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Welcome to the tenth edition of Perspectives.

Following strong performances throughout much of 2017, the majority of global markets have consolidated over recent 
weeks. Importantly, near-term weakness is still playing out in the context of uptrends and a supportive global credit 
backdrop. 

In this edition, we highlight two strong performers of 2017: Frontier Emerging markets and Bitcoin. Cryptocurrencies and 
the Blockchain have been hot topics throughout most of the year and with bitcoin reaching $15,000 at the time of our 
writing, we seize the opportunity to revisit the investment thesis as “institutionalization” of cryptocurrencies could be-
come a strong theme in 2018. Frontier emerging markets is for sure closer to our core business - this month, we highlight 
the reasons of our long-term positive stance on this segment of the market.

The Special focus of this edition is about investing into emerging managers instead of allocating exclusively to the big 
names. This Fund lifecycle theory has been well documented by academics and we explain thereafter why it should be 
integrated into a fund selection and asset allocation process.

Last but not least, we share our key takeaways from our latest trip to Saudi.

We hope you will enjoy this issue.
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Introduction

For those who have been reading us on a regular 
basis, you might remember the Special Focus sec-
tion of Perspectives July/August 2017 - “An inves-
tor’s guide to Bitcoin”. At that time, Bitcoin was 
hovering around $2,500, a price which was already 
seen as outrageous by the investment community.

Back then, the goal of the article was not only to 
explain what was behind the Bitcoin story but also 
to take a positive stance on Bitcoin fundamentals, 
a view which was obviously contrarian to the pop-
ular narrative. This constructive outlook was based 
on the following key points:

1) Despite all the negative headlines, there are rea-
sons to believe that Bitcoin has the potential for a 
great future – indeed, Bitcoin is the first practical 
solution to a longstanding problem which is how to 
establish trust between otherwise unrelated par-
ties over an untrusted network like the Internet. 
We then pointed out that the consequences of this 
breakthrough were hard to overstate; 

2) Bitcoin is a digital currency, whose value is 
based directly on two things: use of the payment 

system today – volume and velocity of payments 
running through the ledger – and speculation on 
future use of the payment system. As it was the 
case with stories such as the Internet, Google, eBay 
or Facebook, Bitcoin is a classic network effect, a 
positive feedback loop. The more people who use 
Bitcoin, the more valuable Bitcoin is for everyone 
who uses it, and the higher the incentive for the 
next user to start using the technology – and the 
more Bitcoin has value;

3) To estimate the fair value of Bitcoin, we divided 
the market opportunity for Bitcoin into two major 
sources of demand:
a) Bitcoin being used as “digital Gold”;
b) Bitcoin being used as a “payments utility”. Based 
on a classic demand / supply analysis, we derived 4 
estimated 2020e price for bitcoin: i) conservative 
scenario: $2,244; ii) median scenario: $4,488;
iii) Optimistic scenario: $7,591;
iv) Very optimistic scenario: $12,412

Fast forward to December 2017, the rise of Bitcoin 
has exceeded by far our most optimistic predictions 
and has taken the investing world by storm (see 
chart in the next page). Over the past 6 months, 
Bitcoin has quadrupled in value and is now the 6th 
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largest currency in size. Bitcoin has crossed sever-
al key psychological levels at a meteoric pace – it 
took 3 months for bitcoin to move from $3,000 to 
$5,000, 6 weeks to rise from $5,000 and $10,000 
and less than a week to reach $14,000.  

On the face of this explosive rise, the debate contin-
ues between the sceptics, often from the tradition-
al backgrounds in banking and money management 
who believe the new world of cryptocurrencies is a 
bubble and will very soon come crashing back down 
to earth, and true believers who proclaim that bit-
coin and associated technology will revolutionize 
finance.

Given the increasing focus on this theme we thought it 
would be helpful to give an update on these two com-
peting perspectives. In the last part of this article, we 
explain why we believe bitcoin has the potential to be-
come an emerging asset class and what could poten-
tially justify even higher valuation levels.

The arguments of the sceptics

When “googling” bitcoin, an immense majority of the 
comments are negative ones with “Ponzi scheme”, “ha-
ven for criminals”, “tulip mania” and “bubble” being the 
terms most often used.  

The main argument by the sceptics is that existing 
cryptocurrencies will never become equal to fiat mon-
ey unless governments legitimate them. They argue 
that Bitcoin is too volatile and unstable to be used as a 
real currency – how can you pay salaries, taxes or sign 
trade contracts in Bitcoin if the price can move by 30% 
within a week?

Another argument used by the bears is that Bitcoin 
cannot be measured using fundamental analysis be-
cause it has no intrinsic value, it does not generate 

The meteoric rise of Bitcoin
Source: Bloomberg

profit, does not grant rights of ownership or does not 
relate to debt instruments. As there is no intrinsic val-
ue, the price can only be driven by speculation they say.

This absence of intrinsic value is not a barrier for some 
investors – e.g Mike Novogratz, a former macro hedge 
fund manager at Fortress and a figure on Wall Street, 
also has displayed the opportunistic cynicism of a 
trader in his approach to bitcoin, happily predicting a 
speculative gold rush rather than the value of bitcoin 
would rise based on its justified fundamental value. 
“This is going to be the largest bubble of our lifetimes,” 
he said in a recent television interview. “You can make 
a whole lot of money on the way up, and we plan on it.”

Moving back to bitcoin bears, JP Morgan CEO James 
Dimon has one core problem with cryptocurrencies: 
“You can’t have a business where people are going to 
invent a currency out of thin air”. But wait a minute – 
isn’t Mr Dimon aware that countries also create fiat 
currencies out of thin air? (In Latin, fiat means “let it 
be done”…) As a remainder, it has been four decades 
since the American dollar was removed from the gold 
standard.

And in any event, most of gold’s value doesn’t arise 
from its physical attributes, neither from dividends nor 
from earnings. It is indeed because investors have be-
lieved in its value for thousands of years.

Of course, fiat currencies like the dollar have the back-
ing of a sovereign nation. Digital currencies are obvi-
ously far more speculative, have been around for only a 
few years, and don’t have government underlying sup-
port. But almost all currencies today are conjured up 
from nothing – the euro didn’t even exist 20 years ago 
– and their value is largely dependent on trust.

Talking about “thin air”, let’s keep in mind that fiat cur-
rency can be devalued by centralized monetary policy 
whereas one of the advantage of bitcoin is that the to-
tal supply is fixed.



