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Short Duration Income Fund

Performance

Q1/15

1-Year

Short Duration Fund

0.10%

Benchmark: Citigroup 1-3yr Treas Index
Inception Date: December 29, 2006

Benchmark

Global Balanced Fund

RISK:

RISK:

LOW

HIGH

HIGH

(Annualized)

3-Year

Since Incept.

-0.04%

-0.22%

-0.16%

1.34%

0.52%

0.98%

0.68%

0.67%

2.42%

Performance

Q1/15

1-Year

2-Year

(Annualized)

(Annualized)

3-Year

Since Incept.

2.92%

5.02%

3.88%

2.32%

Benchmark

1.77%

4.88%

7.96%

7.98%

4.36%

Global Dividend Income Fund

Performance

Q1/15

1-Year

LOW

HIGH

2-Year

(Annualized)

(Annualized)

3-Year

Since Incept.

Dividend Fund

0.19%

0.38%

1.41%

—

2.83%

GDI Total Return

0.69%

2.95%

4.25%

—

5.46%

Benchmark

2.19%

6.41%

12.56%

—

14.35%

Global Equities Fund

Performance

Q1/15

1-Year

Equities Fund

5.78%

Benchmark

2.19%

RISK:

LOW

HIGH

Benchmark: *S&P Global 1200 Index
Inception Date: December 29, 2006

(Annualized)

(Annualized)

3-Year

Since Incept.

4.67%

7.65%

5.14%

0.80%

6.41%

12.56%

12.45%

4.82%

† 60% S&P Global 1200 Index/ 20% Citigroup 1-3Yr Treas. Index/ 20% Citigroup 3-7 Yr Treas. Index

Currencies Q1 2015

Fixed Income Q1 2015

Global equity markets closed
the First Quarter in positive
territory as developed market
central banks maintained their
accommodative stance towards
growth. In the US, investors
remained selective and showed
a preference for sectors with
earnings growth and positive
economic catalysts. Japan was
the best performing market in the
period while European stocks
were lifted by expectations
of improving regional growth
and outperformed the global
benchmark in US dollar terms,
more than offsetting the euro
depreciation.

The US dollar advanced against
all major currencies, but the Swiss
franc, on diverging central bank
paths as the Fed deliberated
raising interest rates later in
2015 while other major central
banks continued monetary policy
easing. The Swiss franc appreciated
as the nation’s central bank
abandoned the currency peg
against the euro. In addition to
diverging monetary policy, the
euro faced further headwinds
against the dollar as Greece
struggled to restructure its debt.
The Canadian dollar weakened
as the central bank cut interest
rates.

Treasury yields fell in the quarter
amid a decline in inflation
expectations, overseas demand
for relatively better yielding
assets, and the Fed’s cautious
assessment in raising interest
rates. In the eurozone the ECB’s
bond buying programme pushed
already low yields lower. In fact,
at the end of the quarter, yields
on shorter-maturity sovereign
debt in 11 nations in Europe were
negative. Canada’s central bank
surprised the markets in January
and cut the benchmark rate to
0.75 percent in response to
plummeting crude oil prices.
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Cyberattacks are
increasingly
being carried
out by
governments
to defend
their national
interests.

(Annualized)

Equities Q1 2015
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SECURITIES ANALYSTS

(Annualized)

Benchmark: S&P Global 1200 Index
Inception Date: September 28, 2012

2-Year

INVESTMENT MANAGERS

(Annualized)

4.01%
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(Annualized)

Balanced Fund

*Prior to April 1, 2012 benchmark was FTSE World Equity Index.

MANAGEMENT
COMMENTARY

2-Year

Benchmark: Blended Composite †
Inception Date: December 29, 2006

RISK:
Past Performance is not
indicative of future results.
Please note that the investment
return and principal value of
an investment will fluctuate so
that an invetor’s shares, when
redeemed, may be worth more
or less than their original cost;
and that current performance
may be lower or higher than
the performance data quoted.

