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Welcome
The Omnis Investment Committee oversees all
aspects of the Omnis investment offering.
The Committee discusses the Omnis funds and
the performance of the external fund managers.
This bulletin summarises the principal discussion
points and is the latest in a series of regular
updates from the Committee.

Market Commentary
The quarter in review
—  In April, the Prime Minister commenced cross-party
talks with Labour in a bid to find a compromise on
her Brexit withdrawal deal, as the EU extended the
Article 50 deadline until 31st October;
— Better-than-expected corporate earnings in the
first quarter of the year helped the S&P 500 index
of US stocks hit a record high towards the end of
the month;
— US equities fell in May after US president Donald
Trump followed through on his threat to increase
trade tariffs on $200 billion of Chinese goods, and
China responded with tariffs on $60 billion of
US goods;
— Theresa May’s decision to resign as Prime Minister
triggered a leadership contest in the Conservative
party, with former foreign secretary and Brexiter
Boris Johnson favourite to succeed her;
— Sterling weakened against the US dollar at the
start of June as the Brexit party’s success in the
European elections forced the candidates in the
Tory leadership contest to take a harder line on
the UK’s departure from the EU;
— At the end of the quarter, President Trump and
his Chinese counterpart Xi Jinping met at the
G20 summit and agreed to resume trade talks.
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Performance
— A
 ccording to Financial Express, the Cautious
C1 portfolio is ranked in the top quartile in its
Investment Association sector since launch,
while the Balanced and Adventurous portfolios
are ranked in the second quartile;
— T
 he Income and Growth Fund has weighed on
C2 and particularly C3 portfolios;
— T
 here is a normal hierarchy of returns across all
three risk profiles in each of the Graphene ranges;
— R
 emember, the portfolios are designed to deliver
returns over a five to ten-year period.
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Openwork Graphene
Model Portfolios

FIGURE 2: OPENWORK GRAPHENE C1 MODEL
PORTFOLIOS, TOTAL RETURN SINCE INCEPTION

The Openwork Graphene Portfolios each offer a selection
from the Omnis sector funds range. 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 1).
FIGURE 1: STRATEGIC ASSET ALLOCATION
OF THE MODEL PORTFOLIOS
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FIGURE 3: OPENWORK GRAPHENE C1 MODEL
PORTFOLIOS, TOTAL RETURN OVER 1 YEAR
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FIGURE 4: OPENWORK GRAPHENE C2 MODEL
PORTFOLIOS, TOTAL RETURN SINCE INCEPTION

FIGURE 6: OPENWORK GRAPHENE C3 MODEL
PORTFOLIOS, TOTAL RETURN SINCE INCEPTION
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FIGURE 7: OPENWORK GRAPHENE C3 MODEL
PORTFOLIOS, TOTAL RETURN OVER 1 YEAR

FIGURE 5: OPENWORK GRAPHENE C2 MODEL
PORTFOLIOS, TOTAL RETURN OVER 1 YEAR
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Source: Omnis Investments, Financial Express Analytics, 28th February 2014 to 30th
June 2019. Portfolios rebalanced each 31st August and 28th February.

The Key Investor Information Documents (KIIDs) and
factsheets for the Omnis Portfolio Funds, of which the
portfolios are comprised, are available from the Omnis
website at www.omnisinvestments.com.
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Q2 2019 Fact Sheet Commentary
Omnis Multi-Asset Income Fund

Omnis UK All Companies Fund

The fund delivered a strong return. A significant portion of the
returns were generated from alternatives, with the majority of
that owing to the exposure to renewable-energy assets, with the
Renewables Infrastructure Group and John Laing Environmental
performing particularly well.

As the prospects for lower interest rates in the United States,
Europe and the United Kingdom became more apparent, UK
equities resumed their advance in June after a sharp decline in
May. The markets overall finished the quarter with a gain, despite
continued US-China trade tensions, slowing global economic
growth and ongoing Brexit-related uncertainties. Amidst the UK
market’s overall positive performance, the fund outperformed,
supported by a strong performance from several financial stocks
such as private equity house Intermediate Capital Group. The
company released full-year results showing consistent profits.