Another issue raised by Mr Dimon is that Bitcoin has 
only value for people who want to bypass the tradi-
tional banking system for illicit purposes, including 
“murders and drug dealers” or people living in coun-
tries with repressive governments like North Korea 
and Venezuela. He doubts that this is a large market 
opportunity.

What Mr Dimon and other sceptics might miss is that 
new use cases for digital currencies are just starting to 
take shape. They are now being used to create value in 
the way that Silicon Valley has traditionally done so: 
regulatory arbitrage – e.g Airbnb avoided hotel taxes 
and regulations, Youtube played fast and loose with 
copyright rules, etc. Similarly, some entrepreneurs are 
using the blockchain as a way to avoid certain regula-
tory requirements for raising capital. As a rule, Silicon 
Valley prefers to ask for forgiveness rather than per-
mission.  

Bitcoin bears have also been pointing towards some 
of the technical challenges that bitcoin is facing as a 
mean of payment. Among the arguments highlighted, 
the fact that Bitcoin isn’t easy for the average consum-
er to use, it isn’t widely accepted by merchants yet, 
that bitcoins can be (and have been) stolen through 
hacking but also that the blockchain in its current form 
could not handle the transaction volume if bitcoin were 
to become widely used. Most of these arguments are 
true but one needs to keep in mind that the Bitcoin 
software keeps evolving, that adoption by merchants 
is quickly improving, etc. 

Last but not least, one of the psychological barrier 
which has refrained the bears to invest recently is the 
high $ price of one unit of bitcoin. This is by the way 
one of the aspect which prevented some investors to 
enter Google or Amazon, as a stock split would have 
probably attracted much more retail money. One ele-
ment that the bears are missing here is that bitcoin 
as currency might be used through satoshis, which is 
0.00000001 Bitcoins. At current bitcoin price, you can 
buy around 6,700 satoshis with one dollar. This makes 
the virtual currency suddenly much fancier… 

What gives Bitcoin value? The arguments from the 
bulls

As already highlighted above, the value of cryptocur-
rencies like bitcoin, just like any other kind of money, 

comes fundamentally from what you can do with it – i.e 
transactions and savings.

The main argument by the bulls (and this has been 
part of our positive reasoning as well) is that the use 
of Bitcoin for transactions and savings is on a roll, i.e 
adoption rate is rising fast.

Price, as always in economics, is simply a matter of de-
mand and supply. When demand is rising faster than 
supply, the currency will go up in price. And if demand 
is rising slower than supply, price will go down.

Since bitcoin was born in 2009, it has generally en-
joyed demand rising much faster than supply, hence 
price has soared. Over the same period, the US dollar 
has been going down as demand failed to keep up with 
dollar creation.

So what are the evidences that bitcoin demand is on 
the rise? Let’s first look at transactions.

As shown on the chart below, the number of Bitcoin 
transactions have been rising exponentially.

Back in 2013, there was roughly 50,000 transactions 
per day. We are now hovering around 450,000 trans-
actions per day. The daily transaction value recently 
reached USD 4 billion a day.

But let’s first take a step back. When we talk about 
transactions, we need to think about the money we 
carry in our wallet or checking account. Savings is the 
rest of what we have in the bank. It’s worth mention-
ing here that that vast majority of money demand is 
indeed savings, making up 90% or more of all money 
demand.

The reason this matters is because if we know what 
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transactions cryptocurrencies are good at, we can 
estimate how much money demand they’ll start pull-
ing from fiat money or gold, and therefore how much 
those cryptos will increase in price.

For transactions, some features that matter are cost 
and speed of transaction, anonymity, reversibility, 
counter-party risk, regulatory treatment. For savings 
demand, those factors are overwhelmed by the specific 
question of how well the currency keeps its price.

As highlighted above, use of bitcoin for transactions is 
on a roll. More and more merchant are accepting bitcoins 
and there are evidences that some of the “big boys” will 
soon onboard it (Amazon recently bought three domain 
names related to cryptocurrency and already owns the 
«amazonbitcoin.com»). But the reality is that the vast 
majority of money moving around in the economy is not 
goods and services — buying a cup of coffee, or a plane 
ticket — rather financial movements.

Paying salaries, buying and selling stocks or bonds, in-
vestments and dividends. These occur mostly by bank 
transfer, which account for 80% of all money moved in 
the US. Another 15% goes by check, leaving just 3% 
for credit or debit cards, and 4% for paper cash. Most 
money payments worldwide are, of course, denominat-
ed in fiat currency like dollars or yen — about 99% by 
amount.

How can bitcoin be superior to fiat currencies when 
it comes to financial movements? The very simple an-
swer is fees and speed.

Indeed, on cost of transaction, bitcoin’s fees nowa-
days average about $1, and don’t vary by amount you 
transfer. You can send one bitcoin, worth $15,000, or 
1,000 bitcoins, worth $15 million, and the fees are still 
a dollar. In contrast, banks typically charge a percent-
age of the transaction, which adds up on million-dollar 
transfers.

Meanwhile, on speed bitcoin is much faster than banks; 
between 10 minutes and an hour to confirm a transac-
tion, while banks take days.

So bitcoin beats on the most important application of 
money: financial transfers. The one caveat here is ex-
change costs. Just as you pay fees and spreads when 
you exchange your dollars for yen, every time you con-

vert dollars into bitcoin you’ve got to pay fees and 
spreads. This means that bitcoin’s low fees only really 
dominate if both the sender and receiver are keeping 
the money in bitcoin. This is for this reason that the 
market gives a lot of credit to the positive feedback 
loop: the more value the market gives to bitcoin, the 
more valuable it will be in the future.

James Altucher – the founder of “Chose Yourself Fi-
nancial” and one of the most vocal bitcoin bull – high-
lighted that society has made major changes to its cur-
rency a few times in history: Gold replaced barter as a 
transactional currency; paper money replaced gold as a 
store of value; and bitcoin and other cryptocurrencies 
are going to replace paper money as a transactional 
currency.

While the rising role of bitcoin as a transactional cur-
rency is one of the strong argument by the bulls, the 
savings role of bitcoin is the other strong tailwind 
highlighted by bitcoin believers. To their opinion, the 
acceptance of bitcoin as a store of wealth by retail and 
institutional investors is rising and they see bitcoin and 
other cryptocurrencies emerging as a new asset class.

The emergence of a new asset class

“First they ignore you, then they laugh at you, then 
they fight you, then they invest in you”. That’s the 
scene that bitcoin investors and enthusiasts are facing. 
After years as an underground digital currency and a 
running joke in the world of finance, bitcoin is suddenly 
attracting attention from a growing number of inves-
tors who once called it a scam: the big institutions of 
finance, who collectively control trillions of dollar. 

