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Multiplying scenarios means uncertainty – and a dire need for flexibility
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Source: LOIM. For illustrative purposes only.
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The market struggles to map out the road ahead

33%

28% 28%

11%

Hard landing Soft landing Stagflation No landing
Source: LOIM. Any reference to a specific company or security does not constitute a recommendation to buy, sell, hold or directly invest in the company or securities. 

It should not be assumed that the recommendations made in the future will be profitable or will equal the performance of the securities discussed in this document.

Poll question was: “What market scenario do you 

expect to see in 2023?”

The LinkedIn poll ran from 20 – 28 March 2023

The 289 votes were fairly evenly split: 
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Year to date, the allocation most rewarded by the market shows how the odds are changing

YTD performance ranking

Past performance is not a reliable indicator of future performance. 

Data as at May 2023. Source: LOIM, Bloomberg.
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Our response: we are led by what the data tells us

Source: LOIM. Asset allocation/portfolio composition is subject to change. For illustrative purposes only. There can be no assurance that the investment objective will be achieved or that there will be a return on capital. 

As of May 2023.

An agnostic long-term strategic 

allocation

Tactically take into account market 

information (prices)

Tactically take into account macro 

information
Manage drawdowns 



Looking at the bigger picture
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The current inflation reflects a high demand: higher rates needed

Expected Inflation as a Function of Recent Deficit

Source: LOIM, Bloomberg. Data as of December 2022.
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With lower savings come higher rates
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1979 Volcker’s fight 

against inflation

Source: Bloomberg, LOIM. Data as at December 2021.
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Demographic trends may cause the cost of capital to rise

Savings Growth as a Function of Workforce Growth

Source: Bloomberg, LOIM. Data as of December 2021.
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Transitioning may drain savings and drive real rates higher
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2%, pushing real rates higher.

Source: IMF, LOIM. Data post 2022 is based on IMF estimates. As of 31 May 2023.

World Investment and Savings (as % to GDP)
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What happens to financial markets when real rates rise?...

1951-1967:

▪ High real growth, 

▪ Low inflation, 

▪ Low real rates

2011-2018:

▪ Medium real growth (+),

▪ Low inflation,

▪ Low real rates (-)

1968-1981:

▪ Low real growth, 

▪ High inflation, 

▪ High real rates’ volatility

1982-1997:

▪ High real growth, 

▪ Disinflation, 

▪ Positive real rates

1998-2000:

▪ High real growth (-), 

▪ Low inflation, 

▪ High real rates

2019-2022:

▪ Low real growth,

▪ Low inflation,

▪ Low real rates

2001-2010:

▪ Low real growth (-), 

▪ Low inflation, 

▪ Medium real rates

Nominal Growth, 10-year Rates and Inflation (US Data)

Source: Bloomberg, LOIM. Data as at December 2022..

1947-1950:

▪ High real growth, 

▪ high inflation, 

▪ Low real rates (-)
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…Risk-balanced solutions outperform passive portfolios

Multi-Asset Performances (Returns in Excess of Cash)

Source: Bloomberg, LOIM as at December 2022.



Designing a solution fit for purpose
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Our core beliefs (1): Turning solely to bonds for diversification doesn’t always work

Source: Morningstar Direct, LOIM analysis. Data as of 31/12/2022. 

For illustrative purposes only.
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Our core beliefs (2): Traditional multi-assets portfolios are overly dependent on equities

US Equity and balanced portfolio drawdowns1, 1973-2023 
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Equity Drawdown Balanced Portfolio Drawdown

Sources: LOIM, Bloomberg, For illustrative purposes only. Data as at 28/02/2023. Indices used: Government bonds: Bloomberg Barclays US Govt Total Return Value USD; Equities: S&P 500. Balanced Portfolio: 60% 

equities, 40% bonds, rebalanced monthly. Past performance is not a guarantee of future results. Holdings/allocation may change. 1 It is a method used to measure the financial risk of an investment. It is the extent or the 

amount of losses carried by a financial instrument since it starts to decline from a high point until it bounces back to surpass such point.
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Our core beliefs (3): Drawdowns matter more than volatility 

Large drawdowns are bad because they require time and effort to return to previous capital levels

For illustrative purposes. Asset classes include: sovereign bonds, credit, developed equities, emerging equities and commodities. Data 1980-2022. 

