
BACKGROUND 

For the fourth year running, I
Brillient’s annual portfolio c
conference.  The conference facilitates debate
on investment markets, stra

 attended 
onstruction 

 
tegies and 

investing.  Since August 2002, it has gained a 
reputation as ‘the’ investment conference of 

 included: 
or; The Pain 

under; 

elth – CIO & Lead PM; 5 Oceans 
t; Australia 

rtner; Centennial 

f Quant 
 Hong Kong 

 Dr Horace ‘Woody’ Brock – Founder; 
ns; USA 
rrelly’s; 

 being held, 
essor Niall 
 During the 

roup which 
y over the 

r deflation.  
d their hand 

er opted for 
 few months 
ith a larger 

managers in 

 

GENERAL ADVICE WARNING 

rvices 
lder of 

No 
 only, 

estor’s    
tion or 
by any 

n a
shou
r

sonal objectives, situation and needs,
and consult their financial adviser. Past
performance is not indicative of futu
performance. 

 

This note is issued by Profile Financial Se
Pty ltd (ABN 32 090 146 802), ho
Australian Financial Services Licence 
226238. It contains general information
and does not take into account any inv
individual objectives, financial situa
needs.  It should not be relied on 
individual.  Before making any decisio
the information provided, investors 
consider its appropriateness having rega
their per

      

the year. 
bout 

ld 
 
This year, key note speakers
 Jonathan Pain - Editds to 

 Report; Australia 
 Chris Wattling - CEO & Fo

 
re 

Longview Economics; UK 
 Chris S

Asset Managemen
 Manu Bhaskaran – Pa

Group; Singapore 
 David Owyong – Head o

Research; MSCI Barra;

Strategic Economic Decisio
 Tim Farrelly – Principal; Fa

Australia 
 
Two weeks prior to this conference
I attended a presentation by prof
Fergusson of Harvard University. 
presentation he asked the g
scenario we believed was more likel
next twelve months: inflation o
About two thirds of the room raise
for deflation, while the remaind
inflation.  He then described how a
ago he ran the same exercise w
group of ‘sophisticated’ money 
the US (hedge funds, pension fun
outcome in that case was a fifty-f
con

ds etc). The 
ifty split. His 

clusion, after running this exercise several 
more times, was that no-one really had any 

on (amongst 
eme around 
seemed to 

construction 

Investment managers, who prior to the crisis 
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forced to rethink their entire investment 
strategy. Welcome to a world dominated by 
macro-economics. An environment where you 
can no longer afford to just think little picture… 

Jai Parrab 
Head of Investment Research 
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earnings, and vice versa.  
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trillion of unfunded liabilities, 
advanced economies alike will be subjec
what he described as ‘the prisoner
electoral politics’. 

 
 
 
 
 
 
 

FACT BOX 
Prisoner's dilemma: a non-zero-sum game in 
which both players have the individual incentive 
not to cooperate, even though they would be 
better off if they did cooperate. This tension 
between individual incentive and collective 
incentive is what makes the prisoner’s 
dilemma intriguing. 

In the classic prisoner's dilemma, two suspects 
are arrested by the police. The police have 
insufficient evidence for a conviction, and, 
having separated the prisoners, visit each of 
them to offer the same deal. If one testifies for 
the prosecution against the other (defects) and 
the other remains silent (cooperates), the 
defector goes free and the silent accomplice 
receives the full 10-year sentence. If both 
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remain silent, both prisoners are sentenced to 
only six months in jail for a minor charge. If 
each betrays the other, each receives a five-
year sentence. Each prisoner must choose to 
betray the other or to remain silent. Each one 
is assured that the other would not know about 
the betrayal before the end of the investigation. 
How do the prisoners usually act? Individually, 
each has an incentive to defect even though 
both remaining silent would give a better 
outcome. 
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tories developing, and we are 
actively running the ruler over the most 
appropriate access points.  There certainly is a 
an ‘opportunity risk’ that markets run away, but 
our view is that they are far more likely to stay 
flat for the medium term. 

You cannot control the markets, but you can 
manage your risks. 

 

PROFILE’S PORTFOLIOS… 
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Looking at significant disequilibrium
talked to China’s exceptional decade of y
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different economic environments
different economic stresses. 
Step 4: Repeat step 3. 

In line with conference takeouts, w
that any significant economic gro
derived from Asia and 

currency (the Yuan) should have apprecia
300% over this time, instead it has rise
35%.  While China is a great s
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Therefore our equity exposures
tilted towards this theme.  We m
investments both directly, and in
those companies that should b
growth in these geographic regions.
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resounded from the conference were: 
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