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OUR
“DISRUPTED”
LIVES
The other day I was passing by the bus terminal and saw
an elderly lady on the bench. She held a sleek tablet in
her hand and was using the public WIFI to Skype with
her grandchildren. I was still in awe of how we have
embraced technology when I walked past a group of
young tourists; one of them was checking Google Maps
to get his bearings while another dished out restaurant
recommendations for their next meal from Trip Advisor.
It only takes a brief look around to notice these
anecdotes and how we have accepted technology
into our lives. But notice that “disruptive” innovations
have made the most impact. Disruptive innovations
are a type of innovation which displace existing
technology and create a new market. They go beyond
mere improvements and challenge the status quo
usually by introducing improved efficiency and
higher value. As explained by Clayton Christensen,
a Harvard Business School professor who introduced

the term, disruptive innovations do not have to
be new inventions but simply “components in a
product-architecture that are simpler than prior
approaches.” A result, in his opinion, that is at
once destructive and creative.
From history, one of the most significant disruptions
was mass-production of the automobile. The
automobile itself was a revolutionary technological
innovation but still remained an expensive luxury.
It was only after the assembly line came along
and mass-produced the low-cost Ford Model T
that the horse carriage industry was disrupted.
In a later generation, there was the PC which put
a computer on every desk and more recently the
smartphone/tablet which put a computer in every
pocket. Steve Jobs of Apple is largely credited
with the latter disruption with his vision of the
iconic iPhone and iPad products. Apple is also
hoping to disrupt the watch market with its
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recent product, the iWatch, which monitors well-being and physical activity
and makes the computer even more accessible.
An integral player of the smart phone and upcoming smart wearable
revolution has been a disrupter in the semi-conductor space – Skyworks
Solutions. Skyworks makes the age-old radio frequency device – the antenna.
However, Skyworks’ device is smaller, lighter, cheaper, more complex, and
more efficient. It is the building block of all wireless devices and is powering
the Internet of Things (see our Navigator article from September 2014).
Disruptors are not limited to the Information Technology space. In the BIAS
Funds we also have exposure to disruptive innovation in the Healthcare sector.
Today, modern Life Science Tools can use Next Generation Sequencing (NGS)
to sequence the entire human genome in a few days for a few thousand
dollars. In 2001, it took the Human Genome Project 13 years and $23 billion
to do the initial study. Benefit, you ask? Laboratories today can preemptively
identify susceptibility to inherited diseases and are testing response to new
treatments based on genetics. Healthcare to suit is disrupting the existing
one-size-fits-all pharmaceutical approach.
Another company that BIAS has recently initiated a position in is a disruptor
in two different sectors. Tesla Motors, a maker of electric vehicles, is going
after the conventional automobile industry and the Utilities sector. In the
automobile sector, the company has transformed the electric vehicle from
a concept car to a feasible and scalable product. Tesla established a market
with the Model S sports sedan and has since moved to build a large battery
manufacturing facility – the Gigafactory. The facility will produce lithium ion
batteries at a larger scale and up to 30 percent lower cost. Tesla’s estimates
suggest that 70 percent of the Gigafactory capacity will go towards electric
vehicle demand while the remainder will go towards the production of the
company’s new product- the Powerwall.
We consider Tesla’s Powerwall a disruptor of the conventional electric utility
company. It is a sleek home battery which can store energy from a renewable
source, such as solar panels, and power the house in the evening. This is the
first step towards making homes energy-neutral and independent of the grid.
At the same time, the battery technology is also collaborative with utility
companies which have expressed demand for the Powerwall to manage their
own peak and off-peak load.
Again, in Clayton Christensen’s words, disruptive innovations are both destructive
and creative. Their impact is forceful and consumers play an integral part in
their critical mass. Imagine what we will see at the bus terminal in another
ten years.
– Ahmed Mumtaz, CFA
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With regular pension plans, the most common
option is to buy an annuity at retirement. But
with annuity rates so low, pension income is
constrained and with the pension assets taken
up completely in buying the annuity, nothing
is left over for beneficiaries.