Source: Bloomberg, LOIM calculations. Data as of 28/2/2023.

Past performance is not a guarantee of future results.

DRAWDOWN VERSUS RECOVERY ACROSS MAJOR ASSET CLASSES HISTORICAL DRAWDOWN – MSCI WORLD, 1992-2022
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Our response (1): Defining the right tool set
We use instruments that tend to perform better in different market environments

DM equities

EM equities

Government bonds

Corporate bonds

Commodities

Cash

WHY?

Typically perform well in Expanding Growth markets

Typically perform well in Expanding Growth markets, with some sensitivity to inflation

Typically perform well in Declining Growth and Deflationary markets 

Typically perform well in Declining Growth markets, particularly when not 

followed by recessions

Typically perform well in Inflationary markets

Simple, protective asset

Volatility Typically benefits from unexpected market shocks

WHAT?

Source: LOIM. Asset allocation/portfolio composition is subject to change. For illustrative purposes only. 

There can be no assurance that the investment objective will be achieved or that there will be a return on capital. 

Diversified Widely used Liquid Cost effective Secure
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Our response (2): Prefer risk allocation to capital allocation

Source: LOIM. For illustrative purposes only. Allocations may change. Data as of 28/02/2023.

Capital protection/Capital preservation represents a portfolio construction goal and cannot be guaranteed.

We believe capital allocation may mask risk concentration and lead to a false 

sense of diversification

We believe allocating the risk contribution of asset classes is key for true diversification 

and generating stable risk-adjusted returns

Traditional capital-based allocation Risk-based allocation

40%

60%

Equities

Bonds

90%

10%

Equities

Bonds

1 Action: Allocate portfolio 

capital (% of $ value)

2 Result: Portfolio risk 

allocation (% of volatility)

1 Action: Allocate portfolio 

risk (% of volatility)

2 Result: Portfolio capital 

allocation (% of $ value)

50%50% Equities

Bonds

25%

75%

Equities

Bonds
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Our response (3): Managing drawdowns is powerful

Value of risk management

…but missing the 10 best days 

costs you over half the return…

...however, investors can afford to miss the 

best 10, if they also avoid the worst 10!Investing $1 in the S&P500 in 

1988 would today represent…

Source: LOIM, Bloomberg. Data as of 30/05/2023. Past performance is not a guarantee of future results. For illustrative purposes only. 
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Designing a good solution incorporating advances in portfolio construction 

Final

Portfolio

Define our 

Toolset

Identify a diversified, liquid, 

cost-effective instrument set

Asset class mix designed to 

complement each other through 

different market conditions

Strategic risk 

allocation

Define robust 

long-term strategic allocation

Strategic risk allocation designed 

based on 3 main macro 

economic environments: 

expanding growth, declining 

growth, and inflationary shocks

Tactical & dynamic 

positioning

Adjust to 

market conditions

Dynamic positioning of the 

strategic allocation based on 

systematic market (price and 

yield) as well as macro signals

Risk 

management

Seek to control 

downside risk

Drawdown used as key measure 

of risk. Actively controlled on a 

continuous basis using 

adjustments of total portfolio 

exposure and tail hedges

Source: LOIM. For illustrative purposes only.
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Long-term analysis of economic cycles shows periods of expanding growth, declining 

growth and inflation occur successively in a balanced way

Defining our strategic asset allocation
We seek a balanced exposure to the economic cycle at all times

Expanding growth

Approx. 40% of the time

Declining growth

Approx. 40% of the time

Inflationary shock

Approx. 20% of the time

We design our strategic asset allocation to be balanced across the long-term 

growth/inflation cycle, without favouring any one particular scenario, using the tools 

most suited to each macro-economic scenario

Base case risk allocation

15%

15%

30%
16%

4%

15%

5%

Commodities EM Equities DM Equities

Credit EM Debt Duration

Inflation Linked Bonds

20%

Source: LOIM. For illustrative purposes only. Allocations are subject to change.
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Implementing our tactical asset allocation
We use quantitative signals to respond to changing market conditions

Source: LOIM. For illustrative purposes only. Holdings and allocations may vary over time. Past performance is not a guarantee of future returns. 

