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Introduction
ML Capital Asset Management, the investment manager and promoter of the MontLake UCITS Platform, is delighted to
present the 23rd edition of the quarterly ML Capital Alternative UCITS Barometer (Barometer).
The Barometer is designed to help identify and anticipate key trends in the demand for the major strategies within the
Alternative UCITS sector.
The capital introductory team at ML Capital surveyed a diverse range of 50 investors who collectively manage over $80
billion and today invest upwards of $15 billion into Alternative UCITS. Respondents range from insurance and pension
funds to private banking organisations, with a significant constituent of financial advisers that deal with the primary
source of Alternative UCITS inflows, the mid-net-worth investor.
Commenting on the highlights of the latest Barometer, Kenneth Sim, Head of Sales of ML Capital:

“ML Capital looked forward to receiving the research and responses from the investors for the Q3 Barometer to
understand how asset allocators were best going to position themselves in navigating the continued turbulent political
and economic environment. The previous quarter initially began well with a more positive outlook on the European
and US economy combined with an assurance that the UK would vote to remain in the European Union, so the
resounding ‘Leave’ vote, left markets and global politics in shock. For Q3, the unstable themes of Q2 have prevailed
largely due to unclear implications of Brexit, especially with circulating rumours that Theresa May could invoke Article
50, and hence its impact on the UK and Global economy and politics.
Therefore, our key aims for Q3 were to understand how allocators were looking to navigate the volatile markets and
what they believed to be the greatest upcoming global risk. A few respondents saw this volatility as an opportunity to
act dynamically over the quarter however, the majority of the respondents looked to mitigate any risk. In doing so,
they were seeking a more balanced portfolio with a larger portion of cash, through either increasing their market
neutral allocations within the equity space or looking to adopt a more defensive, absolute return approach to their
portfolio. Therefore, the alternatives space looks to remain of interest as uncorrelated strategies come into greater
focus.
Additionally, with the aim of not only looking towards the past, it was critical to understand what investors deemed to
be the greatest upcoming global risk. Many feared the outcome of the US election whereas others were more
concerned with the inefficiency of monetary policy in supporting global slowdown. Growing volatility and market
uncertainty were also a resounding response and hence it appears that in aggregate, all upcoming global risks still
stem from the turbulent global economy and political sphere and appear likely to prevail through to the end of the
year. Through Q3 and most likely into Q4, allocators appear to be waiting to see if their fears become a reality.”
We hope that the Barometer will provide a useful insight into current appetite levels across some of the major sectors
of the regulated fund universe.
Should you have any questions then please do not hesitate to contact a member of our Cap Intro or Fund Hosting
teams.
Cyril Delamare, CEO

2

Q3 Barometer Highlights
Participant Type
The passing quarter saw Britain leave the EU; markets went into shock and indices around the

3% 3%

world dived only to then recover almost as quickly as they fell. The upcoming US election and

9%

market instability within Europe has caused investors to reassess their current asset allocation,
with many opting to adopt more active and uncorrelated strategies. Market volatility is at the
forefront of investors' minds and many seek to capitalise on these movements, but careful

15%

42%

14%

15%

consideration is needed to ensure that risk is managed.

Investors' Love for Macro & Managed Futures Continues

Wealth manager

Over Brexit, CTA's made significant gains leading to large inflows into this space. Our

Fund of Funds

respondents' view was in line with this trend with 50% looking to increase their exposure to

Private bank

managed futures. The same applied for macro strategies as respondents' confidence in this

Banks/Institution

sector for Q3 was reflected in 56% looking to increase their holdings, up from Q2.

Family Office
Independent Financial Advisor

Market Volatility & Uncertainty. What's Irking investors?

Insurance / Pensions

Growing volatility across asset classes and market uncertainty due to the unstable political and
economic global landscape are the two most identified risks that are weighing heavily on the
minds of respondents, entering Q3. These factors make it difficult for investors to navigate the

Participant Location

market space, especially in addition to the market's tendency to overreact to new information.

3%

US equities performed extremely well over the course of July and the economy experienced a

27%

15%

US Economy Flying High or Is The End At Nigh?
18%

stronger than expected growth in the labour market. However, our respondents remain wary

36%

that the US may fall into a recession with increasingly low bond yields, slow GDP growth and
rising wages. Although a recession may be playing on the minds of investors, US equities
remained a popular choice as US households remain healthy, offsetting a potential imminent

recession. Almost a third of respondents are looking to increase their exposure to US equities
whilst the majority looked to maintain their position.

Switzerland
Continental Europe
Global
UK
Rest of World
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Greatest Upcoming Global Risks
2016 has already seen a plethora of major events unfold before its eyes and with even more events lined up for the
second half of the year, more surprises may be looming. The undecided implications of Brexit and the impending US

Federal election are the two notable events worrying investors, with predicted implications that will sizably affect the
global economy.