In an active quarter, we sold German semiconductor manufacturer
Infineon Technologies after its acquisition of rival Cypress
Semiconductor. Within alternatives, we increased geographical
diversification buying US Solar and Aquila European Renewables.
We invested in the Hipgnosis Songs Fund. This investment in music
royalty catalogues offers exposure to the significant growth of music
streaming via Spotify and Apple Music. The investment offers steady,
dependable income.
The Federal Reserve’s shift to a preference for lower interest rates
should be positive for investments such as equities. However, the
outlook is not clear cut. If the global economy continues to slow, and
trade tensions increase between the US and China, equity markets
will face challenging conditions. Arguably, the outlook for bonds is
worse. Conversely, we are positive on the outlook for alternatives.

With ongoing economic and political uncertainty in the United
Kingdom, we continue to look for opportunities to purchase
what we view as high-quality names that may have been unfairly
affected by market swings. We have recently added a position in
specialist manufacturer Rotork. The company has recently hired
a new chief executive officer, who we believe will be able to drive
improvements in profitability through various initiatives enabling
them to capitalise on the increased demand for their products in
the United States.
Omnis UK Smaller Companies Fund

Omnis Strategic Bond Fund
The fund posted positive returns over the quarter, outperforming
global government bonds and corporate bonds (bonds issued by
companies).
The fund’s holdings in US bonds contributed the most to
performance as the yield-the term used to describe the income
paid to investors- on government bonds fell. Income moves in the
opposite direction to the price of a bond. Australian and European
bonds also supported returns. We remain focused on US bonds as
we believe yields are likely to move lower as the Federal Reservethe American central bank- lowers interest rates. We also like
European bonds because of their attractive valuations.
Positions in lower-rated investment grade corporate bonds (that
are less likely to default) and high yield corporate bonds (higher risk
but compensate investors with a higher income) also contributed
to performance. Holdings across a range of sectors, including
financials, industrials, utilities and telecommunications supported
returns. Tesco was a key contributor as the company’s rating was
upgraded. Holdings in New Areva, Berkshire Hathaway and Adler
Real Estate were other notable contributors.

While the broader UK stock market made a strong recovery in
the first quarter, UK smaller companies failed to keep pace with
the broader market. Lingering concerns about the UK and global
economies and the government’s inability to secure a Brexit deal
have cast a shadow on smaller companies with more of a domestic
focus. Despite a challenging environment, the fund outperformed,
as several holdings posted strong financial results. For instance,
patent translation services provider RWS Holdings PLC contributed
on the back of robust results and forecast upgrades.
After a period of relative inactivity, two new stocks were added
to the fund and three removed. UK small cap equities continue
to look attractively valued compared to other equity markets
and other asset classes. However, investors are likely to limit
investments in small caps until we have some clarity over Brexit
negotiations. We continue to take a cautious stance adding quality
companies when the opportunity arises. For instance, we added a
position in video games developer Codemasters Group Holdings
PLC, which specialises in racing games. We are attracted to the
growth in digital distribution, in-game purchasing and eSports.

Conversely, some of the investments we use to manage risk in the
fund, known as derivatives, weighed on returns.
We added to our holdings in emerging markets through new
positions in Russian and Turkish bonds. We continue to like the
Chinese property sector as a source of income with Chinese
authorities turning more supportive of the economy. Our main
sources of risk remain China, Italy and the UK. We still think that
investment grade bonds offer better value over high yield bonds
in the current economic conditions.
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Omnis European Equity Fund

Omnis Alternative Strategies Fund

The rally that began at the start of 2019 continued into the second
quarter. In June, the head of the European Central Bank signalled
that he was prepared to cut interest rates if growth failed to pick
up. European equity markets rose strongly -despite the lack of
any significant corporate news - as investors crowded into certain
high-quality stocks in areas such as speciality chemicals and
construction products, technology and consumer staples.
Markets were also buoyed by hopes of a truce in US-China trade
relations at the G20 talks. Against this background, we began to
take some profits.