▪ Positive signal: current price is above medium-term 

average

▪ Negative signal: current price is below medium-term 

average

Typical signals for price dynamics

Resulting tactical adjustments

✓ Increase allocation to assets with positive signals

✓ Reduce allocation to assets with negative signals

▪ Positive signal: yield curve is steepening

▪ Negative signal: yield curve is flattening 

(or even inverting)

Typical signals for yield (carry) strategies

Resulting tactical adjustments

✓ Increase allocation to assets associated with steeper yield 

curves

✓ Reduce allocation to assets associated with flatter (or 

inverting) yield curves

▪ Positive signal: favourable macro (growth, inflation, 

monetary policy) and/or risk appetite 

▪ Negative signal: unfavourable macro (growth, inflation, 

monetary policy) and/or risk appetite 

Typical signals for macro strategies

Resulting tactical adjustments

✓ Increase allocation to assets typically outperforming in current 

macro backdrop

✓ Reduce allocation to assets typically underperforming in 

current macro backdrop
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Combined with an innovative risk and drawdown 
management process

▪ There are two primary methods to manage risk in a multi-asset portfolio: 

1. Change the asset allocation within the portfolio (e.g. sell equities, buy bonds)

2. Change the overall exposure of the portfolio (e.g. sell equities and bonds proportionately)

Adaptive risk allocation

We adapt the cash 
allocation to actively 

manage the drawdown 
to ensure alignment 
with the stated max 

drawdown of the 
product

0%

20%

40%

60%

80%

100%

Cash

Portfolio scaled 

down in risk-off

environment, 

with proceeds

allocated to cash

Full Risk De-risked

Sovereign Debt Linkers Credit EM Debt

DM Equities EM Equities Commodities

Rather than changing the asset allocation within the portfolio in response to sudden market movements – we instead choose to scale the whole portfolio in response to changes in market risk:

▪ This involves selling the whole portfolio and replacing it with cash to help preserve capital, or conversely increase exposure to the whole portfolio to deploy risk 

0%

50%

100%

150%

200%

250%

300%

Jan-12 Jan-14 Jan-16 Jan-18 Jan-20 Jan-22

Total Exposure

Dynamic total portfolio exposure – All Roads Strategy1

Source: LOIM as at 31/5/2023. 1 LOF – All Roads. For illustrative purposes only. Allocations may change. 

Capital protection/Capital preservation represents a portfolio construction goal and cannot be guaranteed.
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The outcome: stable returns and downside protection1

LOIM All Roads Strategy – 11 years live track record

STABILITY CAPITAL PROTECTION

▪ Aim: Expected 1-year drawdown limit of 10%

▪ Realised1: 10.6%

▪ Aim: Cash + 3 to 5%

▪ Realized2: Cash + 3.2%

Source: LOIM. Data as of 30/04/2023. Past performance is not a guarantee of future results. 1Capital protection is a portfolio construction goal and cannot be guaranteed. 2 Performance/data (as applicable) of 

LO Funds All Roads EUR NA share class net of all fees and expenses. Cash index: ESTR. Capital protection/Capital preservation represents a portfolio construction goal and cannot be guaranteed. Target 

performance/risk represents a portfolio construction goal. It does not represent past performance/risk and may not be representative of actual future performance/risk. Strategy inception: 24 January 2012.

