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Young man, are you listening to me? 
“The obvious problem is that errors on allowing inflation to take hold, even if the data raise questions as to whether it will, involve another type of risk altogether. 
As a central bank we obviously can't take that kind of risk”. Greenspan 19941  
 
Are you the hunter? Or the hunted?  
 

 
 
Never thought about it like that when it comes to investing? Well then you are the hunted.  
The hunter is patient. Very patient. Always aware. Watching, calculating. Then pouncing. Fast and lethal.  
When I sit down with my trading coach, it is a recurring question. Indeed, it became my mantra. “Be the hunter, not the hunted” 
So what does that actually mean?  

If you are the hunted, you are in the herd. It means whatever everyone else is doing, you are doing. You are chasing the market when everyone chases, you are 
panicking when everyone panics. You are the fear and greed that provides opportunity for the calculated.  
Of course herds exist for a reason. There is relative safety in a herd. Get in the middle of a herd and nothing will touch you. Indeed, that is the attitude of many 
superannuation funds in Australia. It is known as the “Buffalo Theory”, first postulated by Cliff Clavin2 

"Well ya see, Norm, it's like this... A herd of buffalo can only move as fast as the slowest buffalo. And when the 
herd is hunted, it is the slowest and weakest ones at the back that are killed first. This natural selection is good 

                                                                 
1 https://www.federalreserve.gov/monetarypolicy/files/FOMC19940517meeting.pdf p33 
2 TV show “Cheers” 

https://www.federalreserve.gov/monetarypolicy/files/FOMC19940517meeting.pdf
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&ved=2ahUKEwj9gNygpvrdAhVQMd4KHUmeCKEQjRx6BAgBEAU&url=http://www.jaywildpix.com/1st-lion-attack-part-2&psig=AOvVaw31F1fknaZkjW6J7gTO9dzy&ust=1539206499506241
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for the herd as a whole, because the general speed and health of the whole group keeps improving by the regular 
killing of the weakest members. 

"In much the same way, the human brain can only operate as fast as the slowest brain cells. Excessive intake of 
alcohol, as we know, kills brain cells. But naturally it attacks the slowest and weakest brain cells first. 

In this way, regular consumption of beer eliminates the weaker brain cells, making the brain a faster and more 
efficient machine. That's why you always feel smarter after a few beers." 

So just get in the middle of the herd right? Safe for the most part. You won’t be the straggler. As an investor, you can just switch from the straggler 
back into the herd. Pretty simple.  

Except when there is a recession. Or a crisis. Or a bubble bursting. Then the whole herd “dies”. Well, not quite dies. But loses 20, 30 or even 50% of 
its value. But that’s ok right? Because everyone else did. Well it’s ok if you are a money manager, or asset accumulator as I prefer to say. Because 
the money won’t move elsewhere. But it is less than ok if you are an investor.  

The “smart” money knows this. The secret to building wealth is simple. Don’t lose money. That’s why wealthy individuals and families focus on 
absolute returns. Making money every year. Full stop. Not “making” money relative to a volatile benchmark.  

Ah, but you’re a “long term” investor right. And in the long term you simply have to own equities. Don’t worry about the odd little wobble. Just look at 
this chart. Over the long term, the stock market always goes up. 

 

That’s alright if you have a 20-30 year horizon… 

You have to be careful if you have a 10 year horizon. The chart below shows your return over 10 years buying and holding the Australian stock market. 
There are 6 periods3 in the last 50 years where your 10 year return was negative or close to.  

                                                                 
3 Note some periods lasted several years. For example, the 3 years prior to the financial crisis, and most of the 70’s (the last time the Fed lost control of inflation) 
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My point is on a 10 year horizon, you can’t afford to blindly (passively) invest in shares.  

And right now?  

I think you have to ask two questions; 

1. Are we within two years of a global (US) recession? 
2. Are we in a bubble? 

Let’s take the second one first. The US stock market. 

 

Mmm. Bubblish? 
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To be fair, we should look at the price/earnings ratio, or better still the cyclically adjusted price/earnings ratio (CAPE)4. 