The reason for this sudden interest: “FOMO” or fear 
of missing out, is often said to be one of the most 
powerful psychological forces in finance. As retail in-
vestor interest in bitcoin and other cryptocurrencies 
has surged, investment professionals have often cast 
confused and disapproving looks towards what many 
believe is a wild and speculative bubble.

But in a year when the price of bitcoin has risen almost 
15x times, there are signs of tentative interest from main-
stream finance. Once met with bafflement in financial 
circles, bitcoin appears to have graduated to even being 
discussed as a fully-fledged “asset” in some of the more 
rarefied offices of Wall Street and the City of London.

7
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To former hedge fund manager Michael Novogratz, 
“the institutionalization of this space is coming pretty 
quickly”. 

Even a small fraction of that money flowing into bit-
coin would mark the most significant step in the his-
tory of the blockchain-based system. If the only thing 
bitcoin is currently missing is the security of knowing 
it has widespread buy-in from the finance world, this 
could soon change. It would be nothing less than the 
official acceptance of bitcoin as digital gold - a recog-
nized store of value that serve an important role in the 
global economy.

So far, Bitcoin has mainly been mainly the darling of re-
tail investors. Coinbase, which is among the most well-
known platforms used to buy and sell cryptocurrencies 
like bitcoin and ethereum, announced at the end of 
November that it had reached a user base of 13 mil-
lion. For context, we can compare this number to the 
user base of Charles Schwab, a major online brokerage 
platform. At the end of 2016, it was said to serve 10.2 
million online accounts.

Hedge funds have been steeping in over the last few 
months. UK research outfit Autonomous NEXT has 
counted 68 crypto hedge funds. Their strategies range 
from investing in “initial coin offerings” — which raise 
money by selling investors digital tokens in exchange 
for cryptocurrencies — to holding bitcoin and other 
cryptocurrencies, such as Ether and Litecoin.

Once it comes to institutional investors, the big news 
came from CME Group, a giant in the finance world 
for its role as a marketplace for options and futures. 
Last month, CME announced that it would be mak-
ing a new product: a future contract based on bitcoin. 
The prospective launch of bitcoin futures contracts by 
established exchanges in particular has the potential 
to add legitimacy and thus increase the appeal of the 
cryptocurrency market to both retail and institutional 
investors.

There are other efforts to make it even easier to invest 
in bitcoin without having to go through the trouble 
of setting up a digital wallet. Bitcoin ETFs (exchange 
traded funds) are expected to gain the necessary gov-
ernment approval and begin trading. 

This does two things. First, buying bitcoin will now be 

as easy as buying a stock. Second, it provides the tools 
necessary for big money to start investing in the future 
of bitcoin, opening the door to the hundreds of billions 
of dollars managed by pensions and retirement funds. 

With the launch of “traditional” instruments on bitcoin 
and other cryptocurrencies, the question that arises 
is about whether a new asset class is emerging, po-
tentially competing with other more traditional asset 
classes. 

At the end of November, JP Morgan (!) highlighted 
a very important point regarding flows into crypto-
currencies. The net flow into cryptocurrencies is very 
much a function of coin creation which is controlled 
by computer algorithms and in the case of bitcoin is 
diminishing over time. The chart below shows the net 
amount of money invested every year due to coin cre-
ation since 2009. The cumulative amount has totaled 
around $6bn since 2009, well below the current mar-
ket cap of $300bn. So the net amount that has been 
injected into cryptocurrencies so far has been relative-
ly small and as a result cryptocurrencies have not yet 
posed a threat to other asset classes from a flow per-
spective. This could very well change with the launch of 
new instruments such as futures, ETFs, mutual funds 
and hedge funds. 

All these news are very important for an asset class 
that derived its value from its breadth of acceptance: 
the broader its acceptance, the broader its utility as a 
store of wealth and means of payment and the higher 
its value. In other words, the perceived value would rise 
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over time if more people use bitcoin and other cryp-
tocurrencies as a store of wealth and more merchants 
accept it as a means of payment in exchange for goods 
or services. This is precisely what has been feeding the 
positive feedback look currently enjoyed by Bitcoin.

Putting numbers in perspective

As highlighted above, there is growing acceptance of 
bitcoin both as a use of payments and store of value. 
But for investors, given the stratospheric apprecia-
tion of bitcoin since the start of the year, the $1bil-

Based on this table, the most outrageous projections 
such as $1,000,000 do not make much sense. But con-
tinued appreciation of bitcoin could very well be in the 
cards. Most of the upside potential depends on the 
adoption rate, just as it does with any new technology. 
One advantage for bitcoin in terms of price: incremen-
tal supply comes on very slowly, unlike other tech-en-
abled products like smart phones where manufactur-
ers produce as many units as possible. 

Conclusion

As there are only a few weeks of trading left in 2017, 
one thing is sure: the vast majority of investment 
professionals have been wrong on Bitcoin. They have 
missed the biggest rally of all-time. 

While the “bitcoin bears” might be right on the long 
run, they now face pressure by their clients to come 
with at least a view on bitcoin and other cryptocur-
rencies. And while the skeptical investors so far had 
the excuse of bitcoin not being investable through the 
traditional investment vehicles, 2018 will see a wave 
of investment options coming to the market: futures, 

swap/options, ETFs and funds will be made available 
to institutional and retail investors. All these instru-
ments are participating to the potential emergence of 
a new asset class and reinforce the positive feedback 
loop bitcoin has been enjoying in 2017. 

Indeed, the prospect of this money getting into bitcoin 
is huge. The biggest knock on bitcoin has been that it 
is not generally seen as having value except by the peo-
ple who value bitcoin. That’s some circular logic, but 
that’s pretty much how value works. Things have value 
if everyone agrees they have value. Bitcoin’s value was 
limited and scary because there weren’t enough people 
agreeing to its value.

Now, the opposite could be true. Bitcoin is in line to end 
up exposed to the global economy just like every other 
investment asset. Whereas bitcoin was insulated within 
its own market for a long time, now it will face a variety 
of other economic forces that can swing its value.

So, is Bitcoin in a bubble? Most likely, but as Georges 
Soros said in early 2009: “When I see a bubble forming, 
I run into it, adding fuel to the fire”.

9

lion question is if it is already too late to jump into the 
bandwagon.