As equity markets rebounded we trimmed our holdings in
NN Alternative Beta, Oaktree Global Convertibles and Allianz
Structured Return. Bluebay Global Sovereign Opportunities was
also trimmed. We added a holding in the Tiedemann Arbitrage
Strategy to complement the existing Ramius Merger Arbitrage
strategy (which we also added to). The US 7-10yr Treasury
exchange traded fund and cash were also increased to shore
up the fund.

Following the trimming back of some positions during the strong
market performance in June, we kept the bulk of the profits in
cash while we await the start of the next corporate earnings season
towards the end of July, where corporate news should influence
markets and hopefully present us with further opportunities to
improve the fund. We continue to be mindful of the many risks on
the horizon while remaining alert to new opportunities.
Omnis Emerging Markets Equity Fund

Omnis Multi-Manager Adventurous Fund
The uncertainty of the Brexit situation led us to reduce our holdings
in domestic UK stocks as the chances of a hard Brexit increased
again with a Tory leadership battle. Merian Smaller Companies
Artemis UK Select and the Vanguard FTSE250 exchange traded fund
(ETF) were trimmed. We added to holdings in both the iShares FTSE
100 ETF and the iShares GBP Corporate Bond ETF. We increased
our holdings in equities (partly the US Dividend Aristocrat ETF) and
topped up Hermes Asia ex Japan following a fall in price as Baidu
posted its first quarterly loss.

The second quarter of 2019 saw emerging markets rise, although
it was not a smooth ride as gains in April and June sandwiched
the sharp fall seen in May. The mood of investors has to a large
extent been governed by whether they believed trade tensions
between the US and China were escalating or headed for a truce,
a perception that often shifted according to the tone of President
Trump’s most recent tweet. As the quarter drew to a close the
view of the market was more optimistic, with a cordial meeting
between Presidents Trump and Xi at the G20 Summit in Osaka
signalling a resumption of diplomatic negotiations on ending
the dispute.
The fund was somewhat hampered by the poor performance
of smaller companies in emerging markets. On an individual
company level, the fund’s weakest performer was an Indian
financial services company, which suffered a falling share price
due to a public dispute with its auditor. On the positive side,
the fund benefited from gains from a Brazilian mobile
payments company, a Chinese financial technology
company, and a Russian bank.
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Omnis Multi-Manager Balanced Fund

Omnis Multi-Manager Distribution Fund

We increased our holdings in bonds while retaining our holdings
in equities. We switched some of our investments in Franklin UK
Managers’ Focus into Ardevora UK Equity. We added the iShares
£ Index-Linked Gilts exchange traded fund (ETF) and introduced
the x-trackers Harvest CSI 300 ETF (providing exposure to
domestic China) and sold the Vanguard FTSE 250 ETF.

Activity was dominated by trading in bond exchange traded
funds (ETFs) to generate income. We expect this to continue
while bond payments remain generally low. We sold of some of
our holding in BlackRock Continental European following the
lead manager’s departure last year. To compensate, we increased
our holding in Schroder US Equity Income Maximiser.

Omnis Multi-Manager Cautious Fund

Omnis UK Equity Income Fund

We completed our switch from the Henderson UK Absolute
Return Fund to the CZ Absolute Alpha Fund. The latter provides
greater protection when risk assets like equities are weak. We
also switched from the iShares Core UK Gilt UCITS exchange
traded fund (ETF) to the Lyxor Core UK Gilt UCITS ETF, a similar
investment but at a more attractive price.

During the second quarter, a number of the issues that have been
worrying investors since the start of the year have continued to
weigh on the UK stock market, such as uncertainty over Brexit and
trade tensions between the US and China. Neither of these issues
is likely to be resolved in the next couple of months. At the stock
level, Dunelm added to performance following a strong trading
update, while BBA Aviation benefited from better US industry flight
data. Saga shares fell following a dividend cut, while shares of De
La Rue declined following the announcement of an unexpected
profit warning and the departure of its CEO.

