
Review of q3 2015

in the third quarter equity markets fell, with the worst of the 
declines occuring in the emerging markets.  The catalyst 
was the continued slowdown in Chinese growth and the 
knock-on effect of this on commodity prices, which fell 
by 15% in aggregate over the quarter.  our exposure to 
Asian and emerging markets was small, as indeed was 
our exposure to commodities, so the impact on portfolios 
of these gyrations was small.  However, the turbulence 
in international markets unnerved the US Central Bank, 
the federal Reserve (“fed”), such that they decided not 
to raise interest rates in September.  Just three months 
earlier the fed had been leaning towards the first increase 
in rates for almost 10 years, so the change of heart had 
a positive impact on sovereign bond prices.  our bond 
holdings were positioned for a rise in rates, so did not 
participate fully in the rally.

Another feature of the quarter was evolving concern over 
the economic growth prospects in the US for the second 
half of this year.  The strength of the dollar, up 12% against 
the euro over the past year, has dampened US exports, 
affecting the manufacturing sector in particular.   Again, 
this was negative for equity markets but good for bonds.

•	 Slowdown in the Chinese economy and excess commodity output are shaking global markets.

•	 Rising consumer purchasing power and higher consumer spending should underpin growth in 2016.

•	 	UK interest rates should remain low for another 6 months, but bonds are vulnerable as US rates rise

•	 	Equity markets should benefit from an upturn in corporate earnings growth in 2016.

•	 Commercial property is showing early signs of losing steam but we remain overweight for now.

Prospect	Bonds	Give	Back	Gains
After a period of outperformance in the first half of this 
year, our bond holdings suffered both from being too 
defensive as government bonds rallied but also from 
weakness in two specific securities.  Premier oil gave 
back previous gains as the oil price fell from $59 to $47 
/ barrel over the quarter and the JP Morgan convertible 
bond fund fell in response to equity market weakness.  
we expect these moves will prove to be temporary as 
the oil price recovers  to its equilibrium level of around 
$65 / barrel and as equity markets rebound as fears of 
impending recession are seen to be exaggerated.  

UK	Equities	Outperform	Again
The UK equity market performed relatively well with 
a fall of just 6.1% over the quarter, despite the heavy 
weighting of energy and mining companies in the index.  
The UK economy was expected to be the fastest growing 
of the developed countries as higher real wage growth 
and falling energy costs put more money in consumers’ 
pockets and boosted consumer demand.  our UK equity 
portfolio outperformed the fTSe 100 for the fourth 
quarter in a row as a combination of our defensive stocks 
and growth companies was resilient.  Melrose, which has 
sold one of its subsidiaries and is cash rich, and Smith 
and Nephew, the health care company, proved to be 
defensive.  Taylor wimpey, the homebuilder, saw a 6% 
share price rise driven by demand for new homes lifted 
by government initiatives and house price rises.  overall, 
the portfolio outperformed the market by 1.6% over the 
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Prospect Wealth Management: Performance of Model Portfolios at 30 September 2015

Last 3 Months Last 12 Months

Model Portfolio Prospect Benchmark Prospect Benchmark Benchmark Name

% % % %

Low Volatility Portfolio 0.1 0.1 3.3 0.5 3 month LiBiD

Bond -3.2 2.2 -0.8 6.5 fTSe 5-15 / iBoXX

UK Equity -4.5 -6.1 6.8 -5.1 fTSe 100

UK Equity Funds -5.0 -6.1 -1.7 -5.1 fTSe 100

UK Alpha -6.6 -6.1 6.6 -5.1 fTSe 100

UK AIM 3.2 -1.8 n/a n/a fTSe AiM 100

International Equity -7.7 -6.1 -6.2 -1.3 fT All world ex-UK

Equity Alternatives -1.2 -5.7 -2.7 -4.8 Prospect Composite*

* iPD Property index, DJUBS Commodity index, HfRX Directional index

quarter and at the end of the quarter was an exceptional 
11.9% ahead of the market over the past 12 months.  