Among the bulls, some investors are now betting on 
medium-term target price of $20,000, $100,000 or 
$1,000,000. Do these numbers make any sense?

To try answering this question, we look at what would 
be the market share of bitcoin depending on various 
monetary aggregates to justify these level of prices – 
see the table below.

www.almalcapital.com

PERSPECTIVES
December 2017

What will be the market share of bitcoin versus various money aggregates if bitcoin reaches…



PERSPECTIVES
December 2017

www.almalcapital.com

10

Is there a risk for Bitcoin crashing in the coming 
weeks or months? This is also very likely, and giv-
en the massive appreciation of Bitcoin this year, the 
drawdown could be consequent as well. 
 
Based on this, what could be a decent investment 
strategy for investors willing to allocate to Bitcoin 
without taking too much risk? To our opinion, the 
best approach is to consider it as a similar invest-
ment than Gold, but to size the bet according to vol-
atility.
 
For instance, let say that you have historically been 
allocating 5% of your global portfolio to Gold – 
mainly for diversification purposes. If you seek to 
allocate to Bitcoin – and given that Bitcoin volatility 
is 5 times larger than Gold volatility, your target-
ed allocation to Bitcoin within your global portfolio 
should be 1%.
 
This doesn’t sound like a huge amount – but if all 
asset allocators around the world follow the same 
approach, we are talking about $2 trillion dollar to 
be allocated to Bitcoin over the coming years…
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Introduction

A study by Willis Towers Watson in 2016 shows that 
the world’s top 20 managers’ share of the total assets 
stood at 42%. The trend continued in 2017, as the 
largest asset managers and funds attracted the vast 
majority of capital flows. 

One could easily hypothesize the reasons for this 
trend – the role of large pension and sovereign wealth 
fund investors, the perceived safety in larger, less vol-
atile funds, lower monitoring and due diligence costs,  
herding or the minimization of career risk (i.e you 
don’t get fired by selecting a large and well-known 
fund).

Whatever the reasons, it seems that many investors 
are under the wrong impression that the right timing 
to invest in a fund is when it has a long track record 
and large assets under management (AUM).

Bigger is not always better

It is indeed disturbing that many investors – mainly 
institutional investors – and family offices may sig-
nificantly narrow down the number of fund managers, 
looking for at least five years’ track record and over 
US$300-500 million in managed funds.

Several academic and industry research has suggest-
ed that large size can have a negative impact on fund 
performance and performance persistence. In 2005, 
Getmansky noted a “positive and concave relationship 
between fund size and performance, which suggests 
funds have an optimal size and that exceeding that 
size has a negative impact on performance.” Similar 
conclusions were reached regarding the persistence of 
performance. Boyson (2008) noted that “performance 
persistence is strongest among small, young funds. A 
portfolio of these funds with prior good performance 
outperformed a portfolio of large mature funds with 
poor performance by 9.6 percentage points per year”.

Hence, it is not surprising that many high-profile mu-
tual funds are “hard-closing” at some stage of their 
growth and that some hedge funds have recently re-
turned capital to investors citing their massive size as 
the enemy of performance. As it has already been well 
documented, the investment opportunity set becomes 
more limited as the fund grows in size. This is partic-
ularly true in the less liquid parts of the market (e.g 
Emerging markets, small caps, credit, etc.).

Warren Buffett talked about the problem that invest-
ment success can bring about in his 1995 sharehold-
er letter: “The giant disadvantage we face is size: In 
the early years, we needed only good ideas, but now 
we need good big ideas. Unfortunately, the difficulty 
of finding these grows in direct proportion to our fi-
nancial success, a problem that increasingly erodes our 
strengths”.

But there is another dimension that also needs to be 
taken into account when it comes to selecting funds 
and managers – the stage of development. In any busi-
ness, the life cycle refers to the various stages of devel-
opment of a company – from start-up to hiring its first 
employees to expanding into new markets. Each stage 
has its own unique characteristics and the focus of its 
managers will reflect the current point in its life cycle.

While each fund manager is unique and will have a dis-
tinct life cycle, various research indicate that mutual 

SPECIAL FOCUS
“The Fund Lifecycle Theory ”
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funds generally exhibit similar patterns of progression.

The Fund Life Cycle theory

As Wall Street editorialist and former hedge fund 
analyst Sheelah Kolhatkar wrote, “after a decade as 
rock stars, most fund managers seem to be fading 
just as quickly as musicians do.” 

She went further in highlighting the four-stage evo-
lutionary life cycle of a fund:

“During the early period, when a fund is starting 
out, its managers are hungry, motivated, and often 
humble enough to know what they don’t know. This 
tends to be the best time to put money in, but also 
the hardest, as the funds tend to be very small.”

“Stage two occurs once the fund has achieved some 
success, when those making the decisions have 
gained some confidence but they aren’t yet so well-
known that the fund is too big or impossible to get 
into.”

“Then comes stage three—the sort of plateau before 

When is the “sweet spot” of investing?

Understanding where a fund manager is in its life 
cycle has important implications for investors, in-
cluding when to hire, or terminate a manager, and 
establishing proper expectations for return, volatil-
ity, and correlation.

As shown on the chart in the next page, the growth 
and early maturity stages of a fund represent the 
“sweet spot” for investing. It is the time window where 
the fund manager is most likely to generate solid, con-
sistent excess returns and has developed a sustainable 
business and stable operational infrastructure.

the fall—when the fund gets “hot” and suddenly 
has to beat back investors, who tend to be drawn 
to flashy success stories like lightning bugs to an 
electric fence.”

“Stage four occurs when the fund manager’s name 
is spotted as a bidder for baseball teams or buyer of 
zillion-dollar Hamptons mansions. Most funds stop 
generating the returns they once did by this stage, 
as the manager becomes overconfident in his abil-
ities and the fund too large to make anything that 
could be described as a nimble investing move.”

What Kolhatkar highlighted is a well-known theory 
which basically suggests that the optimum time to 
enter a fund is when it has low AUM (Assets under 
management) and less years of track record.

As outlined above, the life cycle of a mutual fund 
can broadly be classified into four stages: Emerging, 
Growth, Maturity, and Decline (leading to Closure or 
Revitalization).  Each underlying stage exhibits simi-
lar characteristics including size, age, infrastructure, 
process, uniqueness, and investor base – see table 
below.

PERSPECTIVES
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Every investment presentation includes the all-too-fa-
miliar disclosure - past performance is not indicative of 
future results. By incorporating a life cycle analysis into 
the manager selection process, we believe investors 
can substantially improve the likelihood of superior 
performance over a selection process based solely on 
historical performance. Determining where a manager 
lies in its life cycle, however, is a combination of an art 
(qualitative) and a science (quantitative).