LOW

(Annualized)

(CYBER) SPACE: The New Frontier
Several US companies were the target of cyber-attacks in the last year. Data breaches at Home Depot and Target
were prolific, but the cyber-attack on Sony Pictures was the most unique, in our opinion. In the case of the former,
attacks were financially motivated and possibly carried out by cyber criminals. In Sony’s instance, however, it was
motivated by national ideas and involved governments. An investigation by the FBI found the North Korean government to
be involved in the attack which prompted an unconfirmed retaliation by the US – a shutdown of North Korea’s internet.

SONY’S INTERVIEW
On Christmas Eve last year, Sony Pictures was due to release the much anticipated movie ‘The Interview’
featuring the comedy duo Seth Rogan and James Franco. The pair is known for their slapstick comedy and
larger than life movie plots which are filled with comedic exaggeration and improvised scripts. The Interview
is about two celebrity reporters recruited by the CIA to assassinate North Korean leader Kim Jong Un.
The plot created some controversy and a group of hackers, calling themselves ‘Guardians of Peace’, demanded
cancellation of the planned release.
Earlier on November 21, Sony executives received an email from a group called ‘God’sApstls’ demanding
monetary compensation to ensure safety of trade secrets. The email was disregarded as spam but a few
days later employees walked in to find a ‘skull and bones’ on their desktop screens. The Sony network

This literature does not
constitute an offer to sell
or a solicitation of an
offer to purchase any
security and cannot
disclose all risks and
significant elements of
such a purchase. BIAS’s
services are only for
suitable investors who
are able to bear a loss
of their investments
plus any undistributed
profits. Examine the
information contained
in the Fund’s Information
Memorandum carefully
before deciding to invest.
Information has been
obtained from sources
believed to be reliable,
but its accuracy and
completeness, and the
opinions based thereon,
are not guaranteed
and no responsibility
is assumed for errors
and omissions.
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system had been attacked by cyber criminals and the internet was flooded
with confidential secrets of the company – employee compensation,
social security numbers, celebrity aliases, and material from upcoming and
existing projects. As a result of the hacking, The Interview was only released in
select theatres with a simultaneous release on the internet. Estimates suggested
that the incident cost the company almost $100 million in lost revenues.

KOREAN BREAD CRUMBS
After an investigation by the FBI, US president Barrack Obama publically
announced North Korea’s involvement in the matter. But there was
also speculation that the attack could have come from elsewhere and
a theory of an inside job by a former employee was also on the cards.
The investigation created uncertainty because hackers can often hide
their identity and route emails and communication through networks in
different countries, which makes it hard to retrace their steps. FBI director,
James Coney, however, confirmed that the attackers were “sloppy” and left
enough bread crumbs to identify North Korea as the culprit.

THE FIFTH DIMENSION
Involvement of governments in cyber-attacks is not a recent affair and
many believe cyberspace to be the fifth dimension in warfare after land,
sea, air, and space. In his book ‘Cybersecurity and Cyberwar: What everyone
needs to know’, author Peter Warren Singer estimates that over a hundred
governments around the globe now maintain an agency to defend their
cyberspace. In 2010, cyberspace was declared a “strategic national asset”
in the US and a Cyber Command was set up in the Pentagon to defend it.
Britain, too, has a cyber-security outfit analogous to the US. China has set
targets to win the “informationised war”, while Iran boasts of having the
world’s second largest cyber army. Other countries such as Russia, Israel
and North Korea have also positioned themselves for cyber warfare.

PROTECT YOUR HOUSE
The realization of cyberspace as a new dimension is still in its early
innings and companies and individuals are only beginning to realize the
potential dangers developing for their systems. Unlike physical asset
security, investment in cyber security has lagged relative to growing
threats. We expect a cycle of corporate investment in technology and
network improvements and solutions to be varied as threats become
more complex. In light of this we prefer companies with more unique
solutions such as Checkpoint (CHKP), Palo Alto Networks (PANW) and
Fortinet (FTNT). Also, we emphasize protection for individuals. Flip
over your internet banking digipass and it will most likely be made by
Vasco Data Security (VDSI) – an investment idea in the BIAS Funds.
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              THE

US DOLLAR

SUPER
CURRENCY
Strong US economic growth both
absolute and relative to other
developed markets; a nearly
balanced US budget; interest rate
cuts and quantitative easing by other
global central banks to improve the
competitiveness of their respective
currencies; negative yields in Europe
widening the yield pick up to US
Treasuries; and little inflationary
pressure in the US—all point to
US dollar strength during 2015.
In January, the IMF cut its 2015 Global GDP
forecast to 3.5% from 3.8% citing a) greater
growth in the US versus other developed
regions; b) the collapse in the price of oil
deemed more negative globally than positive;
c) higher cost of borrowing for certain
emerging nations, and d) the rising US dollar
which raises the cost of essential US imports
to other nations. The IMF expects US GDP
to grow 3.2% compared to slower growth
in other developed regions.

