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INTRODUCTION
WHO ARE PARALA CAPITAL?

Parala Capital is a macro-economic investment firm founded in 
2007 by world class academics and industry practitioners.  The 
firm advises on over US$2bn* for institutions and a family of 
multi-asset and alternative funds.  It has developed a proprietary 
technology based on the academic research of the founding 
partners that is predictive across asset classes, markets, sectors 
and funds.  ARIA and Parala have teamed up to distill Parala’s 
expertise in asset allocation into a family of risk-rated private 
client model portfolios and UCITS 5 funds - the Macro Multi-Asset 
(MMA) portfolio family.

(*As at February 2017)
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Steven Goldin
Steven is a senior portfolio manager for the Macro Multi-Asset portfolios, and Managing 
Partner at Parala Capital. Previously, Steven was Global Head of Strategy Indices with 
Standard & Poors and holds an MBA from New York University Stern School of Business, 
where he graduated summa cum laude.

Allan Timmermann
Allan is the holder of the Atkinson/Epstein Chair in Management Leadership at the Rady 
School of University of California, San Diego where he is also a professor of management and 
economics. He has been a visiting scholar at the IMF and the Federal Reserve Board and has 
taught at the London School of Economics.

Russ Wermers
Russ is Professor of Finance at the Smith School of Business, University of Maryland. His 
papers have been published widely in the American Economic Review, the Journal of Financial 
and Quantitative Analysis, the Journal of Financial Economics, and the Journal of Finance. He 
has designed stock selection strategies for Goldman Sachs long-only and hedge funds and 
worked for the ECB and Bank of Italy.

KEY PROFESSIONALS
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The investment world is complex and with thousands of choices  
available, and with a dizzying array of developments in financial 
markets, not to mention the global economy, making sense of it 
all, and building a portfolio of suitable investments can leave even 
experienced investors confused. 

Moreover, having built a portfolio, the work does not stop there. Over time, market conditions change, 
government policies change, the economy goes through cycles and fund managers move from 
company to company creating uncertainty for investors.
 
That being the case, without careful monitoring, and active management, even a well diversified 
portfolio may not deliver expected returns given a changing investment environment.

The Parala Macro Multi-Asset portfolio strategies have been designed to shoulder this burden. We 
create a portfolio of investments on your behalf, actively managed by an experienced investment team 
and guided by world renowned academic practitioners employing sophisticated economic models.

DETERMINING YOUR INVESTMENT PROFILE

The first step in the process is for you and your financial adviser to determine your investment 
profile using a risk profiling or suitability assessment process. This tries to ensure that your money is 
invested within a portfolio designed to meet your investment objectives, but most importantly taking 
into account your appetite for investment risk.

Your financial adviser will assess your attitude to risk and establish your objectives and investment 
time horizon. This will allow them to determine your investment profile.

The discretionary portfolio service is underpinned by regular communication and by providing as 
much transparency as possible, in how we manage your investments. Therefore, the following pages 
set out how your portfolio is constructed to meet your investment objectives.

RISK-RATED SOLUTIONS:

The Parala Macro Multi-Asset portfolio strategies are available as individual portfolios of Exchange 
Traded Funds (ETFs) as well as in three diversified Multi-Asset funds as follows:

CUSTOMISED AND ACTIVELY 
MANAGED PORTFOLIOS

Cautious Income MMA Balanced MMA Dynamic Growth MMA

Sector :  
IA Mixed Asset 0-35% Equities

Sector :  
IA Mixed Asset 20-60% Equities

Sector :  
IA Mixed Asset 40-85% Equities
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ACTIVELY MANAGED PORTFOLIO STRATEGIES

As their names suggest, each fund has been designed, and is managed, to meet differing 
investment aspirations based largely upon an investor’s individual tolerance to risk.

Each of the three portfolio strategies is a highly diversified, actively managed multi-asset 
portfolio, with a focus on providing steady, above sector average returns with lower than 
sector average volatility. In other words, desirable investment performance with less of the 
peaks and troughs often associated with other less diversified approaches.

The investment process is set out in the pages to follow, and please refer to the factsheets 
and fund offering documents for further information on the suitability of each portfolio 
strategy Fund.