Past performance is not a guarantee 

of future results

0%

10%

20%

30%

40%

50%

60%

Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 Jan-20 Jan-21 Jan-22 Jan-23

LOF - All Roads Target (Cash +4%)
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An investment approach that can fit multiple uses 
Strategy can be scaled to varying risk/return profiles
Past performance is not a guarantee of future performance

Broad range of target returns1 and risk budgets2

All Roads Conservative

All Roads

All Roads Growth

All Roads Enhanced

Global Aggregate  (2022 Drawdown)

MSCI World (2022 Drawdown)
Global Aggregate (pre-2022)
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0% 5% 10% 15% 20% 25% 30%

(Return target: cash +8-10%) 

(Return target: cash +6-8%) 

(Return target: cash +3-5%) 

(Return target: cash +1-3%) 

Behaves more like
fixed income

Behaves more like
equities

Max Historical 

Drawdown = 59%

Source: LOIM. 1Target return = target excess return above cash, gross of fees. For MSCI World / Bloomberg Global Agg, realized performance. 2Observed number for MSCI World / Bloomberg Global 

Aggregate, risk budget for All Roads Strategies, Data as of 28/02/2023. Target performance/risk represents a portfolio construction goal. It does not represent past performance/risk and may not be 

representative of actual future performance/risk. For illustrative purposes only. There is no guarantee that the drawdown target will not be exceeded.
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Important information (1/3)

For professional investor use only.

This Marketing document has been prepared by Lombard Odier Asset Management (Europe) Limited and is 

issued by Lombard Odier Funds (Europe) S.A., a Luxembourg based public limited company (SA), having its 

registered office at 291, route d’Arlon, 1150 Luxembourg, authorised and regulated by the CSSF as a 

Management Company within the meaning of EU Directive 2009/65/EC, as amended; and within the meaning of 

the EU Directive 2011/61/EU on Alternative Investment Fund Managers (AIFMD). The purpose of the 

Management Company is the creation, promotion, administration, management and the marketing of 

Luxembourg and foreign UCITS, alternative investment funds ("AIFs") and other regulated funds, collective 

investment vehicles or other investment vehicles, as well as the offering of portfolio management and 

investment advisory services. This document is approved at the date of the publishing.

Lombard Odier Investment Managers (“LOIM”) is a trade name.

The Fund is authorised and regulated by the Luxembourg Supervisory Authority of the Financial Sector (CSSF) 

as a UCITS within the meaning of EU Directive 2009/65/EC, as amended. The management company of the 

Fund is Lombard Odier Funds (Europe) S.A. (hereinafter the “Management Company”), a Luxembourg based 

public limited company (Société Anonyme SA), having its registered office at 291, route d’Arlon, L-1150 

Luxembourg, authorized and regulated by the CSSF as a Management Company within the meaning of EU 

Directive 2009/65/EC, as amended. The Fund is only registered for public offering in certain jurisdictions. The 

management company of the fund may decide to terminate the arrangements made for the marketing of the 

Fund. The articles of association, the prospectus, the Key Investor Information Document, and the subscription 

form are the only official offering documents of the Fund’s shares (the “Offering Documents”). They are available 

on http//www.loim.com or can be requested free of charge at the registered office of the Fund or of the 

Management Company, from the distributors of the Fund or from the local representatives as mentioned below.

Austria. Representative: Erste Bank der österreichischen Sparkassen AG, Am Belvedere 1, 1100 Vienna,

Supervisory Authority: Finanzmarktaufsicht (FMA) - Belgium. Financial services Provider: CACEIS

Belgium S.A., Avenue du Port 86C, b320, 1000 Brussels, Supervisory Authority : Autorité des services et

marchés financiers (FSMA) - France. Representative: CACEIS Bank, place Valhubert 1-3, F-75013 Paris,

Supervisory Authority: Autorité des marchés financiers (AMF) - Germany. Representative: DekaBank

Deutsche Girozentrale, Mainzer Landstraße 16, D-60325 Frankfurt am Main, Supervisory Authority:

Bundesanstalt für Finanzdienstleistungsaufsicht (BaFin) Ireland. Facilities Agent: CACEIS Ireland, One