Our barometer respondents were asked to identify what they would deem to be the greatest upcoming global risk.

Repetitively identified was an overwhelming concern relating to changing central bank monetary policies, market
volatility, over-crowded market positions and the overall health of the UK and US economy.

The Bank of England deciding to cut its interest rates by 25 basis points to reach a record low and its introduction of a £70

billion quantitative easing scheme aims to counter the threat of an imminent UK recession. Symptoms of a possible
recession have become clearer since Britain’s choice to exit the EU. UK Consumer confidence has experienced its worst
drop in 26 years and the new interest rate is set at an unseen historical low. Paired with a potential US recession, the
general health of economies both in Europe and North America are brittle, where uncertainty is rife. A survey conducted
in February by Bloomberg this year indicated that a likelihood of a recession occurring within the year was estimated at
20%, but this probability has jumped in response to Brexit. In addition, the hostile political landscape within both the US
and UK further contirbutes to the hesitation from consumers, investors and asset managers to conduct any business.

As a result of the unstable economic environment, more fund managers have pooled funds into a lot of the same positions
in an attempt to hedge against this volatility. Positions that are seen as safe and favourable have included buying into
tech giants, shorting emerging markets and shorting oil. However, this groupthink mentality has exacerbated the problem
of crowded markets.

Due to the magnitude of events occurring within this year, market volatility and irrational market movements have been a
point of major concern for investors. Investors are finding it increasingly difficult to manage their portfolios and more
hesitation can be observed in their actions. The three largest stock exchanges in the US (NYSE Group, Nasdaq and Bats
Global Markets) are nearing introducing new rules to increase market resiliency during times of extreme volatility
(Nasdaq, August 2016). This highlights an increase in efforts to calm markets, which will continue to overreact irrationally
in response to macro-events.

4

Looking to launch a regulated fund?
ML Capital can help you.
Whether it is a standalone fund structure, a new sub-fund of an existing umbrella, or a
management company, ML Capital’s structuring team will be able to advise you on the
best way forward.
 Investment Manager and Promoter to Regulated Funds

 Dedicated UCITS and QIAIF platforms with access to top tier service providers
 Structuring expertise - Re-domiciliation, Mergers
 UCITS & QIAIF infrastructure support, enabling you to focus on your investment
strategy
 Cross border distribution expertise and fund registration

 Experienced sales team for retail and institutional distribution
 MLC Management (part of the ML group) is an authorised UCITS and AIFM "super
manco" management company fully licensed in Ireland
ML Capital: your one stop shop for investment managers looking to launch a European
regulated fund.
For more information please contact info@mlcapital.com or +44 203 709 4510
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Long/Short Equity

Trending
• MORE • LESS

• MORE • SAME • LESS
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61%

Percentage Change
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Long/Short Equity

Trending
• MORE • LESS

• MORE • SAME • LESS
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Percentage Change
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Commentary
We continue to live in a low growth world with a poor forecast of significant improvements given talks of an imminent
UK and/or US recession that may choke and trip any progress being made by markets.
Brexit shook the world when the UK decided to leave the European Union. Despite the liklihood of a European Central
Bank stimulus package, investors remain cautious towards European equities since the implications of the UK's
departure remains unclear. 37% of respondents are looking to increase their exposure whilst 13% are looking to reduce
it, making it the highest percentage of investors allocating less to this market since our Q2 2014 Barometer.

In the previous barometer, 60% of participants stated that the likelihood of Brexit occuring was low, so it comes as no
suprise that when the 'Leave' campaign won, there were large outflows and inflows into the UK equity market.
Investors may be seeking to re-allocate to a region that is currently less volatile, as denoted by the 26% of investors
looking to allocate less to the UK this quarter, whereas some investors may be looking to exploit this volatility and take
advantage of the weaker sterling.
The US economy seems to be full of oxymorons with stronger than expected growth in the labour market yet record
low government bond yields and mediocre GDP growth. Despite this, US Long Short strategies have remained popular
among investors this quarter with 97% of respondents maintaining or increasing their exposure to US equities.

In light of the Japanese market contraction, this barometer saw around a quarter of respondents reducing their
allocation to Japanese equities, a large spike upwards in comparison to the previous quarter. With an expected Bank
of Japan quantitative easing stimulus, the majority of investors for Q3 will maintain their current exposure.
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Emerging Markets

Trending
• MORE • LESS

• MORE • SAME • LESS
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Commentary
The MSCI Emerging Market Index headed for a fifth week of consecutive gains in August; perhaps a slow recovery is
underway following emerging markets’ poor performances in 2015. 19% of respondents are seeking to reduce exposure to
emerging markets but the vast majority seem content maintaining or increasing their current position within emerging
markets although this remains at a low base.

