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Dynamic allocation fund closed the year up 5.14% as the equity portion was up over 3%, fixed income close to 5% 
and derivatives and hedges lost over 3%.  
The performance was the opposite as in 2018, where fixed income and equity lost money, while derivatives 
managed to offset most of the losses. 
 
The change of policy from the FED, that stopped hiking rates and instead cut twice, more stimulus from the ECB 
and less tension between US and China all helped the performance of risky assets. 
 
We have maintained a stable allocation to equity and fixed income at around 45%, in equity we have slightly 
reduced the oil exposure following the outperformance in the last quarter, whilst in fixed income we have 
increased some exposure to Italian financials given good performance and expectations for both Unicredit and 
Intesa.  
The USD bonds which were partly unhedged during 2019, have now been fully hedged again. The FED has still 
more room to cut rates, and should it continue its loose monetary policy the spread with European rates could 
narrow, favouring an outperformance of the Euro. Expectations are now much higher than at the beginning of 
2019, where Fed tightening and a trade war between US and China dominated the headlines. It is therefore 
unlikely that long assets will have the same appreciation as in 2019, but that performance was concentrated in a 

the index if a correction would materialize in 2020.  
With monetary policy still loose in Europe and the US, and with also China injecting liquidity in the market, we have 
started the year positive on growth and credit spreads. We would reassess our outlook, should rates move 
significantly higher.  
The end of the year will mark also the US election and it is possible that the incumbent President will avoid any 
tension that could jeopardize its chances of re-election. The significant risk that we still see is the US deficit, which 
has been growing despite the economic boom. Rates have been very low recently and so interest rates payments 

significantly but should the Fed hike and the deficit remain so large it will become more and 
more difficult to finance with implications for US rates and the US dollar.  
We have still a cautious outlook on US equities, mainly due to stretched valuations especially on some large cap 
technology companies, but are more optimistic on European names, with cheaper valuation, higher dividend yields 
and a currency that has steadily depreciated in the past years. 
With respect to the future outlook and the impact of the pandemic event on both the operational and portfolio side, 
the whole investment team is working remotely. We have never shared the same location even before the events 
as Matteo used to work out of Malta, myself out of Milan and Fabio out of Switzerland, so from a day to day activity 
nothing has changed. We have daily contacts via skype and phone and especially during the first weeks of the sell 
off we had daily contact also with Antonio Giannino on the risk management side, to analyze the options that we 
use to protect the portfolio and the liquidity of the investments. We decided to sell some gold miner bonds due to a 
lack of liquidity in the secondary market and we monitor bid and offers on a daily basis of the whole of our fixed 
income portfolio. In recent days, following the recovery of the credit markets we have decreased our exposure to 
Tier 1 instruments of Italy and Spain, and have recently (today) sold some BTP futures ahead of the European 
Council to partially protect from a lack of agreement. 
We are participating in the primary market in fixed income as this allows us to invest in attractive names, without 
having to pay a bid offer price. We managed to subscribe to bonds of Goldman Sachs, E.On and Cap Gemini, and 
we are looking to increase the exposure to investment grade bonds that can be purchased also by the ECB. We 
are also studying the possibility to purchase inflation linked bonds, as we think expectations have moved very low 
and going forward copying with the new situation could drive prices of goods and services higher. 
In equity the names are extremely liquid. All the positions that had a market cap lower than Eur 5bln like Salzgitter, 
Tidewater, Whitbread, National Express, ENAV have been sold and replaced with more liquid names which have 
in common a very solid balance sheet and should be less penalized should the lockdown continue. We have now 
positions in Amazon, Facebook, Microsoft, Apple, Intel, Cisco, Dell, Visa and Mastercard in the US. 
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Oil exposure is now less than 2% of NAV, there is no exposure anymore to oil services companies, but we kept 
exposure only to Royal Dutch and Equinor and even this exposure is about one third of what we had at the 
beginning of the year. 
Volatility is still extremely high, so protection of the portfolio via options is done mainly by combination of options. 
These are strategies that protect well in case the sell off of the market are not too sharp. 
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