Indeed, smaller funds are not without risk. They gen-
erally operate leaner business teams, which can re-
sult in greater operational risk relative to their larger 
brethren. Additionally, the universe of smaller manag-
ers is generally less efficient, which may increase due 
diligence costs and manager turnover; it will also require 
a more robust network to source managers and conduct 
reference checks.

It is worth noting that the length of each stage is not 
fixed in duration and does not necessarily follow in se-
quence. For example, some funds move directly from 
the emerging to the maturity/decline stage and hard-
ly experience a growth stage. It is also important to 
consider the fund’s strategy, as different opportunities 
have different optimal characteristics.

What can emerging fund managers add to a global 
portfolio?

In the investments world today, it’s becoming fashionable 
to argue in favour of emerging fund managers, as more 
professionals in the industry – fund managers included 
– are realising the potential contribution that emerging 

funds can add to an investment portfolio.
This is a rather positive development. Indeed, one needs 
to consider that there are over a whopping 70,000+ funds 
out there. It means that there are many unknown talent-
ed managers who are able to achieve better results than 
their benchmark, only perhaps that they are less popular or 
don’t have the marketing skills and/or distribution capabil-
ities of the more well-known brands.

Of course, the main challenge faced by asset allocators is 
to identify the next rising star among the new kids on the 
block. Therefore, one needs to implement stringent due 
diligence and other screening methods such as site visits, 
reference checking, among others to ensure that the star 
selected continues to burn brightly.

The ongoing discussion surrounding emerging funds is im-
portant, and should be regarded as a fundamental stage 
of rejuvenating an investment portfolio. Make no mistake 
about it, like most funds, new funds will go through the 
same cycle that the fund life cycle theory suggests: (a) in-
troduction, (b) growth, (c) maturity and (d) decline.

Nonetheless, there are some valid reasons to consider 
that these are the types of funds investors should start 
exposing their investment portfolios to. Indeed, low-pro-
filed funds could be a booster to a portfolio for the lon-
ger term. Historically, high profiled funds – in most cases 
– will add less value. Many asset allocators start to seri-
ously worry when a fund becomes too famous/popular, 
because it’s more likely to be renowned due to intense 
marketing activities (based on historical performances 
and brand building) that may result with high exposure 
and inflow of investments.
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Excess return potential and business risk depending on the life cycle stage
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A new asset allocation approach

According to the traditional portfolio construction ap-
proach, investors allocate among the various asset classes 
and then select their fund managers – very often based on 
reputation and historical performance.

We do believe that an evolution to this approach would be 
to allow the emerging fund managers to comprise a de-
fined percentage of existing portfolios. Emerging funds 
should be thought of as the first step towards rejuvenating 
an investment portfolio. The fund life cycle theory is a more 
contemporary portfolio theory that may enable investors 
to boost their performances and protect against downside 
phases in a solid manner.

A good investor should identify an emerging fund and allow 
a certain exposure to the fund. During the investment time 
lead, he or she should closely monitor the fund’s progress 
from the introduction phase, all the way up to the growth 
and maturity phase.

In essence, we should never have any sentiments about our 
fund managers. The only sentiments we should have is to-
wards our own portfolio. Once an investor feels that a fund 
is no longer productive to the portfolio, there should be an 
integration process with another emerging fund and a full 
replacement thereafter. While many professionals and in-
vestors in this industry may be aware of it, it seems that 
only few are actually managing their investment portfolios 
in such a way.

The fund’s life cycle could very well be the next trend in 
portfolio management, and the future portfolio gener-
ations will comprise of funds in three different phases – 
introduction, growth and maturity. This will allow an en-
hanced timing management macro tool for investors and 
increased returns. 

Conclusion

Alpha, or manager skill, should be the primary driver of re-
turns for a mutual fund and a large size is not a guarantee 
of future success – on the contrary. 

As highlighted above, mutual funds naturally evolve 
through a business life cycle. Incorporating additional anal-
ysis on identifying the stage of where a manager lies in 
their life cycle can improve manager selection. 

The trend towards big funds getting even bigger provides a 
compelling opportunity for investors to gain access to smaller, 
capacity-constrained managers. Many of these highly moti-
vated, unique funds are in the sweet spot of their life cycle and 
offer more upside return potential than their monolithic peers.
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INVESTMENT SOLUTIONS
“Don’t forget Frontier Markets equities”

Introduction

Frontier Markets present an opportunity for investors 
willing to move beyond conventional universes. Locat-
ed in Asia, Europe, the Middle East, Africa, and Latin 
America, Frontier markets are countries with invest-
able stock markets, but which are too small, illiquid, or 
unregulated to be included in the popular developed 
and emerging market indexes. 

Options for investing in frontier markets are limited, 
frequently characterized by lack of liquidity and high 
expenses. And many investors still perceive them as 
being in decline, ravaged by wars, disease, famine, and 
authoritarian governments.

Despite these issues, there are good reasons to in-
vest in frontier markets. Many frontier countries have 
undergone a radical restructuring of their economies 
since the early 1990’s, and their macroeconomic fun-
damentals are often sound and encouraging. Fre-
quently, real per capita GDP is rising, inflation is low, 
currency exchange rates are becoming more stable, 
and corporate profits and return on investment are 
relatively high. Moreover, their valuations are also low, 

as are their correlations, both among themselves and 
with other more developed markets.

According to MSCI, emerging markets consisted of just 
10 countries, representing less than 1% of the world 
market capitalization in 1988. Today, however, emerg-
ing markets consist of 23 countries, representing 11% 
of world market capitalization. Drawing parallels, fron-
tier markets made up less than 1% of the world mar-
ket capitalization in April 2017. So, for investors with 
a long-term investment horizon, frontier markets pro-
vide access to attractive growth potential from a very 
diverse universe of investment opportunities.

After a seven-year cycle of difficulties, developing 
countries in early 2016 moved back onto investors’ 
agendas against a backdrop of improved fundamen-
tals, outlook and performance by emerging markets 
companies as well as better structural growth poten-
tial vs. that of developed markets. Strong performance 
continued in 2017 and as the main Frontier Markets 
ETF (ticker: FM) is breaking out, we would like below to 
revisit the case for investing in frontier markets.
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What is a Frontier market?