Currency	Helps	International	Equities
in the third quarter the US dollar, the euro and the yen 
all appreciated against sterling, mitigating some of the 
equity market declines in sterling terms.  The US stock 
market weakened by 6% as the strong currency knocked 
company earnings growth and expectations that interest 
rates would rise imminently also weighed on the market.  
Relative to other markets though, the US held up well, 
as robust consumer spending underpinned growth in the 
wider economy.  we were underweight in US equities 
because the market has looked expensive for some time.  

early in the quarter we moved overweight in european 
equities in the expectation that the ongoing quantitative 
easing by the european Cental Bank (“eCB”) would 
support company earnings both through an undervalued 
currency and by maintaining interest rates near 0%.  
Although the euro appreciated on this positive news, this 
additional investment came ahead of the the fall in global 
equities so our international portfolio underperformed 
modestly, as can be seen in the table below.  overall 
though, our fund selection performed broadly in line with 
the various international markets.

Japan, where we have little exposure despite the market 
looking relatively inexpensive, again performed poorly.  
The Abe structual reforms to the Japanese economy are 
not delivering the desired rebalancing of the economy 
and the slowdown in China is having a disproportionate 
effect on Japanese exports.  The good news from a UK 
investor’s perspective was that the yen appreciated by 
6%, offsetting at least part of the 13% fall in the stock 
market.

Alternatives	Mixed	Results
The UK commercial property index maintained a growth 
rate of 3.4% over the quarter, despite evidence of London 
property prices declining.  whilst London prices may have 
peaked, rents are still rising and prices in the regions 
outside London, where valuations are lower, continue 
to move up.  The Schroders Real estate Trust fell by 1% 
over the quarter but pays a 4% dividend and has some 
promising developments in the pipeline.  The other two 
funds, both focused on regional properties, rose by 3% 
each, providing the best returns of any asset class over the 
period and vindicating our overweight position.

Commodities fell by 15% over the quarter as energy 
and metals were hit by the slowdown in China and the 
devaluation of the renminbi. we have little exposure in 
direct commodity funds.
 
Hedge funds were not immune to the sudden fall in equity 
markets and the index was down -8%.  The Paulson  merger 
arbitrage fund was down -10% as US pharma stocks  fell 
on fears of political interference in drug pricing.  This was 
partially offset by a 1% rise in the invesco multi-asset fund.

The Low Volatility Portfolio produced a 0.1% return, 
below the target 1.0% return per quarter.  The short dated 
bonds produced a 0.7% return for the quarter as price 
declines in the floating rate notes partially offset the yield 
on the holdings of more than 5%.  The Standard Life multi-
asset class hedge fund and the MedicX property fund both 
produced negative returns though both have bounced 
back since the end of the quarter.  These negatives were 
offset by continued strong returns from the Alpha Real 
ground rents fund, which is benefitting from London 
residential property price rises and from the Prestige 
securitised loan fund, which continues to generate 1.5% 
per quarter. The broad mix of investments in the LvP is 
providing the desired stability of returns.

Source:Thomson Reuters
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Total Return Local Total Return Sterling