The fund’s relatively small holding in developed market
government bonds in favour of emerging market government
bonds and preference for alternative investments over cash
aided returns.
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Trade tensions remain a major risk to global growth, while the UK
stock market remains in waiting mode until Brexit is resolved. Markets
hate uncertainty, and there are likely to be further bouts of market
fluctuations in the rest of 2019. The fund is positioned for sluggish UK
growth in the short term. Overall, the fund’s focus on strong market
positions and financial stability should provide resilience.

nick.swartout@braywealth.com

Second quarter 2019

Omnis Global Bond Fund

Omnis Sterling Corporate Bond Fund

The fund rose in the second quarter thanks to a rally in the bond
market and a preference for European bonds-due to an expected
improvement in the region’s economic growth- over their tradesensitive Asian equivalents. Falling expectations for inflation (the
rate at which prices change) in the US weighed on holdings in US
dollars. Later, we added to our US holdings due to concerns about
the global economy and we added bonds issued by companies,
known as corporate debt, as they pay a higher income at a time
when central banks seem determined to keep interest rates low.

UK corporate bonds (issued by companies) had another positive
quarter, benefiting mainly from falling income paid by government
bonds due to signals from key central banks that interest rates
would remain low. The Federal Reserve- the American central bankand European Central Bank (ECB) hinted they would cut interest
rates if needed, though the Bank of England insisted it still planned
to raise interest rates this year, assuming Brexit did not derail the
economy. The fund outperformed the UK corporate bond market,
aided by successful selection of investments.

As the global economy continues to struggle, we expect the
Federal Reserve- the US central bank- to reduce interest rates,
while we expect trade tensions between the US and China
to persist.

The current environment of low but positive economic growth and
gentle inflation (rising prices) is a favourable backdrop for corporate
bonds. A resumption of the ECB’s corporate bond purchase
programme- known as quantitative easing- which investors
increasingly expect, would provide further support for the market.
However, although company earnings have been decent – albeit
slowing in certain sectors – the benefits are largely accruing
to shareholders.

Omnis Japanese Equity Fund
The fund underperformed the benchmark- the stock market index
against which performance is measured- partly as a result of the
policy of targeting undervalued stocks. The largest individual
impact came from Sony, the content and hardware provider, which
is not held in the fund, but the shares performed strongly and
boosted the benchmark.
Interest rates now seem likely to remain lower for longer than
previously expected as central banks look to make up for the
damage being caused by trade tensions between the US and
China and political uncertainties. Within the Japanese market, the
tendency for stocks to react similarly to any news event, regardless
of the health of the underlying business, has led to an increasing
difference in valuations, which we feel is unsustainable.
Our research continues to generate opportunities for investment
in areas benefiting from the gradual recovery in Japan’s domestic
economy and increases in business investment. In the last quarter
we invested in Nippon Densetsu Kogyo, a specialist in signalling
and communications for railway companies. Our emphasis
throughout is on sustainable mid- to long-term earnings, focusing
on company-specific factors and valuation.

The fund remains cautiously positioned with our biggest holdings in
companies in defensive sectors such as utilities, infrastructure, and
consumer staples.
Omnis UK Gilt Fund
The income paid by government bonds was capped as global
tensions and weak inflation (change in prices) led central banks
to indicate interest rates would remain low. The Bank of England
left its interest rate unchanged but continued to signal that rates
would rise. Global conditions and heightened Brexit uncertainty
drove income paid by UK government bonds to new lows for the
year into the end of the quarter. The fund performed in line with its
benchmark- the index against which performance is measuredover the quarter.
A smaller holding in bonds that repay the initial investment within
two years was offset by a larger position in bonds that repay the
initial investment over longer time frames.

Omnis US Equity Fund
The fund outperformed the Russell 1000 Index in the second quarter.
Shares of Yum! Brands and discount retailer Dollar General aided
gains. Within the financial sector, insurer American International
Group and regional bank Keycorp outperformed. Stock selection
in utilities was also beneficial. Shares of public utility company
American Water Works and infrastructure company Sempra Energy
did well. Conversely, shares of tobacco company Philip Morris
International and packaged food company Conagra Brands fell.
Holdings in health care also fell.
While the U.S. economy continues to look generally healthy, we are
aware that there are factors that could weigh on equity returns. We
believe the corporate earnings growth rate will continue to slow
due to rising wages and the fading benefits of the 2017 tax reform.
Additionally, we think market fluctuations may persist until there is
more clarity into how the long-standing U.S.-China trade tensions
will be resolved.
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Omnis Managed Adventurous Fund

Omnis Asia Pacific (ex Japan) Fund

The fund outperformed its benchmark, largely because of
performance by European equities (excluding the UK) and
emerging market equities.