A frontier market is a type of developing country which 
is more developed than the least developing countries, 
but too small to be generally considered an emerging 
market. The term was first coined by International Fi-
nance Corporation’s Farida Khambata in 1992. In Oc-
tober 2007, S&P launched the first investable index, 
the Select Frontier Index (30 of the largest companies 
from 11 countries) and the Extended Frontier Index 
(150 companies from 27 countries). Subsequently, 
MSCI Barra began a rival frontier market index, and in 
early 2008, Deutsche Bank launched the first frontier 
market exchange-traded fund, on the London Stock 
Exchange. 

Frontier markets are a sub-set of emerging markets, 
which have market capitalizations that are small and/
or low annual turnover and/or market restrictions 
unsuitable for inclusion in the larger EM indexes but 
nonetheless «demonstrate a relative openness to and 
accessibility for foreign investors» and are not under 
«extreme economic and political instability.» Defini-
tions of what exactly constitutes a frontier market vary 
between the three major index providers, but there is 
significant overlap between them.

S&P/Dow Jones has the broadest definition, which 
includes 35 countries. FTSE/Russell has 26 countries 
in their frontier markets index. MSCI classifies 34 
countries as frontier markets.

Each index contains securities in South America, Afri-
ca, Europe, Asia, and the Middle East, so frontier mar-
kets are not exclusive to one region.  Some of the larg-
est constituent countries include Argentina, Kuwait, 
Vietnam, Nigeria, and Romania.

Members could be considered to fall roughly into three 
groups:

1) Small countries of relatively high development level 
(such as Estonia) that are too small to be considered 
emerging markets,
2) Countries with investment restrictions that have 
begun to loosen as of the mid 2000s (such as the 
countries of the Gulf Cooperation Council)
3) Countries at a lower development level than the ex-
isting «mainstream» emerging markets (such as Kenya 
or Vietnam)

Performance

Frontier markets initially suffered from the immedi-
ate impact of falling commodity prices in the 2014–
2015 period, followed by a second wave of volatility 
in 2016 from currency devaluations and reductions  
in government spending.

However, progress with structural reforms and a re-
covery in commodity prices have since provided a 
more supportive macroeconomic backdrop and the 
main EM Frontier indices have been recovering since 
early 2016.

Indeed, frontier markets delivered positive returns 
in 2016 overall, with the MSCI Frontier Markets In-
dex advancing 3.2% in US-dollar (USD) terms. They 
have continued their good performance in 2017 as 
the iShares MSCI Frontier ETF is up +32% year-to-
date as of 30th of November.

Some individual frontier markets have recorded even 
more impressive (local currency) performance so far 
this year – e.g Kazakhstan is up +70%, Argentina 
+63%, Vietnam +55% and Nigeria +46%. But as 
it is often the case, performance dispersion within 
frontier markets has been wide as some markets 
such as Oman, Lebanon and Croatia are in negative 
territory year-to-date.   

Coming back to frontier markets as a group, it is 
worth notice that the iShares MSCI Frontier ETF 
just broke out a long-term resistance recently – see 
chart below.

iShares MSCI Frontier 100 ETF
Source: Strategas

Frontier Markets ETF (FM)
50 & 200-Day MA
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The case for Frontier markets investing

To our opinion, the technical breakout highlighted above 
could be a significant one. Indeed, while there are many 
reasons NOT to invest in frontier markets (e.g high ex-
penses, illiquidity, poor corporate governance, geopo-
litical risk, etc.), we believe there are strong reasons to 
remain constructive on the frontier-market asset class 
over the medium to long term.

Among the reasons for this bullish stance:
1) The high growth potential of frontier economies 
thanks to favorable demographic and urbanization 
dynamics, the positive impact of technology, political 
stabilization / reforms and the development and deep-
ening of frontier capital market;
2) Attractive valuations;
3) Diversification advantages;
4) Potential for increased allocations into global port-
folios and;
5) Opportunities for alpha generation. 

Below, we dig in more details into each of them. From 
this perspective, we believe investors should consider 
an allocation to frontier markets as they offer a dis-
tinct return-risk dynamic compared to developed and 
emerging markets.

The high growth potential of Frontier economies

Mark Mobius, Chairman of Templeton, highlighted the 
frontier market growth potential, pointing out that 
eight of the 10 fastest-growing economies this year 
are expected to be frontier markets.

Indeed, frontier markets have continued to exhibit 
greater economic potential than their developed- and 
emerging-market counterparts. Even though a number 
of frontier economies may face occasional headwinds, 
expectations are that frontier markets may grow faster, 
especially since these economies are building from a 
lower base.

Among the factors that may drive and support this 
economic potential are favorable demographic and ur-
banization dynamics. While frontier markets only con-
stitute a fraction of a percent of the world’s market 
capitalization, they make up a much greater portion of 
the world’s population. As a group, their population is 
younger, is growing at a faster pace, is improving from 

a lower starting point in terms of poverty and illiteracy, 
and is undergoing quicker urbanization than in more 
developed parts of the world (see chart below).

While a young and growing population doesn’t nec-
essarily equate to improving GDP and stock values, 
there is a strong relationship.

A good example is Bangladesh, which has a popula-
tion of more than 169 million and which has devel-
oped a strong niche in world-class textile produc-
tion.

The pace of urbanization in frontier markets, com-
bined with the higher population growth and lower 
penetration of basic services, creates potential op-
portunities to tap into a growing domestic consumer 
market as well as for these economies to diversify 
and become more resilient to commodity cycles.

Frontier economies have a younger working population 
and urbanization may spur a growing domestic market 
Source: Templeton
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Frontier Markets GDP per capita is low but rising
Source: Templeton

Frontier markets are also benefiting from rapid ad-
vances of technology. While in the past investment 
and infrastructure were key elements of economic 
development, technology helps frontier markets to 
bypass the need to build infrastructure and to ben-
efit from immediate efficiencies.
Think about fixed telecoms networks, which were 
bypassed in some African countries to the benefit 
of mobile, or the revolutionizing of financial ser-
vices in Kenya through mobile banking.

Another theme in frontier markets has been the 
push for structural reforms that support macro-
economic development. Lower commodity prices 
and equity-market declines over the past few years 
have prompted structural reforms to kick-start the 
economy. The Vision 2030 market reforms in Saudi 
Arabia have already been well documented in pre-
vious editions of Perspectives.
But reforms have also been happening in countries 
such as Argentina (e.g floating of the exchange 
rate), Pakistan (government efforts to reach fiscal 
consolidation, ongoing support from regional part-
ners such as China), etc.

