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Best Ideas Strategy Guide

Who is Guiscard Capital?
Guiscard Capital is an independent investment advisory and 
management firm. We offer the following services:
• Investment Management – via a Managed Discretionary 
Account (“MDA”)
• Investment Advice

Daniel Grioli is the Managing Partner of the firm and is responsible 
for day-to-day management of the business and client investment 
portfolios. 

Further information can be found on our website:  
www.guiscardcapital.com.au 

What is the Best Ideas Investment 
Strategy?
A high-conviction, long-only investment strategy that invests mainly 
in US shares. Shares are selected from the “best ideas” of US 
registered investment managers, such as mutual funds and hedge 
funds. The strategy is available in two variants:

Best Ideas – Competitive Edge is fully-invested (minus cash for 
operational liquidity) in US shares most of the time (maximum cash 
and short-term fixed interest limit = 25%). 

Best Ideas - Market Timing can tactically allocate to cash, fixed 
income and inflation-linked bonds in to protect investor capital 
(maximum cash and fixed interest limit = 75%).

What return can I expect?
Return objective: +2% out-performance of benchmark (net of fees) 
on a rolling 5-year basis.

Best Ideas – Competitive Edge aims to out-perform the S&P 500 
Total Return Index (AUD unhedged) predominantly through stock 
selection. 

Best Ideas – Market Timing aims to out-perform a composite 70% 
S&P 500 Total Return Index/ 30% ICE U.S. Treasury Short Bond 
Index (AUD unhedged) benchmark through a combination of stock 
selection and asset allocation. 

How do you measure and 
manage risk?
We define risk as the permanent loss of capital. 

Risk objective – Best Ideas Competitive Edge: Similar to US stocks 
over a 5-year period. 

Risk objective – Best Ideas Market Timing: 70% of the risk of US 
stocks over a 5-year period.

We do not use tracking error, beta or volatility constraints to 
manage risk.

Why does it work?
Academic research and empirical evidence demonstrate that a 
fund manager’s best ideas routinely out-perform both their portfolio 
as a whole and the stock market. 

The evidence also shows that fund managers often over-diversify 
by holding positions in less-attractive ideas. They do this due to 
business constraints such as assets under management, liquidity 
and a desire to limit client loss due to underperformance.   

Our strategies are designed to tap into what fund managers do 
best – gather information and analyse businesses. By tracking 
publicly available disclosures, we benefit from the combined 
research capabilities of some of the best investors in the US.

We’ve designed our investment process to mitigate the behavioural 
and structural issues common to many investment strategies. 

We do this through portfolio construction, risk management and 
a focus on keeping costs low by removing unnecessary layers of 
complexity. 

Risk management is focused on the preservation of capital, not 
performance relative to a market index. 

Our portfolios are diversified. Investment opportunities are sourced 
from groups of investment managers using different investment 
approaches. Yet they remain high-conviction portfolios of 15-25 
stocks. 

Some clients want to protect their investment against capital loss 
during periods of financial market or economic stress. The Best 
Ideas – Market Timing variant includes an asset allocation overlay 
to de-risk a client’s portfolio during periods of elevated risk. 



Who should invest?
Our clients are wholesale clients as defined in the Corporations Act 
2001.

We specialize in investing and advising: 
• High-net-worth investors 
• Family offices
• Self-managed superannuation funds
• Charities and not-for-profit organizations

How could I use Best Ideas in 
my portfolio?
Clients can use the Best Ideas strategy as a:

• Diversifier (US equities and foreign currency exposure) within 
 the growth allocation of a portfolio heavily weighted to   
 Australian assets.
• Simple, transparent, custodially-held, low-cost replacement to a  
 hedge fund-of-funds or a portfolio of long/short hedge funds.
• Concentrated exposure to fund manager skill. For example, 
 it could be paired with low-cost passive ETFs and used to   
 replace traditional active funds, maintaining exposure to active  
 management at much lower overall cost.
• Long-term capital appreciation strategy.
• Risk-managed allocation to US shares (Best Ideas – Market   
 Timing).

