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Cautious Portfolio
This portfolio is designed with a degree of emphasis 
on capital preservation (though this cannot be wholly 
guaranteed). Typically, the portfolio has a decent 
proportion of its assets in government and investment 
grade corporate bonds to reduce levels of volatility. 
Other asset classes, such as equities, commercial 
property and hedge funds (the latter two might well 
be less prominent) are used when appropriate to 
diversify risk and volatility (which is expected to be 
lower than average).

Market Commentary 30th Sept 2019
Following years of austerity and an almost total 
reliance on central banks, we are seeing a definite 
shift in favour of fiscal stimulus, with governments 
being urged to take advantage of low bond yields to 
increase deficits to spend. The prospective dividend 
yield of the UK stock market is again approaching 5% 
which is an extraordinary premium relative to a 10-year 
bond yield of 0.5%. There is little doubt, though, that 
international portfolio investors, who now account for 
more than half of the ownership of British companies, 
have labelled the UK as “too difficult”, owing to the 
political background. 

Perhaps the most notable US event recently has 
been something that didn’t happen, namely the failed 
Initial Public Offering (IPO) of WeWork. Taken together 
with the post-IPO price declines experienced by 
ride-sharing companies Uber and Lyft, it shows that 
investors are beginning to lose patience with loss-
making companies. More positively, already-listed tech 
companies are generally in strong financial shape. 

The euro zone’s Unemployment rate, now at 7.4%, 
and down from over 12% in 2013, is just a whisker 
away from the low of 7.3% it hit in 2007. And yet there 
remains a pervasive air of pessimism. Much of the 
woe stems from Germany, which would appear to be 
in recession, which is partly down to the weakness 
of global trade. Negative interest rates also weigh 
on the profitability of the financial sector. Any sign 
of a US/China trade deal and/or a general recovery 
in economic growth would be highly beneficial to 
European markets. 

Citizens of Japan have had much to celebrate at 
the Rugby World Cup so far, but might not be so 
enthralled with the 2% increase in Value Added Tax 
that kicks in at the beginning of October. Previous 
such increases have pushed the economy back into 
recession, but this one is at least accompanied by 
generous offsets in other parts of the fiscal structure. 

Trade war fears and a persistently strong US dollar 
have conspired to create an unfavourable investment 
background for EM equities. It is relatively encouraging 
that Argentina’s latest bout of political turbulence has 
not been especially contagious. Indeed, Indian Prime 
Minister Modi’s slashing of the corporate tax rate from 
30% to 22% was always well received. 

Bond yields plummeted again during the summer in 
response to trade war escalation, which only served 
to exacerbate fears that we are in a period of “secular 
stagnation”. Central bank action to loosen monetary 
policy was also a strong tailwind. 

Although the timeless truths of investing in companies 
and bonds never change, the circumstances in which 
we invest are constantly evolving. Indeed, one could 
observe that the current circumstances, which include 
unprecedented levels of global debt and historically 
low interest rates, have never been experienced 
before. Thus, to some degree, politicians and central 
bankers, as well as investors, are having to make up 
new rules of engagement. Bearing this in mind, we 
are constantly refining our process and our evaluation 
of the risk inherent in all asset classes when making 
asset allocation decisions.

 Performance Figures up to 30/09/2019

The MPS performance figures are calculated from the average return of all portfolios from intermediary clients only, 
on a total return basis, net of all IW&I’s charges.
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Please remember that past performance is not a reliable guide to the future and that previous periods of 
favourable performance will not necessarily be repeated in the future.