Portfolio:  Risk: Suitability Considerations: Asset Classes Available:
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19%

28%

29%

4%
6% 6%3%5%

Investors who are cautious by nature or close to retirement
 Seeking steady growth rather than higher returns 

Maintains a broad spread of investments, including higher 
exposure to less volatile asset classes such as fixed income

At least a 5 year time horizon

Asia ex-Japan Equity

DM REITS

EM Bonds

EM Equity

Floating Rate Bonds

Japan Equity

Gold

T-Bills

TIPS

US HY Bonds

US Inv. Grade Corporate

US Large Cap Growth

Inflation-Linked Bonds

US Small Cap Growth

Infrastructure

Industrial Metal Commodities

Cash
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29%

3%
5% 6%

10%

12%

14%

21%

Investors who are seeking medium to longer term growth 

potential 

Seeking higher returns than a cautious investor, and 
prepared to accept greater fluctuations in valuation

Maintains a broad spread of assets, but with a greater 

emphasis on equities

At least a 6 year time horizon
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28%

22%

3%

10%
5%

5%

Investors who are seeking longer term growth potential 

Targeting higher growth, prepared to accept greater 

fluctuations in valuation

Maintains a broad spread of assets, but focussed on higher 

risk, higher return potential equities, including emerging 

markets

At least a 7 year time horizon

* Please note asset allocations are for illustrative purposes only and subject to change.

*

*

*

Income generated by the investments can be paid out or 
accumulated within the fund
 



8 | ARIA Parala Macro Multi-Asset Portfolios

WHY MULTI-ASSET  
CLASS INVESTING?

ASSET ALLOCATION IS THE BIGGEST DETERMINANT  
OF LONG TERM RETURNS 

We believe that the greatest returns, in the long term, come from being invested in the right blend of 
asset classes at the right time. Studies have shown it is this blend, sometimes referred to as ‘asset 
allocation’, that has been proven to be responsible for the lion’s share of investment returns over the 
long term.* 

INVESTMENT EXPERTS MAKE THE DECISIONS FOR CLIENTS

Multi-asset funds invest across a range of assets and can offer investors a diversified blend of 
equities, fixed income securities, property, commodities, cash and currencies in a single portfolio. Both 
Dr Allan Timmermann and Dr Russ Wermers are recognised experts in the field of asset allocation and 
investment research, having advised some of the largest investment institutions in the world.

DYNAMIC MANAGEMENT IS KEY IN CHANGING MARKETS

Markets do not stand still and different asset classes can offer investment opportunities at various 
times. Choosing the right multi-asset fund that is managed dynamically is crucial to generating 
performance. An actively managed portfolio strategy that aims to ensure that your money is invested 
in the right asset classes at the right times.

* Research by Ibbotson, Roger G. and Kaplan, Paul D., “Does Asset Allocation  Policy Explain 40, 90, or 100 
Percent of Performance?”, copyright 2000,  Financial Analysts Journal.

A UNIQUE INVESTMENT APPROACH

We believe that the investment philosophy we employ is unique to the Parala Macro  
Multi-Asset funds. The ‘macro’ approach is a proven, repeatable process that has the potential to turn 
investment opportunities into portfolio returns.

The Parala’s economic model analyses, uses macro-economic barometers, to determines the best mix 
of assets to hold at any given time.  A sophisticated portfolio construction methodology incorporates 
Parala’s asset class return and risk expectations into a range of portfolios to meet different investor 
risk appetites.

TRIED AND TESTED PHILOSOPHY

The team’s investment philosophy has been stress tested throughout a set of crises in financial 
markets and constantly uses new information to adapt itself to evolving conditions. As a result we 
therefore believe that this philosophy is robust and has the ability to deliver attractive risk-adjusted 
returns for you in a variety of market conditions.
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INVESTMENT PROCESS:  
A UNIQUE APPROACH

PROFITING FROM THE RELATIONSHIP BETWEEN ECONOMIC INDICATORS 
AND ASSET PRICES

Going beyond passive diversification across asset classes, is an investment process that identifies 
significant relationships between certain macro-economic indicators and asset classes. The modern 
global economy and financial markets are inevitably intertwined, the Macro Multi-Asset portfolios look 
to ‘harness’ these relationships between macro-economic developments and asset prices, and then 
build portfolios that profit from these relationships which have a certain reliability and predictability.

BE DYNAMIC

Financial markets move at lightning speed – changes in macro-economic conditions move more 
slowly. However, an approach which monitors these changes daily, and then actively makes significant 
asset allocation changes, can dramatically outperform a more strategic and static approach to asset 
allocation which remains broadly unchanged through an economic cycle.

DIVERSIFY GLOBALLY

Think global and be diversified. Investors should be diversified across asset classes and absolutely 
think and act at a global level. This approach needs to be applied not just to global equity markets, but 
within fixed income sectors and across different currencies and commodity plays.