                  
30th Sep 

2015

3 mths to 
30th Sep 

2015          
%

12 mths to 
30th Sep  

2015 
%

3 mths to 
30th Sep 

2015 
%

12 mths to 
30th Sep 

2015 
%

Currency v Sterling Rate

US dollar 1.51 3.8 7.2 

euro 1.35 4.2 -5.2 

yen 181 6.1 -1.9 

Cash (3m) yield %

UK 0.57 0.1 0.5 0.1 0.5 

USA 0.49 0.1 0.2 3.9 7.4 

euro -0.12 0.0 0.1 4.2 -5.1 

Japan -0.27 0.0 -0.1 6.1 -2.0 

Gov’t Bonds 10yr yield %

UK 1.76 2.9 8.5 2.9 8.5 

USA 2.06 3.0 6.6 7.0 14.2 

Germany 0.59 1.9 4.4 6.2 -1.0 

Japan 0.35 1.2 2.3 7.4 0.3 

equities index

UK fTSe 100 -6.1 -5.1 -6.1 -5.1 

USA S&P Comp -6.3 -0.3 -2.7 6.9 

Germany DAX -11.0 4.8 -7.3 -0.6 

france CAC -6.2 4.1 -2.2 -1.2 

Spain SMSi -10.1 -9.0 -6.4 -13.7 

italy BCi Gen -4.4 5.0 -0.4 -0.5 

Japan Topix -13.0 8.2 -7.7 6.1 

Australia All ord -5.7 1.4 -10.8 -12.8 

Hong Kong Hang Seng -19.8 -5.4 -16.7 1.6 

Alternatives index

Property iPD 3.4 15.3 3.4 15.3 

Commodities DJ UBS -14.5 -26.0 -11.2 -20.7 

Hedge funds HfRX -8.4 -5.9 -4.9 0.8 

Source:	Reuters

Total Returns in Local Currency	 
and in Sterling Terms 

3 months and 12 months to 30th September 2015
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Economic	Forecasts	as	at	November	2015

MARKeT oUTLooK

Interest	Rates	&	Currencies
The global economy is still not firing on all cylinders.  
Although employment continues to rise in the US and 
UK, with favourable implications for wages and consumer 
spending, the emerging markets are still faltering. 
Chinese gross domestic product (“GDP”) growth has 
slowed to an estimated rate of just 3% annualised, a 
far cry from the officially stated 6.9%, as the economy 
corrects following the massive over-investment in heavy 
industry and construction in recent years.  The knock-
on effects are now rippling around the world.  Reduced 
demand for raw materials has caused a slump in metals 
prices and a contraction in many emerging economies, 
whilst cut-backs in the purchase of manufactured goods 
is hitting Japan and Germany in particular.  However, 
we think the worst of this slowdown may be past.  China 
has cut interest rates, which should encourage mortgage 
borrowing and the further rebalancing of the economy 
towards the consumer.  elsewhere, lower energy prices 
are starting to have a stimulative impact on demand, 
which is evident from an upturn in global trade, as can be 
seen in the chart above right.  

in the US, the emerging market slowdown has been 
reflected in weaker manufacturing output and a rise in 
inventories.  However, we expect these will be worked 
off over the next few months and in the meantime, 
unemployment has hit a new low for this cycle of just 
5.0% and wages are growing at 2.3% annualised.  Car 
sales  are up 14% on the year, at a new high for this cycle 
of 18 million annualised units, and house building remains 
strong.  The federal Reserve did not raise short term 
interest rates in September, contrary to expectations, but 
it now seems almost certain that they will raise rates by 
0.25% in December.  This event is so well anticipated that 
it is hard to imagine it will have much impact on markets. 
Nevertheless, the first interest rate rise for 10 years can 

Real GDP  
growth 

Unemployment 
rate

Inflation 
(CPI)

Budget 
% GDP

Central Bank 
rate

Current 
A/c % GDP

2015 2016 Latest    
%

2015 
%

Latest 
%

2015
%

2015 
%

Nominal 
%

Real 
%

2015 
%

US 2.5 2.5 5.0 5.3 0.2 0.2 -2.4 0.25 0.1 -2.5

UK 2.4 2.3 5.3 5.4 -0.1 0.1 -5.7 0.5 0.6 -4.5

eurozone 1.5 1.7 10.7 11.0 0.1 0.1 -2.6 0.05 -0.1 2.8

Japan 0.6 1.1 3.1 3.4 0.3 0.8 -5.0 0.07 -0.2 3.0

China 6.9 6.5 4.1 4.1 1.3 1.5 -1.8 5.1 3.8 2.7

Source: CPB World Trade Monitor

only increase speculation as to when the next rise will 
follow and we expect this to be a catalyst for US bond 
yields to edge higher.  we would also hope that a rate rise 
will send a message to industry that the fed is confident 
about the outlook for the economy and this will encourage 
a higher level of capital investment.  A potentially virtuous 
spiral of stronger consumer spending combined with 
rising capital expenditure means US  growth could reach 
3.0% next year.  The risk is that this favourable outlook 
leads to further strength in the US dollar, dampening 
company earnings.  However, the dollar is only 15% below 
its 20 year high on a trade-weighted basis and evidence of 
an acceleration in growth  elsewhere, such as in europe, 
should limit the upside for the dollar.