 

So valuation is clearly high. Indeed, excluding the Dot Com bubble it is at historic highs. But this has been true for some time. How do you know if a 
correction is likely? Obviously, the rate of change in the discount rate (bond yields) is the most direct risk. But equity markets can also correct as prices 
extend well beyond their own fundamentals. We screen the major equity markets in the world across 20 different quantitative factors to delineate what 
each market is paying for growth, momentum and quality. The chart below summarises the factors on a daily basis since 1980. Even on this more 
granular basis the US equity market is historically expensive. 

 

                                                                 
4 Adjusts for the economic cycle by using 10 year average real earnings 
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The same factor screen for the Australian equity market suggests that local valuations are relatively fairly valued.  However, any correction in the US 
equity market will clearly reverberate around global equity markets, including Australia. 

 

So we have a US stock market that has become expensive. But expensive alone doesn’t mean a fall is imminent. It does, however, mean the market 
is vulnerable. Indeed, when Tim convert’s his factor screens into whether the SPX is flagging a correction in coming weeks it is notable that we have 
now moved through the threshold that has been useful in identifying prior corrections. 
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Of course, the real vulnerability for the equity market is the bond market. Why? Because low bond yields were making equities relatively attractive. 
What happens if bond yields rise? Equities relative to bonds move from 10% expensive to 25% expensive. Similar to 06/07… 

 

Are they about to rise materially? Last month (link to August piece), I outlined in detail why we thought bond yields in the US are about to rise. As I 
write (on the 7th October), the starter’s gun has fired for the bond vigilantes (though I suspect many didn’t hear it.) The US 10 year bond has finally 
broken the 2.8% to 3.1% range of the last 7 months. 

 

https://ellerstoncapital.com/wp-content/uploads/2018/09/Thought-Piece-Brett-Gillespie-Its-getting-hot-in-here-August-18.pdf
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Your fund is off to a flying start for October, but let’s not count our chickens. We are more focussed on the break extending to our long held targets of 3.5% by 
year end and perhaps 4% next year.  

So why are we calling the starter’s gun? What has happened in the last month? US growth accelerated.  

Consumer confidence, large service business confidence, and small business confidence respectively hit their highest levels since 2000, highest since the survey 
started in 1997, and highest since the survey started in 1974! 

 

My lord, that is pretty stunning! Small businesses are absolutely loving Trump. And Trump knows how to party. He is pouring more vodka into the William 
McChesney Martin’s proverbial punch bowl, with his unprecedented good time fiscal stimulus just hitting the economy now.  
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So what happens now? Well, this last month there were signs the Fed is getting concerned. It started with Lael Brainard. Was followed by Evans. And all 
importantly Powell.  

“With fiscal stimulus in the pipeline and financial conditions supportive of growth, the shorter-run neutral interest rate is likely to move up somewhat further, and it 
may well surpass the longer-run equilibrium rate for some period.” Lael Brainard 12 September 2018 

“I’m looking for policy to move gradually to a mildly, modestly restrictive stance because the outlook is good.” Charles Evans 3 October 2018 

 

“Interest rates are still accommodative, but we’re gradually moving to a place where they’ll be neutral -- not that they’ll be restraining the economy”. “We may go 
past neutral. But we’re a long way from neutral at this point, probably.” Jerome Powell 3 October 2018 

 

Part of this concern emanates from the Fed’s estimate of the short term neutral real cash rate, or r*.5 Their new estimate jumped close to 1% in August (red line 
below). So in July they believed the short term neutral cash rate was about 2.25% (2% inflation plus 0.2% real rate). Suddenly their calculations suggest it is 
about 3%. Whoops.  

 

Why the change? Simply put, because the calculation of the short term r* relies on feedback from the economy. If the economy is stronger than expected, the 
cash rate must be further away from neutral, ergo neutral is higher. Using r* was a neat way of justifying a low cash rate when growth was subdued. But as 
growth accelerates, the estimate moves sharply higher. Indeed, were inflation to move to 2.4%, and unemployment to 3.4%, the short neutral rate skyrockets. 
Tim has constructed a Taylor rule using the Fed’s calculation for r* and our estimate of NAIRU (u*). A little bit of growth and inflation overshoot quickly suggests 
a 4.5% cash rate.  