BEST OF BOTH WORLDS

The Macro Multi-Asset portfolios can be employed using both ETFs and funds, either way it’s the 
active asset allocation and optimisation processes that deliver a robust investment process. The 
important decision is more often which equity market to be in, rather than which fund in that sector, 
although the Parala predictive model does extend to determining which funds or sectors are expected 
to perform best in the current economic environment.

INVESTMENT DISCIPLINE AND DEMONSTRABLE ‘EDGE’ OR ADVANTAGE

We believe that any approach needs to be quantitatively supported – an academically proven 
approach which is testable and reliable. We make no apologies for our academic based approach but 
we believe that any subsequent analysis should at the very least be grounded in a portfolio that is 
stress tested and replicable by investors.

Risk management is the cornerstone of prudent investment management
Risk is a fact of daily life but if carefully monitored and understood, volatility in financial markets can 
be harnessed to generate above sector average returns.
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 � Parala’s Macro-Alpha Model has a module to generate forward-looking rankings for each asset and an optimisation 
framework to determine optimal weights.

 � Uses monthly inputs for both macro-economic and risk-factors.

 � Identifies the sensitivity of each asset to changing macro-conditions and their exposure to risk factors.

 � Generates forward-looking estimates of return, volatility and covariance for each asset and determines optimal 
weights.

 � Employs a state-of-the-art risk management framework to reduce the impact of economic shocks by hedging against 
different but plausible economic scenarios.

Parala Macro Alpha Model

Monetary:
Short term 

interest rates

Growth:
Production

commodity data

Inflation: 
Term spread

CPI

Valuation:
Effective exchange 

rates

Equity beta
Bond beta

Commodity beta 

Investment universe

EQ BD CM RE EM DM EU US FE JP

Asset classes, regions and markets

PORTFOLIO CONSTRUCTION:  
MACRO MULTI-ASSET 
PORTFOLIOS

1. Select the important 
macro and risk 
factors using monthly 
inputs

2. Forecast asset 
returns, risk and 
covariance which 
reflect asset 
sensitivities to 
evolving macro 
conditions

3. Create optimal 
portfolio expected 
to outperform in a 
range of economic 
outcomes and reduce 
risk from macro 
shocks

4. Regularly incorporate 
new information 
about the markets 
and state of 
the economy to 
achieve an optimal 
positioning

MACRO-ECONOMIC FACTORS INVESTMENT  
PROCESS

Beta factors                 Investment assets
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UNDERSTANDING  MACRO-CYCLES 

 � Macro-economic cycles significantly influence asset prices 

 � Macro-economic indicators such as interest rates, credit spreads, inflation and money supply are 
used to measure changing economic conditions 

 � These indicators show significant correlations with asset prices 

 � The Parala model seeks to identify the correct asset classes for the current stage of the economic 
cycle

It is difficult to anticipate the future direction of markets but easier to identify the state of 
the economy because macro-economic factors are slower moving and persistent. 

Because Parala understands the relationship between macro-factors and markets it can 
identify investments most likely to out perform across economic cycles.

The approach generates forward-looking rankings for each asset class and uses an 
optimisation framework to diversify away risk and establish an optimal set of weights for 
each asset class in the portfolio.

New information about the capital markets and state of the economy is regularly 
incorporated so that as the economic environment evolves, so too will the portfolio to 
achieve an optimal positioning.

INVESTMENT  
PROCESS
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KEY FEATURES OF PARALA 
MACRO MULTI-ASSET 
PORTFOLIOS
Parala provides institutional quality portfolio management. 
By combining a sophisticated forwards looking asset allocation 
model and risk management process, then making this available 
in a series of risk-rated portfolios, clients can benefit from an 
approach which may historically have only been available to 
those with significant assets to invest or even institutions. It’s a 
means by which we can employ sophisticated risk management 
techniques to build portfolios in line with client expectations.

Between our investment management expertise and your financial adviser, we believe this 
combination will maximise the probabilities of you achieving your investment aims.

ARIA and Parala have teamed up to make the Parala approach available to clients through UCITS 5 
fund structures and a discretionary service. This partnership brings a number of advantages:

 � A choice of risk-rated discretionary portfolio solutions and UCITS 5 Multi- Asset funds 

 � Investment discipline built on quantitative and disciplined investment beliefs  

 � End-to-end suitability profiling and portfolio construction process, designed to match client risk 
tolerances to volatility targeted portfolio strategies

 � An experienced and approachable team at your disposal to support you and your clients

 � Reporting and monitoring capabilities across all your clients’ investments that enable you to be up 
to date and informed

 � Regular insight and commentary on markets and on the implications for the portfolios
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Changes over time for all Asset Classes since 2006 for Dynamic 
Growth Macro Multi-Asset

DYNAMIC ASSET ALLOCATION
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Disclaimer: Asset allocation data prior to fund launches represent simulated results based on historical data and 
retroactive application of a model designed with the benefit of hindsight. Simulations have inherent limitations and no 
representation is being made that future asset allocation changes will reflect these.
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RISKS THAT NEED TO BE 
HIGHLIGHTED:
Below are a few general investment risks that you should bear in mind:

 � Past performance is never a guide to future returns and there is always a risk that you could lose 
some, or all, of your original investment.