The UK economy has many of the same characteristics 
as the US.  employment hit a record high in August and 
wages, including bonuses, are now rising at 3.0% yoy.  
The fall in the oil price has acted like a tax cut and as 
a result, retail sales have been surging, up 6.5% yoy in 
September.  The Bank of england (“Boe”) has even said 
that there are signs productivity may be improving at 
long last, partly reflected in business surveys showing 
unexpectedly high manufacturing activity.  This increased 
activity is not reflected in higher inflation though. The 
latest data show consumer price inflation at -0.1% over 
the  last 12 months as falling commodity prices continue 

Global Trade Volumes Are Recovering
Source: Bloomberg, economist
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BONDS EQUITIES				
As at 30 Nov 
2015

Inflation 
(10 year)

10 yr bond yield 10 yr bond 
yield

Valuation Earnings 
growth

Volatility

Forecast Nominal Real 3m 
chg

12m 
chg

P/E 
2015

ERP* Div 
Yield

2015 2016

% % % % % % % % % % %

US  1.6 2.2 0.7 0.0 0.0 S&P 500 17.7 3.4 2.1 9.0 12.5 12.7

UK 1.6 1.8 0.2 0.0 -0.1 fTSe 100 15.9 4.5 4.1 6.1 14.4 12.7

Germany 1.3 0.6 -0.7 -0.1 -0.1 eURo Stoxx  16.0 5.7 3.1 8.4 11.6 15.9

Japan 1.4 0.3 -1.1 0.0 -0.1 Topix (Japan) 15.4 6.2 1.8 8.9 7.9 16.4

China (SHC) 18.2 2.4 1.8 10.6 14.3 22.6

Source:	Bloomberg,	Barclays	Capital														 																																			*	Equity	Risk	Premium	=	(earnings	/	price)	*	100	-	10yr	bond	yield	

Measures	of	Market	Valuation

The	inflation	forecast	is	the	average	of	the	past	5	years’	inflation.

rates and we expect bond yields to rise in response.  

our bond holdings remain defensively positioned in 
anticipation of rising yields (falling prices).  This is a 
longstanding strategy that reflects the fundamental lack 
of attraction of government bonds, which offer a real 
yield (ie. after inflation) less than the long run average, 
as is shown in the graph above.  whilst we will miss out 
on short term capital gains if bond yields do fall, we will 
protect the portfolio from losses as and when yields rise, 
which we see as inevitable given the prevailing economic 
outlook.  

in the meantime, our bond holdings are focused on 
corporate issues that offer an average yield to maturity of  
4.5%.  we have a combination of short dated fixed rate 
bonds together with securities with floating rate coupons 
where the return will benefit from any rise in short term 
interest rates, both in the US and the UK.

to drag inflation down.  with prices falling, it is unlikely 
the Boe will follow the example of the US fed and put up 
interest rates, at least for the next 6 months.  However, 
it would be wrong to be complacent about inflation as 
once commodity prices stop falling, and we expect that 
time is close, inflationary pressures will become apparent.  
Sterling has been weakening relative to the US dollar 
recently, reflecting the prospects of a widening in interest 
rate differentials, but the sterling / dollar exchange rate is 
close to equilibrium and we do not expect it to weaken 
much further. 

The euro remains undervalued versus sterling and the 
dollar as the european Central Bank (“eCB”) has made it 
clear it will do more quantitative easing (“qe”) to support 
the european economy via a weaker euro.  However, talk 
is cheaper than action.  Growth is already improving in 
europe, driven by rising employment and wages, and we 
do not expect the amount of actual monetary stimulus will 
be increased materially.  Ultimately a stronger economy 
will lead to a stronger euro, but that point may not happen 

before the latter half of next year.