How is it managed?
We apply our knowledge and experience in fund manager research 
to identify skilled investment managers. We group these managers 
into four styles:
• Value
• Growth
• Quality
• Small Caps

All US Securities and Exchange Commission (“SEC”) registered 
mutual funds and hedge funds managing USD $100 million or more 
are required to report their holdings each quarter.

We analyse each manager’s portfolio to select the five highest 
conviction or “best ideas”. We then create a shortlist of best ideas 
for each investment style. 

The Best Ideas portfolio of 15-25 (5-25 for Best Ideas – Market 
Timing) stocks is created by selecting stocks with the most 
attractive risk-adjusted return characteristics.

Portfolio construction involves allocating capital in proportion to 
the risks involved (i.e. less risk = more capital). It also involves 
ensuring that the portfolio is reasonably diversified across 
managers, styles, industry groups and other risk factors. 

Portfolios are rebalanced each quarter when new SEC data 
becomes available. 

We adhere to a strict sell discipline, which includes risk 
management strategies such as stop losses, trailing stops and 
profit stops. This is done on a daily basis.

We also use Exchange Traded Funds (ETFs) to diversify, to hedge 
and to manage risk. We may at times ask our clients for discretion 
to opportunistically invest in credit ETFs. 

The Best Ideas - Market Timing strategy has the flexibility to 
reduce the allocation to US shares as low as 25%, with the balance 
invested in US Treasury notes, bonds and inflation-linked securities 
(ETFs).

Asset allocation is based on a framework that considers the 
following variables:

• Valuation
• Fundamentals: earnings, profitability, balance sheets, etc.
• Central Bank and Government Policy
• Economic Growth
• Investor Sentiment
• Trend
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How do I invest?
Clients need to sign a copy of the Client Investment Management 
Agreement (“IMA”) which also contains a copy of the strategy term 
sheets (see attached).

They will also need to open their own brokerage account, 
nominating Guiscard Capital as their advisor, with Interactive 
Brokers LLC.

We are happy to help clients with the account setup process.

Investing on behalf of our clients via an MDA means that each 
client’s assets are custodially held in the clients own (individual) 
account. This has the following advantages:

• Transparency 
• Liquidity
• Lower cost
• Potential for greater tax efficiency

Up-to-date information on Interactive Brokers is available on the 
Interactive Brokers website. This includes:

• Interactive Brokers Financial Services Guide
• Interactive Brokers General Terms and Conditions (Australia)
• Interactive Brokers Group Strength and Security
• Interactive Brokers Investor Centre

Where can I get more information?
You can find more information about Guiscard Capital, the Best 
Ideas investment strategy and all of the other services that we offer 
on our website: www.guiscardcapital.com.au

We would be happy to provide you with a digital or printed copy of:

• Client Guide
• Best Ideas Investment Memorandum 
• Client IMA 
• Best Ideas investor presentation
• Model portfolio performance reports
• Client letters and other communications

What are the risks?
The principle risks affecting the Best Ideas investment strategy are: 
 
• Key person risk – Daniel Grioli is the Managing Partner of   
 Guiscard Capital and the Portfolio Manager of the Best Ideas   
 investment strategies.
• Equity market – a general fall in the value of the US equity   
 market. 
• Active – Underperformance during periods when the   
 performance of active mutual funds and long/short equity hedge  
 funds are underperforming.
• Stock-specific– Disappointing performance by one or more   
 individual stocks due to company specific issues.
• Sector – Underperformance by one or more industry groups.
• Style – Underperformance due to exposures to investment   
 styles (i.e. growth or value) or economic risk factors   
 (e.g. currency exposures arising from overseas earnings).
• Currency – Changes in the value of the AUD relative to the   
 USD.
• Fund manager selection– tracking the holdings of poorly   
 performing fund managers.
• Regulatory– Changes to the reporting rules and their effect on  
 data availability.
• Crowding – Over investment in the most popular stocks held by  
 mutual funds and hedge funds. 

