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The Investment Committee (IC) continues to discuss the issue of inflation, specifically whether it is transitory 
or structural. We have focused on transitory inflation over the past couple meetings, relating to COVID, base 
effects, and the recovery. However, there is another school of thought that is emerging, which is in relation to 
the bottlenecks that exist today, in areas such as semi-conductors, logistics etc. These would indicate structural 
inflation. Companies will look to pass increased prices through to their customers, reinforcing perhaps that 
sustained inflationary pressures will remain. 

Broadly across the globe we saw consumer confidence detract as concerns about the sustainability of 

economic recovery have increased. A lot of agencies around the world are adjusting growth forecasts 

downward in anticipation of weaker growth on the back of the recovery from COVID-19. This will be something 

that the IC will continue to monitor. 

In China we are seeing continual feedback from the government regarding the curtailing of certain activities, 

particularly in relation to sustainability and achieving their targets. This has had implications for commodity 

prices, in particular iron ore which has seen its price plummet from over USD200 per tonne at the beginning of 

June to USD109 per tonne by the end of August. China is willing to entertain a lower pace of growth than what 

they have experienced to meet their sustainability targets. The IC is pleased with how our managers have 

navigated the China slowdown by reducing exposures prior to these policy adjustments and in particular our 

resources strategy. 
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As a base case the IC believes we are entering into a period of more volatility as there is less transparency 

around the outcome of any economic recovery and the inflated price of assets due to abundant liquidity from 

central banks. Countries are in unchartered territory because of the delta variant, China policies, US Fed 

tapering and supply side restrictions, thus making it hard to build a high conviction portfolio. Therefore, this is 

conducive to a strategy which maximises diversification across non-correlated funds such as LAIF. 

The Fund has now entered the final stages of its due diligence process for an allocation to an impact manager. 

The IC believes this will be a longstanding growth thematic and will provide alpha for the long term. 

Largest detractors for the month of August were LAIF’s Gold and Convertible debt exposures. Mixed conditions 

have continued for gold and silver miners. However, persistent low real rates, vast stimulus, debt expansion, 

along with a rapid expansion of money supply, indicate monetary debasement will continue, strongly favoring 

hard assets such as precious metals.  

The largest contributors for the month were our long/short equities and resource exposures. As markets 

continue to rise and valuations remain elevated, increasing the risk of correction, the IC expect the long/short 

exposures to outperform during inevitable bouts of market volatility. 