Custom House Plaza, International Financial Services Centre, Dublin 1, Ireland, Supervisory Authority:

Central Bank of Ireland (CBI) – Italy. Paying Agents: Société Générale Securities Services S.p.A., Via

Benigno Crespi, 19/A - MAC 2, 20159 Milano, State Street Bank International GmbH - Succursale Italia,

Via Ferrante Aporti, 10, 20125 Milano, Banca Sella Holding S.p.A., Piazza Gaudenzio Sella, 1, 13900

Biella, Allfunds Bank, S.A.U., Milan Branch,Via Bocchetto 6, 20123 Milano, CACEIS Bank S.A., Italy

Branch, Piazza Cavour 2, 20121 – Milano, Supervisory Authority: Banca d’Italia (BOI) / ConSob -

Liechtenstein. Representative, LGT Bank AG Herrengasse 12, 9490 Vaduz, Supervisory Authority:

Finanzmarktaufsicht Liechtenstein (“FMA”) - Netherlands. Representative: Lombard Odier Funds (Europe)

S.A. – Dutch Branch, Parklaan 26, 3016BC Rotterdam, Supervisory Authority: Autoriteit Financiële Markten

(AFM) - Spain. Representative: Allfunds Bank, S.A.U. C/ de los Padres Dominicos, 7, 28050, Madrid,

Supervisory Authority: Comisión Nacional del Mercado de Valores (CNMV) – Sweden. Representative:

SKANDINAVISKA ENSKILDA BANKEN AB (publ), Kungsträdgårdsgatan, SE-106 40 Stockholm,

Supervisory Authoriy: Finans Inspektionen (FI) – Switzerland. Representative: Lombard Odier Asset

Management (Switzerland) SA, 6 av. des Morgines, 1213 Petit-Lancy; Paying agent: Bank Lombard Odier

& Co Ltd, 11 rue de la Corraterie, CH-1204 Geneva, Supervisory Authority: FINMA (Autorité fédérale de

surveillance des marchés financiers) - UK. Representative: Lombard Odier Asset Management (Europe)

Limited, Queensberry House, 3 Old Burlington Street, London W1S3AB, Supervisory Authority: Financial

Conduct Authority (FCA).
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Important information (2/3)

NOTICE TO RESIDENTS OF THE UNITED KINGDOM 

The Fund is a Recognised Scheme in the United Kingdom under the Financial Services & Markets Act 2000. 

Potential investors in the United Kingdom are advised that none of the protections afforded by the United 

Kingdom regulatory system will apply to an investment in Lombard Odier Funds and that compensation will not 

generally be available under the Financial Services Compensation Scheme. This document does not itself 

constitute an offer to provide discretionary or non-discretionary investment management or advisory services, 

otherwise than pursuant to an agreement in compliance with applicable laws, rules and regulations.

UK regulation for the protection of retail clients in the UK and the compensation available under the UK Financial 

Services Compensation scheme does not apply in respect of any investment or services provided by an 

overseas person.

Singapore: This marketing communication has been approved for use by Lombard Odier (Singapore) Ltd for 

the general information of accredited investors and other persons in accordance with the conditions specified in 

Sections 275 and 305 of the Securities and Futures Act (Chapter 289). Recipients in Singapore should contact 

Lombard Odier (Singapore) Ltd, an exempt financial adviser under the Financial Advisers Act (Chapter 110) and 

a merchant bank regulated and supervised by the Monetary Authority of Singapore, in respect of any matters 

arising from, or in connection with this marketing communication. The recipients of this marketing 

communication represent and warrant that they are accredited investors and other persons as defined in the 

Securities and Futures Act (Chapter 289). This advertisement has not been reviewed by the Monetary Authority 

of Singapore.

Hong Kong: This marketing communication has been approved for use by Lombard Odier (Hong Kong) Limited, 

a licensed entity regulated and supervised by the Securities and Futures Commission in Hong Kong for the 

general information of professional investors and other persons in accordance with the Securities and Futures 

Ordinance (Chapter 571) of the laws of Hong Kong. 