Investors can also benefit from the development 
and deepening of frontier capital markets. A text 
book example is Vietnam. While its economy has 
been growing, this has not been reflective of the 
opportunity set in the equity market, which has 

been hampered by restrictions.
Yet the government has announced reforms, in-
cluding scrapping the 49% foreign ownership limit, 
which is expected to expand the depth and liquidity 
of the market as well as encourage further IPOs 
listings.

Similarly, the government and central bank an-
nounced they would increase the foreign owner-
ship cap to allow foreign investors to own more 
than 30% of a Vietnamese bank, which may attract 
more FDI to a new segment of the economy.

Cheaper valuations

Over the last few years, frontier markets have been 
impacted by various headwinds (macroeconomic & 
geopolitical events, sharp declines in commodity 
prices, currency volatility, etc.).
They now trade at a discount to global- and emerg-
ing market equities; as of the end of November 
2017, frontier markets traded at 14.5x trailing 
price-to-earnings (P/E), while global equities trad-
ed at 21.2x and emerging markets at 15.4x.
Forward P/E levels tell a similar story.
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Other valuation metrics also paint an encourag-
ing picture for frontier markets. For example, the 
dividend yield offered in frontier markets remains 

Frontier Markets May Offer Diversification
Benefits

Due to the lack of international investment in fron-
tier markets, many of them are driven by local con-
cerns rather than global macroeconomic forces. This 

translates into lower correlation between frontier 
markets and developed markets.

Over a 10-year period, the correlation of fron-
tier-market equities with global equities has been 
around 0.7 (compared with an emerging-market 

considerably higher than that in either global de-
veloped- or emerging-market equities (see chart 
below).

P/E MSCI EM Frontier index (in white) vs. MSCI EM (in green) & MSCI Developed (in yellow)

Dividend Yield MSCI EM Frontier index (in light blue) vs. MSCI EM (in dark blue) & MSCI Developed (in red)
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correlation range of 0.8–0.9).

Additionally, individual frontier markets are relatively 
uncorrelated among themselves due to low levels of for-
eign ownership, driven more by domestic fundamentals 
and flows rather than international developments.

Potential for increased allocation into global
portfolios

Due to home bias and limited choices, most investors 
are over-allocated to the US and other developed mar-
kets at the expense of emerging and especially frontier 
markets. This has been well documented by the aca-
demic literature and can also be seen from the relative 
market caps of the top ETFs for developed, emerging, 
and frontier markets, as well as academic literature.

So allocations are low, but growing. Dominic Bokor-In-
gram, portfolio manager at Charlemagne Capital U.K. 
Ltd. in London, said the firm estimates between 10% 
and 25% of investors’ emerging market exposure is al-
located to frontier markets.

Moreover, the disparity in investment between emerg-
ing markets and frontier markets, in particular, leads 
to an investment boom for countries as they graduate 
from frontier to emerging status. Take the case of Ar-
gentina, which many believed would become an emerg-
ing market this summer. Investors drove up shares of 
Argentinian stocks in preparation of the decision. Even 
though they were disappointed this time, this process 

This offers additional potential diversification benefits 
to investors when investing across frontier markets as 
these markets are less connected, reducing the risk of 
contagion. 

10-year correlations in USD terms • Source: Morningstar

will likely repeat itself when they or another country 
eventually do enter the emerging markets index and 
the beneficiary will be the funds that bought the stocks 
at depressed prices and sell them at elevated prices: 
namely, frontier markets funds. This is expected to be 
the case for a prominent country within MENA – i.e 
Saudi Arabia. 

Opportunities for alpha

Investors willing to allocate into frontier emerging 
markets can do so through ETFs (exchange traded 
notes). For instance, the iShares MSCI Frontier 100 
Fund (ticker: FM) tracks the MSCI Frontier Markets 
100 Index (which actually contains closer to 130 con-
stituents currently). MSCI selects stocks from the en-
tire frontier markets universe with an emphasis on li-
quidity and the ability of investment professionals to 
replicate the index. The ETF has an expense ratio of 
0.79% with $610 million under management and fair-
ly good liquidity.

The Guggenheim Frontier Markets ETF (ticker: FRN) 
has the longest track record of any frontier markets ETF, 
with a poorly timed debut in 2008. It is smaller and less 
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liquid than the iShares ETF, but with $71 million un-
der management and expenses of 0.70%, it remains 
a competitive option. It tracks the BNY Mellon New 
Frontier Index, which primarily focuses on ADRs and 
GDRs that trade on New York and London exchanges. 
The ETF has roughly 90 holdings.

That being said, passive investing into frontier markets 
does not make so much sense – and this for the fol-
lowing reasons.

First, a key limitation for a passively managed strat-
egy that tracks a frontier-market index is the index 
design, which generally uses market capitalization as 
a construction-weighting methodology, to create un-
even geographic and sector concentrations. As we 
know, frontier markets are at various stages of cap-
ital-market development, and a market capitalization 
based weighting approach can magnify distortions in 
the country and sector weight of the indexes thereby 
making index-tracker funds more susceptible to mar-
ket volatility. Frontier-market indexes are additionally 
impacted when index providers upgrade specific fron-
tier countries to emerging-market status, creating po-
tential imbalances in the frontier-market indexes by 
removing some of the more liquid markets.

But the main interest for favoring an active approach 
over a passive one when allocating to frontier markets 
comes from the massive alpha opportunities available 
on these under-owned, under-covered and inefficient 
markets. Indeed, the ability to generate alpha in the 
world of frontiers continues to be strong due to the 
nascent nature of these markets, which continue to be 
dominated by retail investors. The lack of transparency 
and information available to investors in frontier mar-
kets can mean that a wide disparity between a com-
pany’s value and potential for growth and its current 
share price. This can result in considerable returns for 
investors.

Last but not least, an active approach is not constrained 
by an index and an active manager has the flexibility 
to invest in under-researched and under-owned com-
panies. These can include off-benchmark stocks and 
exposure to countries that exhibit frontier character-
istics (lower GDP to capita, under-researched market 
coverage, under-ownership by international investors, 
tight liquidity, etc.). Saudi Arabia is a good example of 
a market full of attractive investment opportunities 

despite it being off the radar of frontier-market index-
es. Hence, by investing in these markets early and with 
a long-term view, active managers can seek to exploit 
the inefficiencies inherent in the frontier universe.

Risks remain

There are obviously risks associated with frontier 
countries. First, we are talking about markets with 
tiny liquidity. Indeed, a barrier to a higher allocation to 
frontier markets is the amount of money that can be 
put at work. 