                                                                 
5 This is the Fed’s estimate of the (real) cash rate that will neither stimulate nor suppress growth. Hence when the economy is at full employment, and inflation is at target, this is their estimate of where the 
cash rate should be. 
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Brainard’s speech focussed on how quickly the short term measure is rising. Powell has chosen to downplay the message from r* now (the cynic might suggest 
now that it does not suit his desire), and focus on the real time message from the data. He lauds Greenspan’s approach in 1996-97. Personally I think that will 
come back to bite him (hard) as well. He should be looking to Greenspan in 1994. 

Why? Well let’s consider the 96/97 analogue. The economy was strong. Policy was already restrictive. Inflation was contained. And productivity was trending 
higher. Greenspan correctly identified that the trend pick up in productivity was going to continue, driven by the internet. This meant potential growth was higher, 
and the economy could grow faster without generating inflation.  
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This led to Greenspan’s “maestro” accolade. A little premature as it turned out, as it helped fan the dot com bubble… 

But is now like 96/97? Well no. Firstly, productivity is not trending higher. It may, but it isn’t now. Secondly, policy is accommodative, perhaps very accommodative. 
So it is a much more dangerous time to “experiment”.  

In actual fact, it is more like 1994. Growth is accelerating. In February 1994, when Greenspan started hiking, he thought NAIRU was about 6.5%. In May 1994, 
unemployment fell 0.3% in a single month, to 6.1%. Greenspan hiked 50 basis points. The more unemployment fell through NAIRU, the more aggressive he 
hiked, with the big 75 pointer in Nov 94.  

 
 
If growth accelerates in the US now, and more particularly in the unemployment rate starts to fall faster than the recent trend, then Powell is challenged. Given 
the strong momentum in the data, maybe the September print of 3.7% unemployment (lowest since 1969) is the start of the acceleration.  
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How will Powell react? I’m not sure. He is not an economist. So I doubt he will have the economic conviction of Greenspan.6 Indeed, at the moment he seems 
to be looking the wrong way, at 96/97! 

And if he is late? Well that is how most recessions occur. 

So I think what has caused the bonds to break this month is twofold; 

a) The data has accelerated 
b) Several governors, including Chairman Powell, have become more “hawkish”, reflecting either a conviction that neutral is higher, or the economy is 

stronger and policy will clearly have to move restrictive. Or both. 

 
Of course there are other factors that we have been talking about for the last year. The ECB has commenced tapering – halving its purchases of bonds from 60b 
a month to 30b a month in October. And the tax changes that encouraged corporates to purchase bonds ahead of September 15th has now passed.  
 
So what now? Bear market moves in bonds are notoriously quick. Typically a capitulation trade. But wait. “The market has record short positions” I hear your say. 
Look at the CFTC positioning data. 
 

 
 

As I have said in the past, a little bit of knowledge is a dangerous thing. I don’t like the CTFC data for positioning, and particularly a lot of the analysis you see. 
Our own measure of positioning in the US rate market suggests only modest rate shorts. (see appendix for a more detailed discussion) 

                                                                 
6 In actual fact Greenspan was the dove in this episode. The majority of the Fed governors actually wanted to start with a 50 point hike in February, and he convinced them to do 25. Similarly in August, 
after the 50 point move, the majority wanted a tightening bias and he convinced them to have a symmetrical bias. 

Source: Ellerston, GMF, Bloomberg 
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So back to the quick. If positioning isn’t an obstacle, will it be a quick move? What does it take for a quick bear market move? In short, you need a consensus to 
break. How does that happen? Typically in the face of overwhelming evidence. What could that be? 

a) An acceleration in wages 
b) An acceleration in inflation 
c) A pre-emptive acceleration in Fed hikes, likely sparked by an acceleration in growth 

 
Wages are flashing orange. A 0.4 next month would likely push bonds over the edge, with AHE jumping to 3.4% on base effects. 
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We forecast core inflation to rise to 2.5% by June 2019, on its way towards 3% by year end.  Not a near term flash point, but it will be a big one as 2.5% is 
breached in mid-year. 

