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QUARTERLY PORTFOLIO REVIEW – JANUARY 2015 
 

 
 

“What no-one could have foreseen at the start of the 
year was the fall in oil prices and the potential impact 

this would have on the global economy......” 

_________________________________________ 
 
Welcome to the end of year Portfolio Review. 
 
In the last quarterly update the returns on the Portfolios ranged from 2.56% to 5.04% for the first nine 
months of the year. 
 
We indicated that we expected returns to be between 5 and 8% going forward, but with the political 
uncertainty that had dogged the markets throughout 2014 we were unsure how the end of year 
figures would play out.  
 
The end of October and November saw a strong rally and much was made in the press about the 
annual Santa Rally. In this update I will provide an update on what actually happened and our thoughts 
for 2015.  
 
We are more than happy to discuss any questions that you may have.  
 

George Ladds 
January 2015 
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PORTFOLIO OVERVIEW 

 
2014 has to be one of choppiest markets I have seen for some time. We saw periods where the market 
raced away, only for it to fade away the following month.  
 
As an example, in October the markets were down sharply, only for most of the losses to be regained 
in the last week of the month. In November we saw a strong rally but December reversed a lot of 
those gains.  
 
The FTSE was down 1.87% for the first nine months of 2014, at the end of 2014 it was down 2.26%. In 
2013 the FTSE was one of the strongest sectors, in 2014 it was one of the worst. On a positive note 
inflation dropped to 0.5% in December. 
 
With this background in mind the portfolios ended the year up between 4.30% and 8.81%. All the 
portfolios were slightly ahead of the benchmark for the year (with the exception of the Adventurous 
Portfolio which was slightly behind) and more importantly all delivered above inflation returns and 
outperformed the FTSE100 Index.  
 
As highlighted before investing is not about short termism but about returns over the long term. The 
portfolios are not immune to what is happening in the market and to deliver positive returns in this 
market is good news.  
 
Review of the final quarter performance 
 
We continue to highlight the ‘push me’ ‘pull me’ attitude of the markets.  
 
October was no different. To the end of September the Adventurous Portfolio was up 2.54%, by the 
15 October it was down 3.53% but by the end of October it was up 3.67%. November saw this rally 
continue and all indications were that this would continue into December.  
 
What no-one could have foreseen at the start of the year was the fall in oil prices and the potential 
impact this would have on the global economy. In the last market update we indicated that Russia 
needed oil to trade at $100 a barrel to keep its head above water. It is now trading close to $50 a 
barrel. 
 
The ever nervous markets did not respond well to the continued fall in oil. Although this is good news 
for the end consumer it is not good news for oil producers, which includes the UK. We have seen job 
losses in the UK and this will impact on the tax revenue. However, there are many frontier and 
emerging markets who are oil producers and this drop in price is making markets nervous about the 
state of the global economy.  
 
Mixed with this Greece has reared its head again and uncertainty remains over the election and the 
potential impact this could have on any European Recovery.  
 
The impact of this was that the so called Santa Rally fizzled out very quickly and although there was a 
small Rally towards the end of the month this did little to reverse the negative numbers. In fact 
December 2014 was the first negative month across the portfolios since they were established.  
 
Looking at the different sectors some of the strongest areas in 2013 were the weakest in 2014, this 
included the UK, Europe and Japan. Whereas some of the weakest in 2013 were some of the strongest 
in 2014 this included UK Gilts. Both Emerging Markets and Asia managed positive numbers but are 
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still behind other areas. The US for two years remains the top performing region and property came 
into the figures in 2014 as the second best area.    
 
With this backdrop the Adventurous Portfolios suffered the most because of its exposure to Emerging 
Europe (50% Russia), Frontier Markets and Natural Resources. However, with Natural Resources we 
are starting to see a slowdown in the supply chain and many predict that demand will start to outstrip 
supply and therefore there will be a reverse (we just don’t know when). Equally the funds we have in 
in Emerging Markets and Frontier Markets are well managed and we believe these remain good long-
term investment opportunities. When the bounce comes these funds should benefit the most.  
 
The more cautious portfolios have benefited from holding the Standard Life Global Absolute Return 
Strategy Fund which has cushioned investors from the more volatile equity holdings. Of course these 
will benefit from the bounce but they don’t have exposure to Emerging Europe, Frontier Markets and 
Natural Resources so the bounce will be less pronounced.  
 
In summary a tricky year to navigate through but we have been able to deliver returns above the FTSE 
100, above inflation and slightly above the benchmark (with the exception of the Adventurous 
Portfolio).  
 
Predictions for the 2015 
 
If 2014 has taught us anything it is perhaps not to predict what will happen in 2015!  
 
The start of January has been subdued with the hangover from the New Year falling into the markets 
as fear over the state of the global economy continues. This is in direct contrast to 2014 where the 
markets started in euphoria for this to quickly fade. The optimist in me sees this as a positive.  
 
We shouldn’t underestimate the challenges, oil prices continue to fall and there is no indication how 
low it will go. However, any rally in prices will be favourable to markets which have fallen sharply. 
Europe has dropped into deflation however this may trigger some form of QE which has to be positive 
for the markets.  
 
