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The Omnis Investment Committee oversees 
all aspects of the Omnis investment offering. 
The Committee met recently to discuss the 
Omnis funds and the performance of the 
external fund managers who have managed 
them since launch on 3 March 2014.  
 
This bulletin summarises the principal 
discussion points from that meeting and 
is the latest in a series of regular updates 
from the Committee, which takes seriously 
its responsibility to ensure the funds are 
properly managed at all times. 
  
 

Economic and Market Context 

Looking back on the second quarter of 2016, it is hard to 
see beyond the seismic event of the UK’s referendum on EU 
membership with which the period ended. The UK’s decision 
to withdraw from the EU took many pollsters, political 
commentators and investors by surprise. Expectations that 
the UK would vote to retain its place in Europe had for the 
most part permitted investor focus to remain locked on 
the slow but positive growth of the US economy and the 
consequences for US monetary policy. 

The realisation that the UK had chosen to end its 43-year 
membership of the European polity prompted a rapid shift 
in investor focus, with the UK’s equity markets and currency 
to the fore. The immediate aftermath of the referendum 
witnessed sharp declines in the value of UK equity indices 
and the pound. While UK equities have since staged a 
meaningful recovery, sterling ended the quarter near multi-
decade lows. 

The depreciation of sterling has played a vital role in the 
portfolios of UK investors. When an investor’s domestic 
currency falls, the value of all assets denominated in other 
currencies rises when translated back into the domestic 
currency. The pronounced decline of sterling has therefore 
led UK-based investors to experience strong gains from 
international equities in spite of the largely indifferent 
performance of those positions when measured in local 
currencies (see Figure 1). 
 
 
 
 

FIGURE 1: THE EXPERIENCE OF STERLING-BASED 
INVESTORS IN INTERNATIONAL EQUITIES HAS 
BEEN DOMINATED BY THE IMPACT OF THE POUND’S 
DECLINE.
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  S&P 500 (US)   MSCI Emerging Markets       
  FTSE Europe ex UK  Topix (Japan) 
 
Source: Bloomberg Finance L.P., 31st December 2015 to 30 June  
2016, rebased. 
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Allocations to high quality fixed income have proved 
themselves second key element of risk mitigation in the 
wake of the referendum. Such assets typically perform well 
when economic growth is slowing and in periods of risk 
aversion. Herein lies guidance for investors over the coming 
months and years as the UK works to disentangle itself 
from the economic and political structures of the EU. The 
uncertainty surrounding this process argues persuasively 
for a considered, equitable and diversified approach to 
investment.  

 
Openwork Graphene Model Portfolios

The Openwork Graphene Portfolios each offer a blend of 
the seven Omnis Portfolio Funds. These funds, discussed 
individually below, have been designed specifically to 
complement each other within the Openwork Graphene 
Portfolios, with allocations determined by the Openwork 
Investment Committee (see Figure 2). 
 
FIGURE 2: STRATEGIC ASSET ALLOCATION OF THE 
GRAPHENE PORTFOLIOS

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Two new ranges of Graphene Portfolios were added to the 
Openwork investment proposition in the second quarter. The 
new risk-rated Graphene C2 Portfolios and Graphene C3 
Portfolios offer new blends of funds to complement those 
offered in the original Graphene C1 Portfolios. However, it 
is important to note that all three Portfolio ranges share the 
same underlying strategic asset allocation models. 
 
The prudence and value of these strategic asset allocation 
models was demonstrated over the course of the second 
quarter of 2016, and over the weeks following the EU 
referendum in particular. Allocations to international equities 
and to high quality fixed income proved the key to mitigating 
the associated risks – the former feature more heavily in 
Adventurous Portfolios while the latter are more prominent  
in Cautious Portfolios. As expected, Balanced Portfolios 
feature meaningful allocations to both. Largely as a result  
of this diversification, Graphene Portfolios performed very 
well over the second quarter and into the first weeks of the 
third quarter. 
 