 

And what about the Fed? Well think about this.  

A hiking cycle of one 25 point hike every 3 months is half the speed of the slowest ever hiking cycle the Fed has ever conducted.  

When a central bank changes pace, the market reaction is usually seismic. Powell has made it very clear he will hike faster if required. I’m not entirely 
convinced he will, but if it becomes a genuine possibility, watch out. Expect a 50-75 basis point sell-off across the curve in a matter of weeks.  

So we open our mind to the potential size of the US bond move. One has to have seen these moves before – an old fashioned bond vigilante, of which there are 
very few of us left, to understand how quickly the market can break.7 We continue to hold the short bond positions we built in options over the last two months, 
and this week (October) they have moved in the money. 

Finally, a word on the war. The tariff war with China and the US. It ain’t getting better. In fact it is quietly escalating into a geo-political cold war. The market has 
“sold the rumour, bought the fact”, insomuch as equities have rallied since the US imposition of tariffs on 200b of Chinese imports. Some heart was taken from 
the initial 10% rate, albeit this is slated to rise to 25% on Jan 1. And some heart that China moderated their response, and hence Trump at this stage has not 
initiated the threatened “Phase 3” tariffs. But make no mistake. Trump is turning up the pressure. The move to sanction China for buying weapons from Russia, 
and the rapprochement in Mike Pence’s speech at the Hudson Institute (Oct 5th), has alienated China. And it is not clear what China can offer to placate Trump. 
Nonetheless, with the mid-term elections looming in early November, Trump has opted to play it a little safe on tariffs. We still expect escalation following the mid-
terms, and still hold our exposure to a weaker Chinese currency.  
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APPENDIX 

So why don’t I like CFTC data? Well firstly, most people don’t take the time to understand it.  They assume “leveraged funds” are the only active managers, and 
look at the position of that group only. 

But are leveraged funds so different to asset managers? After all, active asset managers are, well, active. Currently their positions simply offset the leveraged 
positions. 

 

But for the sake of argument, let’s assume only “leveraged” positions matter.  
 

 

Wow, a record short they say. But hold on to your hat. Firstly one needs to adjust for a larger market. We can do this by dividing by the open interest. 

Source: Ellerston, GMF, Bloomberg 
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Still extreme, but not a record. But are we looking at the right history? The disaggregated data only goes back to 2006. Ie it barely includes a hiking cycle.  

So how is positioning compared to past hiking cycles? Prior to 2006, we only have two categories. Commercial and non-commercial. Non-commercial were 
considered the active positions. And wow, a massive short in “non-commercials”. 

 

 
 
But again if we adjust for open interest, extreme but not so outstanding.  
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But does it really tell us about positioning? We can actually back test this by looking at the performance of global macro managers (a large part of the leveraged 
community) v positioning data. For example, Nomura’s work analyses the beta of global macro investors to US bonds (and equities). They find macro investors 
have actually been long bonds since July. Doesn’t square with the CFTC data, but does with the price action. 

 

 

Hence I prefer a different indicator. The option market. Typically if investors want short exposure they buy puts. If they want long exposure they buy calls. With 
the generous help of Tom Dormin from Grant Part Securities, we have analysed Eurodollar positioning as reflected in put and call premium since 1990. In bear 
markets I like to look at the total $ amount invested in put options (divided by open interest, which allows for the increasing size of the market). 

Source: Ellerston, GMF, Bloomberg 
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It looks mid-range. However, we are in a hiking cycle. There is always more money invested puts during a hiking cycle. So the below chart looks at hiking cycles 
only (though I have included the taper tantrum). It shows current positioning is moderate at best (39 percentile as shown in our bar chart in the main paper). 

