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Q4:  
Rapid Fed rate rises coupled with a break  
down in correlations damage traditional quants. 
Rothko  strongly outperforms by +3.4% on the 
calendar year 2018

Q3:  
Value starts to outperform Growth names in   
EM as Tech (particularly Chinese) starts to sell off 
while the Turkish lira collapse causes EM to sell 
off... Rothko's portfolio starts rebalancing 
in September

Q2:  
Rothko's underweight to industrials benefits as 
hard metals prices fall. Rothko outperforms in 
Q2 by +1.6%

Q1 2018:  
A pick up in volatility benefits Rothko's 
defensive holdings. Rothko outperforms 
by +3.0% in Q1 2018

Mar: First of four 2018 Fed rate hikes brings 
Fed Funds to 1.75% and rattles markets 

Feb: Volatility derivatives (VIX) 
plunge and consequent unwind 
causes snap sell off as levered 

options positions are closed out

Continuation 
of low quality 
rally sees Rothko 
underperform at 
very start 

Rothko benefits 
from underweight to 
industrials

Crises and volatility  
pickup, Rothko start to 
strongly outperform 

Lira crisis sees  
investors seeking  
hard currency  
earnings  
benefiting 
Rothko

Rothko starts to 
reduce China 
overweight

Tech sell off and oil price 
plunge driven up-tick 
in risk aversion sees 
strong value names 
outperform, benefiting 
Rothko

Rapid rate rises benefit Rothko 
by causing further risk aversion 
and a fall in 10year yields, both 
effects benefiting solid value 
stocks with hard currency 
income growth potential

Apr: Industrial metals peak, 
falling -20% by August. 

Commodity oriented Latin 
America underperforms over 

May and June 

Jun: Fed hikes rates to 2.0%. Sentiment 
turns on Chinese Big tech starting a  

steep decline in Chinese stock markets 

Mar: Trump initiates trade war with 
China with his intention to impose a 
25% tariff on steel and a 10% tariff 
on aluminium imports prompting 
retaliatory tarriffs from China and 

the EU later in the year 

Oct: Bolsonaro wins Brazilian 
election. LatAm outperforms in Q4, 

Brent hits $86 a barrel on tougher 
Iran sanctions, then plunges to $54 
by year end on weak global growth

Full Year: EMSC down -19%,  
China down -19% with LatAm down  

-6%. Fed funds is 2.5% and the US 10 year 
2.7%. Fed balance sheet shrinks by -8% or 

$370bn, China's FX reserves -3% down

Aug: Turkish lira 
collapses by -30% 

making total loss -45% 
year to date triggering 

broader risk aversion 
in EM 

Sep: Fed hikes again by 25bps 
President Trump slaps $200bn 

of tarriffs on Chinese goods 
China underperforms in the 

aftermath, US  
stocks tank

US Tech, FAANGs, start a -30% slide 
into year end breaking correlation 

structure traditional quants 
typically rely on

Dec: Fed's fourth hike in 
2018, to 2.5%, stocks respond 
negatively, 10 year UST yield 
rallies as yield curve flattens 

benefiting income stocks

Rothko's Year: How 2018 panned out  
(daily cumulative relative return of Rothko Emerging Small Cap composite versus  
the MSCI Emerging Markets Small Cap Index)
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Disclosure
Views expressed were current as of the date indicated, are subject to change, and may not reflect 
current views. 

Views should not be considered a recommendation to buy, hold or sell any security and should not be 
relied on as research or investment advice. 

The information was obtained from sources we believe to be reliable, but its accuracy is not guaranteed 
and it may be incomplete or condensed. All information is subject to change without notice.

This document may include forward-looking statements. All statements other than statements 
of historical facts are forward- looking statements (including words such as “believe,” “estimate,” 
“anticipate,” “may,” “will,” “should,” “expect”). Although we believe that the expectations reflected in 
such forward-looking statements are reasonable, we can give no assurance that such expectations will 
prove to be correct. Various factors could cause actual results or performance to differ materially from 
those reflected in such forward-looking statements. 

This document is an internal research paper. The material is for informational purposes only and is 
not an offer or solicitation with respect to any securities. Any offer of securities can only be made by 
written offering materials, which are available solely upon request, on an exclusively private basis and 
only to qualified financially sophisticated investors. 

Past performance is not a guarantee of future results. An investment involves the risk of loss.  
The investment return and value of investments will fluctuate. There can be no assurance that the 
investment objectives of the strategy will be achieved. 

This document is solely owned by and the intellectual property of Rothko Investment Strategies and 
Mondrian Investment Partners Limited. It may not be reproduced either in whole, or in part, without 
the written permission of Rothko Investment Strategies and Mondrian Investment Partners Limited. 

Rothko Investment Strategies is a trading name of Mondrian Investment Partners Limited. 

Mondrian Investment Partners Limited  
Fifth Floor, 10 Gresham Street, London EC2V 7JD, UK  
London +44 207 477 7000  
Philadelphia +1 215 825 4500  
www.mondrian.com 

Registered office as above. Registered number 2533342 England. 

For your security and for training purposes, telephone conversations may be recorded. Mondrian 
Investment Partners Limited is authorised and regulated by the Financial Conduct Authority. 
Mondrian Investment Partners is a trademark of Mondrian Investment Partners Limited.