UK	Bonds

The latest fall in inflation has again pushed 10 year 
government bond yields below 2.0%, helped by a fall in 
the oil price back to the lows of this cycle.  it is possible 
that the oil price could temporarily go lower (below $40 
/ barrel) and prompt a further fall in inflation and bond 
yields.  oil supply currently exceeds demand but this 
should change as global growth picks up and within a 
few months we expect supply and demand to be back 
in balance and the price of oil to rise above $50 a barrel 
again.  A rising oil price and above trend growth in the US 
and UK would be a catalyst for the Boe to raise interest 

UK Government Bonds Remain Expensive

Source: Valu Trac Research
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Source: HM Treasury

Global Company Earnings Trending Up

Source: Thomson Reuters DataStream

Global	Equities
equity markets in developed countries have been 
gradually making up the ground lost in the wake of the 
Chinese currency devaluation scare in August.  However, 
the environment feels fragile. falling commodity prices 
are creating volatility in the emerging markets and the 
large dollar, euro and yen currency shifts have impacted 
the outlook for company earnings.  for example, in the US, 
four mega-stocks (facebook, Amazon, Neflix and Google) 
have seen average share price rises of 60% this year and 
yet the S&P 500 index is only up 1%.  The average US 
stock thus has a negative return and has underperformed 
the market index.  Such lack of “breadth” has historically 
been a warning sign  that the market is near the top of 
the cycle.  in the UK, there has been a wide dispersion 
of returns with the housebuilding sector up 50% year to 
date whilst the mining stocks are down 50%.  overall, the 
UK market is at the same level it was at three years ago.  
war in Syria adds to an unsettling sense that coming up 
to seven years  into the recovery from the equity crash we 
may be poised for a more sustained downturn.

However, the underlying data present a more reassuring 
picture. Global company earnings, having been hit by 
slower growth in China, a stronger US dollar and weak 
commodity prices, have recently turned upwards, as the 
graph below shows.  we are now seeing the benefit of 
lower energy prices feeding through to the consumer 
and lower input prices encouraging manufacturers to 
invest.  The lack of progress in the US stock market this 
year has been a function of the market being overvalued 
on a cash flow yield of just 2.3% and company earnings 
falling.  At the end of the second quarter, US earnings 
were down 19% from the peak, largely because of the 
strength of the dollar.  This is why we have maintained 
an underweight position in US equities.  However, the 
trade weighted dollar may now stabilise and growth in 

consumer spending, housing and business investment 
should lead to a new stage of growth for US company 
earnings.  in addition, government spending, which has 
been a drag on growth as budgets have been cut, is 
poised to contribute to growth in 2016.  This may well be 
a catalyst for us to increase our US equity exposure, even 
though the stock market is still expensive. 

The UK stock market looks attractively valued partly 
because share prices of the large energy and mining 
stocks have fallen so far.  However, we expect company 
earnings to benefit from rising consumer spending and 
a bouyant housing market.  exporters will also benefit 
from the depreciation of sterling against the dollar, which 
partly offsets the strength of sterling relative to the euro.  
interest rates should remain low for a protracted period, 
even if the Boe does start to raise rates in the middle of 
next year, and this should give companies the confidence 
to increase levels of investment.  As in the US, government 
spending is increasing, as the chart above shows. A faster 
rate of forecast GDP growth now provides the latitude 
for government to spend more whilst at the same time 
cutting the budget deficit.  This too should underpin 
business confidence, especially in the defence industry, 
which has been boosted by the latest security threat and 
the start of a campaign against iSiS.  we currently have a 
neutral weight in UK equities given the fair valuation level 
and the prospects for an modest acceleration in company 
earnings growth.  