 

Note the range in this cycle is similar to the range in the 99/00 hiking cycle and 04/06 hiking cycle. And the positioning was much more extreme in the 1994 hiking 
cycle and the 2013 taper tantrum. Why? Because in the latter two, the market was unsure how far rates needed to rise. In 1994, hikes were getting larger. In 
2013, the market didn’t know what would happen when Fed purchases stop. For the time being we should measure the size of short positioning relative to 99 
and 04. But if wages/inflation accelerate, get ready for a massive increase in short positioning.  

 
Brett Gillespie  
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Ellerston Global Macro Fund Overview: 

The Fund aims to operate a discretionary, medium-term global macro strategy with an unconstrained, absolute approach. It focuses on capital preservation and 
aims to have low to negative correlation to traditional asset classes. 

The Fund aims to generate superior returns over a range of market conditions. The Fund aims to achieve its objective by implementing a strategy which focuses 
on a number of fundamentally derived core themes optimised via trade execution and portfolio construction. The Fund invests in a portfolio of fixed interest, 
foreign exchange, equity and commodities. 

Ellerston Global Macro Team: 

Brett Gillespie – Head of Global Macro 
Brett has worked in the financial services industry for over 29 years with over 26 of these as a fundamental medium term macro trader. Brett joined Ellerston 
Capital in November 2016 as Head of Global Macro. Before joining Ellerston, Brett spent over 10 years as Senior Portfolio Manager at Tudor Investment 
Corporation in both London and Sydney.  
Prior to this Brett spent two years contracted to manage capital for Commonwealth Bank of Australia on an absolute return basis. Brett began his career in 1989 
at Bankers Trust as a Futures Broker then Proprietary Trader. Brett transitioned to BT Funds Management Ltd to the position of Executive Vice President, Head 
of Cash and Cash Enhanced Products and in 1999 commenced management of Intermediate Bond Funds. Brett’s last held position here was Head of Global 
Sovereign Bonds.  
Brett has a Bachelor of Economics degree from the University of Sydney and has been a guest panel speaker at the OECD Business and Finance Outlook 
Conference and a guest lecturer at the London Business School. 

Tim Toohey – Chief Economist 
Tim joined Ellerston capital in March 2017 as Chief Economist within the Global Macro Team, bringing 25 years industry experience as an economist. Tim joined 
from Goldman Sachs where he was Chief Economist and Head of Macro Strategy Australia and New Zealand. In 2002, Tim joined JBWere (who later merged 
with Goldman Sachs in 2003) as a Senior Economist in the research department and was named Managing Director in 2009. Prior to this, Tim was 
Macroeconomist with the ANZ Banking Group for two years. Tim began his career as a Senior Economist with the National Institute of Economic and Industry 
Research.  
Tim has been voted in the Greenwich survey as the number one Economist in Australia from 2003-2016. 

Tim has a Bachelor of Commerce degree from the University of Melbourne (Honours in Economics) and a Masters of Economics also from The University of 
Melbourne. 

Robert Chiu – Portfolio Manager 
Robert has worked in the financial services industry for 12 years, joining Ellerston as a Portfolio Manager in April 2017.  

Robert joined Ellerston after three years at Brevan Howard as a Trader based in Hong Kong. Prior to this, Robert was an Associate at Morgan Stanley in their 
Global Capital Markets division in Sydney. Robert began his career in Analyst roles at Corpac Partners PwC, Citi Group and BHP Billiton. 

Robert has a Bachelor of Laws degree with honours from the University of Sydney and a Bachelor Commerce with majors in Accounting and Econometrics. 

