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QUARTERLY PORTFOLIO REVIEW – OCTOBER 2019 
 

 

 
"Understanding that investing is a long-term journey will ensure we don’t get tripped up by short-

term setbacks.”  
______________________________________________________________________________________________________________ 

 
In an age where technology is challenging old business models, we are aware that our industry is one 
that could, over the next few years, come under increasing pressure. The drive to use analytical models 
to remove the need for advice and select funds, is real.  
 
We see this within the investment industry as fewer and fewer fund managers beat the index they are 
performing against. The closure of the Woodford Fund highlights the challenges facing investors (and 
this includes ourselves) when researching investment options.  
 
In terms of what we are aiming to achieve it is a very simple strategy; we want to deliver potential 
returns between 5% to 8% after fees depending on the level of risk/volatility someone is happy with. 
It is no more complicated than that.  
 
We do set benchmarks because we feel that over a ten-year period you should comfortably beat them; 
however, if we don’t, but achieve those returns without taking on undue risk then we will have still 
succeeded in our fundamental goal.  
 
The process of achieving this is more complicated and has been built up over many years. We spend 
a great deal of time meeting investment managers, and analysing funds. Over a 12-month period we 
can analyse over 100 funds and we have now built a library of data.  
 
Within the portfolios we want to pick the best funds. By that, we don’t necessarily mean they are the 
number one fund. We look at whether they are true to their aims, we consider the ethos of the firm 
and we look at consistency of performance. From here we can build our portfolios.  
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As we built the portfolios for 2019/2020 much of the work focused on downside “protection”. This 
doesn’t mean we stop the portfolios going down it just means that if we can produce a cushion that 
reduces downside, then that is crucial particularly in the lower risk portfolios.  
 
Traditional investment talks about a split between bonds (debt) and equities. Our approach was to 
take the proportion which was traditionally called debt and spread that across different asset classes 
which includes bonds, structured products, infrastructure, property (REITs) and target return 
strategies. The purpose of this was to understand that assets behave differently at different points in 
time but blended together we should be able to capture the best mix. 
 
So, how has this played out? 
 
In the first six months of this year, equities pushed forward strongly as they looked to recover the 
losses from 2018. However, in the last 3 months equities have faltered. We are still sitting at returns 
of between 12.75% and 13.42% (gross of charges) this year but the adventurous portfolios have 
started to slow.  
 
If we look at the performance of the adventurous portfolios over 3 and 5 years, and since launch, they 
have significantly outperformed the lower risk portfolios. However over 12 months the Cautious 
Portfolio has returned over 5%, Balanced is up 1.30% and the Adventurous Portfolios are slightly 
negative. Over two years the top performing portfolio is the Cautious Portfolio.  
 
This reflects a more volatile period where the downside cushion has really benefited the Cautious 
Portfolio, and as you go up the risk scale there is less of cushion and this volatility has hit the short-
term performance. We saw this in 2014 and 2015, and then as markets improved in 2016 and 2017 
the reverse happened.  
 
When we get some resolution on Brexit, and China/US Trade then we think we could see the same 
situation. So, the Cautious Portfolio will not capture all the upside but that is the trade-off with having 
the downside cushion. 
 
In this update we will touch on this a little further but the two takeaways from this; firstly the portfolios 
are performing as we would expect in this type of market, and secondly we continue to believe in our 
long-term strategy and this will always be our focus because short term noise comes and goes.  
 
 
 

George Ladds 
October 2019  
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PORTFOLIO OVERVIEW 

 
Bitesize introduction  
 
We have just completed the rebalance and are three months into the new portfolio year. We are 
looking at the portfolios for 2020/2021. The work this time around will focus on the equity part of the 
portfolio. We are looking at whether we are capturing the long-term growth stories which includes 
emerging markets, Asia, China and then sector specific would be technology and biotechnology.  
 
We will share our thoughts as we work through this process but as always most of the fund manager 
meeting notes will be on the website so please do take a look.  
 
In terms of 5-year performance figures the Adventurous Portfolio has returned over 12% p.a., 
Balanced just over 10% p.a. and Cautious just over 8% p.a. This reflects volatility in 2015, 2016 and 
2018. The numbers therefore remain strong. Even over 2 years the returns are about 4.5% p.a. across 
the portfolios.  
 
