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Fulcrum Diversified Absolute Return
How we have navigated the 6 key periods since our strategy inception in 2008
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Cumulative Gross Performance of DAR Strategy (SICAV, USD)

1. Global Financial Crisis

Through the GFC we 
delivered strong gains 
even as equities fell 

sharply.

*Normalisation - - moving away from a period of low growth, low inflation, low bond yields and significant central bank intervention.
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2. Euro Area Crisis

3. Quantitative Easing

5. Normalisation*

A.  At the height of the 
crisis our portfolio 
avoided the large losses 

experienced by equities.

B.  Positive views on 
European assets in the 
final quarter of 2011 
enabling a healthy early 
participation in the 
market recovery in 
2012.

This period of low 
volatility and 
positive trending 
markets was 
particularly strong 
for all components 
of the strategy.

This was our 
challenging 
period.

The recent period of 
higher volatility and 
lower correlation, 
together with negative 
returns from 
government bonds and 
credit, has been 
challenging for most 
investors, but positive 
for DAR.

4. China 
Devaluation

6. Covid-19

This period is 
defined by a 
rapid outbreak 
of Covid-19 
cases around 
the world and 
its negative 
economic, 
financial and 
health impacts.

Source: Fulcrum Asset Management LLP. For Illustrative Purposes Only.
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Covid-19 – Jan 2020 to Present
DAR: Q1 and how the quarter unfolded - a deeper analysis

Cumulative Performance by Strategy:  Covid-19 (Jan 2020 to Present)

Source: Bloomberg, Fulcrum Asset Management LLP. For illustrative purposes only.

Coming into 2020, we were 
positioned for a global cyclical 
recovery. However, we were 
closely tracking the spread of 
Covid-19 in Asia and around 
the world.

Reduced overall equity 
exposure, added yen 
hedges, reduced short 
duration position.

A rapid outbreak of cases in Europe and 
the middle east on the weekend of the 21st

Feb led us to re-assess our stance.

Took profits on precious metals, exposure to 
selective emerging market currencies, 
reduced short US dollar position.

1. Global cyclical recovery

2A. Risk reduction

2B. Portfolio Adaptation

Pressure that was building in short-term funding 
markets made us switch from a short to a net 
long US dollar briefly until funding pressure 
eased and take profits on haven assets.

Current positioning:
Low equity exposure (10%), moderately long duration 
(0.2y), long defensive assets and net short US dollar.

3B. Liquidity Crunch

Positioned the portfolio to have an even lower exposure 
to risk assets and switched to a positive duration bias.

3A. Negative economic and financial impacts



4*The horizontal axis represents eight quarters before and after the two starting points of 2008Q3 (red line) and 2019Q4 (blue lines). 
Sources: Fulcrum estimates derived from representative forecasts by investment banks.

• Indicative estimates suggest that forecast GDP growth for the major advanced economies may be revised down to -7.2% in the 

calendar year 2020

• Estimates suggest the US, EU and Japan experiences a two-quarter recession.

• Growth in the global economy, including the emerging markets, has also been revised down to -3.5%. 

• These results would represent the lowest global growth rates since the Global Financial Crisis in 2008/2009.

AEs: Real GDP Growth (2008Q3 and 2019Q4 at 100)* Global: Real GDP Growth (2008Q3 and 2019Q4 at 100)*

The Covid-19 pandemic has triggered a significant shock to the global economy…
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Sources: Fulcrum Asset Management LLP.
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…requiring strong policy response from policymakers
Both monetary and fiscal policy are being used as policy responses

Fulcrum Diversified Absolute Return Fund



Strong policy interventions have stabilised global equity markets

Source: Haver Analytics and Fulcrum Asset Management LLP 6Fulcrum Diversified Absolute Return Fund



7*The horizontal axis represents eight quarters before and after the two starting points of 2008Q3 (red line) and 2019Q4 (blue lines). 
Sources: Fulcrum estimates derived from representative forecasts by investment banks.

Fulcrum Nowcasts show a similar decline as consensus in the second quarter but a less robust 
recovery in the third quarter 

Fulcrum Diversified Absolute Return Fund



8Source: Federal Reserve, ECB, BOJ, Bloomberg and Fulcrum Asset Management LLP.
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The ability of monetary policy to cushion a deeper slowdown is 
more limited than in previous cycles…

…while a considerable proportion of global bonds is still 
trading at negative yields despite the recent-sell off. 