FIGURE 3: OPENWORK GRAPHENE C1 MODEL 
PORTFOLIOS, 12-MONTH TOTAL RETURN

 
 
 
 
 
 
 
 
 
 
 Graphene C1 Adventurous Model Portfolio     
 Graphene C1 Balanced Model Portfolio     
 Graphene C1 Cautious Model Portfolio 

 
Source: Financial Express Analytics, 30th June 2015 to 30th June 2016. 
Portfolios rebalanced each 31st August and 28th February. 
 

The Key Investor Information Document and factsheets 
for the Omnis Portfolio Funds, of which the portfolios are 
composed, are available from the Omnis website www.
omnisinvestments.com  The full Prospectus is available  
on request from Omnis Investments Limited. 

The Openwork Graphene Model Portfolios assume initial investment on 28 
February 2014, with auto-rebalancing occurring each 31 August and 28 February 
thereafter. All distributions are reinvested. No account is made for platform or 
adviser fees. The total return displayed should be viewed as indicative only: 
return on investment will differ depending on the date of the investment and  
any additional charges. 

 
Omnis Portfolio Funds 
UK EQUITIES

The unexpected result of the EU referendum has 
unsurprisingly had a marked influence on the UK’s equity 
markets. Investor risk aversion rose sharply in the immediate 
aftermath, pushing UK equities as a whole sharply lower. 
However, in the weeks that have followed, investors have 
starkly differentiated between companies with large overseas 
revenue streams – which stand to benefit from translation 
gains in the wake of sterling’s  depreciation – and those 
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largely dependent on the domestic economy. Consequently, 
the FTSE 100 index of large companies finished the quarter 
in positive territory, while the more domestically-oriented 
FTSE Mid 250 and FTSE Small Cap. Indices recorded losses 
(see Figure 4). This trend has continued in the first weeks of 
the third quarter as sterling has continued to weaken. 
 
FIGURE 4: UK EQUITY INVESTORS HAVE EXPRESSED 
A CLEAR PREFERENCE FOR INTERNATIONALLY 
EXPOSED LARGE COMPANIES OVER THEIR SMALLER, 
MORE DOMESTICALLY FOCUSED COUNTERPARTS

 
 

 
 
 
 FTSE 100 Index    FTSE Mid 250 Index   
 FTSE Small Cap. Index 

Source: Bloomberg Finance L.P., 31st December 2015 to 30th June  
2016, rebased. 
 

The outperformance of large companies typically presents 
a challenge to active investors. Firstly, these companies 
represent a large part of the index; achieving overweight 
positions can distort the balance of a portfolio. Secondly, 
these companies are extensively analysed; mispriced 
investment opportunities arise infrequently. Despite these 
obstacles, the Omnis UK Equity Fund, managed by Schroder 
Investment Management, performed creditably over the 
quarter. Though allocations to banks and life assurers suffered 
losses in the wake of the referendum, overweight positions 
in the mining company Rio Tinto and the pharmaceuticals 
firm GlaxoSmithKline were buoyant in reflection of their 
international revenue streams.    

The Omnis Income & Growth Fund, launched in February 
this year and managed by Woodford Asset Management, 
meanwhile, endured a somewhat challenging quarter. Neil 
Woodford currently holds a relatively pessimistic outlook 
for the global economy – an outlook he believes is largely 
unaffected by the UK’s decision to withdraw from the 
EU. The portfolio is therefore focused on companies that 
retain close control over their costs of production and the 
pricing of their products, and that are capable of delivering 
earnings growth regardless of the prevailing macroeconomic 
conditions. Consequently, the portfolio is invested in large, 
high quality international companies in, for example, the 
tobacco and healthcare industries. These holdings have 
performed well. However, the portfolio also has a sizeable 
allocation to smaller companies; this allocation has weighed 
on returns. 
 
