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Disclaimer and Confidentiality Notice
The information contained in this presentation has been prepared solely for informational 
purposes and is not an offer to sell or purchase or a solicitation of  an offer to sell or purchase an 
interest in any Disciplina Group or its related entities. Any offer or solicitation will be made only 
pursuant to either a confidential client agreement or private offering documents and will be 
subject to the terms and conditions contained in such documents.

This presentation is provided to you on a confidential basis and is intended solely for the use of  
the person to whom it is provided.  It may not be modified, reproduced or redistributed in whole 
or in part without the prior written consent of  Disciplina Group.

Any reference to a specific strategy or investments does not constitute a recommendation to buy, 
sell, hold or directly invest.  It should not be assumed that the recommendations made in the 
future will be profitable or will equal the performance of  strategies discussed in this document.  
All other company, product and service names may be trademarks or service marks of  others and 
their use does not imply their endorsement of, or an association with this program.

There can be no assurance that Disciplina Capital Management will achieve its targeted returns.  
No representation or warranty is made as to the returns which may be experienced by investors .  
All returns include applicable fees and expenses.

Past performance is not indicative of  future results.
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Institutional Investors Can‘t Afford -22%
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Traditional Diversification Masks Portfolio Risk
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Style
Style definitions are 
equity-centric with little 
application in a multi-
asset framework 

Asset Class
When properly defined, 

asset classes still provide 
useful information.  

However, risk factors 
provide better and 
actionable insights

Geography
Where a company generates
its revenues is a better
measure of geographic
exposure than where it is listed

A More Intuitive Approach to Quantify Risk
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Equity Risk Credit Risk

Currency Risk

Interest Rate Risk
Commodity Risk

Portfolio Risk Decomposition
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Risk Decomposition – The Big Picture

A proprietary risk 
model provides the 
ability to decompose 
each investment, 
asset class and the 
total investment 
portfolio into 
constituent
systematic risk 
factors.
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Equity Credit Currency Commodity Interest Rate

Manager 1
Greater China Long 

Only Equity

Manager 2
Credit Opportunities

Hedge Fund

Manager 3
Multi Strategy Hedge 

Fund

Private Equity

Natural 
Resources
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Factor Risk Decomposition Examples
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Risk Decomposition –

Traditional Portfolio
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Equity, 
83.3%

Credit, 0.3%

Rates, 0.2%

Commodities, 
0.0%Currency, 

14.2%

Idiosyncratic, 
1.9%

Factor Risk Decomposition

ABC Portfolio 

9.30.13 

ABC Policy 

Benchmark 9.30.13

Factor Risk Sensitivities (Betas)

Equity 0.78                        0.75                        

Credit 0.05                        0.09                        

Rates 0.04                        0.04                        

Commodities (0.01)                       0.02                        

Currency (0.32)                       (0.33)                       

Factor Risk Decomposition

Equity 83.34% 81.73%

Credit 0.28% 1.24%

Rates 0.24% 0.18%

Commodities 0.02% 0.04%

Currency 14.21% 15.39%

Idiosyncratic Risk 1.91% 1.42%

Equity, 
65.0%

Fixed 
Income, 
25.0%

Real Estate, 
7.5%

Commodities, 
2.5%

Asset Allocation



Risk Decomposition –

Broadly Diversified Portfolio
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XYZ Portfolio 

9.30.13 

XYZ Policy 

Benchmark 9.30.13

Factor Risk Sensitivities (Betas)

Equity 0.58                        0.70                        

Credit 0.18                        0.11                        

Rates (0.08)                       0.01                        

Commodities 0.14                        0.16                        

Currency (0.04)                       (0.05)                       

Factor Risk Decomposition

Equity 67.42% 81.31%

Credit 6.49% 2.01%

Rates 1.28% 0.02%

Commodities 3.93% 4.25%

Currency 0.32% 0.41%

Idiosyncratic Risk 20.56% 12.00%

Equity, 
67.4% Credit, 6.5%

Rates, 1.2%

Commodities, 
3.9%

Currency, 
0.3%

Idiosyncratic, 
20.6%

Factor Risk Decomposition

Equity, 
34.5%

Fixed 
Income, 5.4%

Absolute 
Return, 
18.8%

Private 
Equity, 
14.9%

Venture 
Capital, 
11.8%

Real Estate, 
7.4%

Natural 
Resources, 

7.2%

Asset Allocation