A summary of investor rights and information on the integration of sustainability risks are available on 

https://am.lombardodier.com/home/asset-management-regulatory-disc.html.

An investment in the Fund is not suitable for all investors. There can be no assurance that the Fund's investment 

objective will be achieved or that there will be a return on capital. Past or estimated performance is not 

necessarily indicative of future results and no assurance can be made that profits will be achieved or that 

substantial losses will not be incurred. Where the fund is denominated in a currency other than an investor's 

base currency, changes in the rate of exchange may have an adverse effect on price and income. All 

performance figures reflect the reinvestment of interest and dividends and do not take account the commissions 

and costs incurred on the issue and redemption of shares/units; performance figures are estimated and 

unaudited. Net performance shows the performance net of fees and expenses for the relevant fund/share class 

over the reference period. This document does not contain personalized recommendations or advice and is not 

intended to substitute any professional advice on investment in financial products. Before making an investment 

in the Fund, an investor should read the entire Offering Documents, and in particular the risk factors pertaining 

to an investment in the Fund, consider carefully the suitability of such investment to his/her particular 

circumstances and, where necessary, obtain independent professional advice in respect of risks, as well as any 

legal, regulatory, credit, tax, and accounting consequences.

This document is the property of LOIM and is addressed to its recipient exclusively for their personal use. It may 

not be reproduced (in whole or in part), transmitted, modified, or used for any other purpose without the prior 

written permission of LOIM. It is not intended for distribution, publication, or use in any jurisdiction where such 

distribution, publication, or use would be unlawful. This document contains the opinions of LOIM, as at the date 

of issue. The information and analysis contained herein are based on sources believed to be reliable. However, 

LOIM does not guarantee the timeliness, accuracy, or completeness of the information contained in this 

document, nor does it accept any liability for any loss or damage resulting from its use. All information and 

opinions as well as the prices indicated may change without notice. Neither this document nor any copy thereof 

may be sent, taken into, or distributed in the United States of America, any of its territories or possessions or 

areas subject to its jurisdiction, or to or for the benefit of a United States Person. 

https://am.lombardodier.com/home/asset-management-regulatory-disc.html
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For this purpose, the term "United States Person" shall mean any citizen, national or resident of the United 

States of America, partnership organized or existing in any state, territory or possession of the United States of 

America, a corporation organized under the laws of the United States or of any state, territory or possession 

thereof, or any estate or trust that is subject to United States Federal income tax regardless of the source of its 

income.

Source of the figures: Unless otherwise stated, figures are prepared by LOIM.

Important information on benchmarks

Any benchmarks/indices cited herein are provided for information purposes only. No benchmark/index is directly 

comparable to the investment objectives, strategy or universe of a fund. The performance of a benchmark shall 

not be indicative of past or future performance of any fund. It should not be assumed that the relevant fund will 

invest in any specific securities that comprise any index, nor should it be understood to mean that there is a 

correlation between such fund’s returns and any index returns.

LOIM does not provide accounting, tax or legal advice.

Important information on case studies

The case studies provided in this document are for illustrative purposes only and do not purport to be 

recommendation of an investment in, or a comprehensive statement of all of the factors or considerations which 

may be relevant to an investment in, the referenced securities. The case studies have been selected to illustrate 

the investment process undertaken by the Manager in respect of a certain type of investment, but may not be 

representative of the Fund's past or future portfolio of investments as a whole and it should be understood that 

the case studies of themselves will not be sufficient to give a clear and balanced view of the investment process 

undertaken by the Manager or of the composition of the investment portfolio of the Fund now or in the future.

For more information on Lombard Odier’s data protection policy, please refer to www.lombardodier.com/privacy-

policy

No part of this material may be (i) copied, photocopied or duplicated in any form, by any means, or (ii) distributed 

to any person that is not an employee, officer, director, or authorised agent of the recipient, without Lombard 

Odier Funds (Europe) S.A. prior consent. ©2023 Lombard Odier IM. All rights reserved.
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