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ABOUT US 

Asset Allocation & Research LLC is a Discretionary Fund Management Advisory service, which is a 
wholly owned subsidiary of Castlestone Management LLC and part of the Castlestone Management 
group of companies which was originally founded in 1996.   

Asset Allocation & Research LLC aims to remove the typical risk of a Discretionary Fund Manager by 
providing you with research that can be used, at your discretion, to truly diversify your client’s 
portfolio’s based on your knowledge of their risk level and investments goals, while leaving you in 
control of their portfolios.  

At Asset Allocation & Research LLC we believe that one of the greatest risks to an investment portfolio 
is lack of diversification; in other words, concentrating all your investments with one fund manager or 
investment vehicle.  While outsourcing the investment management of you clients’ investments may 
free you from the day-to-day involvement, it means you are losing control of your client’s money and 
putting all your client’s money in “one basket” with one Fund Manager. This is the very risk we all wish 
to avoid. 

Throughout its years of experience in asset and portfolio management the Castlestone Management 
group has always had an intrepid view of markets and has been a pioneer in investment foresight. 
Asset Allocation & Research LLC believes that in today’s economic environment traditional portfolio 
management is a thing of the past. In today’s investment landscape, traditional “safe” investments 
can see levels of volatility normally assumed by riskier assets. Likewise, riskier assets can also see much 
lower levels of volatility and lower levels of growth.  

Taking into consideration the new normal of investment management, Asset Allocation & Research 
LLC places an emphasis on longer term investment trends underpinned by lower levels of global 
growth, lower levels of inflation and relatively lower interest rate levels. Low interest rates and 
unprecedented levels of interference by global central banks to stimulate economic and financial 
market growth has created an imbalance between risk and return across what used to be the 
traditional underlying risk parameters: Conservative Risk, Moderate Risk and High Risk. In response, 
Asset Allocation & Research LLC have developed four base risk tolerance portfolios – Cautious, 
Balanced, Adventurous and Equity Only. Due to a shifting investing landscape, we believe in 
investment strategies that place an emphasis on equity market exposure across all portfolios. Liquidity 
of the underlying securities in addition to the overall liquidity of the portfolios is paramount. These 
are diversified portfolios focused on growth and income, covering a range of objectives and time 
horizons. 

As a wholly owned subsidiary, Asset Allocation & Research LLC will work closely with Castlestone 
Management, making full use of their years of experience in investment management.  In this regard, 
Asset Allocation & Research LLC can, within certain model portfolios, allocate up to 20% into Funds 
managed by Castlestone. This will only be for the Non-FSC regulated lump sum portfolios.  

As a valued client with Asset Allocation & Research LLC you can expect the following: 

 Online access to the Model Portfolios. 
 Monthly market commentary on current market conditions and market outlook. 
 Quarterly reviews, detailing performance of the Model Portfolios from the previous quarter 

and also since inception. 
 Quarterly rebalancing in line with risk profiles and changing market conditions. 
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ASSET ALLOCATION OVERVIEW 

At Asset Allocation & Research LLC we have developed four model portfolios – Cautious, Balanced, 
Adventurous and Equity Only.  Due to a shifting investing landscape we believe in investment 
strategies that place an emphasis on equity market exposure across all portfolios.  Liquidity of the 
underlying securities in addition to the overall liquidity of the portfolios is paramount.  The model 
portfolios outlined below are for illustrative purposes only.  Actual portfolio allocations and 
performance may differ. 

CAUTIOUS MODEL PORTFOLIO 

 

The Cautious Model Portfolio would be considered the 
least risky of the four.  Focusing on secure developed 
market debit instruments with a significant allocation 
to Cash and Money Markets holdings. The Portfolio is 
designed for the investor seeking moderate yield with 
a low levels of risk and volatility. The Portfolio also has 
a high weighting towards corporate and government 
Bonds.  

We would expect this Model Portfolio to hold up best 
in volatile or bear market conditions. The exposure to 
bond markets may underperform the broader market 
during periods of higher inflation.  