we are overweight in European equities, as the equity 
risk premium is more generous than in the UK.  Here, 
there is a potent mix of  low energy prices increasing 
consumer purchasing power and an undervalued currency 
boosting exports.  Real wages are rising by 2% pa and 
retail and car sales have now been on an upward trend for 
two and a half years.  Mario Draghi, the president of the 
eCB, has made it clear that he will use quantitative easing  

UK Government Expenditure Is Rising
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Source: Lombard Street Research

to the extent necessary to keep the euro undervalued, 
supporting european exporters and underpinning growth.    
The latest business surveys showed growth accelerating 
and underpin our expectations for improving corporate 
earnings in europe in 2016.

in Japan, the knock-on effect of the slowdown in China 
is that GDP growth is again stalling. This is manifest in 
rising inventories, wages falling at a 1% rate and retail 
sales showing only sluggish growth.  The structural 
reforms that were supposed to transform the Japanese 
economy have not materialised, indeed Prime Minister 

Abe has demonstrated that he is not prepared to tackle 
the problem of companies hoarding cash rather than 
investing or raising wages.  we have little exposure to 
Japanese equities as, although the market is fair value,  
the growth outlook is poor and we anticipate further 
yen weakness which would undermine returns in sterling 
terms.  

Chinese growth is now widely acknowledged to 
be around 3-4% rather than the 7% claimed by the 
government, as excessive government spending on 
construction is curtailed and exports are constrained by 
an overvalued renminbi.  interest rates have been cut to 
support growth and consumer spending is holding up 
as wage growth continues apace, enabling the transition 
to a more consumer orientated economy that is viable 
in the longer term.  we expect growth will stabilise at 
around the current level and be supported by a further 
devaluation of the renminbi as China seeks to boost its 
faltering exports.  However, now that the currency has 
been admitted to the international Monetary fund’s 
basket of major currencies, further depreciation of the 
renminbi is likely to be gradual as China wishes to be 
seen to be a globally responsible citizen.

UK	Stock	Comments
Cheap oil and slowing Chinese GDP growth have been 
significant factors in the weak performance of the fTSe 
100 in recent months. This was partly due to the large 
weighting that companies in the energy and mining sectors 
make up in the benchmark index, where share prices have 
fallen sharply.  This has left some basic material producers 
and energy companies looking  cheap on a valuation basis. 
we are monitoring mining companies, an area where we 
are currently slightly underweight, to identify where we 
might be able to invest and benefit from the effects of the 
wider consumer led global economic recovery.  
  
Although valuations have become more attractive in the 
last quarter for UK equities, there are conflicting signals in 
that equity price momentum is still falling. we would like 
to see momentum turn up before we consider increasing 
our UK equity position from neutral to overweight.

The negative trend in corporate cash flow growth reversed 
in the third quarter thanks to a weakening of sterling. 
This, coupled with a high level of consolidation and share 
buybacks, has lead us to seek opportunities where we feel 
future earnings growth is more secure. in this vein we have 
recently increased our exposure to larger cap defensive 
stocks by purchasing Shire Plc, a biopharmaceutical 
company, which has a predicted earnings growth of 9% 
for 2015 and 15% for 2016.

Amongst the best performing holdings in our model 
portfolio this year has been Taylor wimpey, which 
specialises in residential house building.  The company 
benefited from its regional diversification where the 
lower end of the property market is benefiting from high 
consumer confidence and government incentives. we 
expect this trend to continue into 2016 but will be looking 
to take profits on a part of this holding which has doubled 
in price since purchased in 2013.

  

Official Chinese Real GDP Growth Misleading 

UK Equity Price Change by Sector - Q3 2015

Source: Reuters
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Source: Bloomberg
Source: Investment Property Databank Ltd

ALTeRNATive iNveSTMeNTS

Commercial	Property
we have been expecting a slowdown in the rate of growth 
in commercial property returns following several years 
of rapid recovery from the crash in 2007/8.  There are 
some  signs that the pace of rises in capital values may be 
slowing now but this is being offset by increases in rental 
income, which has grown at 4.2% annualised so far this 
year.  This compares with just 0.6% rental growth in 2013.  
offices are leading the way, followed by industrial space, 
with retail properties lagging behind in response to the 
competitive challenges of on-line retailing.