Neil Woodford argues the market’s reaction to the 
referendum has been indiscriminate. As a result, he  
believes many of the smaller companies that have been 
heavily sold are now significantly undervalued. This, in  
his view, presents attractive buying opportunities for 
discerning long-term investors. 
 

US EQUITIES

While UK investors had their eyes firmly fixed on the EU 
referendum, US equity investors were forced to consider 
contradictory indications of the strength of the US economy, 
the highly changeable outlook for interest rates and 
the potential for negative earnings growth across many 
industries. Nonetheless, the balance marginally favoured  
a “risk on” approach, and US equities made moderate gains 
over the quarter. 
 
Beneath the headline index gains, however, there was a 
clear divergence between the winners and the losers. The 
uncertain economic outlook created a degree of turbulence 
for sectors typically associated with rapid earnings growth 
such as the consumer discretionary and information 
technology sectors. Indeed, after confirmation that sales 
of iPhones declined for the first time since the launch of 
the original handset in 2007, The Boston Company Asset 
Management (“TBCAM”), manager of the Omnis US Equity 
Fund, took the decision to sell the fund’s holding in Apple 
stock, previously the largest position in the fund. 
 
TBCAM manage the Omnis fund with a pronounced growth 
style bias. As such, equity market trends in the second 
quarter provided something of a headwind for the fund. 
However, the fund performed relatively well, marginally 
lagging style-agnostic benchmarks but outperforming 
reference growth indices over the quarter. Of course, 
sterling-based investors will have seen their returns amplified 
by the relative strength of the dollar against the pound.
 

DEVELOPED MARKETS (EX UK, EX US) EQUITIES

The second quarter was a challenging period for the 
European and Japanese equity markets that constitute the 
bulk of the developed markets ex US, ex UK allocation. 
The economies of Europe and Japan share a number of 
similarities, most noticeably the experimental foray into 
the realm of negative interest rates being pursued by their 
central banks. Whereas accommodative monetary policy 
has been warmly received elsewhere, the policies pursued 
by the European Central Bank and the Bank of Japan have 
not been met with universal acclaim. One significant concern 
is that negative interest rates may undermine the business 
models of European and Japanese banks. While this has 
led to sharp declines in the share price of these banks (see 
Figure 5), it also raises concerns at the macroeconomic 
level. The banking sector is a key source of financing in both 
economies; an important driver of growth may stutter should 
banks scale back their lending.  
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FIGURE 5: ACCOMODATIVE CENTRAL BANK POLICY 
HAS PLACED PRESSURE ON THE BANKING SECTORS 
IN EUROPE AND JAPAN

 
 

 
 
 
 MSCI Europe ex UK Banks Index   
 MSCI Japan Banks Index 

Source: Bloomberg Finance L.P., 31st December 2015 to 31st March 2016, local 
currencies, rebased. 
 

Thomas White International, manager of the Omnis 
Developed Markets (Ex US, Ex UK) Equity Fund, reduced 
exposure to financials early in the quarter. Most noticeably, 
allocations to Italian banks were eliminated in recognition 
of the sector’s need to raise additional capital to the 
detriment of existing shareholders. Proceeds from these 
sales were reinvested in more defensive sectors such as 
telecommunications, health care and consumer staples; the 
stable, positive cash flows of these sectors are an attractive 
quality in a period of economic uncertainty. 

Ultimately, this uncertainty weighed on European and 
Japanese equity markets over the quarter, both of which 
recorded low single digit losses in local currency terms over 
the period. However, for sterling-based investors, these 
losses were more than outweighed by events in currency 
markets. Sterling weakened materially against both the euro 
and the yen, resulting in healthy gains for both European  
and Japanese equities when translated into sterling. 