 

 

 

 

 

5%

20%

30%

25%

15%
5%

Cash 5%
Money Market 20%
Government Bonds 30%
Corporate Bonds 25%
Developed Market Equities 15%
Gold 5%

-2%

0%

2%

4%

6%

8%

10%

Jan-16 Feb-16 Mar-16 Apr-16 May-16 Jun-16 Jul-16 Aug-16 Sep-16 Oct-16 Nov-16 Dec-16

CAUTIOUS PORTFOLIO 2016



 

 4 www.assetallocationresearch.com 4 

BALANCED MODEL PORTFOLIO 

 

 

The Balanced Model Portfolio would be placed 
towards the middle of the risk spectrum, aiming 
to provide investors with relatively low levels of 
risk but with moderate yield and growth 
potential.  The Balanced Model Portfolio places 
a higher weighting in developed and emerging 
market equities with no money market holdings, 
however still allocates a small amount of the 
portfolio to cash.  The Balanced Portfolio 
continues to have exposure to corporate and 
government bonds. This portfolio would offer 
limited exposure to emerging market debt and 
precious metals.  

We would expect this Model Portfolio to hold up 
best in higher growth market conditions 
approaching a bull market or rising equity 
markets.  
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ADVENTUROUS MODEL PORTFOLIO 

 

 

The Adventurous Model Portfolio would be 
considered a higher risk portfolio aimed at 
investors seeking higher yield and levels of 
growth, but who have a greater risk tolerance.  
The Adventurous Model Portfolio places the 
majority of its holdings in developed and 
emerging market equities with no money 
market, corporate bonds, government bonds, 
or precious metals holdings and only a small 
allocation to cash. This portfolio would offer 
limited exposure to emerging market debt.  

We would expect this Model Portfolio to hold 
up best in high growth market conditions 
usually experienced during periods of higher 
inflation and strong economic growth. 
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EQUITY ONLY MODEL PORTFOLIO 

 

 

The Equity Only Model portfolio focuses on 
developed market and emerging market 
equities, with a higher concentration of United 
States equities.  This portfolio would be 
considered higher risk due to its greater 
exposure to equity markets and as such would 
be affected by market volatility.  This portfolio 
is designed for investors who wish to increase 
their exposure to equity markets. 

We would expect this Model Portfolio to hold 
up best in bull markets with higher levels of 
inflation.  
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ASSET ALLOCATION & RESEARCH MODEL PORTFOLIO SIMULATED PERFORMANCE 

The below graph shows the performance of the four Asset Allocation & Research Model Portfolios 
over 2016.  The Cautious Portfolio, although underperforming the others over the longer term, did 
not fall into negative territory at the beginning of 2016.  The volatility of this model portfolio is also 
shown to be lower than the Balanced, Adventurous and Equity Only Portfolios. The performance of 
the Cautious and Balanced Portfolios moved lower from June 2016 when bond prices fell as interest 
rate expectations increased.  This was due to the higher allocation to corporate and government bonds 
in these model Portfolios.  

 

 

Portfolio Performance 2016 

AAR Cautious Model Portfolio: +2.68% 

AAR Balanced Model Portfolio: +6.03% 

AAR Adventurous Model Portfolio: +11.01% 

AAR Equity Only Model Portfolio: +10.15% 

S&P 500 TR Index: +11.96% 
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TRADITIONAL ASSET ALLOCATION – DIVERSIFIED BESPOKE PORTFOLIO 

The below infographic shows a combination portfolio taking into consideration bespoke risk 
weightings with an emphasis on developed market and emerging market equities.  This allocation also 
has a small weighting towards alternatives and a higher allocation towards bond markets.  
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COMPARING ASSET ALLOCATION & RESEARCH’S DIVERSIFIED BESPOKE PORTFOLIO 

The below chart shows the performance of a bespoke equity focused portfolio with a risk profile that 
would sit in-between the AAR Balanced and AAR Adventurous Portfolios.  
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Performance 2016

Asset Allocation & Research - Diversified Portfolio
Blackrock Balanced Asset Allocation
TransAmerica Asset Allocation Moderate Growth
Morning Star Moderate Risk Target Index
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CURRENCY 

Asset Allocation & Research is capable of constructing portfolios that have a base currency in USD, 
GBP or EUR with the portfolios only holding underlying assets of the same currency as the portfolio. 
All of the AAR portfolios shown in this brochure are denominated in USD.  

It is important to remember that if you choose to invest in portfolios that contain a mix of different 
currencies, the currency risk can alter performance either negatively or positively. Currency risks can 
be actively managed and/or mitigated.  
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DISCLAIMER 
This document is intended for and directed at investment professionals and is not intended for retail customer use. Persons who do not 
have professional experience in matters relating to investments should not rely on it. 
 
Note: Please be aware that hypothetical or simulated performance results have certain limitations. Unlike an actual performance record, 
simulated results do not represent actual trading. Past performance cannot be relied on as a guide to future performance.  
 
