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Clarity Funds Management
An overview

• Clarity Funds – NZ owned & based 

investment management company

• Investment Services Group – total 

FUMA exceeds $4bn

• Clarity current FUM >$500m1

• Working with industry leaders such 

as BNP Paribas, Guardian Trust and 

MMC

1As at 18 September 2019



Clarity Funds Management
Product suite

• Dividend Yield Fund

• Trans-Tasman Fund

• Fixed Income Fund

• Global Shares Fund

• Diversified Income Fund

• Diversified Growth Fund

and coming soon…

• TAHITO Trans-Tasman Fund

• New Zealand Equity Fund



Welcome to Wonderland

Asset class 

returns (%)

YTD 3yr 5yr 10yr

NZ shares 22.1 13.3 15.5 13.2

Global shares 21.8 15.1 12.3 10.0

NZ bonds 6.6 5.0 5.9 6.3

Global bonds 9.3 3.8 4.2 4.3

Source: Bloomberg. Total returns are shown for S&P/NZX50, MSCI World in NZD, NZ A-Grade Corporate Bond Index and Bloomberg Barclays Global Aggregate Hedged
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But are the best times behind us?

Source: Bernstein Research, FactSet and MSCI Global. Monthly data as of 31 December 1979 to 30 June 2019. Shiller CAPE ratio is the price-to-earnings ratio 

based on average inflation-adjusted earnings from the previous 10 years. CAPE = Cyclically Adjusted PE Ratio. Total returns are gross and in US dollars for the 

MSCI World Index.

We are currently 
in this region. 



A different beta outlook ahead

• No more easy gains

• Alpha generation key to meeting longer term return 

objectives

• Active management and manager selection important



Growth has outperformed value since GFC



Disruptive forces supportive of growth stocks

Technology adoption curves

Technology adoption curves

Source: Asymco



Valuation gap between US Growth and Value 

has widened
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Significant 
divergence in last 
few years

Narrow Valuation Spreads

Wide Valuation Spreads

Source: Compustat and Goldman Sachs Global Investment Research. Monthly data as of 31 December 1984 to 20 June 2019 for the S&P 500 Index (“US equity”). Stocks within the S&P 500 Index are bucketed into 
quintiles based on their forward price-to-earnings ratio each month such that the top quintile has the highest P/E stocks and the bottom quintile contains the lowest P/E stocks. Above, we plot the median forward price-

to-earnings (P/E) spread to understand the relationship between the top and bottom quintile buckets. The median forward P/E spread is calculated as the difference between the median forward P/E within the top 

quintile and the median forward P/E within the bottom quintile each month. This spread is then compared to the long -term average spread and plotted as a bar chart shown above. Values above “0x” indicate that the 
valuation spread between top and bottom quintile forward median P/Es is above the long -term average valuation (“Wide valuation spread”). Values below “0x” indicate that the valuation spread between top and bottom 

quintile forward P/Es is below the long-term average valuation (“Narrow valuation spread”). 



Value will make a comeback

• Long term historic data shows value 

strategies mean revert strongly after 

a period of underperformance 

• Value outperforms 80% of the time 

over the next year, and 85% of the 

time over next three years

Value reversals in the US: 1927-2017

Year

3 yr 

performance: 

Value vs 

Growth

Next year's 

relative 

return

Next 3 year's 

relative 

return (pa)

1939 -12% -1% 10%

1940 -11% 11% 23%

1991 -10% 24% 14%

1980 -9% 25% 20%

2009 -8% -5% -1%

1999 -8% 40% 22%

2011 -8% 10% 3%

1932 -6% 28% 5%

1931 -5% 10% 4%

2010 -5% -8% 0.9%

1953 -3% 26% 10%

2015 -3% 23% -3%

1941 -3% 20% 25%

1930 -2% -14% 8%

2012 -1% 1% -3%

1967 -1% 19% 10%

1957 -1% 13% 3%

1981 -0.4% 13% 18%

2000 -0.3% 19% 11%

1969 -0.3% 22% 4%

Average -5% 14% 9%

Frequency 80% 85%

Data from LSV Asset Management and Ken French website



When will it happen?

Why is a 

raven like a 

writing desk?