The elections in Greece may have some impact on the markets, as this may create uncertainty. In the 
UK we have our own elections and no-one really knows the outcome. What is likely is some form of 
coalition but with whom is the question. The market seems to fear a three party coalition with the 
SNP being the key player. The short term impact of this should not be underestimated.  
 
In Japan the re-election of Abe is good news and gives him time to implement his reform programme.  
 
With all of this there seems so much uncertainty but actually this could be positive as things plays out 
better than the market is thinking. We will be watching the first quarter carefully to see how this 
compares to the first quarter of 2014.  
 
Summary 
 
For some time we have expected more volatility and lower returns. 2014 confirmed that belief.  
 
Our aim remains to drive returns over the medium to long term of between 5 and 8% p.a. However, 
political uncertainty can produce curve balls. The first quarter should provide a good indicator for the 
year and we watch this with interest.  
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A summary of the performance is shown below. The performance shown does not reflect our fees and any charges for where the investments are held. The 
impact of these charges varies but is around 1% p.a.  

 
Summary of performance – 1 January 2009 – 31 December 2014 

 

 12 months 2 years 3 years 4 years 5 years Since launch 
 Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark 

Defensive 
 

6.50% 6.07% 14.15% 7.46% 26.73% 13.54% - - - - 21.91% 13.87% 

Cautious 
Income 
 

8.81% 7.96% 19.66% 11.31% 34.34% 18.80% 31.60% 18.51% 55.43% 34.40% 106.23% 47.44% 

Cautious 
Growth 
 

7.49% 7.34% 18.24% 11.49% 33.12% 19.69% 27.10% 18.86% 50.12% 34.94% 99.19% 49.08% 
 

Balanced 
 

6.71% 6.28% 21.53% 13.41% 38.99% 22.93% 27.47% 18.10% 52.01% 34.97% 103.95% 51.23% 

Mod 
Adventurous 
 

4.86% 4.84% 22.89% 13.87% 39.87% 23.79% 25.17% 16.12% 50.28% 32.97% 103.40% 52.67% 

Adventurous 
 

4.30% 4.56% 24.88% 16.21% 42.40% 27.05% 25.72% 16.13% 50.94% 32.9% 104.30% 52.70% 

 
Note: Please read special note to tables at the end of the tables. The launch date of the portfolios is 1 January 2009 with the exception of the Defensive 
Portfolio which is 30 June 2011. You should note that past performance is not a reliable indicator of future returns and the value of your investments can 
fall as well as rise.  
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Detailed breakdown of performance 
 
Defensive 
 

 
 2009 2010 2011 2012 2013 2014 Since launch 

Defensive N/A N/A N/A 11.06% 7.26% 6.50% 5.82% p.a. 

Benchmark N/A N/A N/A 6.30% -1.57% 6.07% 3.80% p.a. 

 

 01/01/2010 – 
31/12/2010 

01/01/2011 – 
31/12/2011 

01/01/2012 – 
31/12/2012 

01/01/2013 – 
31/12/2013 

01/01/2014 – 
31/12/2014 

Defensive N/A N/A 11.06% 7.26% 6.50% 

Benchmark N/A N/A 6.30% -1.57% 6.07% 

 
Note: Please read special note to tables at the end of the tables. The launch date of the Portfolio is 
30 June 2011, and performance is up to 31 December 2014. The Benchmark performance tracks the 
performance period of the portfolio. You should note that past performance is not a reliable 
indicator of future returns and the value of your investments can fall as well as rise. 
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Cautious Income  
 

 
 

 2009 2010 2011 2012 2013 2014 Since launch 

Cautious 
Income 

32.63% 18.16% -2.04% 12.30% 10.03% 8.81% 12.82% p.a. 

Benchmark 12.00% 14.18% -0.20% 7.23% 0.83% 7.96% 6.69% p.a.  

 

 01/01/2010 – 
31/12/2010 

01/01/2011 – 
31/12/2011 

01/01/2012 – 
31/12/2012 

01/01/2013 – 
31/12/2013 

01/01/2014 – 
31/12/2014 

Cautious 
Income 

18.16% -2.04% 12.30% 10.03% 8.81% 

Benchmark 14.18% -0.20% 7.23% 0.83% 7.96% 

 
Note: Please read special note to tables at the end of the tables. The launch date of the Portfolio is 1 
January 2009, and performance is up to 31 December 2014. The Benchmark performance tracks the 
performance period of the portfolio. You should note that past performance is not a reliable 
indicator of future returns and the value of your investments can fall as well as rise. 
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Cautious Growth  
 

 
 2009 2010 2011 2012 2013 2014 Since launch 

Cautious 
Growth 

32.63%  18.16% -4.52% 12.59% 10.06% 7.49% 12.17% p.a. 

Benchmark 12.00% 14.18% -0.66% 7.84% 1.74% 7.34% 6.89% p.a. 

