKET  VALUATIONS
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DEVELOPED MARKET  VALUATIONS
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EMERGING MARKET  VALUATIONS
EM markets and ROE’s have effectively collapsed with the downturn of the commodity cycle. The experience of the previous cycle of
underperformance suggests we could have a drawn-out bottoming process rather than a quick rebound. EM equities look cheap on the
basis of relative price-earnings ratios (PER), but the comparison is flattered by the valuations of just two sectors - materials and
financials. Valuations are less compelling if you look at relative PERs on the basis of equally-weighted sectors, including industrials
and TMT.
.
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30THEMATIC VIEWS
We have identified  investment  themes that are shaping the world and will grow in importance in the coming decades
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LONGEVITY: THE SILVER DOLLAR
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GLOBAL 60+ POPULATION: 1950-2050
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URBANISATION  BOTTOM BILLIONS
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THE 4.5BN AT THE BASE OF THE PYRAMID
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ENERGY  EFFICIENCY



36LIMITLESS CLEAN ENERGY
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ELECTRIC  VEHICLES
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EV’S TO CONTINUE GROWING AND ACCOUNT FOR 90% OF 
VEHICLE SALES BY 2050
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MEDTECH  GENOMICS
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EDUCATION TAKING CENTRE STAGE
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NEURAL MAPPING COGNITIVE TRAINING
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GLOBESITY
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WASTE 
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DISRUPTIVE TECHNOLOGY
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INTERNET OF THINGS  IoT
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ROBOTICS  AUGMENTED REVOLUTION
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SMART  CITIES

GLOBAL NUMBER OF CONNECTED DEVICES
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WHAT HAPPENS IN AN  INTERNET MINUTE?
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EXPLOSION OF  BIG DATA
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WHAT MAKES A SMART CITY?  
MULTIPLE APPLICATION CREATE BIG DATA
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PAGE 
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AUGMENTATED  REALITY
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Source: Independent Securities Research, SR
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Chairman Xi ‘s Vision

o A world without war
o A prosperous world
o Cultural exchange
o Environmentally sustainable

CHINA:  ESTABLISH LONG-TERM STRATEGIC POSITION
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Source: Independent Securities Research, SR
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HOW TO INVEST IN THEMATICS

Visit globalmerces.com.au for more information. 

Lock in your investment as limited space is available to sophisticated and HNWI.

Provide your contact details to get notified when the IM is 
ready

If you’re interested in this how to invest in the thematic space, 


