
Quarterly Commentary – 28th March 2024
UK & EU – For professional and institutional investors only
Switzerland – this is an advertising document for professional and institutional clients as defined by the Swiss Financial Services Act only 

Fortem Capital Limited registration number 10042702 is authorised and regulated by the Financial Conduct Authority under firm reference number 755370

Fortem Capital Alternative Growth Fund

Phone: 0208 050 2905 Email: sales@fortemcapital.com

At the end of the previous quarter, we suggested that the declaration of victory over 
inflation had come too early to be priced in with any certainty. 

That declaration turbo-charged an easing in financial conditions that began last 
Halloween and has led to data across the globe picking up. As a result, policymakers have 
been forced to row back on that dovishness and we have seen the Fed ‘dots’ shift to a 
higher inflation rate, higher long term interest rates and even hints at a higher neutral 
rate. 

Jerome Powell did an expert job in tempering any reaction to the longer-term dots 
moving higher with a dovish statement, but since then messaging has become muddled as 
Fed Governors have been talking about no cuts in 2024 and the neutral rate of interest or 
r* (the rate which is neither expansionary or contractionary to economic conditions) 
having moved higher.

February also saw heavy coupon issuance (vs Bills in October that kick-started risk assets’ 
run), and term premium has been rising in bonds steadily since but has yet to find its way 
into other asset classes possibly due to robust growth expectations or the market still not 
believing the Fed in their commitment to returning inflation to target.

Against this backdrop, other asset classes  including equity saw another quarter of 
significant gains with the broad basket of global equity up 8.9%. 

The Fund returned 0.8% over Q1 2024.

Income

The Fund is fully backed by short-dated high-grade debt. As rates have risen, so has the return available from the Fund’s 
collateral, with the collateral yielding 4.9% as at quarter end.

Beta

The Fund makes no allocation to the Beta portfolio. This is one reason that it has provided investors positive convexity at all 
points of market turbulence, irrespective of the cause.

Diversifier

The Fund’s rates volatility positions have been the main beneficiary of the move back to ‘higher for longer’ with some help 
from the equity premia.

The commodity strategies, the Fund’s biggest risk weight and highest conviction, remain muted as commodity markets 
continue to be stubborn in their moves back to contango, their long-term home. 

The FX value premia has been the most disappointing over the past 18 months, largely down to the weakness in an already 
weak Yen, in which the Fund has a net long position. However, as Japan wakes from its monetary slumber and the rest of 
the world eventually starts to move the other way, the outlook here is highly constructive.

Rates curve has been the worst performer, again as yield curves have re-flattened, but one suspects that they must 
structurally steepen once more either through the back end if indeed the landing is soft, growth expectations rise and term 
premiums alongside them. Or, possibly more likely, through the front end if a hard landing lies ahead and rate cuts come 
faster than the market expects when they eventually do.

The Diversifier portfolio continues to be positioned defensively.

Total Return 2024 Q1

UK 100 4.0% 4.0%

US 500 10.4% 10.4%

Europe 50 12.8% 12.8%

Japan 225 21.4% 21.4%

Hong Kong 50 -2.5% -2.5%

US 2000 5.2% 5.2%

Swiss 30 6.8% 6.8%

Global Equity 8.9% 8.9%

Global Bond -2.1% -2.1%

Commodities 0.9% 0.9%

PGF 2.2% 2.2%

AGF 0.8% 0.8%

DGF 3.0% 3.0%

USI 10.2% 10.2%

ARF 4.6% 4.6%
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Protection

Unsurprisingly, as credit and equity markets have brushed off the move back to ‘higher for longer’ in spite of their meteoric 
rise in light of the pivot to ‘lower for sure’ at the end of 2023, the Fund’s protection has once more been a drag on portfolio 
performance. The Fund remains at the top end of its protection spend with a combination of puts and CDS. 

During the quarter there was one addition to the protection bucket. With volatility being so low, and protection so cheap, 
the equity volatility profile was tweaked to be long both wings and provide upside volatility participation. This has allowed 
the Fund to retain its defensive positioning in a strongly rising market whilst still achieving the lower end of its target return.

The Fund remains heavily biased towards long volatility strategies across equity, rates and commodities. During recent 
periods where volatility has peaked its head above the parapet, the Fund has provided some convexity. Those periods have 
all been short-lived as policymakers have continued to be willing to do whatever it takes to loosen financial conditions, 
suppress volatility and ensure that any strategies such as this that are (truly) long volatility remain muted. 

If the prognosis from here is a soft or even no landing, then where the portfolio is positioned will likely mean the return 
profile is at its most muted, but still positive. Even in that scenario, there is no longer a guarantee that the 60/40 continues 
to flourish given upcoming Treasury issuance and the rise in term premium that might follow.