However, there is a Bermuda compliant
alternative – BIAS’ Personal Retirement
Plan (PRP) -- that allows PRP members
to stay in control of their pension assets,
keep something back for beneficiaries,
and draw down a higher annual income
based on stipulated age-dependent criteria.
The PRP is structured using six simple investment
strategies that BIAS’ investment professionals
have crafted utilizing the BIAS Global Portfolios
SPC range of mutual funds allowing PRP members
to receive personal advice within a tailored plan,
receive frequent reporting and updates, and
generally staying in control of their retirement
assets… and at the same time receiving a higher
income draw down than would be provided
from simple annuities.
The tables on page 3 compare a typical annuity
income stream with the BIAS Drawdown stream.
The rate used for a typical insurance company
annuity is 3.13% whilst the BIAS PRP drawdown
plan assumes a modest 4% growth rate. Client
total income over twenty years is more than
twice higher than annuity income and so is the
client’s total benefit!
Don’t be caught out in annuities in a low
interest rate environment. Get the most out
of your pension!

Illustration of typical
drawdown annuity
income stream
starting from age 65
assuming plan
member’s death at
age 85.
Annuity rate based
on 3rd party provider
life annuity example
as of February 2015.

Illustration of typical
drawdown stream from
PRP plan assets starting
at age 65, ending at
age 85 with the plan
member’s death.
An investment return
of 4% was assumed
throughout.
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PERFORMANCE
as at 30th June 2015

Short Duration Income Fund
RISK:

HIGH

1-Year

(Annualised)

(Annualised)

3-Year

Since Incept.

Short Duration Fund

-0.29%

-0.38%

-0.04%

-0.17%

1.27%

0.80%

0.65%

2.36%

Benchmark

0.14%

0.87%

Global Balanced Fund

Performance

Q2/15

1-Year

LOW

HIGH

2-Year

2-Year

(Annualised)

(Annualised)

3-Year

Since Incept.
(Annualised)

Balanced Fund

-0.54%

0.23%

5.84%

5.30%

2.19%

Benchmark

0.27%

1.73%

8.06%

9.09%

4.27%

Global Dividend Income Fund

Performance

Q2/15

1-Year

LOW

HIGH

(Annualised)

2-Year

(Annualised)

3-Year

Since Incept.
(Annualised)

Dividend Fund

-4.07%

-6.49%

1.26%

—

1.04%

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

GDI Total Return

-3.45%

-4.16%

3.96%

—

3.58%

Benchmark

0.58%

1.80%

12.45%

—

13.18%%

Global Equities Fund

Performance

Q2/15

1-Year

Equities Fund

-0.52%

Benchmark

0.58%

RISK:

LOW

HIGH

Benchmark: *S&P Global 1200 Index
Inception Date: December 29, 2006
*Prior to April 1, 2012 benchmark was FTSE World Equity Index.

(Annualised)

2-Year

(Annualised)

3-Year

Since Incept.

1.30%

8.59%

7.59%

0.71%

1.80%

12.45%

14.56%

4.75%

(Annualised)

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

Equities Q2 2015

Currencies Q2 2015

Fixed Income Q2 2015

After a strong start, global equity
markets closed the Second
Quarter with only a marginal gain
after risks arising from a Greek
default erased returns from
earlier in the period. In the US,
negative first quarter GDP growth
weighed on stocks. In Europe,
stocks were buoyed by the
ECB’s Quantitative Easing and
reflected improvements in the
euro area economy. However,
risks from a Greek default late
in the quarter eroded earlier
gains. Asian markets were the
best performers in the Second
Quarter led by Japan and China.

The US dollar weakened against
most major currencies on mixed
economic data. Interest rate
differentials remained in favour
of the dollar and the Fed was still
expected to be the first major
central bank to raise rates, however,
disappointment following the
June 17 FOMC statement weighed
on the dollar. The euro reversed
some of the weakness against
the dollar from the First Quarter
in response to stronger economic
data while Sterling advanced
against all major currencies as the
Conservative Party surged to get
a majority in the parliamentary
election, reducing political
uncertainty.

Treasury yields rose as economic
data, while mixed, indicated
the US economy was gathering
momentum. Fed expectations
pushed yields higher on shorter
maturity bonds while yields on
longer maturity bonds rose more
on positive economic data,
resulting in a steeper yield curve.
Interest rates in the eurozone
rose from historically low levels
amid nascent signs of inflation
and improving economic data
in the region. Investment grade
corporate bonds underperformed
Treasuries as uncertainty over
Greece raised risk aversion.

BERMUDA INVESTMENT ADVISORY SERVICES LIMITED
Wessex House, First Floor, 45 Reid St., Hamilton HM12
P.O. Box HM 988, Hamilton, HM DX, Berumda

www.biasglobalportfolios.com
Listed on the Cayman Islands Stock Exchange
and the Bermuda Stock Exchange.
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(Annualised)

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

RISK:

MANAGEMENT
COMMENTARY

Q2/15

Benchmark: Citigroup 1-3yr Treas Index
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.
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