Howard Chang – Analyst 
Howard joined Ellerston as an Investment Analyst in February 2017. Howard joined from Russell Investments, where he worked as an Actuarial Analyst, valuing 
and modelling superannuation funds for 3 years. Prior to this, Howard was an Analyst in the Group Finance Division at Westpac. Howard began his career in an 
Analyst role at Russell Investments. 
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taking account your objectives, financial situation or needs. For further information, please refer to the PDS available by contacting info@ellerstoncapital.com. This information is current 
as at the date on the first page.  
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	“With fiscal stimulus in the pipeline and financial conditions supportive of growth, the shorter-run neutral interest rate is likely to move up somewhat further, and it may well surpass the longer-run equilibrium rate for some period.” Lael Brainard 1...
	“I’m looking for policy to move gradually to a mildly, modestly restrictive stance because the outlook is good.” Charles Evans 3 October 2018
	“Interest rates are still accommodative, but we’re gradually moving to a place where they’ll be neutral -- not that they’ll be restraining the economy”. “We may go past neutral. But we’re a long way from neutral at this point, probably.” Jerome Powell...
	Part of this concern emanates from the Fed’s estimate of the short term neutral real cash rate, or r*.4F  Their new estimate jumped close to 1% in August (red line below). So in July they believed the short term neutral cash rate was about 2.25% (2% i...
	Why the change? Simply put, because the calculation of the short term r* relies on feedback from the economy. If the economy is stronger than expected, the cash rate must be further away from neutral, ergo neutral is higher. Using r* was a neat way of...
	Brainard’s speech focussed on how quickly the short term measure is rising. Powell has chosen to downplay the message from r* now (the cynic might suggest now that it does not suit his desire), and focus on the real time message from the data. He laud...
	Why? Well let’s consider the 96/97 analogue. The economy was strong. Policy was already restrictive. Inflation was contained. And productivity was trending higher. Greenspan correctly identified that the trend pick up in productivity was going to cont...
	Source: Ellerston Capital Limited
	This led to Greenspan’s “maestro” accolade. A little premature as it turned out, as it helped fan the dot com bubble…
	But is now like 96/97? Well no. Firstly, productivity is not trending higher. It may, but it isn’t now. Secondly, policy is accommodative, perhaps very accommodative. So it is a much more dangerous time to “experiment”.
	In actual fact, it is more like 1994. Growth is accelerating. In February 1994, when Greenspan started hiking, he thought NAIRU was about 6.5%. In May 1994, unemployment fell 0.3% in a single month, to 6.1%. Greenspan hiked 50 basis points. The more u...
	If growth accelerates in the US now, and more particularly in the unemployment rate starts to fall faster than the recent trend, then Powell is challenged. Given the strong momentum in the data, maybe the September print of 3.7% unemployment (lowest s...
	How will Powell react? I’m not sure. He is not an economist. So I doubt he will have the economic conviction of Greenspan.5F  Indeed, at the moment he seems to be looking the wrong way, at 96/97!
	And if he is late? Well that is how most recessions occur.
	So I think what has caused the bonds to break this month is twofold;
	Source: Ellerston, GMF, Bloomberg
	So back to the quick. If positioning isn’t an obstacle, will it be a quick move? What does it take for a quick bear market move? In short, you need a consensus to break. How does that happen? Typically in the face of overwhelming evidence. What could ...
	Source: Ellerston, GMF, Bloomberg
	We forecast core inflation to rise to 2.5% by June 2019, on its way towards 3% by year end.  Not a near term flash point, but it will be a big one as 2.5% is breached in mid-year.
	And what about the Fed? Well think about this.
	A hiking cycle of one 25 point hike every 3 months is half the speed of the slowest ever hiking cycle the Fed has ever conducted.
	When a central bank changes pace, the market reaction is usually seismic. Powell has made it very clear he will hike faster if required. I’m not entirely convinced he will, but if it becomes a genuine possibility, watch out. Expect a 50-75 basis point...
	So we open our mind to the potential size of the US bond move. One has to have seen these moves before – an old fashioned bond vigilante, of which there are very few of us left, to understand how quickly the market can break.6F  We continue to hold th...
	Finally, a word on the war. The tariff war with China and the US. It ain’t getting better. In fact it is quietly escalating into a geo-political cold war. The market has “sold the rumour, bought the fact”, insomuch as equities have rallied since the U...
	Source: Ellerston, GMF, Bloomberg
	APPENDIX
	So why don’t I like CFTC data? Well firstly, most people don’t take the time to understand it.  They assume “leveraged funds” are the only active managers, and look at the position of that group only.
	But are leveraged funds so different to asset managers? After all, active asset managers are, well, active. Currently their positions simply offset the leveraged positions.
	But for the sake of argument, let’s assume only “leveraged” positions matter.
	Wow, a record short they say. But hold on to your hat. Firstly one needs to adjust for a larger market. We can do this by dividing by the open interest.
	Source: Ellerston, GMF, Bloomberg
	Still extreme, but not a record. But are we looking at the right history? The disaggregated data only goes back to 2006. Ie it barely includes a hiking cycle.
	So how is positioning compared to past hiking cycles? Prior to 2006, we only have two categories. Commercial and non-commercial. Non-commercial were considered the active positions. And wow, a massive short in “non-commercials”.
	But again if we adjust for open interest, extreme but not so outstanding.
	But does it really tell us about positioning? We can actually back test this by looking at the performance of global macro managers (a large part of the leveraged community) v positioning data. For example, Nomura’s work analyses the beta of global ma...
	Hence I prefer a different indicator. The option market. Typically if investors want short exposure they buy puts. If they want long exposure they buy calls. With the generous help of Tom Dormin from Grant Part Securities, we have analysed Eurodollar ...
	Source: Ellerston, GMF, Bloomberg
	It looks mid-range. However, we are in a hiking cycle. There is always more money invested puts during a hiking cycle. So the below chart looks at hiking cycles only (though I have included the taper tantrum). It shows current positioning is moderate ...
	Note the range in this cycle is similar to the range in the 99/00 hiking cycle and 04/06 hiking cycle. And the positioning was much more extreme in the 1994 hiking cycle and the 2013 taper tantrum. Why? Because in the latter two, the market was unsure...
	Source: Ellerston, GMF, Bloomberg
	Source: Ellerston, GMF, Bloomberg
	Ellerston Global Macro Fund Overview:
	The Fund aims to operate a discretionary, medium-term global macro strategy with an unconstrained, absolute approach. It focuses on capital preservation and aims to have low to negative correlation to traditional asset classes.

