
Conventional asset allocation will often imply constant risk for each asset class, when in fact

volatility is by definition very volatile itself and increases especially during tail (rare) events.

By maintaining our target volatility, the fund can limit the losses suffered by a portfolio during

severe market downturns. During a spike in volatility, we have the ability to move into more

secure assets, such as bonds, thereby shielding the fund value from a significant market

decline or into systematic managers that can benefit from a downward trend. Once volatility

levels decline and the fundamentals show market sentiment in equities, we can then

increase our allocation and participate in the upturn.

We measure volatility using annualised standard deviations from real monthly returns, and

calculate future volatility of the portfolio by looking at historic volatility per asset class.

Our dynamic asset allocations adapt to changing market conditions, adjusting the Portfolio

accordingly, on a quarterly basis. The Investment manager looks to avoid excessive trading

(thereby reducing transaction costs), by implementing the strategic allocations every three

months and tactical allocations when opportunity presents. By rebalancing portfolio weights

in an attempt to achieve an explicit volatility target, the strategy seeks to provide a more

consistent risk / return profile for the investor.

Our Risk Management Process: UCITS compliance

Key Risks Considered

Below are the most significant risks that

can affect a company.

Regulatory risk – the risk that the

Company does not comply with relevant

law and regulation.

Investment risk – the risk that the

investment policy, investment strategies

and performance adopted for the

Company is inappropriate, ineffective or

not properly implemented.

Operational risk – the risk of a material

error by the Company's operational

delegates.

Financial solvency risk – the risk that

the Company lacks sufficient financial

resources to meet its current or

anticipated future liabilities.

Financial control risk – the risk of

a failure in standing financial controls

leading to misstatement of results

or fraud.
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RISK MANAGEMENT
The following section outlines how the investment strategy, pursued by the

Principal Asset Allocation Fund, targets a defined level of risk, monitors

volatility and considers various stress testing methodologies, in order to

provide a more consistent risk / return profile for the investor.
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The risk-control framework within a UCITS entity is extremely comprehensive. All UCITS funds must have an approved “Risk

Management Process” (RMP) document which sets out the nature of assets and instruments that the fund can hold, detailing the

associated risk and how those risks are potentially managed and controlled.

This is a detailed process and assists in defining limits on investments and borrowing, in effect helping to spread the risk. There are

limits in place on the Fund in relation to leverage, counterparty risk and position exposure to financial instruments and transferable

securities. The RMP will also consider material risks, including liquidity risk and operational risk (based on the manager’s approach).

UCITS rules require a comprehensive governance framework such as the appointment of independent directors, quarterly board

meetings and conducting extensive due diligence on the officers / designated persons responsible for the oversight and the management

of the UCITS vehicle.



UCITS regulation provides two approaches to risk management

the Commitment Approach and the Value at Risk (VaR) approach.
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FUND INSIGHT

Main Components  to Measure VaR

Time Period - This can range from a day 

to  several years.

Confidence Level - Reflects the

uncertainty associated with the sampling

method for estimating the returns of the

portfolio and is described as an interval.

For instance, a 95% confidence level

means that in 95% of the occurrences,

the portfolio loss will be less than the VaR

and will exceed the VaR in only 5% of the

occurrences.

Loss amount - Is expressed as a

percentage or an amount.

FUND INSIGHTRISK
MANAGEMENT

The commitment approach states that the net exposure of certain financial instruments

(derivatives) cannot exceed 200% of the fund’s net asset value (NAV). There are complex

rules to translate the value of the derivatives held by a portfolio into equivalent amounts of

underlying assets. Other rules concern the process of offsetting exposures to come up with

a final exposure of derivatives, also called “global exposure” or leverage.

The VaR approach is a measure of the risk of losses of a portfolio under normal market

circumstances. The PAA Fund applies an “historical simulation”, monitoring intra-day, daily,

weekly, monthly and quarterly historical returns. We apply this data across a varied set of

scenarios to determine an absolute risk value over a specified time period and at differing

confidence levels.

Under UCITS rules, we maintain a register of internal limits and measures within our VaR

process. This details our confidence levels of any holding that we have within our portfolio.

We maintain a relative VaR limit of two times the VaR of the MSCI World Index based on a

confidence level of 95%, meaning our portfolio would never exceed these defined levels.

Commitment

PASS
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Stress testing: We look at the effect of historical scenarios on the portfolio returns as well as hypothetical events and their

consequences. Reverse stress testing is used to assess the resilience of a portfolio to extreme events by identifying which particular

outcomes could lead to losses that exceed a given level. The advantage of such tests is that they allow the potential returns on

investment strategies to be examined and focus attention on potential (adverse) returns, provided during times of extreme market

conditions.

Correlation risk: Correlation risk has become more of a focus recently, as asset classes and markets have become more correlated to

each other and this creates contagion risk. It is this rising correlation between asset classes, rather than market volatility, that can

inadvertently result in a potentially higher than desired level of portfolio risk. In this case, alternative investments can help investors

diversify portfolios with uncorrelated sources of returns.
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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. The asset detailed within the factsheet are correct as at 4th May 2016 and are subject to change, whilst operating within the objectives of the Fund. The Investment Manager may use derivatives for investment purposes as well as for

efficient portfolio management. 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 factsheet 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, May 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.