And despite the good opportunities, growth and struc-
tural reforms, frontier markets are still prone to ex-
ogenous shock such as coup, famine, poor regulatory 
decisions, poor macroeconomic policy or a disruptive 
political event.

These risks are big and real, which means that diver-
sification and consideration for liquidity are important 
features to keep in mind for portfolio managers.

Conclusion

Frontier markets have delivered strong returns in 2017 
overall, with many of the underlying frontier economies 
ranking among the year’s best-performing markets. 
Despite this strong run, we believe that for investors 
with a long-term investment horizon, frontier markets 
can provide access to attractive growth potential from 
a diverse universe that ranges from Africa and the 
Middle East to economies in Asia, Eastern Europe and 
Latin America.

Unlike most developed markets, the beta component is 
not the only attractiveness for global asset allocators. 
Indeed, alpha opportunities are considerable and can 
magnify total returns for investors allocating to the 
best specialists. 
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Quarterly budget Performance report – Saudi Ministry of Finance

MIDDLE EAST EQUITIES
“Key takeaways from our last Saudi Trip”

What we learned from our trip to the Kingdom

Earlier this month, we attended an Investor conference 
in Riyadh, organized by the investment banking arm of 
a local bank. Such conferences are a forum, where top 
management of listed corporates meets investors and 
analysts in one to one settings and present the key in-
vestment positives for their companies.

The conference was well attended by a mix of regional 
and international asset managers as well as companies 
representing most sectors, thereby providing a com-
prehensive update of the current economic state.

Wind of Change

Having travelled to Saudi many times in the past, the 
change in mood is pretty evident. Under Crown Prince Mo-
hammed Bin Salman, the country is moving at a fast pace 
in its reform efforts to diversify the economy away from oil.

Doing business – getting better

The management of most companies told us they feel 
the change in the functioning of the Government. It 
is much more transparent and relatively faster com-
pared to how things were done just a few years ago. 
For instance, the Ministry of Finance now presents a 
lot more information relating to the state budget.
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The country is second among the most high-income 
in G-20 countries, at making reforms to improve the 
business climate, according to a World Bank report. 
Saudi Arabia’s progress in ease of doing business ex-
celled in six of 10 axes: Protecting minority investors, 
enforcing contracts, starting a business, cross-border 
trade, registering property and settling bankruptcy, 

The Ministry of labor has already nationalized the 
telecom retail sector. Further, there are plans to 
confine five sectors including tourism and health, 
to nationals. In retail, the government wants to 
restrict employment in shopping malls, defined as 
‘closed commercial centers’ to Saudis. The sector 
currently employs 1.5 million workers of whom only 
300,000 are locals. 

Importantly, Saudi nationals are a lot more open to 
accept low paying jobs, which were previously con-
sidered only by expat labor. Every uber we took was 
driven by a Saudi national. So was the case, with 
the cashiers at supermarkets.

Authorities have introduced monthly levies on foreign 

workers and their dependents, which will gradually 
rise over the next few years. Together, with the hir-
ing expenses, registration, annual airfare to home 
country, we think the difference in cost of hiring an 
expat versus a Saudi will narrow and in many cases 
not be worth it.

Cracking down on Corruption

The purge on corruption is welcomed by locals who 
believe this shake up was long overdue. Many business 
thrived because of the relationships they enjoyed with 
people in decision making authority. Saudis appreci-
ate the courage it takes to do what the Crown Prince 
is doing. The attorney general estimates at least USD 
100 billion to have been misused and embezzled.

the report added.

Saudization

The country has been steadily closing off different 
areas for expats as it aims to create jobs for young 
nationals. 

Saudis are employed in government and high wage sectors; recent Saudization efforts target diverse sectors offering 
wages from 3,000-5,000 SR per month
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A good part of this is expected to be recovered as 
the evidence is considered to be very strong. 

The market has focused on the short term risks with 
this event, but we look at the long run benefit of ef-
ficiency and accountability in capital allocation.

Sectors where we have a favorable outlook

Banking

Banks have shown resilience in profitability amid 
a relatively slow growth environment. Higher par-
ticipation of the private sector in capital invest-
ment naturally suggests increased project finance 
opportunities for banks. Several areas of growth- 
Red Sea project, NEOM, renewable energy, mining, 
tourism, and infotainment shall drive expansion in 
loan books.

Major Projects in Saudi Arabia
Neom Business City
King Abdullah Economic City (KAEC)
500,000 Housing Units in Different Areas of 
Saudi Arabia
Sudair Industrial City
Mega Tourism Projects on Saudi Red Coast

Saudi banks enjoy substantial chunks of noninter-
est bearing deposits which should result in higher 
net interest margins in a rising rate environment. 
Moreover, on the asset quality front, we think cov-
erage is at a healthy level and lower provisions to 
continue to support the bottom-line.

Organized Retail

Another sector, we think will do well in the medium 
term is organized retail at the expense of the frag-
mented small stores across categories – grocery, 
fashion, hardware, consumer electronics and so on. 

This is due to several factors – majorly the inability 
of the unorganized segment to implement systems 
and processes to comply with VAT. Also, Saudiza-
tion hurts the smaller mom and pop stores run by 
expats and the supermarkets continue to gradually 
up their share of the pie.

Format % of Market Share
Hypermarkets 16%
Supermarkets 25%
Bakalas 59%
Sudair Industrial City
Source: Imagesretailme.com

Healthcare

Since the fall in state revenues affected by lower 
crude oil, private sector hospitals have struggled 
with Government receivables. The situation now 
seems to be returning to normalcy. 
Vision 2030 calls for a major overhaul of the health 
sector in the coming years- privatizing the sector 
and introducing a comprehensive insurance system 
for citizens. 

High incidence of lifestyle-related illnesses such as 
diabetes and obesity are the main drivers of de-
mand for quality health care.

Saudi number of hospital beds and clinics in 2016 & 
20121e
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Final Words

As highlighted in this 10th edition of Perspectives, the world of finance keeps reinventing itself but the role 
of investment managers remain highly challenging: how to allocate into a cryptocurrency which is nearly 
impossible to value? What should be the exposure of a global portfolio to new emerging markets? When is 
the right time to subscribe to smaller and younger funds? 

We do not believe to have all the answers to these questions but try to humbly share our opinions with our 
readers. Your feedbacks and views are more than welcome. 

While our forecasts and views are always subject to change, our commitment to serve our clients is not. 

We remain at your full disposal for any specific issues you would like to discuss, so please don’t hesitate to 
contact us.
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