Catalysts for value leadership?

• Increasing interest rates

• Market correction

• Looming risks for technology companies



Regulation a looming risk for tech stocks
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Source: BoFA Merrill Lynch



Clarity Global Shares Fund
MFS Blended Research strategy overview



Clarity Global Shares Fund
Key Fund Statistics (as at 31 August 2019)

Fundamentals 

(weighted average)
Portfolio Benchmark^

Price/Earnings1 12.3X 15.3X

PEG ratio 1.6X 1.7X

Dividend Yield 2.9% 2.5%

Market Capitalisation2 245bn 256bn

Number of holdings 104 2,839

Tracking Error3 1.85%

Active share 82%

M̂SCI AC World ex Tobacco Index 50% hedged to NZD
112 month f orward ex-negativ e earnings
2 Weighted av erage
3 Barra predicted tracking error. Source: Barra



Clarity Global Shares Fund
Performance (to 31 August 2019)

The Fund’s return is after deduction for fees/charges and before tax. The benchmark returns reflect no deductions for chargesand tax. The benchmark is the MSCI 

AC World ex Tobacco Index 50% hedged to NZD. Inception date w as 26/4/17. Past performance is not necessarily indicative of future returns. 

3 Months 12 Months Since 

Inception pa

(April 2017)

Fund (net) 5.7% 0.3% 7.5%

Benchmark 6.2% 2.7% 9.8%

Difference -0.5% -2.4% -2.2%

Fund Size $NZ83m

Strategy Size $US856m



MFS Blended research strategy
Consistency of Historical Relative Outperformance



Socially responsible?



Clarity Global Shares Fund Summary
Key Features

Actively managed and diversified global equity 

strategy

80 – 120 stock holdings; holdings may differ 

significantly from underlying benchmark index

In partnership with leading global equity manager MFS, a US based global asset manager

Responsible investment approach ESG integration; excludes controversial  weapons & 

tobacco

Focus to exceed the return of broader global equity 

markets (benchmark) over medium term (at least 5 

years) net of fees and expenses

Benchmarked to the MSCI All Country World ex-

tobacco Index, 50% hedged to NZD1

Competitive pricing Management Fee – 0.66% p.a.

Admin charges and expenses – 0.40% p.a.2

Designed for NZ investors PIE structure, 50% NZD hedged

Unique investment approach (combines quantitative 

and qualitative research)

Potential for strong risk-adjusted results across 

changing market environments

Track record of adding value The underlying strategy has a 5 year plus track record 

of adding value

1MSCI All Country World ex-Tobacco (net dividends reinvested), measured in NZ dollars 50% hedged to NZ dollar.
2Please refer to the PDS for Clarity Funds Management (dated 5 November 2018) for full details on fees. The fees stated above were charged in the 
year ending 31 March 2019. 



Disclaimer

This presentation is for information purposes only and contains summarised information. It does not take into 

account your investment needs or personal circumstances and so is not intended to be viewed as investment or 

financial advice. Should you require financial advice you should always speak to your Authorised Financial Adviser. 

A Product Disclosure Statement (PDS) for the fund/s mentioned in this presentation is available from Clarity Funds 

Management Limited (Clarity). Investors should read and understand the PDS for the relevant fund(s) in which they 

invest and satisfy themselves they understand all the terms and conditions of investment in the fund/s.

The price, value and income derived from investments may fluctuate because values can go down as well as up and 

investors may get back less than originally invested. Past performance is not indicative of future results and no 

representation or warranty, express or implied, is made regarding future performance. Neither Clarity nor any related 

company of Clarity, guarantees any particular rate of return on, or the performance of, the Clarity Funds, nor do they 

guarantee the repayment of capital from the Clarity Funds. 

Reference to taxation or the impact of taxation does not constitute tax advice. The levels and bases of taxation may 

change. Where an investment is denominated in a foreign currency, changes in rates of exchange may have 

adverse effect on the value, price or income of the investment. This presentation has been prepared from published 

information and other sources believed to be reliable, accurate and complete at the time of preparation. While every 

effort has been made to ensure accuracy, Clarity, nor any person involved in this publication, accept any liability for 

any errors or omission.