This document is intended for and directed at investment professionals and is not intended for retail customer use. Persons who do not 
have professional experience in matters relating to investments should not rely on it. Asset Allocation & Research LLC will not be liable for 
any use you make of any information in this document. This document is not offering to sell any product. Asset Allocation & Research LLC is 
a wholly owned subsidiary of Castlestone Management LLC and part of the Castlestone group of companies.  The information contained 
herein is for information purposes only. Any decision to purchase securities in any proposed offering should be made solely on the basis of 
the information to be contained in the final prospectus published in relation to such offering. Asset Allocation & Research LLC model 
portfolios do not form a fiduciary relationship or constitute advice and is not and should not be construed as an offer or a solicitation of an 
offer of securities or related financial instruments, or an invitation or inducement to engage in investment activity, and cannot be relied 
upon as a representation that any particular transaction necessarily could have been or can be effected at the stated price. Asset Allocation 
& Research LLC model portfolio is not an advertisement of securities. Asset Allocation & Research LLC opinions expressed may differ or be 
contrary to opinions expressed by other business areas or groups of Castlestone Management as a result of using different assumptions and 
criteria. All such information and opinions are subject to change without notice, and neither Asset Allocation & Research LLC nor any of its 
related companies or affiliates is under any obligation to update or keep current the information contained in the Asset Allocation & 
Research LLC model portfolio or in any other medium. Any projections and opinions expressed herein are expressed solely as general market 
commentary and do not constitute investment advice or guaranteed return. Any simulated performance data and/or past performance data 
contained herein is not a reliable indicator of future performance. The Asset Allocation & Research LLC model portfolio should not be 
regarded by recipients as a substitute for the exercise of their own judgment as the Asset Allocation & Research LLC model portfolio has no 
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. The information and opinions 
have been compiled or arrived at based on information obtained from sources believed to be reliable and in good faith. All statements of 
opinion and all projections, forecasts, or statements relating to expectations regarding future events or the possible future performance of 
investments represent Asset Allocation & Research LLC’s own assessment and interpretation of information available to them currently. The 
securities described in the Asset Allocation & Research LLC model portfolios may not be eligible for sale in all jurisdictions or to certain 
categories of investors. Options, derivative products and futures are not suitable for all investors and trading in these instruments is 
considered risky. Past performance is not necessarily indicative of future results. The value of investments may fall as well as rise and the 
investor may not get back the amount initially invested. Foreign-currency-denominated securities are subject to fluctuations in exchange 
rates that could have an adverse effect on the value or the price of, or income derived from, the investment. Other risk factors affecting the 
price, value or income of an investment include but are not necessarily limited to political risks, economic risks, credit risks, and market risks. 
The analysis/research herein is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of 
or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to 
law or regulation. Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or 
appropriate to an investor’s individual circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and 
investors should exercise prudence and their own judgement in making their investment decisions. 
 
This document is confidential. No part of it may be reproduced, distributed or transmitted without Asset Allocation & Research LLC’s written 
permission. Neither this document nor any copy of it may be distributed, directly or indirectly, in the United States of America or its 
territories or possessions (the “United States” or to any US Person as defined in Regulations under the United States Securities Act of 1933 
(as amended)). Any failure to comply with these restrictions may constitute a violation of United States securities law. This is not exhaustive; 
other regional-specific wording may apply. No invitation to the public in Hong Kong to buy or subscribe for any product is permitted to be 
made. You should consult your own attorney, business adviser and tax adviser as to legal, business, tax and related matters concerning any 
of the contents of this document. This document has not been delivered for registration to the Registrar of Companies in Hong Kong, its 
contents have not been reviewed by any regulatory authority in Hong Kong, nor has the product been authorised by the Securities and 
Futures Commission. Accordingly, this document must not be issued, circulated or distributed in Hong Kong other than (1) in circumstances 
which do not constitute it as a “prospectus” as defined in the Companies Ordinance (Cap.32) or which do not constitute an offer to the 
public within the meaning of that ordinance, or (2) to professional investors as defined in the Securities and Futures Ordinance (Cap.571) 
and the Securities and Futures (Professional Investor) Rules made thereunder. Unless permitted by the securities laws of Hong Kong, no 
person may issue in Hong Kong, or have in its possession for issue in Hong Kong, this document or any other advertisement, invitation or 
document relating to any products other than to a professional investor as defined in the Securities and Futures Ordinance (Cap.571) and 
the Securities and Futures (Professional Investor) Rules made thereunder. 
 
The investment procedure followed in determining these selections is in line with the Platinum Financial Services Investment Process and 
any investment recommendations provided by AAR are available only to ILAS clients. 

 

 

 