Latin America is seemingly a no go zone for investors. With falling oil and commodity prices as well as the struggles of the
Brazilian economy, the economic outlook is bleak. 0% of the barometer respondents will allocate more to Latin America
markets and 83% will not move. The number of investors looking to reduce their strategies, however, has decreased from
44% to 17%.
Pan-Asia's economy has been growing at an underperforming rate. However, a rally that stemmed from Hong Kong has
spread to the Shanghai markets, which in August, boasted the best two day climb since March this year. This may signal a
stabilisation in the macro-economy as the currency markets settle and may give investors the push needed to head back into
the Chinese market. 97% of our respondents are looking to maintain or increase their exposure to Pan-Asia.
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Relative Value

Trending
• MORE • LESS

• MORE • SAME • LESS
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Commentary
Market neutral strategies have once again proved to be a popular hit this quarter, likely spurred by persistent market volatility.
Since the first quarter of 2015, investors have been increasing their allocations to this space and this remains true for Q3 today
as volatility continues to be a major concern for many investors. Almost half of the respondents are looking to increase their
holdings of market neutral strategies.
On the contrary, the trend of reducing allocation into fixed income strategies has also persisted into this quarter, with 44% or
respondents looking to reduce exposure. Convertible arbitrage remains stable, with 90% of those surveyed happy within their
current allocation.
It should be noted that the proportions within all three of these relative value strategies have remained quite static between
Q2 and Q3
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Event Driven

Trending
• MORE • LESS

• MORE • SAME • LESS
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Commentary
Most investors have opted to maintain their current allocations for event driven strategies. These strategies still remain of
interest, as denoted by low levels of investors seeking to lower their exposures. This is unsurprising given low interest rates are
historically positive for merger arbitrage strategies but it must be noted that oil and gas M&A activity in 2016 has reached the
lowest in 5 years (PwC, 2016).
The decline in 2016 has not been helped by current low commodity prices, which weigh heavily on the oil and gas industry and
contribute to this stunted activity. Deloitte hypothesises that M&A activity will only revive when commodity prices, openness
of debt markets and global economic growth stabilise (Deloitte, 2016).
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Macro & CTA

Trending
• MORE • LESS

• MORE • SAME • LESS
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Global Macro-Discretionary

80%
70%
60%
50%
40%
30%
20%
10%
0%

Global Macro Systematic
3%
28%

69%

Managed Futures / CTAs
6%

44%

50%

Commentary
Discretionary Global Macro and Systematic Global Macro along with CTAs have yet again proved to be a popular choice with
investors. 56% of respondents were seeking to increase their exposure to Global Macro-Discretionary while 38% will maintain
their position. Respondents' confidence in the Systematic Global Macro improved, with 28% looking to increase their
exposure.

The demand for Managed Futures/CTA's allocations increased from 36% in Q2 to 50% in Q3. This strategy has been popular
since the end of 2014 given its ability to perform well through unstable markets and Brexit will have further fuelled this
appetite for managed futures in portfolios.
Uncorrelated strategies are being increasingly sought after in tandem with the changing economic and political environment.
Investors have become increasingly worried about market volatility and irrational market reactions to new information, and
seek to manage portfolio risk accordingly.
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Mitigating Risk While Seeking Return- A Can Do Both Attitude
Market volatility was mentioned afore as one of the greatest global risks facing investors in markets today and much of
the volatility can be attributed to the unstable political and economic landscape the world is currently facing. To further
understand how investors are navigating this difficult environment, we asked our respondents what their tactics were
to help mitigate portfolio risks.
As one investor stated; 'long term solutions are hard to find'. Especially with the oncoming myriad of events with the
potential to shake up the world, markets can change drastically in a blink of an eye. Flexibility has therefore become a
forefront thought in the minds of almost every investor surveyed. To pursue a more flexible approach, many of the
respondents are seeking to take on more actively traded strategies to help capitalise on market movements and allow
for quick getaways should the market suddenly dive.

This is not to say that markets cannot be taken advantage of in a state of instability. Volatility provides a short term
opportunity, where a dynamic investor can exploit market movements to drive home returns. Investors with a longer
investment time horizon will more likely seek defensive opportunities to try hedge against these movements.
Another popular response looked to amending allocations to incorporate larger exoisyres to uncorrelated and
alternative strategies in portfolios. This may explain the popularity of the Managed Futures/CTA space and other
strategies investors increasingly look to include: absolute return, multi-strategy quant funds and direct tactical trading
that is country specific.
Overall takeaway from these responses in regards to volatile markets is to remain agile in strategies pursued.
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Source Data