 Asset Allocation

Fixed Interest 37.5%
Equities 40.5%
 U.K. 16.0%
 Europe 2.0%
 U.S. 10.0%
 Japan 3.0%
 Far East 3.0%
 Emerging 2.0%
 International 4.5%
Property 7.0%
Hedge/Alternatives 15.0%
Cash 0.0%

Source: Investec Wealth & Investment September 2019

Costs & Charges

AMC: 0.85% (Plus VAT) Estimated Cost of underlying holdings: 0.62%

Minimum Fee: £500 (Plus VAT) Estimated Portfolio Charge: 1.64% (inc. VAT on IWI fee)

Transaction costs: Nil  Estimated Yield: 2.3% 
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Discrete Calendar Year Performance. Percentage change (total return) in sterling terms.                                 Volatility of Portfolio        Drawdown of Portfolio

2014 2015 2016 2017 2018 3 Year 5 Year 3 Year 5 Year

Cautious Portfolio 5.5 2.1 8.0 5.2 -3.7

4.3 4.7 5.0 5.2
WMA Conservative 9.5 2.0 12.9 7.3 -3.4

IA 20-60% in shares 4.9 1.2 10.4 7.2 -5.1

Investec Benchmark – – – – -3.4

 Source: IWI and Financial Express Asset Risk Consultants September 2019

Portfolio Holdings

Fixed Interest

UK Fixed Interest
Allianz Gilt Yield Fund
iShares 0-5yrs Gilt ETF
Fidelity Strategic Bond Fund
Royal London Sterling Credit Bond Fund

Overseas Fixed Interest
BNY Mellon Newton International Bond Fund
L&G High Income Trust
Standard Life Short Dated Global Index Linked Bond Fund
Insight Liquid ABS Fund

Equities

UK Equities
Vanguard FTSE 100 ETF   
Threadneedle UK Equity Income Fund

Japanese Equities
Schroder Tokyo Fund

Far East Equities
Schroder Asian Alpha Plus Fund

International Equities
Baillie Gifford Global Alpha Fund

European Equities
Henderson European Selected Opportunities Fund

US Equities
JP Morgan US Equity Income Fund
Vanguard S&P 500 ETF
Emerging Markets
Hermes Global Emerging Markets Fund

Commercial Property Alternative Assets

UK/International
UK Commercial Property IT   
iShares Target UK Real Estate 
Schroder Global Cities Fund

NB Uncorrelated Strategies Fund
Protean Elder Capital SP Fund
Hicl Infrastructure IT
Gold Bullion Secs 0% Nts

Changes in the 3rd Quarter

No changes were made to either the portfolio asset allocation or underlying holdings this quarter.

Important Information
This factsheet has been prepared for information purposes only and does not constitute advice or a personal recommendation.

The MPS performance figures are calculated from the average return of all portfolios from private clients only, on a total return basis, net of all 
IW&I’s charges. You should remember that the value of investments and the income from them can fall as well as rise. Please remember that 
past performance is not a reliable guide to the future and that previous periods of favourable performance will not necessarily be repeated 
in the future. We would also refer you, particularly, to the Risk Statement set out in the main Master Portfolio Service brochure. Before 
proceeding to invest on the basis of this factsheet, you should obtain specific advice on the suitability of the investment in the light of your 
personal circumstances. The benchmark figures are supplied by Exshare and are on a total return basis. The IA performance numbers are the 
Investment Association sector averages as provided by FE Analytics. If you would like further information on the new benchmarks, please refer 
to our ‘Managing Your Investments brochure’ which has previously been issued to you, or contact your local investment manager.

The composition of the portfolio may not be a true reflection of the benchmarks, which are provided for comparison purposes only.

The data used to calculate the performance figures consists of all of our discretionary managed clients with a portfolio value greater than 
£250,000 and where there are no embargoed stocks. Both the ARC PCI and the IW&I PCI are calculated on a simple average basis. Classification 
of portfolios is carried out by ARC using historic risk relative to the risk of global equities. ARC’s risk categories may not match the risk and 
return objectives of all underlying portfolios. All data is net of fees. Average performance data will not necessarily reflect the returns achieved 
by individual portfolios. The information on which the document is based is deemed to be reliable, but we have not independently verified 
such information and we do not guarantee its accuracy or completeness. The cumulative ARC figures are finalised to the end of the previous 
quarter, and are an estimate thereafter.


