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CONTROLLED VOLATILITY
Controlled Volatility Control is an investment approach which has been 

employed by many investment managers for a number of years; it’s a 

method to control the risk of their portfolio allocations. 

What are the advantages of Controlled Volatility?

The performance of equity markets over the last 15 years has shown us that equity volatility is not merely a “bump in the road” that 

investors just need to ride out.  Equity volatility can result in an index being under water to long time horizons, or see a market provide little 

or no return over a 12 month period, seeing flat returns in a market despite spikes in volatility. 

Given the volatility that markets have experienced over the last ten years, Volatility Control strategies look attractive in return terms 

compared to a conventional investment. In many ways, this is misleading, as it creates the impression that these strategies should be 

expected to outperform conventional allocations over the long term. They should not. Instead, we can expect from this strategy better     

risk-adjusted returns compared to a conventional allocation 

What are the risks inherent in Controlled Volatility Control?
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Volatility Control protects investors in periods where the volatility of the risky asset rises above the target. However it is of course possible

that the value of the risky asset could decline materially over a prolonged period of time without volatility increasing, and in this case volatility

control would offer no advantages against a conventional allocation. Long term controlled volatility may

underperform the conventional indices.

The scatter chart shows the standard deviation and annualised returns of PAA vs major markets.
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Controlled Volatility as a concept is the management of assets through continual rebalancing between a risky asset holding (often, but 

not always, equity related) and cash holdings or offsetting risk by adopting risk mitigating strategies. At any given point in time, the volat

ility of the portfolio measured on a trailing basis should remain roughly constant: if the trailing volatility of the equity holding goes up (us

ually associated with an equity market fall), then the allocation to equity will decrease in favour of cash. We believe a Volatility Control s

trategy is a strategy that can deliver equity-like returns with substantially lower volatility. 

Principal Asset Allocation 

incorporates a volatility control 

process that seeks to reduce risk 

when portfolio volatility is expected 

to deviate from the fund’s targeted 

total return volatility of 10% over a 

one-year period.
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*Past Performance data provided is not a guide to, or a reliable indicator of, future performance. Please refer to the Fund’s offering supplement for further information. The information detailed in this document is indicative and 
is for information purposes only. 

Important Information: Past performance should not be seen as a guide to future performance. The value of this investment and the income from it can go down as well as up, it may be affected by exchange rate variations and 
you may not get back the amount invested. This document should be read in conjunction with the Fund’s Prospectus which together with the Application Form, form the basis of any application. The outlook expressed in this 
document represents the views of Mansard Capital Management Ltd. as the Investment Manager of the Fund at the time of preparation. These views may be subject to change and should not be interpreted as investment 
advice. A list of risk factors is detailed in the Prospectus and an investment should not be contemplated until the risks are fully considered and understood. Current tax levels and reliefs will depend on your individual 
circumstances. If you are unsure of the suitability of this investment please contact your Financial Adviser. The Investment Manager, Mansard Capital Management Ltd. is authorised and regulated by the Maltese Financial 
Services Authority (MFSA Registration Number 50163). The Sub-Investment Manager, AJ Bell Investments LLP is authorised and regulated by the Financial Conduct Authority (FCA Registration Number 518280) and is registered in 
England and Wales. The sub investment manager’s registered office is Trafford House, Chester Road, Manchester, M32 0RS with a registration number OC355313. This document is issued and approved by Mansard Capital 
Management Ltd, June 2016. The Principal Asset Allocation Fund is a Sub-Fund of Gemini Investments Fund Plc, an umbrella type open-ended self-managed investment company with variable capital incorporated on 1 June 2010 
with limited liability under the laws of Ireland with segregated liability between Funds. The Company is authorised in Ireland by the Central Bank of Ireland pursuant to the European Communities (Undertakings for Collective 
Investment in Transferable Securities) Regulations 2003 (S.I. No. 211 of 2003) (the “UCITS Regulations”), as amended. 

Prospective investors should consider the investment risk, objectives and expenses of the Fund before investing. The Fund’s prospectus and supplement documents will contain all relevant information, which may be 
obtained through the Gemini website or by contacting a Mansard representative.
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Between 1950s and 1990 the 

traditional method adopted by 

most “balanced” managers was 

to reduce risk by having a 50/50 

or a 40/60 exposure to bonds 

and equities. 
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FUND INSIGHTDIVERSIFICATION

In today’s markets, where there are so many external influences that can create short term 

volatility and uncertainty, traditional methods of holding a mixture of bonds and equities to 

create a balanced portfolio no longer works. Historically there have been times where each 

approach would have outperformed the others. We believe that active relocation of capital 

in a blend of strategies is the source of superior risk-adjusted returns over the long term.  

The chart below shows the impacting of applying a balance between bonds and equities
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Unlike most traditional managers our portfolio is not aligned directly with any single market 

nor does it have a bias towards equities.
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Multi Asset diagram above consists of 35/35/10/10/10 split in World equities/Barclays Global 

bond/GSCI commodities/Dollar Index/REIT index. 

Unlike most traditional 

managers our portfolio is not 

aligned directly with any single 

market, nor does it have a bias 

towards equities.
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The most important thing to get right in a portfolio is the asset allocation. We believe that a truly diversified portfolio should include all major

asset classes and that this method provides the recipe for consistent positive compounded returns. A diversified approach will reduce

volatility and improve the likelihood of a positive outcome. Investing in multiple assets allows us to adapt our portfolio and strategy in

various market conditions, helping to provide an “absolute” return.
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