 

 01/01/2010 – 
31/12/2010 

01/01/2011 – 
31/12/2011 

01/01/2012 – 
31/12/2012 

01/01/2013 – 
31/12/2013 

01/01/2014 – 
31/12/2014 

Cautious 
Growth 

18.16% -4.52% 12.59% 10.06% 7.49% 

Benchmark 14.18% -0.66% 7.84% 1.74% 7.34% 

 
Note: Please read special note to tables at the end of the tables. The launch date of the Portfolio is 1 
January 2009, and performance is up to 31 December 2014. The Benchmark performance tracks the 
performance period of the portfolio.  You should note that past performance is not a reliable 
indicator of future returns and the value of your investments can fall as well as rise. 
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Balanced Growth  
 

 
 2009 2010 2011 2012 2013 2014 Since launch 

Balanced 
Growth 

34.17% 19.30% -8.29% 14.38% 13.94% 6.71% 12.62% p.a. 

Benchmark 13.57% 14.95% -3.90% 8.67% 5.43% 6.28% 7.14% p.a. 

 

 01/01/2010 – 
31/12/2010 

01/01/2011 – 
31/12/2011 

01/01/2012 – 
31/12/2012 

01/01/2013 – 
31/12/2013 

01/01/2014 – 
31/12/2014 

Balanced 
Growth 

19.30% -8.29% 14.38% 13.94% 6.71% 

Benchmark 14.95% -3.90% 8.67% 5.43% 6.28% 

 
Note: Please read special note to tables at the end of the tables. The launch date of the Portfolio is 1 
January 2009, and performance is up to 31 December 2014. The Benchmark performance tracks the 
performance period of the portfolio.  You should note that past performance is not a reliable 
indicator of future returns and the value of your investments can fall as well as rise. 
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Moderately Adventurous Growth 
 

 
 

 2009 2010 2011 2012 2013 2014 Since launch 

Moderately 
Adventurous 
Growth 

35.34% 20.13% -10.51% 13.85% 17.25% 4.86% 12.57% p.a. 

Benchmark 16.35% 15.28% -6.17 8.89% 9.15% 4.84% 7.31% p.a. 

 

 01/01/2010 – 
31/12/2010 

01/01/2011 – 
31/12/2011 

01/01/2012 – 
31/12/2012 

01/01/2013 – 
31/12/2013 

01/01/2014 – 
31/12/2014 

Moderately 
Adventurous 
Growth 

20.13% -10.51% 13.85% 17.25% 4.86% 

Benchmark 15.28% -6.17 8.89% 9.15% 4.84% 

 
Note: Please read special note to tables at the end of the tables. The launch date of the Portfolio is 1 
January 2009, and performance is up to 31 December 2014. The Benchmark performance tracks the 
performance period of the portfolio.  You should note that past performance is not a reliable 
indicator of future returns and the value of your investments can fall as well as rise. 
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Adventurous Growth  
 

 
 

 2009 2010 2011 2012 2013 2014 Since launch 

Adventurous 
Growth 

35.34% 20.13% -11.59% 13.88% 19.75% 4.30% 12.65% p.a. 

Benchmark 16.35% 15.28% -8.37% 9.13% 12.24% 4.56% 7.31% p.a. 

 

 01/01/2010 – 
31/12/2010 

01/01/2011 – 
31/12/2011 

01/01/2012 – 
31/12/2012 

01/01/2013 – 
31/12/2013 

01/01/2014 – 
31/12/2014 

Adventurous 
Growth 

20.13% -11.59% 13.88% 19.75% 4.30% 

Benchmark 15.28% -8.37% 9.13% 12.24% 4.56% 

 
The launch date of the Portfolio is 1 January 2009, and performance is up to 31 December 2014. The 
Benchmark performance tracks the performance period of the portfolio. 
 
Special note to tables: You should note that past performance is not a reliable indicator of future 
returns and the value of your investments can fall as well as rise. The total return reflects performance 
without sales charges or the effects of taxation, but is adjusted to reflect all on-going fund expenses 
and assumes reinvestment of dividends and capital gains. If adjusted for sales charges and the effects 
of taxation, the performance quoted would be reduced.  
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Additional notes 

The key measure for us is to outperform a fund that tracks an index over a medium to long term 
period. Within each sector we will have funds that perform differently. We have set a benchmark 
which accurately and fairly reflects what we are aiming to do. The benchmark is tradable and therefore 
can be invested in.  The benchmarks we have used are: 
 
Fixed Interest      iShares Global Inflation Linked Govt Bond 
       iShares J.P.Morgan $ Emerging Mkts Bond 
       iShares Emerging Markets Local Govt Bond 
       db x-trackers II Sterling Cash 1D 
Property      iShares Developed Markets Property Yld  
UK       iShares UK Dividend 
       Lyxor ETF FTSE All Share 
Europe       iShares MSCI Europe Ex UK  
US       iShares MSCI North America 
Japan       DB X-Trackers MSCI Japan ETF 
Asia       iShares MSCI AC Far East Ex Japan 
Emerging Markets     iShares MSCI Emerging Markets (Acc) 
       SPDR® S&P Emerging Europe ETF 
Global       DB X-Trackers FTSE All World Ex UK 
Specialist       ETFS All Commodities 
       ETFS Agriculture 
       iShares Global Infrastructure 
       Lyxor ETF MSCI World Health Care 
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