Over 12 months we are aware that some clients will have seen negative returns but there will be short-
term setbacks and we are playing the long game. It is at these moments that we want to see the 
Cautious Portfolio behave in the way that it has, but if there is just a sense of positive news then we 
could see the Adventurous Portfolio start to make up the lost ground.  
 
We would also stress that our target potential returns over ten-years are more reflective of the future 
and we do expect returns to slow moving forward.  
 
Third quarter 
 
Since 1 July 2019, 36% of the funds have outperformed the benchmark. Since 1 January it has dropped 
from 61% to 55% and over three years from 83% to 72%.  
 
In the short term the areas which have been hit the hardest are UK Smaller Companies, US Smaller 
Companies, Europe (including Smaller Companies!), Japan and Global. Quickly we can see that many 
of these strategies are in the higher risk portfolios so the downturn in performance will naturally hit 
these. Over three years some of the weaker funds include Alquity Asia, BlackRock Frontier and 
Schroder European Alpha Income Fund, all of which sit in the higher risk funds.  
 
It is also worth adding that in the last quarter some of the biggest falls are within the funds held in the 
higher risk portfolios. To expand further, in the Cautious Portfolio, the Diversified Assets produced a 
return of 1.72%, and even Emerging, Frontier and Asia delivered a slightly positive return. The only 
negative areas for the Cautious Portfolio were Global and Europe. If we look at the Adventurous 
Portfolio the Diversified Assets produced a positive return of 0.34%, UK, Emerging, Frontiers & Asia, 
Europe and Global were all negative.  
 
In summary, having negative returns is disappointing but as demonstrated in a volatile and uncertain 
market we are seeing the portfolios behave as we would expect.  
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Fourth quarter  
 
The start of October has seen some of the biggest single days falls since 2016 as concerns around the 
global economy come to the surface. Some of the key things to watch for are some resolve on Brexit, 
an election in the UK and then globally is trade and the continued tensions in the Middle East. There 
are many different factors at play but anything positive could see a strong quarter. But if things just 
get worse then we could see the returns dip.  
 
Summary   
 
In summary, 2019 started friendly for investors. The last quarter has been harder to navigate, and the 
fourth quarter has not started well. But this is a long game and we are seeing the portfolios behave as 
we would expect. 
 
Going back to where we started, which is that our goal is simple, if we can achieve potential returns 
of between 5% and 8% after charges over a ten-year period then fundamentally, we have achieved 
our goal. We do have a benchmark and we should beat it over this time but there are many different 
factors for holding an active fund vs an index fund and therefore if we don’t, but we achieve those 
potential returns then we believe the process has worked.  
 
 
Note: 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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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 – 30 September 2019 

 

 
 

 
 
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, and Ethical Portfolio 1 August 2014. 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.  
 

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

Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark Portfolio Benchmark

Cautious 5.19% 5.73% 10.30% 8.97% 21.26% 14.88% 39.76% 28.33% 42.56% 30.56% 174.42% 99.23%

Balanced 1.30% 4.66% 9.98% 10.00% 27.15% 20.17% 49.77% 39.28% 54.33% 33.99% 205.55% 110.36%

Mod Adventurous -0.48% 3.49% 9.46% 11.46% 29.72% 23.99% 58.66% 40.39% 58.00% 39.56% 215.55% 127.08%

Adventurous -0.95% 4.16% 9.43% 11.91% 31.73% 26.25% 63.51% 40.39% 62.04% 46.71% 225.56% 130.00%

Ethical 5.30% 5.30% 13.91% 10.42% 30.58% 22.28% 56.77% 38.08% 62.36% 33.68% 66.25% 32.72%

Performance up to 30 September 2019
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Detailed breakdown of performance 
 
Cautious Portfolio 
 

 
 2014 2015 2016 2017 2018 2019 Since launch 

Cautious 
Portfolio 

7.46% 3.37% 12.36% 11.81% -5.88% 12.75% 9.85% p.a. 