	The Fund aims to generate superior returns over a range of market conditions. The Fund aims to achieve its objective by implementing a strategy which focuses on a number of fundamentally derived core themes optimised via trade execution and portfolio ...
	Ellerston Global Macro Team:
	Brett Gillespie – Head of Global Macro
	Brett has worked in the financial services industry for over 29 years with over 26 of these as a fundamental medium term macro trader. Brett joined Ellerston Capital in November 2016 as Head of Global Macro. Before joining Ellerston, Brett spent over ...
	Prior to this Brett spent two years contracted to manage capital for Commonwealth Bank of Australia on an absolute return basis. Brett began his career in 1989 at Bankers Trust as a Futures Broker then Proprietary Trader. Brett transitioned to BT Fund...
	Brett has a Bachelor of Economics degree from the University of Sydney and has been a guest panel speaker at the OECD Business and Finance Outlook Conference and a guest lecturer at the London Business School.
	Tim Toohey – Chief Economist
	Tim joined Ellerston capital in March 2017 as Chief Economist within the Global Macro Team, bringing 25 years industry experience as an economist. Tim joined from Goldman Sachs where he was Chief Economist and Head of Macro Strategy Australia and New ...
	Tim has been voted in the Greenwich survey as the number one Economist in Australia from 2003-2016.
	Tim has a Bachelor of Commerce degree from the University of Melbourne (Honours in Economics) and a Masters of Economics also from The University of Melbourne.
	Robert Chiu – Portfolio Manager
	Robert has worked in the financial services industry for 12 years, joining Ellerston as a Portfolio Manager in April 2017.
	Robert joined Ellerston after three years at Brevan Howard as a Trader based in Hong Kong. Prior to this, Robert was an Associate at Morgan Stanley in their Global Capital Markets division in Sydney. Robert began his career in Analyst roles at Corpac ...

	Robert has a Bachelor of Laws degree with honours from the University of Sydney and a Bachelor Commerce with majors in Accounting and Econometrics.
	Howard Chang – Analyst
	Howard joined Ellerston as an Investment Analyst in February 2017. Howard joined from Russell Investments, where he worked as an Actuarial Analyst, valuing and modelling superannuation funds for 3 years. Prior to this, Howard was an Analyst in the Gro...
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