Omnis launched two new funds mid-way through the quarter, 
the Omnis European Equity Fund, managed by Jupiter Asset 
Management, and the Omnis Asia Pacific Equity Fund, 
managed by Baillie Gifford & Co. At present, the funds are 
both invested – at no additional cost – in existing unit trusts 
run by their respective managers. The Omnis Investment 
Committee believes this to be the most efficient, cost 
effective way of achieving suitably diversified exposure to  
the underlying equity markets while the funds grow in scale. 
In due course, the Omnis funds will be invested in diversified 
portfolios of directly held equities. 
 
It is important to emphasise that both the Omnis European 
Equity and Omnis Asia Pacific Equity Funds continue to 
benefit from their managers’ active stock selection and both 
aim to remain fully invested in their respective markets. 
Thus, investors in both funds will have experienced the local 
currency losses in European and Japanese equity markets 
noted above and, equally, will have benefited from the 
decline of the pound that has translated into material gains 
for sterling-based investors. 
 
EMERGING MARKETS EQUITIES

In dollar terms, the MSCI Emerging Markets index ended 
the second quarter of 2016 almost where it started. In 

between, however, it oscillated between gains of c.2% and 
losses of c.6% as political and economic developments 
shaped and reshaped the outlook in short order. Perhaps 
counter-intuitively, the suspension of the Brazilian premier 
Dilma Rousseff pending an ongoing impeachment trial 
served to ignite a degree of optimism that lifted Brazilian 
equities early in the quarter. The positive market response 
reflects the hope that a new government might be afforded 
the opportunity to end a period of misjudged economic 
management. Meanwhile in China, the authorities’ 
continue to struggle against industrial oversupply, rising 
unemployment and, most critically, debt levels that bear 
an uncanny resemblance to those in western economies 
prior to the financial crisis. Chinese equities proved volatile 
and ended the quarter marginally lower. All major emerging 
markets, however, generated gains over the quarter when 
measured in sterling terms. 
 
Political and economic factors undoubtedly influence the 
returns experienced by investors in emerging market equities. 
However, such factors can be difficult to anticipate and their 
influence can rely to a large degree on investor sentiment. 
Consequently, the investment process employed by Jupiter 
Asset Management, manager of the Omnis Emerging Markets 
Equity Fund, emphasises that fund positioning at both the 
sector and country level is solely a function of where the team 
is able to identify compelling businesses trading at attractive 
valuations. This active, bottom-up stock selection process 
faired well during the quarter. A number of holdings – including 
firms operating in the Brazilian education and Indonesian 
property sectors – performed well having previously fallen  
out of favour with the market due to the perceived impact  
of unfavourable macro and political developments. 
 
UK FIXED INCOME

UK government bonds (“gilts”) have been among the best 
performing fixed income assets over the year to date.  Prior 
to the referendum yields (which move inversely to bond 
prices) drifted downwards, reflecting a less optimistic – 
but still benign – outlook for global and British economic 
growth. Once the referendum result became clear, however, 
the downward shift in yields became significantly more 
pronounced, with the benchmark 10-year gilt yield falling 
below 1% for the first time in history. 
 
The gains made by gilts came in spite of all three of the 
leading credit rating agencies downgrading their assessment 
of the UK’s creditworthiness, an event that might ordinarily 
be expected to trigger losses. In fact, both the gains made by 
the gilt market and the credit rating downgrades are different 
sides of the same coin – the potential for the UK’s withdrawal 
from the EU will elicit a recession and prompt the Bank of 
England to loosen monetary policy. 
 