The second quarter of 2019 was reminiscent of the second quarter
of 2018, when the Asian market experienced major turbulence due
to escalating trade tensions between the US and China. The worst of
the turmoil was in May when it appeared that trade negotiations were
breaking down. There was a significant fall in the market, followed
by a rally at the end of June when the talks restarted after an eagerly
awaited meeting took place between the Presidents of the US and
China at the G20 meeting in Tokyo. The fund performed well during
the quarter and managed to achieve a positive return of 7.74% versus
the MSCI AC Asia Pacific ex Japan ex Select Country Index.

Over the quarter, we reduced our holdings in equities across
a range of regions. We have recently become somewhat less
optimistic on the outlook for equities, given ongoing trade
tensions between China and the US, increasingly patchy economic
data, falling earnings expectations, and our forecast of fewer
interest rate cuts in the US and Europe than are currently expected.
The biggest reduction was made to the Europe ex-UK holdings.
Though they rallied over the period, we have concerns about the
high level of borrowing of European companies.
Conversely, we increased our holdings in UK corporate bonds
(issued by companies). Slow but positive global economic
growth, gentle inflation (rising prices) and the prospect of
interest rates remaining low tends to be a sweet spot for investing
in corporate bonds.
Omnis Managed Balanced Fund
The fund outperformed its benchmark, largely because of
performance by European equities (excluding the UK) and
emerging market equities.
Over the quarter, we reduced our holdings in equities across
a range of regions. We have recently become somewhat less
optimistic on the outlook for equities, given ongoing trade
tensions between China and the US, increasingly patchy economic
data, falling earnings expectations, and our forecast of fewer
interest rate cuts in the US and Europe than are currently expected.
The biggest reduction was made to the Europe ex-UK holdings.
Though they rallied over the period, we have concerns about the
high level of borrowing of European companies. Within bonds, we
reduced our holdings in global government bonds. We are more
optimistic about corporate bonds (issued by companies): slow but
positive global economic growth, gentle inflation (rising prices)
and the prospect of interest rates remaining low tends to be a
sweet spot for corporate bonds.
Omnis Managed Cautious Fund

The good result for the second quarter is largely due to our
stock selection. We have a select group of quality industryleading companies in sectors which we think offer strong longterm potential growth. These companies tend to have strong
management, great products, solid balance sheets and ample
cashflows, making them more resilient in times of challenging
economic conditions. Our view is that the global growth outlook
is still challenging. We continue to believe that by focusing on
companies with the above characteristics, we will be able to achieve
good returns over the longer term. Fluctuations in the markets have
given us a number of great investment opportunities over the past
nine months since the inception of the fund and we believe will
continue to do so.
Omnis Income & Growth Fund
The fund delivered a disappointing return during the quarter,
in conditions which remained unfavourable for our investment
approach. The broader UK stock market, as measured by the FTSE
All Share Index, delivered a positive return thanks to oil, mining and
other large global-facing companies. The fund holds no exposure to
these parts of the market due to their valuations and our ongoing
concerns about the health of the global economy.
Instead, the fund remains focused on the few areas of the market
which appear attractively valued. In particular, this results in
holdings in domestically-focused businesses which represent the
most attractively valued stocks. Nevertheless, these holdings proved
unhelpful during the period under review, with poor share price
performance from most of the fund’s UK-focused companies. In
most instances, these companies did nothing wrong, but this is
a consistent feature of current market conditions.

