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On last week’s podcast, we had a fantastic discussion with Jessamyn Norton, Chief

Investment Officer of Spinnaker Trust, and Jesper Koll, Head of WisdomTree in Japan. The

conversation took place on the same day President Trump had a summit in Washington with

Japan’s prime minister Shinzo Abe, and we were lucky to have Jesper on the line during

this important Japan–U.S. alliance weekend ahead of Trump and Abe’s trip to Florida.

 

On the Trump–Abe SummitOn the Trump–Abe Summit

  

Jesper believes Trump and Abe are a perfect match and that Japan can supply concrete,

helpful support for Trump’s pledge to “Make America great again,” particularly on

infrastructure support. Jesper believes Japan’s basic infrastructure is the highest

quality in the world and the country’s companies can provide competitive offers on

infrastructure projects.

 

This might come in two forms: first, the U.S. would need to fund these infrastructure

projects, and Japanese banks have perhaps the lowest cost of capital in the world,

thanks to the Bank of Japan’s (BOJ) negative interest rate policy and relatively healthy

bank balance sheets. Japanese banks also have an appetite for more foreign business to

fund growth. Jesper sees Japanese banks providing funding for infrastructure projects,

but Japan can also help with the basic infrastructure build-out.

 

Take railways, for instance. As a regular rider up the Northeast Corridor, I can attest

to the quality of the U.S. rail system, and when I compare that with riding the

Shinkansen in Japan—let’s say, there is no comparison. I’m selfishly hoping this is one

partnership area outlined by Jesper that Trump and Abe will make progress on. 

 

We also talked about Jesper’s take on the yen, and why he believes it is a structurally

weak currency going forward. We talked about the complicated relationship with Japan,

China and the U.S., and why Jesper remains bullish on Japan’s economic growth (mostly

through positive wage dynamics fueling more consumption) and on Japanese financials. If

Jesper is right that Japan’s economy is inflecting more positively, there is a

compelling case to be made for not just Japan’s global multinationals on the back of a

structurally weak yen but also for Japanese small-cap companies that are more tied to

the local economy.  

 

On Spinnaker Trust’s Portfolio Approach On Spinnaker Trust’s Portfolio Approach 

  

Jessamyn Norton has an interesting background for an exchange-traded fund (ETF) asset
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allocator. She has a buy-side background, being trained at Wellington Management, the

Boston company where she covered Japan, and then Fidelity, where she learned bottom-up

research in fundamentals and evaluating various companies. Now Jessamyn uses that

fundamentals-based training to construct global portfolios for her clients. 

 

Spinnaker Trust has been skeptical of the opportunities presented in the bond market and

has been increasing allocations to the “alternative” asset class in hopes of providing

some value-added returns ahead of traditional fixed income exposures. This has been a

challenge for her team, especially in looking for alternatives in the ETF structure,

which is their preference, and we talked about various considerations she is making in

this area.

 

We also talked with Jessamyn about the active/passive investment approach debate, and it

is something her firm has a notable vested interest in. Spinnaker runs two individual

stock portfolios as well as its ETF portfolios. With Jessamyn’s background on the

fundamental research side, it was interesting to hear that her ETF portfolios—which use

a sector rotation element in the U.S.—are currently beating the individual stock

portfolios.  

 

The active/passive debate will continue to rage, but what we see consistently across

various firms we are talking to is that the active decisions are increasingly being

focused on how to allocate assets and less on trying to add value through individual

stock selection.

 

We also discussed currency in terms of how Spinnaker allocates its international

portfolios. Jessamyn has been thinking a lot about currency risk in Spinnaker’s

portfolios. We talked about some of her considerations in moving to and from currency-he

dged positions and whether the approach should be to try to actively time currency

hedges or think about this more from a strategic, long-run perspective, something I

advocate for quite often. 
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Listen to the entire “Behind the Markets” podcast series here.

Important Risks Related to this ArticleImportant Risks Related to this Article

Investments focused in Japan increase the impact of events and developments associated

with the region, which can adversely affect performance. 

Hedging can help returns when a foreign currency depreciates against the U.S. dollar,

but it can hurt when the foreign currency appreciates against the U.S. dollar.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONSDEFINITIONS

Negative Interest Rate Policy (NIRP)Negative Interest Rate Policy (NIRP)  : A monetary policy where by interest rates.

BullishBullish  : a position that benefits when asset prices rise.

ActiveActive  : Funds that attempt to outperform the market by selecting securities a portfolio

manager believe to be the best.

PassivePassive  : Indexes that take a rules-based approach with regular rebalancing schedules

that are not changed due to market conditions.

Currency hedgingCurrency hedging  : Strategies designed to mitigate the impact of currency performance

on investment returns.
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