Against this favourable backdrop, the Omnis UK Bond Fund, 
managed by Columbia Threadneedle Investments, enjoyed 
strong returns. For the majority of the quarter, the fund was 
positioned with marginally heightened sensitivity to falling 
yields. This sensitivity was dialled back in June in reflection 
of the uncertainty surrounding the EU referendum, and 
subsequently increased once again after the result became 
clear. Over the quarter as a whole, this positioning proved 
beneficial to returns.  
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GLOBAL FIXED INCOME

Falling sovereign bond yields were not confined to the UK. 
Over the quarter, benchmark ten-year yields moved to record 
lows in the US and fell into negative territory in Germany. By 
the end of the quarter, it was impossible to earn a positive 
yield from any bond issued by the Swiss government. This 
trend reflected not just the risk aversion that greeted the 
UK’s EU referendum decision, but also ongoing quantitative 
easing in Europe and Japan and a reassessment over the 
outlook for US interest rates. Though the US economy 
continues to expand, the pace of growth appears insufficient 
to merit additional interest hikes from the Federal Reserve in 
the near future. 
 
The Omnis Global Bond Fund, managed by Schroder 
Investment Management, enjoyed the benefits of declining 
yields over the quarter. However, as with the international 
equity funds, returns over the quarter were largely dictated 
by the effects of exchange rate movements. What began 
as healthy returns in local currencies had, by the end of the 
quarter, been translated into material gains for sterling-based 
investors. 
 
While the fund has benefited from the weakening of the 
pound, it is important to remember that any subsequent 
strengthening of sterling will detract from future returns. 
However, given the likelihood of fresh monetary stimulus 
from the Bank of England and the scale of the UK’s current 
account deficit, sterling appears unlikely to rebound 
materially from current levels in the near term.  
 
ALTERNATIVE STRATEGIES

Octopus Investments, manager of the Omnis Alternative 
Strategies Fund, utilises a variety of tools in seeking 
to generate positive absolute returns regardless of the 
prevailing economic and market conditions. The volatility 
of financial markets in the second quarter presented 
challenging conditions in which to pursue this objective. 
Furthermore, the binary nature of the UK’s EU referendum 
posed its own clear hazards, particularly when one 
remembers that the majority of polls pointed towards a slim 
victory for the remain campaign. Against this backdrop, the 
fund performed admirably, generating a small positive return 
and, importantly, doing so while experiencing limited volatility.  
 
Prior to the referendum, the manager decreased allocations 
to equities and placed the proceeds in cash. This decision 
helped manage portfolio risk in the immediate aftermath 
of the vote. However, the manager was expecting a more 
extreme reaction to the UK’s decision to withdraw from the 
EU than the relatively benign scenario that has unfolded in 
recent weeks. In the manager’s view, such a reaction would 
have presented opportunities to rebuild equity allocations 
at attractive valuations. These opportunities have not 
materialised and the manager is consequently retained 
relatively high cash allocations within the internationally-
diversified portfolio. Opportunities to redeploy this cash 
will continue to be sought at the longer-term economic and 
financial consequences of the referendum become clearer 
over the coming months. 
 
The above funds may invest more than 35% of the Scheme Property in 
government and public securities issued by or on behalf of or guaranteed by a 
single names issuer which may be one of the following: the governments of the 
United Kingdom, Japan or the United States of America. 

Omnis Multi-Manager, Managed & 
Multi-Asset Funds 
 
OMNIS MULTI-MANAGER FUNDS, MANAGED BY 
OCTOPUS INVESTMENTS LIMITED

The Omnis Multi-Manager range comprises of the Omnis 
Advanced, Balanced, Cautious and Distribution funds, 
each of which is a ‘fund of funds’ investing in a range of 
other investment funds. Octopus actively allocates between 
asset classes seeking close control of investors’ exposure 
to specific risks. The principal specific risk of the second 
quarter is easily identified. However, the uncertainty 
surrounding the referendum and the wildly different market 
reactions expected in the event of either a ‘leave’ or ‘remain’ 
verdict presented sizeable challenges to asset allocators. 
Octopus reacted by prioritising prudent risk management 
over the binary risk of experiencing exceptionally strong or 
weak returns. Consequently, equity allocations within the 
Multi-Manager funds were reduced in favour of cash prior to 
the vote. All four funds Omnis Multi-Manager made positive 
absolute returns over the quarter. 
 
