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Wealth Manager: Hassium's Yogi Dewan on his

wealth preservation strateg\

Think of the term family office and a number of images may come to mind. Landed estates. Yachts. Switzerland.

Imposing offices in Mayfair. The experiment in free association is certainly unlikely to summon forth a vision of

Penn Road in the northwest London suburb of Beaconsfield.

Two red-brick terraces of shop fronts and flats that could be in any one of a thousand well-off communities in

Britain, it might politely be described as ordinary. Jung¶s coffee shop and patisserie takes up much of one side of

the street, just opposite Jasmine Cantonese cuisine. What must be one of the last United Colours of Benetton

outlets in the UK maintains a toehold on the high street a little further on.

The air of normality extends well into the modest, cream-walled offices of Hassium Asset Management, tucked

behind Ginger Pop womenswear, with only a widescreen Bloomberg console in the meeting room to suggest this

is anything other than a local firm of solicitors or accountants.

That, and the fact that founding partner Yogi Dewan, formerly an executive director of Goldman Sachs, is finding it

hard to resist covertly following the FX feed. µMany of our clients are European,¶ he apologises. µSo the

sterling/euro exchange is one of our key business risks.¶

That the company is a little unusual is further suggested by its assets under management, which have more or

less doubled every 12 months in its brief four-year life to reach £400 million, managed on behalf of 10 families.

Dewan says he expects a least two more years µat the sharpest bit of the J-curve¶ before this begins to moderate

above £1.5 billion, on behalf of about 25 families.
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Ensuring the company reaches beyond Dewan¶s immediate circle is the job of Charles Macfarlane, who joined the

company as a partner late last year to establish connections among professional City intermediaries, having

previously served at Cheviot and Smith & Williamson.

The location acts as a contrarian indicator of the company¶s approach to costs and service: more or less the

inverse of the Schroder office syndrome, which dictates that for every 100 square metres of marble and piece of

contemporary art in the reception, each client remembers another basis point of the fees they paid towards it.

µWe don¶t have a yield on assets remotely comparable with the banks. They can add 25 basis points (bps) on an

FX transaction – when we execute FX trades we charge up to five pips to cover the spread.¶

Hassium charges on a sliding scale from 0.85% down to 0.25% on £25 million-plus. Custody charges are levied

separately alongside institutional-level execution charges, in effect delivering an expense ratio of less than 30bps.

Dewan says he is sceptical about contemporary portfolio management theories oriented around asset allocation.

Instead, he says the most useful skill an investor can have is common sense, allied to two basic calls: equities

relative to cash and bonds and dollar exposure relative to the client¶s base currency.

µIf a client wants 50% in equities to 50% in bonds, who am I to tell them that equity exposure should actually be

57.5%? Based on what? There is too much theory behind asset allocation, as opposed to common sense. The

reality is testing [a portfolio] against big crunch points and asking [the client], “What would you have felt if you

had lived through that?”

 

µAlpha is an interesting concept. We are involved in the business of wealth preservation – that is the driver. I don¶t

think alpha should be the priority – we can allocate risk more than we can identify alpha.¶

The company targets a return range of Libor +200 to +400. The median balanced portfolio is currently weighted

15% to 20% to equity, which is relatively bullish compared with the last 30 months, 5% to 10% in a basket of soft

commodities and industrial metals, with a separate allocation of about 2% in gold and the remainder in short-

dated fixed interest.

The equity exposure is oriented toward Western blue chips with a decent yield, while the bonds are primarily held

as a hedge. We think bonds are overvalued and expect to see a rate hike, but not until Q4 – the market is pricing

rate hikes in much more quickly. Bonds remain more of a hedge against downside risk and still offer higher yields



than cash.

óWe donôt expect to see a default on the peripheries of Europe but we do expect to see downgrades... and
possibly in the UK, although this is less likely. The question is still, ñWhat are the consequences?ò In the UK that
would add about Ã8 billion to Ã10 billion a year to the cost of borrowing and I suspect it would be fairly similar
across a lot of European economies. And that, of course, has an effect on fiscal policy and consequently on how
consumers are feeling.ô

Dewan is fundamentally negative on gold, saying that prices remain fear-driven and that it is óclearly a bubbleô.
Once the global economic ï as opposed to the equity market ï recovery becomes more entrenched, he believes
that capital will flee the sector and send it well below $1,000 an ounce.

 

Overheated capital flows have also turned him sharply against emerging markets, with valuations of 19x earnings
in India and 17x earnings in Brazil fundamentally unjustifiable. The political risks that have proved fashionable to
downplay or ignore in recent years have also been brought into sharp focus by the unrest across the Middle East,
and simmering difficulties with food price inflation across much of the rest of the developing world.

He says that he is ócautiously optimisticô on the overall trajectory of the recovery, but expects there to be a lot of
volatility along the way ï in other words, much like 2010. óIt has been a good environment for traders, although
hedge funds have underperformed the broader markets because they have been too scared to use leverage.

óThe recovery is still fundamentally about the US. Consumption is still three to four times higher in the US than it
is in China ï people forget just how important it is. Markets need to focus on that.

óUS data is still improving, but not showing signs of massive growth, and they still have unemployment at above
9% and a housing market that is still struggling. So we are cautious, though not pessimistic. There is no reason
to rush it.

óAn economy such as Floridaôs is the same size as Australiaôs. And Californiaôs is the same size as the UKôs ï
all these states are, to one degree or another, trying to restructure their finances and are at different levels of
distress. So there is still a lot of risk out there that we have to pay attention to.ô 

 




