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Defensive Strategy – June 2020 

Investment Commentary

The confidence that investors rediscovered during April’s equity market recovery continued through May despite a 

stream of negative company news, a rising Covid death toll and further evidence that the global economy will suffer the 

deepest recession in living memory. Financial markets are of the opinion that the worst of the virus-related disruption is 

already behind us in terms of overall economic activity, and there is some truth in this, as countries around the world 

relax lockdown restrictions. Sentiment has also been bolstered by the unprecedented scale of policy support offered by 

central banks, as well as levels of fiscal loosening that one might usually associate with wartime. The markets’ rally has 

consequently begun to broaden out to embrace more economically sensitive companies, as opposed to the initial recovery

which featured mainly “all weather” defensive companies and those that benefitted directly from the dislocation. Even 

so, there remains a myriad of uncertainties which have the potential to create future obstacles. Uppermost is the 

progression of the virus, with the threat of a “second wave” of infections not to be ignored. This could either be the result of 

increased social interaction, or driven by the (as yet unproven) seasonality of the virus. Investors continue to react positively

to any positive news relating to the development of a vaccine, although history suggests that a degree of caution should 

be exercised in terms of the timescale. The continued deterioration of relations between the US and China is another 

reason to hold back from assuming excess risk in portfolios, with the lack of progress in Brexit negotiations providing further

uncertainty for the UK. In the short term, though, there is increasing talk of negative bank base rates in the UK, a possibility no 

longer denied by the Governor of the Bank of England. Despite a lack of income, cash plays a valuable role in balanced 

portfolios as a risk dampener and provides useful firepower during periods of market stress such as was witnessed in March. 

Fund Manager Commentary

In the month, we have decided to make some slight alterations to our asset allocations within portfolios. Within fixed 

interest, we have reduced the exposure towards Global Government bonds and High Yield issues with the weighting 

being recycled into increasing our Investment Grade bond exposure as the risk/reward trade off looks favourable given 

yield spreads and our dollar denominated positions. Within equities, we have reduced our UK equities position as we 

felt there was an increasing chance that dividends would be cut and we have used the allocation to add to US equities 

as we believe the US economy is best placed for the “new world” (less globalisation, more technology), with favourable 

market composition. Within alternatives, we have shifted some of the weightings into more defensive funds that have 

less beta to overall equity and bond markets, in the hope of producing less volatile returns.
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Strategy Details

This is a discretionary managed IW&I Low risk Defensive portfolio, suitable for investors seeking a return, over a 

timeframe of at least three years, in the form of both income and capital appreciation. The mandate has a target 

volatility that is 30% of the UK equity market and is typically suitable for Retail Clients able to bear loss of their capital in 

order to achieve income/capital growth. The strategy may not be suitable for clients outside of this definition and advice 

must be sought before the service is distributed.

Your Fees

We offer one of the most competitive fees in the market:

IW&I annual management charge 0.20% + VAT (0.24%)

Current OCF of underlying 

investments* 
0.59%

Asset Allocation

Performance vs Benchmark

Defensive 

Strategy 

(Net)

CPI + 1% 

(Gross)

Bespoke 

Benchmark 

(Gross)

3 months 0.3% -0.1% -1.3%

1 year 2.8% 1.3% 2.4%

2 years 5.1% 4.4% 5.2%

3 years 7.4% 7.9% 6.5%

4 years 18.9% 12.1% 14.3%

5 years 19.4% 13.6% 18.9%

Since inception

(28/02/15)
20.9% 14.6% 20.0%

Past performance is not a guide to future performance

Source: Investec Wealth & Investment and Standard Life Hub 04/06/2020

In addition to the benchmarks listed, the Defensive Strategy 

can also be compared to the ARC GBP Cautious Private 

Client Index (PCI). Please refer to our latest ARC GBP PCI 

factsheet for more information.
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Performance Details

1 Allianz Gilt Yield 10.0%

2 Stan Life Inv Short Duration Global I-L 9.0%

3 Schroder Global Cities Real Estate 9.0% 

4 GBP Cash 6.0% 

5 Jupiter Strategic Bond 5.0%

6 Royal London Sterling Credit 5.0%

7 Fidelity MoneyBuilder Income 5.0%

8 L&G High Income Trust 5.0% 

9 Threadneedle UK 5.0% 

10 NB Uncorrelated Strategies 5.0%

Top 10 Holdings

BoA ML Gilt 5-15 Years Medium dated Gilts 15.0% 

BoA ML UK Inflation Linked Gilt 1-10 Years Inflation linked Gilts 10.0% 

BoA ML Sterling Corporate Index UK Corporate Bonds 30.0% 

MSCI UK Equity IMI UK Equities 7.5% 

MSCI ACWI World Index Ex UK International Equities 7.5% 

MSCI UK IMI Liquid Real Estate Property 10.0%

IWI Alternatives Composite Alternative Investments 15.0%

BoE Base Rate (-0.5%) Cash 5.0%

Bespoke Benchmark Asset Allocation

The benchmark for the portfolio reflects the strategic asset allocation (and long-term objective) of your investments. The 

benchmark for the Defensive Strategy is detailed below.  

Please Note

• The asset allocation and holdings are indicative and due to the timing of your investment may not fully reflect the 

constituents of your own portfolio. The composition of the portfolio may also vary due to the availability of 

investments across the different platforms. Please refer to your Adviser for full details.

• Indicative performance only, calculated net of management fees and fund costs. The reduced AMC and target OCF 

figures were only applied from 31/03/2020 onwards, therefore past performance is net of the higher charges 

incurred. Platform charges and Adviser fees should be taken into consideration.

• Past performance is intended as a guide only, calculated using strategies on a single platform and so may vary 

dependant on your chosen platforms.

• The Bespoke benchmark constituents and allocations were amended on 31/12/2017. The benchmark returns reflect 

these new allocations from 31/12/2017 only. Prior returns are based on the previous benchmark.

• The MiFID II cost is made up of the OCF plus transaction charges and incidental costs related to fund holdings.

If you would like further information please do not hesitate to contact your local Business Development 

Director or email MPSonPlatforms@investecwin.co.uk and we will be pleased to assist you.
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