
The Master Portfolio Service for Clients of Intermediaries
Quarterly Fact Sheet (end March 2020) 

Defensive Portfolio
This portfolio is designed for clients where capital preservation and 
modest levels of risk taking are important. Asset classes such as 
Government Bonds, Investment Grade Corporate Bonds and cash 
will be very prominent in weighting terms. Exposure to ‘risk assets’ 
such as equities will be relatively small. Other asset classes, such 

as commercial property, hedge funds and infrastructure funds may 
be used to diversify and lower risk/volatility. Capital preservation 
and absolute returns are important but cannot be guaranteed. This 
approach might also be suitable for investors with shorter time horizons 
i.e. less than 5 years.

Market Commentary 31st March 2020
One element of support for the UK equity market in 
recent years has been its dividend yield, the highest 
amongst major markets. This support is now being 
eroded quickly as companies are forced to conserve 
cash, at least on a temporary basis. In aggregate we 
expect to see a reduction in dividend payments of 40% 
or more this year, although we emphasise that they will 
recover swiftly, even if not immediately to previous levels. 

The US is now the epicentre of the coronavirus 
pandemic, but the upper echelons of its stock market 
remain packed with companies that provide the sort of 
services that we utilise when in lockdown. In more normal 
times we would pay greater attention to the race for the 
White House in November, which now looks as though it 
will be a Biden vs Trump competition. 

Europe is one of the regions worst hit by the coronavirus, 
and this comes hard on the heels of last year’s US/China 
trade war disruption, meaning that Europe was hardly 
starting from a strong base of growth. The European 
Central Bank has, at least, promised to provide the 
necessary liquidity support (after some initial missteps), 
but government-led fiscal response remains piecemeal 
and nationally focused. 

Despite being the cradle of the COVID-19 outbreak, 
China has seen its stock market outperform both 
developed and other emerging markets by a large 
margin. Being first in, and potentially first out, of the 
crisis might well have been a benefit, alongside its harsh 
lockdown measures, which were observed more strictly 
than in the West. 

Once again, government bonds have proved their 
worth as “insurance” assets, providing positive returns 
during the quarter. However, we have pointed out for a 
while that with yields being so low, the only meaningful 
returns one can achieve are from capital gains, and that 
becomes ever harder as yields head towards zero. 

Where to head for higher returns? Inevitably that 
requires investors to take more risk. For those looking 
for an insurance policy that will pay out if equity markets 
fall owing to weak economic conditions, one would head 
further down the maturity curve where yields are higher. 
For substantially higher income, corporate bonds look 
more attractive, and following recent market moves, 
we now see value re-emerging in credit, where yield 
spreads have widened considerably owing to the risk of 
increased defaults. 

We would argue that the biggest structural risks to the 
market have peaked, given that forced sellers have 
exhausted much of their supply and also because 
governments and central banks have once again played 
the “whatever it takes” card. However, cyclical risks 
remain, and we need to see more evidence of a flattening 
of the curve of new COVID-19 cases as well as a clearer 
view of the damage to the economy and corporate 
profits before taking on more risk in portfolios. 

  Performance Figures up to 31/03/2020

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.
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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 51.0%

Equities 15.5%

 U.K. 5.0%

 International 10.5%

Property 9.0%

Hedge/Alternatives 18.0%

Cash 6.5%

Source: Investec Wealth & Investment March 2020 

Costs & Charges
AMC: 0.85% (Plus VAT) Estimated Cost of underlying holdings: 0.52%
Minimum Fee: £500 (Plus VAT) Estimated Portfolio Charge: 1.54% (inc. VAT on IWI fee)
Transaction costs: Nil Estimated Yield: 2.4% 
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Changes in the 1st Quarter

During the quarter, the UK equity exposure was reduced by 1.5% in favour of International equity and Alternative Assets. Insight Liquid ABS Fund was 
replaced with Oaktree Global High Yield Bond Fund whilst Baillie Gifford Global Alpha Fund was also replaced with Fundsmith Equity Fund.

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.

Portfolio Holdings

Fixed Interest

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

Overseas Fixed Interest
iShares Global Government Bond ETF
L&G High Income Trust 
Standard Life Short Dated Global Index Linked Bond Fund
Oaktree Global High Yield Bond Fund

Equities

UK Equities
Vanguard FTSE 100 ETF   
Threadneedle UK Equity Income Fund

International Equities
M&G Global Dividend Fund 
Fundsmith Equity 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
iShares Global Infrastructure ETF
Gold Bullion

Discrete Calendar Year Performance. Percentage change (total return) in sterling terms. Volatility of Portfolio Drawdown of Portfolio

2014 2015 2016 2017 2018 2019 3 Year 5 Year 3 Year 5 Year

Defensive Portfolio 5.8 0.0 6.3 0.9 -2.8 10.1

4.4 4.3 6.5 6.6
WMA Conservative 9.5 2.0 12.9 3.3 -2.3 12.9

IA Mixed 0-35% in shares 4.8 0.4 8.7 4.8 -3.4 8.7

Investec Benchmark – – – – -2.3 10.9

 Source: IWI and Financial Express Asset Risk Consultants March 2020