Emerging Markets

Long / Short Equity
More

Same

Less

More

Same

Less

Global Emerging

13%

68%

19%

Global L/S Equity

29%

61%

10%

Latin America

0%

83%

17%

UK L/S Equity

19%

55%

26%

Pan-Asia

23%

74%

3%

US L/S Equity

31%

66%

3%

European L/S Equity

19%

68%

13%

Japan L/S Equity

16%

61%

23%

Relative Value
More

Same

Less

Fixed Income

9%

47%

44%

Convertible Arbitrage

7%

90%

3%

Market Neutral

45%

52%

3%

Further Statistics
Barometer Participants

Event Driven

Highest Surveyed Alt UCITS Allocation

USD $ 3 bn

Lowest Surveyed Alt UCITS Allocation

USD $ 8 m

More

Same

Less

Highest Surveyed Hedge Allocation

USD $ 35 bn

Multi-Strategy

10%

84%

6%

Lowest Surveyed Hedge Allocation

USD $ 19 m

Distressed

3%

81%

16%

Highest Surveyed Avg Alt UCITS Ticket

USD $ 40 m

Merger Arbitrage

28%

69%

3%

Lowest Surveyed Avg Alt UCITS Ticket

USD $ 500 k

Macro & CTA
More

Same

Less

Global Macro Discretionary

56%

38%

6%

Global Macro Systematic

28%

69%

3%

Managed Futures/CTA

50%

44%

6%
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About ML Capital
ML Capital is a forward looking and leading independent fund structuring and investment management firm specialising in
European regulated fund structures. As an award winning platform provider, we partner with the very best of investment
managers to bring to market the latest most appropriate fund structures to comply with the raft of incoming regulatory
requirements, whilst meeting the ever increasing expectations of investors.

ML Capital handles all aspects of the fund structuring and launch on investment managers' behalf. Through our dedicated network
we also offer fund sales and distribution if required and have had comprehensive coverage of investors in all key European markets
for the past 20 years.
Our goal is to provide the most appropriate fund structures to maximise distribution opportunities across all key markets. Our
solutions bring together market leading service providers with some of the very best minds in the regulated fund space; providing
well managed European investment products with the highest levels of service and governance. We ensure that all incoming
investors and partners come in with the full knowledge that they are investing into structures that are designed to protect and
preserve investor interest.
MLC Management Ltd acts as third party management company for UCITS and AIFMD funds. Offering better compliance, oversight
and management facilities than self-managed structures, the management company is the future of fund structuring; as the
industry responds to the desire of investors and regulators for greater substance, we believe management companies will become
the structure of choice for new funds, as others move away from self-managed fund structures. MLC was incorporated in February
2015 and currently oversees $2.2 billion of assets.

About The MontLake UCITS Platform ICAV
The MontLake UCITS Platform, domiciled in Ireland and regulated by the Central Bank of Ireland provides investment managers
with a turnkey solution for launching a UCITS fund under its umbrella structure. Typical time to market is 10 weeks, or less, with
the platform offering immediate access to a wide range of investors through ML Capital’s distribution network.

Funds placed on the platform by ML Capital will benefit from top-tier service providers including Northern Trust for custody,
administration and trustee services, KPMG for audit, and Bridge Consulting for oversight and directorships. ML Capital has also
ensured that managers utilising the MontLake UCITS Platform will have unfettered access to a network of the leading prime
brokerage firms.
For more information on ML Capital please visit our website www.mlcapital.com or our platform website www.montlakeucits.com.
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IRELAND

SWITZERLAND

UK

26 Upper Fitzwilliam Street
Dublin 2
Ireland

34 Rue de Candolle
CP 429, 1211,
Geneva

29 Farm Street
London
W1J 5RL

+353 (0) 1 535 0912

+41 (0) 22 318 56 70

+44 (0) 203 709 4510

info@mlcapital.com
www.mlcapital.com

DISCLAIMER
INVESTMENT PROFESSIONALS ONLY

This financial promotion is issued by ML Capital Limited. This document is not intended as an
offer to acquire or dispose of any security. Information given in it has been obtained from, or
based upon, sources believed by us to be reliable and accurate although ML does not accept
liability for the accuracy of the contents. This information is not intended to constitute a basis
for any specific investment decision.

For Addressee only. The distribution of this report does not constitute an offer or solicitation.
Past performance is not a guide to future performance. The value of investments can fall as
well as rise. You should ensure you understand the risk profile of the products or services you
plan to purchase. The services provided by ML Capital Limited are available only to investors
who come within the category of the Eligible Counterparty or Professional Client as defined in
the Financial Services Authority’s Handbook they are not available to individual investors,
who should not rely on this communication. Information given in this document has been

obtained from, or based upon, sources believed by us to be reliable and accurate although
ML Capital does not accept liability for the accuracy of the contents. ML Capital does not
offer investment advice or make recommendations regarding investments.
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