 � Whilst a diversified portfolio can certainly help to spread investment risk, extreme circumstances, 
such as those experienced in recent years, could result in all asset classes experiencing a sharp fall 
at the same time.

 � There is no assurance that the objective of a portfolio will be achieved.

 � There could be a variation in the performance between portfolios with similar objectives due to the 
different assets selected, depending on when an investor invests.

 � The degree of the investment risk depends on the risk profile of the portfolio.  Portfolios aiming 
for a relatively high performance can incur greater risk than those adopting a more conservative 
investment approach.

 � Tax concessions are not guaranteed and may change at any time; their value to you depends on 
your tax situation.

 � If you withdraw part of your investment, or take an income greater than the natural income or 
growth of your investment, there is a risk that you may get back less than you originally invested.

 � The amount of income generated by the income portfolios will depend upon a number of factors, 
including current market conditions and performance of the funds held within the portfolio. The 
amount of income you can expect to receive is not guaranteed and will fluctuate. Any type of 
investment includes risk. Even putting your money into a high street cash account, generally 
considered the ‘safest’ form of investment, carries its own risks – namely that inflation could erode 
the value, or spending power, of your money over time. And it’s important to remember that your 
perception of what is an acceptable level of risk will inevitably differ from another person’s. 

 � Before any investment is made into the Parala UCITS 5 funds, please ensure you have read an up-
to-date version of the Key Investor Information Document (KIID) for each fund you wish to invest in, 
alongside the Offering Supplement and Prospectus.

In this context, we would define investment risk as the potential for loss on your original investment. 
We would typically expect investments that are perceived as lower risk to offer less potential for loss, 
together with lower potential returns compared with riskier investments.

We would typically expect higher risk investments to generate higher returns to compensate for the 
extra risk of potential loss to your investment. However, there are no guarantees as to how a type of 
asset, sector or region will perform in the future.

While the risk of loss to your original capital cannot be completely removed, we always look to manage 
the levels of risk in line with each portfolio’s objective and risk profile.

It is important that you understand the potential risks before you make an investment decision. We 
recommend that you consult with a financial adviser before making an investment commitment.
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MARKET RISK
The Macro Multi-Asset Portfolios and Funds utilise Exchange Traded Products 
(“ETPs”). ETPs replicate the price movements of their underlying benchmark or 
asset so their performance is affected by the volatility of their underlying markets. 

TRACKING DIFFERENCE The structure and cost of an ETP means it may not track its underlying exactly. 

TAX Each investor should obtain independent tax advice. 

COSTS
All ETPs incur costs, whether internal costs (related  
to the product) or external costs (incurred in trading  
the product).

CURRENCY ETPs may be subject to currency risk in the event that the underlying asset within 
the ETP is not denominated in the base currency of the ETP.

SECURITIES LENDING
Physical Exchange Traded Funds (ETFs) that engage in securities lending can help 
reduce the cost of the product. However, securities lending introduces counterparty 
risk.

SAMPLING

Physical ETFs that engage in sampling replication may reduce transaction costs but 
may not track its underlying as accurately as synthetic or fully replicated physical 
ETFs. Sampling strategy refers to a “sample” of holdings from the underlying index. 
For example, if only 80% of the securities from an underlying index are included in an 
ETF’s holdings, then the fund is sampling from rather than fully replicating the index.

COUNTERPARTY RISKS

Synthetic Exchange Traded Products (ETPs) rely on swaps to track their underlying 
exposure. If the counterparty defaults, it is likely that the return will not be provided 
by the counterparty. Synthetic ETFs and Exchange Traded Commodities (ETC’s) are 
collateralised to minimise the impact of this possibility. 

CREDIT RISKS Exchange Traded Notes (ETNs) are affected by the credit rating of their issuer 
because they have no segregated assets and are not usually collateralised. 

It is also important that you consult with your adviser if your personal circumstances, objectives, or long term goals change. If there have been 
changes in your circumstances, your current portfolio may no longer be appropriate for you, which is why it is important that you keep your adviser 
informed. This document should be read alongside the ARIA IP Terms and Conditions for clients looking to gain access to either Parala funds or 
portfolio strategies through ARIA’s Investment Platform.
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WHY CHOOSE THE MACRO  
MULTI-ASSET PORTFOLIOS?
The Parala team is globally recognised as experts in fields of 
asset allocation research, econometrics and appear regularly in 
highly regarded investment publications. (Please see biographies 
at the beginning of the brochure). 