The US budget deficit has fallen significantly
since peaking at 12.1% in 2010. Government
debt peaked at around 100% of GDP and
should fall in future years as economic
conditions improve.

World GDP*

2015 forecast, % increase on a year earlier

Twenty-five central banks have cut rates so
far in 2015. The trend in global interest rates
is clearly downward as each country races to
the bottom to make their currencies more
competitive whilst inflating their economies
with quantitative easing (QE).
In Europe, 11 countries currently have negative
bond yields out to 2 years; 8 have negative yields
out to 5 years; and Germany has negative yields
out to seven years. Switzerland bond yields
are negative out to 10 years! US Treasury
yields are at a 25 year high yield spread against
German bunds. With more than half of the
holders of euro denominated bonds being from
outside the Eurozone, such investors are likely
to be drawn to higher yielding US Treasuries.
OECD inflation as measured by CPI is
approaching zero which leaves little need for
higher interest rates. Slowing global growth,
little wage inflation, and falling commodity
prices (particularly oil) have created downward
pressure on prices.
“Patient” has been a key work used by the
Fed on the need for rate hikes until recently.
The US is likely to be the first developed
economy to raise interest rates and this
bodes well for the strength of the US dollar.

Source: Economist Intelligence Unit.

*At market exchange rates

United States Government Budget
Percentage of the GDP

Source: www.tradingeconomics.com | U.S. Treasury

OECD Consumer Price Index
(yearly percent change)

Because of the above, BIAS has positioned its
portfolios to favour US dollar equities and bonds,
hedging out much of the currency exposure
from non-US dollar equity holdings.

Source: Organization for Economic Cooperation & Development (OECD).
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Q1/15

1-Year

Short Duration Fund

0.10%

Benchmark: Citigroup 1-3yr Treas Index
Inception Date: December 29, 2006

Benchmark
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RISK:

RISK:
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HIGH

HIGH

(Annualized)

3-Year

Since Incept.

-0.04%

-0.22%

-0.16%

1.34%

0.52%

0.98%

0.68%

0.67%

2.42%

Performance
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4.25%

—
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12.56%

—
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Global Equities Fund

Performance
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Global equity markets closed
the First Quarter in positive
territory as developed market
central banks maintained their
accommodative stance towards
growth. In the US, investors
remained selective and showed
a preference for sectors with
earnings growth and positive
economic catalysts. Japan was
the best performing market in the
period while European stocks
were lifted by expectations
of improving regional growth
and outperformed the global
benchmark in US dollar terms,
more than offsetting the euro
depreciation.

The US dollar advanced against
all major currencies, but the Swiss
franc, on diverging central bank
paths as the Fed deliberated
raising interest rates later in
2015 while other major central
banks continued monetary policy
easing. The Swiss franc appreciated
as the nation’s central bank
abandoned the currency peg
against the euro. In addition to
diverging monetary policy, the
euro faced further headwinds
against the dollar as Greece
struggled to restructure its debt.
The Canadian dollar weakened
as the central bank cut interest
rates.

Treasury yields fell in the quarter
amid a decline in inflation
expectations, overseas demand
for relatively better yielding
assets, and the Fed’s cautious
assessment in raising interest
rates. In the eurozone the ECB’s
bond buying programme pushed
already low yields lower. In fact,
at the end of the quarter, yields
on shorter-maturity sovereign
debt in 11 nations in Europe were
negative. Canada’s central bank
surprised the markets in January
and cut the benchmark rate to
0.75 percent in response to
plummeting crude oil prices.
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be involved in the attack which prompted an unconfirmed retaliation by the US – a shutdown of North Korea’s internet.
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or a solicitation of an
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security and cannot
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