Benchmark 8.06% 1.29% 9.33% 7.77% -4.16% 10.11% 6.44% p.a. 

 

 1 Year to 
30/09/15 

1 Year to 
30/09/16 

1 Year to 
30/09/17 

1 Year to 
30/09/18 

1 Year to 
30/09/19 

Cautious 
Portfolio 

1.93% 15.25% 9.94% 4.86% 5.19% 

Benchmark 1.74% 11.71% 5.43% 3.07% 5.73% 

 
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 30 September 2019. 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 Portfolio  
 

 
 

 2014 2015 2016 2017 2018 2019 Since launch 

Balanced 
Portfolio 

6.69% 6.17% 13.72% 18.24% -6.99% 12.76% 10.96% p.a. 

Benchmark 6.91% 1.01% 13.31% 10.28% -5.69% 12.64% 7.17% p.a. 

 

 1 Year to 
30/09/15 

1 Year to 
30/09/16 

1 Year to 
30/09/17 

1 Year to 
30/09/18 

1 Year to 
30/09/19 

Balanced 
Portfolio 

3.04% 17.79% 15.61% 8.57% 1.30% 

Benchmark -0.66% 13.13% 9.09% 5.43% 4.66% 

 
Note: Please read special note to tables at the end of tables. The launch date of the is 1 January 
2009, and performance is up to 30 September 2019. 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 Portfolio 
 

 
 2014 2015 2016 2017 2018 2019 Since launch 

Moderately 
Adventurous 
Portfolio 

4.84% 4.60% 18.05% 20.16% -7.75% 13.30% 11.29% p.a. 

Benchmark 5.47% -0.38% 17.97% 11.70% -5.83% 13.94% 7.93% p.a. 

 

 1 Year to 
30/09/15 

1 Year to 
30/09/16 

1 Year to 
30/09/17 

1 Year to 
30/09/18 

1 Year to 
30/09/19 

Moderately 
Adventurous 
Portfolio 

-0.41% 22.31% 18.51% 9.57% -0.48% 

Benchmark -2.46% 18.66% 10.46% 6.56% 3.49% 

 
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 30 September 2019. 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 Portfolio 
 

 
 2014 2015 2016 2017 2018 2019 Since launch 

Adventurous 
Portfolio 

4.28% 4.65% 19.64% 21.89% -7.99% 13.42% 11.61% p.a. 

Benchmark 4.83% -0.73% 20.01% 12.85% -5.99% 14.28% 8.06% p.a. 

 

 1 Year to 
30/09/15 

1 Year to 
30/09/16 

1 Year to 
30/09/17 

1 Year to 
30/09/18 

1 Year to 
30/09/19 

Adventurous 
Portfolio 

-0.90% 24.13% 20.38% 10.48% -0.95% 

Benchmark -3.44% 20.34% 12.82% 7.43% 4.16% 

 
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 30 September 2019. 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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Ethical Portfolio 
 

 
 2014 2015 2016 2017 2018 2019 Since launch 

Ethical 
Portfolio 

N/A 6.63% 15.51% 15.73% -5.30% 15.92% 10.35% p.a. 

Benchmark N/A 0.01% 13.27% 10.52% -7.46% 15.03% 5.63% p.a. 

 

 1 Year to 
30/09/15 

1 Year to 
30/09/16 

1 Year to 
30/09/17 

1 Year to 
30/09/18 

1 Year to 
30/09/19 

Ethical 
Portfolio 

3.57% 20.05% 14.63% 8.18% 5.30% 

Benchmark -3.19% 12.92% 10.74% 4.87% 5.30% 

 
 
The launch date of the Portfolio is 1 August 2014, and performance is up to 30 September 2019. 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: 
 
Diversifying Assets     Vanguard Global Bond Index Fund  
UK       Vanguard FTSE All Share Fund 
Europe       iShares MSCI Europe Ex UK  
US       iShares MSCI North America 
Japan       DB X-Trackers MSCI Japan ETF 
Global       iShares MSCI World Dist  
Asia       iShares MSCI AC Far East Ex Japan 
Emerging Markets     iShares MSCI Emerging Markets (Acc) 
       iShares MSCI Frontier 100 
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