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The Dirty Secret of Cautious Investing
Twelve years of data. One uncomfortable conclusion.

I've spent the better part of my career being told I'm wrong. Wrong to question the
bond allocation. Wrong to use liquid alternatives. Wrong to argue that a risk grade on
a single fund tells you nothing about how a portfolio behaves under stress. Wrong to
refuse to pay a risk-grading firm whose models, in my view, were putting clients in
danger. The data is in. Let's talk about who was wrong.

4.4 percentage points. Twelve years. That's it.

After twelve years, the average cautious fund returned +41.6% — just 4.4 percentage
points above the cash break-even of +37.2%. Less than half a percent per year above
what a client needed simply to justify not keeping their money in a savings account.

12-year return 12-year return 12-year return
+75.4% +41.6% +37.2%
Apollo Passive+ IA Cautious Cash break-even
Cautious sector average BoE base rate + 1%

Source: FE Analytics 30/05/2014-18/05/2026. Past performance is not a guide to future performance.

The real hurdle for a cautious client isn't cash. It's CPI1+1% — the minimum return that
justifies accepting investment risk after inflation and fees. The bar was +58.6%. The
sector delivered +41.6%.

That is not a cautious outcome. That is a failed one. And the industry has
been very quiet about it

Everyone ended up in the same place. That was never an accident.

The following charts and data are from Citywire MPS Monitor — which shows clearly
how the industry has developed over recent years. Or rather, hasn't.

Why pay active management fees to managers whose portfolios all look identical —
and who appear to rely on risk graders to make their asset allocation decisions for
them?
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The most widely held funds are all the same passive trackers. Every cautious portfolio
in this universe holds a near-identical set of names. This is the fingerprint of an
industry that stopped thinking and started ticking boxes.

FORCE 1 FORCE 2

Cost obsession The risk-grading

over outcomes monoculture

Regulatory pressure on transparency When every DFM builds to satisfy the
was right — but the industry same models, you get the same portfolio.
overcorrected. Cheap became good. CAPM models missed duration risk.
Cautious portfolios packed with passive In 2022, cavtious funds fell harder

bond funds just as rates turned. than balanced ones.

We refused to pay our risk-grader. Here's why.

At Apollo we built our cautious portfolios around liquid alternatives and absolute
return strategies alongside a passive core. We believed — and the numbers now
confirm — that combining ten or more genuinely uncorrelated strategies changes the
portfolio-level risk profile in ways that grading individual funds will never capture.

Our risk-grading firm graded funds individually. They didn't understand absolute
return investing. Their model produced grades that didn't reflect actual client risk —
and would have pushed us back toward the crowded consensus we were deliberately
avoiding.

We fought those grades. We argued the methodology. We pushed back on every
review. Eventually, we refused to pay — because what was being sold as client
protection had become, in our view, a client liability.

It was not a comfortable position. It cost us commercially and it cost us time. But the
alternative was to compromise on something that mattered for real people's financial
lives.

Being the lone wolf in this industry is not romantic. It is expensive,
exhausting, and frequently thankless. But sometimes the pack is running
in the wrong direction.

What the numbers actually say

Apollo Passive+ Cautious returned +75.4% over twelve years. Nearly double the sector
average. Not by taking more equity risk. By being genuinely diversified across
strategies that do not all fall together when rates rise or markets panic.
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ACTUAL ASSET ALLOCATION
B Equities 26.000%
B Ab=olute Return 23 000
Lource: Apolio AMulti Asset

¥ Fixed Interest 28.00% Management LLP as at

m Property B.00% 31.03.2026.

B Commodities i0.00%

m Cash 15.00%

At times up to 40% in liquid alternatives — strategies that perform when traditional
assets struggle. A passive core where markets are efficient. Active allocation where
managers demonstrably add value. And an absolute refusal to let a risk-grading model
override a genuine assessment of what a portfolio does under stress.

One question drove every allocation decision:

Will this actually build and protect my client's real wealth over time? Not:
will this pass the model? Not: is this the cheapest option? Does. It. Work.

The question every adviser should now be asking

Has your cautious DFM cleared CPI+1% over the past decade? After your fee and the
platform fee, has your client's portfolio delivered a meaningful real return above cash?
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If the answer is no — and for most of the sector, it is — the problem isn't the client's
risk appetite. It's a definition of "cautious" that has come to mean cheap, compliant,
and identical to everyone else.

The best outcome for a cautious client is not the cheapest portfolio. It is the one that
actually does its job.

If that makes you uncomfortable — good. It should.
Source: FE Analytics 30/05/2014-18/05/2026.

Absolute Vision is written by Steve Brann, co-founder of Apollo Multi Asset
Management LLP.

Apollo Multi Asset Management is authorised and regulated by the Financial Conduct
Authority (FCA Number: 487458.

This newsletter is for professional investors only and does not constitute financial
advice. Please remember that the value of your investment may fall as well as rise and
is not guaranteed. You may not get back your initial investment. Past performance is
not a reliable indicator of future returns
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Absolute Vision: A Smarter, More Resilient Way to Invest

At Apollo Multi Asset Management, we believe in Absolute Vision—the ability to see beyond
short-term market noise and invest with clarity, conviction, and discipline. The financial world is
evolving, and traditional investment models are no longer fit for purpose. The once-reliable 60/40
portfolio—built on the assumption that bonds will always hedge equity risks—has failed to deliver
real returns in an era of inflation, rising interest rates, and geopolitical uncertainty.

Apollo stands apart as a firm built for the future. We are not bound by benchmarks or outdated
conventions. Instead, we take a forward-thinking, multi-asset approach alongside absolute return
investing—targeting consistent, risk-adjusted performance throughout the full market cycle.

Founded during the 2008 financial crisis, Apollo has consistently demonstrated the ability to
thrive in uncertainty—because we see what others don’t.

For professional advisers only

Please remember that the value of your investment may fall as well as rise and is not guaranteed. You
may not get back your initial investment. Past performance is not a reliable indicator of future returns.
Nothing in this document should be construed as investment advice.

If you require investment advice you should contact an authorised financial adviser.
Apollo Multi Asset Management is authorised and regulated by the Financial Conduct Authority
(FCA Number: 487458).

Apollo Multi Asset Management LLP
Castle Court

41 London Road

Reigate

Surrey

RH2 9RJ

Tel: 0203 291 2916

Email: info@apollomam.co.uk
www.apollomam.co.uk
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