There is very little room left for further monetary policy easing, as evidenced by the proportion of 
global bonds trading at negative yields
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The outlook for the global equities critically depends on getting the pandemic under control

Source: Haver Analytics and Fulcrum Asset Management LLP 9

Globally, cases are still growing

Fulcrum Diversified Absolute Return Fund



The outlook for the global equities critically depends on getting the pandemic under control

Source: Haver Analytics and Fulcrum Asset Management LLP 10

Shutdowns are working but at a great cost to economic activity 

Fulcrum Diversified Absolute Return Fund



Scenarios for the unfolding of the current global pandemic

Source: Fulcrum Asset Management LLP 11

The good, the bad and the ugly

Measure
Base case Worst case Best case

Lockdown 1-3 months from start Until year-end 1 month from start

Social distancing Next 6-12 months Next 12-18 months Phased out over summer

Global travel
Resumes but with reduced operations and 
strict guidelines

Restrictive Returns to normal

Winter outbreak Manageable, Localised lockdown Second wave, Renewed lockdown No outbreak

Sector: Retail/Leisure
Returns to 60-80% of pre-lockdown level, 
Reduced hours, Strict guidelines, Potential 
defaults and layoffs

Mass defaults and layoffs Returns to normal

Sector: All excl. retail
Returns to normal, Work-from-home where 
possible

Reduced operation Returns to normal

Testing Continued ramp-up Restricted Widespread

Antibody testing 3-15% of population already immune
Reveals negligible % of population immune, 
e.g. <1%

Reveals large % of population already 
immune

Vaccine Effective drugs, but limited vaccine capacity Unavailable for 12-18 months Mass production by year-end

Contact Tracing
>40% of population downloads app, 
Contact-tracers hired

<20% of population downloads app, Lack of 
contact-tracers

All infected individuals and their contacts 
can be traced within 48 hours

Fulcrum Diversified Absolute Return Fund



Despite the recent declines, expected returns on equity indices remain below long-term averages

Source: Haver and Fulcrum Asset Management LLP 12Fulcrum Diversified Absolute Return Fund



13Source: Fulcrum Asset Management LLP.  For illustrative purposes.  Subject to change. 

Current Portfolio
Core Themes, Investment Ideas and Implementation

Core Themes Investible Themes Implementation

Covid-19 
Recession

Monetary Policy 
Effectiveness

Geopolitical 
Shocks

Satellite Ideas

Technology Disruption

BREXIT

• Cloud vs. IT Services

• UK Inflation Lower
• UK Pound

• Asian Currencies (Trade)Trade Uncertainty

Emerging Markets • Asian Currencies (Carry)
• Asian/EM Equities

• Short US Dollar
• North American vs European Rates

Volatility

Defensive Assets
• Precious Metals
• Japanese Yen
• Gold Miners/Royalties

Yield Convergence

• Oil/Energies
Energies

Idiosyncratic
• Global Dispersion

Fulcrum Diversified Absolute Return Fund



Source: Fulcrum Asset Management LLP.

Balanced approach between recovery and defensive trades with a focus on 
idiosyncratic sources of returns
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Equity Dividend Futures: Expected Returns and Case Study

During the 2008 financial crisis, purchasing EuroStoxx 50 dividend futures for 2011 (3 years out) close to current levels would have 
generated a 136% (33% annualised) total return as actual dividends for 2011 almost recovered all the way to the pre-crash dividend 
expectations for 2011

Change in EuroStoxx 50 Dividend Futures 2011 vs 2023

Annualised return over period

2022-Z2 2023-Z3 2024-Z4

Nikkei225 15.3% 11.9% 11.6%

FTSE100 25.5% 15.5% 10.3%

Eurostoxx50 22.5% 13.7% 9.9%

SP500 20.3% 12.9% 8.4%
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Source: Bloomberg and Fulcrum Asset Management LLP
Fulcrum Diversified Absolute Return Fund
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Technology Disruption Portfolio: Investment Rationale

• The Technology Disruption portfolio is positioned to benefit from a number of trends and patterns that are accelerating after the Covid-19 
shock to the global economy.

• These include increased use of cloud services, increased media consumption at home via streaming and video games, increased use of E-
commerce services, acceleration of electronic payments, increased investment in tech infrastructure and greater requirement for 
warehouses and home delivery logistics.

• Despite what we believe is a positive shock to the companies’ operating earnings, their share prices have fallen sharply amidst the 
indiscriminate sell-off, resulting in a substantial de-rating (median P/E de-rating of the portfolio is -21%).