Most fund managers (and some hedge funds) carry a lot of 
ballast – additional positions that manage capacity, liquidity and 
benchmark risk. 

Removing the ballast improves long-term returns, but this 
improvement comes at the expense of increased short-to-medium-
term volatility. 

This is why diversification (across multiple fund managers), risk 
management and portfolio construction are so important.

Investors concerned about market-relative risk should consider 
splitting their investment between the Best Ideas – Competitive 
Edge strategy and a suitable low-cost index ETF. 

Investors focused on managing absolute risk should consider 
investing in the Best Ideas – Market Timing strategy.
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Investment Vehicle Managed Discretionary Account. Clients will be required to open their own account with 
Interactive Brokers LLC (NYSE: IBKR).

Expected Return over Benchmark +2% (net of fees) on a rolling 5-year basis

Expected Risk (Volatility) 16% - 18% per year

Benchmark S&P 500 Total Return Index (AUD unhedged)

Base Fee 0.75% plus GST, paid quarterly in arrears. 
  
Excludes currency and brokerage costs.

Performance Fee 10% plus GST of returns above the performance hurdle, paid annually (on the anniversary of 
the investment mandate) in arrears.

Performance Hurdle The 12-month (i.e. the performance evaluation period) average of the Moodys Seasoned US 
Corporate BAA Yield.

Other Fees and Costs There is no Bid/Ask spread. 
  
Brokerage = USD %0.005 per share (US Stocks) with a minimum fee of USD $1.00 and a 
capped maximum fee. 
  
Monthly account keeping fees are waived for accounts with more than USD $100,000. 

Fees and costs are current as at 1/3/ 2019. Current fees and costs can be found on the 
Interactive Brokers Website: www.interactivebrokers.com.au

Interest Earned on Cash Balances USD Cash Balances: 
-          Benchmark Rate -0.5% 

  
AUD Cash Balances 

-          $0 to $14,000 = 0% 
-          $14,001 to $140,000 = Benchmark Rate – 0.5% 
-          $140,001 + = Benchmark Rate – 0.25% 

  
The benchmark is calculated using overnight deposit rates and real time market rates for 
short term money market instruments. 
  
Interest rates are current as at 1/3/ 2019. Current rates can be found on the Interactive 
Brokers Website: www.interactivebrokers.com.au.

Minimum Initial Investment AUD $500,000

Minimum Balance AUD $250,000 (unless waived by Guiscard Capital)

Minimum Additional Contribution/
Redemption

AUD $50,000

Currency US Dollars unhedged. 
  
Contributions can be made either in AUD or USD.

Liquidity Weekly. 
  
A 5-day notice period applies. 
  
Settlement is T + 2 days.

Eligible Investments          Stocks listed on the NYSE, NASDAQ and AMEX 
         American Depository Receipts (ADRs) 
         Passive US Equity ETFs 
         Cash 
         Cash equivalents (i.e. short duration fixed income ETFs)

# of fund managers tracked Minimum = 5 
Maximum = 25

# of stocks Minimum = 15 
Maximum = 30

Best Ideas - Competitive Edge
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Position Size Limits Minimum = 3% (at purchase) 
Maximum = 10% (at purchase) 
  
Minimum = 2% (at any time) * 
Maximum = 20% (at any time) 
  
* Unless the stock is in the process of being sold.

Sector Limits The portfolio will contain stocks from at least five different industry sectors.

Cash Minimum = 3% 
Maximum = 25%

Risk Management Dynamic risk management on a daily basis. Includes the use of techniques such as dynamic 
stops (both soft and hard). 
  
Position sizing is also a key element of risk management. 
  
Exposure to macroeconomic (e.g. cyclical industries) and style (i.e. value) factors is also 
managed. 
  
The portfolio is constructed without reference to any market index (i.e. the S&P 500).
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Investment Vehicle Managed Discretionary Account. Clients will be required to open their own account with 
Interactive Brokers LLC (NYSE: IBKR).