In addition to managing risk through asset allocation, the 
portfolios can be further refined by Octopus’ careful selection 
of best-of-breed third party fund managers. Over the second 
quarter of 2016, Octopus continued to focus on more active, 
contrarian investment managers who are seeking to identify 
attractive opportunities at the stock level. Funds likely to 
benefit in the event of further sterling weakness were also 
added to the portfolios. 
 
OMNIS MANAGED FUNDS, MANAGED BY 
THREADNEEDLE ASSET MANAGEMENT LIMITED

The Omnis Managed range comprises of the Omnis 
Managed Advanced, Balanced and Cautious funds. The 
Omnis Managed funds are ‘funds of funds’ – that is, they 
invest in a range of other investment funds. This range is 
limited to other funds managed by Columbia Threadneedle 
Investments. In this way, the Omnis Managed funds are able 
to benefit from the stock selection skills of well-regarded 
specialist fund managers.  
 
In addition, Threadneedle seeks to add value through 
applying a measured, medium-term view to asset allocation. 
The prescience of the manager’s asset allocation decision-
making was highlighted in the second quarter as underweight 
allocations to UK equities – implemented in the first quarter 
in recognition of the political and economic uncertainties 
attached to the EU referendum – proved beneficial both 
in terms of risk management and performance. The 
underweights in UK equities were balanced by overweight 
allocations to international equities, most notably in the 
developed markets component. International equities 
enjoyed strong gains over the quarter on the back of 
sterling’s depreciation. All three Omnis Managed funds made 
positive absolute returns over the quarter. 
 
The above funds invest principally in units in collective investment schemes. 
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Past performance is no guide to future performance and may not be repeated. The value of your investment, and any income derived from it, may go down 
as well as up and you may not get back the full amount invested.

The Authorised Corporate Director (ACD) of the Omnis Portfolio Investments ICVC and Omnis Managed Investments ICVC is Omnis Investments Limited (Registered 
Office: Washington House, Lydiard Fields, Swindon SN5 8UB), which is authorised and regulated by the Financial Conduct Authority. The ACD is entitled to be paid 
a fee from the funds of the ICVC. This is not an additional cost to you but will be paid out of the fund charges detailed in the prospectus and the relevant key features 
document.

Omnis Investments Limited is not able to provide advice. Omnis Investments Limited is registered in England and Wales under registration number 06582314.

OMNIS MULTI-ASSET INCOME FUND, MANAGED BY 
NEWTON INVESTMENT MANAGEMENT LIMITED

The Omnis Multi-Asset Income fund targets an attractive, 
relevant and sustainable level of income, together with 
the potential for real capital growth over the long term. 
Investing directly in equities and bonds, together with a 
range of alternative asset classes including infrastructure, 
the managers are able to target the most attractive point in a 
company’s capital structure and to ensure that pursuit of the 
yield objective does not subject investors’ capital to undue 
risk. Nonetheless, a degree of fluctuation in the capital value 
of the fund is to be expected as the manager targets growth 
opportunities, provided the level of income distributed by the 
fund can be sustained. 
 
The fund made solid gains over the second quarter of 
the year. Returns were driven by falling yields within 
the fixed income allocation, currency-boosted gains for 
international equities and relative stability within the fund’s 
infrastructure investments. Furthermore, while the ability of 
many British companies to continue paying dividends has 
been questioned, the Omnis Multi-Asset Income fund has 
continued to earn a stable and attractive stream of income. 
 
As has been well documented by the press, the UK property 
sector has experienced severe turmoil in the aftermath of the 
EU referendum. Faced with a flood of investors seeking to 
redeem their investments, many bricks and mortar property 
funds have been forced to suspend redemptions, effectively 
preventing investors from selling their holdings. It is worth 
emphasising that, while property funds are an integral part  
of many income-focused propositions, the Omnis Multi-Asset 
Income Fund does not and will not invest in such funds.  
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