• The median expected annualised return over the next 3 years is 15%, assuming no re-rating, and 21% if multiples revert to levels seen prior 
to the Covid-19 shock.

• Companies in the portfolio have clean balance sheets with a median Equity to Enterprise Value ratio of 0.97, i.e. minimal net debt

3 Yr annualised expected 
return at current multiple

3 Yr annualised expected 
return including re-rating

Equity/
Enterprise Value

NTM P/E Multiple 
pre-COVID-19

Current NET P/E 
Multiple 

De-rating during 
COVID-19

MEDIAN 15.2% 21.4% 0.97 36.6 28.9 -21%

Sector Breakdown Communication
Services
Consumer
Discretionary
Consumer Staples

Energy

Financials

Health Care

Industrials

Information
Technology

Regional Breakdown
North America

Western Europe

Developed Asia

Emerging Markets

China

Source: Bloomberg, Fulcrum analysis 
*The following assumptions were used for the calculations: pre-COVID-19 period refers to the 14th of February 2020; period refers to the 1st of April 2020. Current P/E multiple 
and expected return calculations are based on analyst estimated earnings.

Market Cap Breakdown

Small Cap (<1bn $)

Mid Cap (1-5bn $)

Large Cap (5-15bn$)

Mega Cap (>15bn$)

Fulcrum Diversified Absolute Return Fund
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Climate Change Portfolio: Investment Rationale

• During the current economic shock Governments in US and Western Europe are scrambling to put together fiscal stimulus 
measures to help boost the economy. 

• Besides helping the industries particularly hit by this crisis, the stimulus measures are largely being directed towards existing 
programmes for which there is broad political support and projects related to Climate Change are at the top of the agenda.

• We expect large investments forthcoming in power grid stabilisation and enhancement, batteries and electric vehicles, biofuels, 
Clean energy including solar, wind and hydro, Energy Efficiency measures, Waste management and recycling. 

• Despite expectations of a positive shock to operating earnings, the companies have significantly de-rated

3 Yr annualised expected 
return at current multiple

3 Yr annualised expected 
return including re-rating

Equity/
Enterprise Value

P/E Multiple 
pre-COVID-19

Current est. P/E 
Multiple 

De-rating during 
COVID-19

MEDIAN 8.3% 15.8% 0.67 24.0 17.9 -25%

Regional Breakdown

North America

Western Europe

Developed Asia

Emerging Markets

China

Source: Bloomberg, Fulcrum analysis 
*The following assumptions were used for the calculations: pre-COVID-19 period refers to the 14th of February 2020; period refers to the 1st of April 2020. Current P/E 
multiple and expected return calculations are based on analyst estimated earnings.

Sector Breakdown
Consumer
Discretionary
Consumer Staples

Energy

Health Care

Industrials

Information
Technology
Materials

Real Estate

Utilities

Market Cap Breakdown

Small Cap (<1bn $)

Mid Cap (1-5bn $)

Large Cap (5-
15bn$)

Mega Cap (>15bn$)

Fulcrum Diversified Absolute Return Fund



Fulcrum Overview - Key Strengths

18Source: Bloomberg, Fulcrum Asset Management LLP.

Fulcrum is an independently owned asset management firm, managing $4.2bn of client assets with a core focus on global, multi-
asset investing across liquid markets

Our objective is to consistently deliver Diversified Absolute Returns, building on our key strengths:

• Quality of Team & Stability – we are a strong and stable team that has worked together through the Global Financial Crisis 
and remained together to deliver for our clients in the future. Senior team have worked together for over two decades.

• Rigorous Process – we follow a repeatable and dynamic investment process that is not solely dependent on positive 
returns from traditional asset classes, such as equities, credit and government bonds.

• Strong Performance – we have outperformed most of our major peers over time with a low correlation to both bonds and 
equities. 

• Portfolio Breadth - our approach is highly diversified across asset classes, strategies and time horizons.

• Effective Risk Management – our multi-dimensional approach to risk-management has historically provided strong 
downside protection. 