WHY IS OUR APPROACH DIFFERENT? 

The interconnectedness of the global economic and financial system inevitably impacts investors’ 
portfolios. Investors tend to ignore key macro-economic factors at their peril. Markets are constantly 
adapting to changing global trends and investors need to be fleet of foot yet not lulled into thinking 
they can second guess every twist and turn. 

HOW DO WE DELIVER ON OUR APPROACH? 

 � Globally diversified, multi-asset portfolios delivered cost effectively
 � Three risk-rated UCITS 5 funds, specifically the Parala Cautious Income, Balanced and Dynamic 

Growth Macro Multi-Asset  funds. 

HOW DOES OUR PORTFOLIO OFFERING HELP INVESTORS? 

Our portfolios are designed for a new world of low cost multi-asset investing, offering a core holding to 
the investor. 

We don’t move between assets based on a hunch, but use detailed analysis to flag up major trends. 

WHAT’S OUR RECORD? 

 � Our principals all have years of experience in investment and our research team comprises some 
of the best minds in economics. 

 � Our models have been backtested to determine their robustness in a range of economic 
scenarios.

 � Historically portfolios have been run by family offices, and S&P Dow Jones who adopted the 
strategies as the basis for a range of investable indices. 
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FURTHER INFORMATION
For further information, including performance and other 
literature, please visit www.ariacm.com/parala-macro-multi-
asset/ or contact your usual ARIA representative. Alternatively, 
please contact the relevant office on the details below.

UK ADDRESS
Ground Floor 
2 Bell Court 
Leapale Lane 
Guildford, Surrey 
GU1 4LY

TELEPHONE +44 203 137 3840 

EMAIL sales@ariacm.com

WEBSITE www.ariacm.com

DISCLAIMER
These materials describe certain strategies that can be implemented through a variety of investment 
products. Any duties owed to an investor by ARIA and/or any of its affiliates with respect to products based 
on the strategies described herein will vary depending on nature of the product involved, the terms of the 
relevant agreements between the parties, the identity of the parties, the applicable legal and regulatory 
regime and other factors. This document has been issued by , Absolute Return Investment Advisers 
(ARIA) Limited, regulated by the Financial Conduct Authority. This material is provided at your request 
for informational purposes only and does not constitute a solicitation in any jurisdiction in which such a 
solicitation is unlawful or to any person to whom it is unlawful. It only contains selected information with 
regards to the fund and does not constitute an offer to buy shares in the fund. Prior to an investment, 
prospective investors should carefully read the latest Key Investor Information Document (KIID) as well 
as the offering documentation, including but not limited to the fund’s prospectus which contains inter 
alia a comprehensive disclosure of applicable risks. The relevant articles of association, prospectus, 
supplement, KIID and latest annual/semi-annual report are available free of charge from the fund’s paying 
and information agent and/or from your financial adviser. Shares of the fund may not be registered for 
public distribution in a number of jurisdictions (including but not limited to any Latin American, African or 
Asian countries). Therefore, the shares of the fund must not be marketed or offered in or to residents of any 
such jurisdictions unless such marketing or offering is made in compliance with applicable exemptions 
for the private placement of collective investment schemes and other applicable jurisdictional rules and 
regulations. Financial advisers generally suggest a diversified portfolio of investments. The fund described 
herein does not represent a diversified investment by itself. An investor should only invest if he/she has 
the necessary financial resources to bear a complete loss of this investment. This material must not be 
construed as investment or tax advice. Prospective investors should consult their financial and tax adviser 
before investing in order to determine whether an investment would be suitable for them.

Confidentiality: No part of this material may, without ARIA’s prior written consent, be (i) copied, photocopied 
or duplicated in any form, by any means, or (ii) distributed to any person that is not an employee, officer, 
director, or authorized agent of the recipient. ©2016 ARIA. All rights reserved.

INTERNATIONAL ADDRESS 
Office 1004 
Park Place 
Sheikh Zayed Road 
PO Box 413670, Dubai 
United Arab Emirates

TELEPHONE +971 4325 2800



THE CHALLENGE
How do investors run a portfolio of 
diverse assets in an interconnected and 
correlated world? 

The Parala approach is built around detailed academic 
research and is perfectly suited to running diversified portfolios.

It connects broad macro-economic processes to  
real investment portfolios.
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