The fund outperformed its benchmark, largely because of
performance by European equities (excluding the UK) and
emerging market equities.
Over the quarter, we reduced our holdings in equities across a range
of regions. We have recently become somewhat less optimistic on
the outlook for equities, given ongoing trade tensions between China
and the US, increasingly patchy economic data, falling earnings
expectations, and our forecast of fewer interest rate cuts in the US and
Europe than are currently expected. The biggest reduction was made
to the Europe ex-UK holdings. Though they rallied over the period,
we have concerns about the high level of borrowing of European
companies. Within bonds, we reduced our holdings in global
government bonds. We are more optimistic about corporate bonds
(issued by companies): slow but positive global economic growth,
gentle inflation (rising prices) and the prospect of interest rates
remaining low tends to be a sweet spot for corporate bonds.
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Q2 2019 Octopus
Omnis Multi-Manager Balanced Fund
We increased our weighting to bonds whilst retaining our holdings
in equities. We switched some of our investments in Franklin UK
Managers’ Focus into Ardevora UK Equity. ETF trading saw the
repurchase of iShares £ Index-Linked Gilts and introduction of
x-trackers Harvest CSI 300 (providing exposure to domestic China)
and the disposal of Vanguard FTSE 250.
Omnis Multi-Manager Adventurous Fund
The uncertainty of the Brexit situation led us to reduce our
domestic UK exposure as the chances of a hard Brexit increased
again with a Tory leadership battle. Merian Smaller Companies,
Artemis UK Select and the Vanguard FTSE250 ETF were trimmed.
We added to holdings in both the iShares FTSE 100 ETF and the
iShares GBP Corporate Bond ETF. We increased our weightings
to equities (partly the US Dividend Aristocrat ETF) and topped up
Hermes Asia ex Japan following weakness as its holding in Baidu
posted its first quarterly loss.
Omnis Multi-Manager Distribution Fund
Activity was dominated by (bond) ETF trading for income.
We expect this feature of the past few years to continue whilst
bond yields remain generally low. Underlying active investment
selection/allocation was fairly stable, with BlackRock Continental
European being reduced following the lead manager departure
last year. To compensate, we increased our exposure to Schroder
US Equity Income Maximiser.
Omnis Alternative Strategies Fund
As equity markets rebounded we trimmed our holdings in
NN Alternative Beta, Oaktree Global Convertibles and Allianz
Structured Return. Bluebay Global Sovereign Opportunities was
also trimmed. We initiated a position in the Tiedemann Arbitrage
Strategy, another merger arbitrage-based strategy to complement
the existing Ramius Merger Arbitrage strategy (which we also
added to). The US 7-10yr Treasury ETF and cash were also
increased to add to the portfolio’s short term robustness.
For more information about Omnis, including fund factsheets
please contact us on 01793 567 800 or through the website at
www.omnisinvestments.com
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Important Information
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.
Omnis Investments Limited is registered in England and Wales under Company Number
06582314, with its registered office at Washington House, Lydiard Fields, Swindon,
SN5 8UB. Omnis Investments Limited is authorised and regulated by the UK Financial
Conduct Authority (Firm Reference Number 611694).
Omnis Investments Limited does not provide; and nothing contained within this
document should be deemed to constitute, financial, investment, tax or any other
professional advice in any way. This document does not constitute or form part of
any offer to issue or sell, or any solicitation of an offer to subscribe or purchase any
investment nor shall it or the fact of its distribution form the basis of, or be relied on
in connection with, any contract therefore. Retail Clients (as defined in the rules of
the Financial Conduct Authority) should seek the assistance of a Financial Adviser.
The information contained in this document is strictly confidential. The content of this
document, including but not limited to text and graphics are the copyright of Omnis
Investments Limited and may not be copied, distributed, uploaded, re-published,
decompiled, disassembled or transmitted in any way without the prior written
consent of Omnis Investments Limited.
This document reflects the views of Omnis Investments Limited and/or the Investment
Managers at the time and may be subject to change. No representation, warranty, or
undertaking, express or limited, is given as to the accuracy or completeness of the
information or opinions contained in this document by Omnis Investments Limited
or any of its directors or employees and no liability is accepted by such persons for
the accuracy or completeness of any such information or opinions. As such, no
reliance may be placed for any purpose on the information and opinions contained
in this document.
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