• Culture of excellence – we seek to be at the frontier of knowledge in areas that impact our investment strategy (macro-
economics, portfolio construction and investor psychology)

Fulcrum Diversified Absolute Return Fund
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This material is for your information only and is not intended to be used by anyone
other than you. It is directed at professional clients and eligible counterparties only
and is not intended for retail clients. This is not an offer or solicitation with respect to
the purchase or sale of any security. The material is intended only to facilitate your
discussions with Fulcrum Asset Management as to the opportunities available to our
clients. The given material is subject to change and, although based upon information
which we consider reliable, it is not guaranteed as to accuracy or completeness and it
should not be relied upon as such. The material is not intended to be used as a
general guide to investing, or as a source of any specific investment
recommendations, and makes no implied or express recommendations concerning
the manner in which any client’s account should or would be handled, as appropriate
investment strategies depend upon client’s investment objectives. The price and
value of the investments referred to in this material and the income from them may
go down as well as up and investors may not receive back the amount originally
invested. Past performance is not a guide to future performance. Future returns are
not guaranteed and a loss of principal may occur.

It is the responsibility of any person or persons in possession of this material to
inform themselves of and to observe all applicable laws and regulations of any
relevant jurisdiction. Fulcrum Asset Management does not provide tax advice to its
clients and all investors are strongly advised to consult with their tax advisors
regarding any potential investment. Opinions expressed are our current opinions as
of the date appearing on this material only. Any historical price(s) or value(s) are also
only as of the date indicated. We will endeavor to update on a reasonable basis the
information discussed in this material.

References to market or composite indices, benchmarks or other measures of relative
market performance over a specified period of time ("benchmarks") are provided by
Fulcrum Asset Management for your information purposes only. Investors cannot
invest directly in indices. Indices are typically unmanaged and the figures for the
indices shown herein do not reflect any investment management fees or transaction
expenses. Fulcrum Asset Management does not give any commitment or undertaking
that the performance or risk profile of your account(s) will equal, exceed or track any
benchmark. The composition of the benchmark may not reflect the manner in which
a portfolio is constructed in relation to expected or achieved returns, portfolio
guidelines, restrictions, sectors, correlations, concentrations, volatility or tracking
error targets, all of which are subject to change over time.

Simulated, modeled, or hypothetical performance results may be used and have
certain inherent limitations. Simulated results are hypothetical and do not represent
actual trading, and thus may not reflect material economic and market factors, such
as liquidity constraints, that may have had an impact on actual decision-making.
Simulated results are also achieved through retroactive application of a model
designed with the benefit of hindsight. No representation is being made that any
client will or is likely to achieve results similar to those shown.

Certain funds managed by Fulcrum Asset Management LLP use quantitative models,
where this is the case, Fulcrum Asset Management LLP can and do make discretionary
decisions on a frequent basis and reserves the right to do so at any point.

Certain transactions, including those involving futures, options and high yield securities
and investments in emerging markets may give rise to substantial risk and may not be
suitable for all investors. Foreign currency denominated investments are subject to
fluctuations in exchange rates that could have an adverse effect on the value or price of,
or income derived from, the investment; such investments are also subject to the
possible imposition of exchange control regulations or other laws or restrictions
applicable to such investments. Investments referred to in this material are not
necessarily available in all jurisdictions, may be illiquid and may not be suitable for all
investors. Investors should consider whether an investment is suitable for their
particular circumstances and seek advice from their investment adviser.

For US Investors: Shares in the Fund will not be registered under the Securities Act of
1933, the securities laws of any state or the securities laws of any other jurisdiction, and
the Fund will not be registered under the Investment Company Act of 1940. There is no
public market for the shares, and no such market is expected to develop in the future.
Shares in the Fund may not be sold or transferred except as permitted under the Fund's
articles of association, and unless they are registered under the Securities Act of 1933 or
an exemption from registration thereunder and under any other applicable securities
law registration requirements is available. Accordingly, investors will be required to bear
the financial risks of an investment in the Fund for an extended period of time.

This document is not intended for distribution to, or use by any person or entity in any
jurisdiction or country where such distribution or use would be contrary to local law or
regulation. In particular this document is not intended for distribution in the United
States or for the account of U.S. persons (as defined in Regulation S under the United
States Securities Act of 1933, as amended (the "Securities Act")) except to persons who
are "qualified purchasers" (as defined in the United States Investment Company Act of
1940, as amended), "accredited investors" (as defined in Rule 501(a) under the
Securities Act) and Qualified Eligible Persons (as defined in Commodity Futures Trading
Commission Regulation 4.7).

This material has been approved for issue in the United Kingdom solely for the purposes
of Section 21 of the Financial Services and Markets Act 2000 by Fulcrum Asset
Management (“Fulcrum”), Marble Arch House, 66 Seymour Street, London W1H 5BT.

Fulcrum Asset Management LLP is authorised and regulated by the Financial Conduct
Authority (No: 230683). © 2020 Fulcrum Asset Management LLP. All rights reserved.