If we were to see a hard landing, where economic data and employment deteriorate quickly, growth and inflation 
expectations fall, volatility spikes and policymakers cut rates aggressively then duration would likely be a multi-asset 
portfolio’s friend once more. But, given that there are still upside risks to bond yields and cash is paying so handsomely, 
most are not running the type of duration positions that might have been the case heading into previous recessions.

It is if we were to see higher rates volatility on the back of the market moving away from pricing a soft / no landing scenario 
to higher for much longer, whether because of a continued reacceleration in inflation, further supply catalysts in treasuries 
or a combination of the two then there is a real gap in traditional asset allocations. In this scenario bonds and equities sell off 
together again.

In spite of the return to ‘higher for longer’ and increased treasury issuance, most risk assets remain buoyant. It could be the 
case that the landing is indeed set to be soft, but the market remains ‘all-in’ on that prospect. The fact that the market 
overestimates the probability of a soft landing means that volatility is mispriced and that most assets that are currently 
buoyant are short volatility proxies. As such, it makes sense to retain some long volatility exposure in portfolios in case the 
landing is bumpier than expected, which should add some much-needed convexity to multi-asset portfolios in a crisis.
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"NOTICE TO INVESTORS DOMICILED OR RESIDENT IN 
SWITZERLAND - The interests in the UCITS Fund and any 
related services, information and opinions described or 
referenced in this document are not, and may not be, 
offered or marketed to or directed at persons in 
Switzerland (a) that do not meet the definition of "qualified 
investor" pursuant to the Swiss Federal Act on Collective 
Investment Schemes of 23 June 2006 ("CISA") ("Non-
Qualified Investors"), or (b) that are high net worth 
individuals (including private investment structures 
established for such high-net worth individuals if they do 
not have professional treasury operations) that have opted 
out of customer protection under the Swiss Federal 
Financial Services Act of 15 June 2018 ("FinSA") and that 
have elected to be treated as "professional clients" and 
"qualified investors" under the FinSA and the CISA, 
respectively ("Elective Qualified Investors"). 
In particular, none of the information provided in this 
document should be construed as an offer in Switzerland 
for the purchase or sale of the interests or any related 
services, nor as advertising in Switzerland for the interests 

or any related services, to or directed at Non-Qualified 
Investors or Elective Qualified Investors. Circulating or 
otherwise providing access to this document or offering, 
advertising or selling the interests or any related services to 
Non-Qualified Investors or Elective Qualified Investors may 
trigger, in particular, approval requirements and other 
regulatory requirements in Switzerland.
This document does not constitute a prospectus pursuant 
to Articles 35 et seqq. FinSA and may not fulfil the 
information standards established thereunder. No key 
information document pursuant to Swiss law has been 
established for the interests. The interests will not be listed 
or admitted to trading on a Swiss trading venue and, 
consequently, the information presented in this document 
may not fulfil the information standards set out in the 
relevant trading venue rules."

- This document has been issued and approved as a 
financial promotion by Fortem Capital Limited for the 
purpose of section 21 of the Financial Services and Markets 
Acts 2000. Fortem Capital Limited registration number 
10042702 is authorised and regulated by the Financial 
Conduct Authority under firm reference number 755370. 
- This document is intended for Professional Investors, 
Institutional Clients and Advisors and should not be 
communicated to any other person. 
- The information has been prepared solely for information 
purposes only and is not an offer or solicitation of an offer 
to buy or sell the product. 
- Data is sourced from Fortem Capital Limited and external 
sources. The data is as at the date of this document and has 
been reviewed by Fortem Capital Limited.
- Information, including prices, analytical data and opinions 
contained within this document are believed to be correct, 
accurate and derived from reliable sources as at the date of 
the document. However, no representation or warranty, 
expressed or implied is made as to the correctness, 
accuracy or validity of such information. 
- Fortem Capital Limited assumes no responsibility or

liability for any errors, omissions or inaccuracy with respect 
to the information contained within this document.
- All price and analytical data included in this document is
intended for indicative purposes only and is as at the date
of the document.
- The information within this document does not take into 
account the specific investment objective or financial 
situation of any person. Investors should refer to the final 
documentation and any prospectus to ascertain all of the 
risks and terms associated with these securities and seek 
independent advice, where necessary, before making any 
decision to buy or sell. 
- The product may not be offered, sold, transferred or 
delivered directly or indirectly in the United States to, or for 
the account or benefit of, any U.S. Person.
- The Fortem Capital Progressive Growth Fund is a Sub-
Fund of Skyline, an open-ended investment company with 
variable capital incorporated on 1 June 2010 with limited 
liability under the laws of Ireland with segregated liability 
between Funds. The Company is authorised in Ireland by 
the Central Bank of Ireland pursuant to the UCITS 
Regulations.
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