Expected Return over Benchmark +2% (net of fees) on a rolling 5-year basis

Expected Risk (Volatility) 6% - 18% per year

Benchmark 70% S&P 500 Total Return Index/ 30% ICE U.S. Treasury Short Bond Index (AUD 
unhedged)

Base Fee 0.75% plus GST, paid quarterly in arrears 
  
 Excludes currency and brokerage costs

Performance Fee 10% plus GST of returns above the performance hurdle, paid annually (on the anniversary of 
the investment mandate) in arrears.

Performance Hurdle The 12-month (i.e. the performance evaluation period) average of the Moodys Seasoned US 
Corporate BAA Yield.

Other Fees and Costs There is no Bid/Ask spread. 
  
Brokerage = USD %0.005 per share (US Stocks) with a minimum fee of USD $1.00 and a 
capped maximum fee. 
  
Monthly account keeping fees are waived for accounts with more than USD $100,000. 

Fees and costs are current as at 1/3/ 2019. Current fees and costs can be found on the 
Interactive Brokers Website: www.interactivebrokers.com.au.

Interest Earned on Cash Balances USD Cash Balances: 
-          Benchmark Rate -0.5% 

  
AUD Cash Balances 

-          $0 to $14,000 = 0% 
-          $14,001 to $140,000 = Benchmark Rate – 0.5% 
-          $140,001 + = Benchmark Rate – 0.25% 

  
The benchmark is calculated using overnight deposit rates and real time market rates for 
short term money market instruments. 

Interest rates are current as at 1/3/ 2019. Current rates can be found on the Interactive 
Brokers Website: www.interactivebrokers.com.au.

Minimum Initial Investment AUD $500,000

Minimum Balance AUD $250,000 (unless waived by Guiscard Capital)

Minimum Additional Contribution/
Redemption

AUD $50,000

Currency US Dollars unhedged. 
  
Contributions can be made either in AUD or USD.

Liquidity Weekly. 
  
A 5-day notice period applies. 
  
Settlement is T + 2 days.

Eligible Investments Stocks listed on the NYSE, NASDAQ and AMEX 
American Depository Receipts (ADRs) 
Passive US Equity ETFs 
Cash 
Cash equivalents (i.e. short duration fixed income ETFs) 
  
10-Year US Treasury ETFs 
30-year US Treasury ETFS 
US TIPS ETFs

Best Ideas - Market Timing
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# of fund managers tracked Minimum = 5 
Maximum = 25

# of stocks Minimum = 5 
Maximum = 30

Position Size Limits Minimum = 3% (at purchase) 
Maximum = 10% (at purchase) 
  
Minimum = 2% (at any time) * 
Maximum = 20% (at any time) 
  
* Unless the stock is in the process of being sold

Sector Limits The portfolio will contain stocks from at least three different industry sectors

Cash and Fixed Income Minimum = 3% 
Maximum = 75%

Risk Management Dynamic risk management on a daily basis. Includes the use of techniques such as dynamic 
stops (both soft and hard). 
  
Position sizing is also a key element of risk management. 
  
Exposure to macroeconomic (e.g. cyclical industries) and style (i.e. value) factors is also 
managed. 
  
The portfolio is constructed without reference to any market index (i.e. the S&P 500). 
  
The market timing overlay is the primary method of managing stock market (i.e. systematic) 
risk.

This document is for informational purposes only. It does not constitute financial advice or take into account the particular investment objectives, financial situations or needs of individual readers. 
Readers should consider whether any opinions or recommendations in this document are suitable for their particular circumstances and, if appropriate, seek professional advice, including tax advice. 
This document has been prepared with care. However, Guiscard Capital makes no warrant of any kind in regard to the contents and Guiscard Capital shall not be liable for incidental or consequential 
damages, financial or otherwise, arising out of the use of this document. This document is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or 
solicitation would be illegal. The price and value of investments referred to in this document and the income from them may fluctuate. Past performance is not a guide to future performance, future 
returns are not guaranteed, and a loss of original capital may occur. The contents of this web page are subject to the provisions of the Copyright Act, 1968, and any unauthorized reproduction of it is 
subject to prosecution under the provisions of the Act.