we expect returns from property will be modest in 2016 
as initial yields in the regions outside London, where our 
investments are concentrated, are close to the long term 
average of around 6.0%.  An improving economic outlook, 
with no interest rate increases for at least 6 months, should 
underpin prices and allow for further increases in rents.  

our model portfolios still hold three property investments.  
The M&G fund focuses on prime properties in the regions, 
whilst the Threadneedle fund provides more exposure to 
secondary properties.  we also hold the Schroder Real 
estate investment trust, which provides a degree of 
leverage and also looks to boost returns through a modest 
amount of property development.  Property continues to 
offer a more attractive risk / return trade-off than equities 
or bonds, hence our overweighting in the sector.

Commodities
The oil price has recently hit a seven year low of $41 
/ barrel for Brent crude as oPeC has maintained oil 
production at a level some 1 million barrels per day above 
demand.  Their objective is to squeeze out higher cost 
producers in North America who need a price of around 
$65 / bl to be viable.  we expect the 1 million bls / day 
global surplus will return to balance in the second half of 
2016 as demand for oil grows with economic expansion. 
At this point the oil price should rise back to the marginal 
cost of production in the US.  in the meantime, oil could 
fall further though we would not expect it go below $40 
for a sustained period.

industrial metals are still on a downward trend as demand 
from China has yet to stabilise whilst production cutbacks 
take time to implement.  we expect that the supply 
/ demand equilibrium will be reached in 2016 and this 
could  provide the opportunity to add to the commodity 
exposure at levels that are now close to 15 year lows. 
Agricultural prices have flattened out and are likely to rise 
as the el Nino weather effect creates dry conditions in the 
Southern Hemisphere.

Hedge	Funds
The Paulson Merger Arbitrage fund should benefit from 
continued high levels of corporate action but at present is 
being held back by a high exposure to specific stocks in 
the pharmaceutical sector.  The invesco fund is designed 
to provide low volatility with a range of hedging strategies 
and has delivered more predictable returns.

Matthew Hunt
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Asset	Allocation	For	November	2015*
50%	Bond	/	43%	Equity	/	7%	Alternative	Model

*	This	table	shows	the	asset	allocation	agreed	to	be	applied	to	all	portfolios	for	the	current	quarter,	using	a	50/50	benchmark	
as	an	example.

Plough	Court,	37	Lombard	Street,		
London,	EC3V	9BQ

T:	+44	(0)20	7392	2800	

www.prospectwealth.co.uk

Important	Information
Issued	by	Prospect	Wealth	Management.	The	value	of	investments,	and	the	income	from	them,	
can	go	down	as	well	as	up,	and	you	may	not	recover	the	amount	of	your	original	investment.	
Past	 performance	 is	 not	 a	 reliable	 indicator	 of	 future	 results.	 Forecasts	 are	 not	 a	 reliable	
indicator	of	future	performance.	Where	an	investment	involves	exposure	to	a	foreign	currency,	
changes	in	rates	of	exchange	may	cause	the	value	of	the	investment,	and	the	income	from	it,	
to	go	up	or	down.	The	taxation	associated	with	a	security	depends	on	the	individual’s	personal	
circumstances	and	may	be	subject	to	change.

The	 information	 in	 this	 document	 is	 not	 intended	 as	 an	 offer	 or	 solicitation	 to	 buy	 or	 sell	
securities	 or	 any	 other	 investment	 or	 banking	 product,	 nor	 does	 it	 constitute	 a	 personal	
recommendation.	The	information	shown	is	believed	to	be	correct	but	cannot	be	guaranteed.	
Any	 opinion	 or	 forecast	 constitutes	 our	 judgment	 as	 at	 the	 date	 of	 issue	 and	 is	 subject	 to	
change	without	notice.	The	 research	and	analysis	 in	 this	document	have	been	procured,	and	
may	have	been	acted	upon,	by	Prospect	Wealth	Management	and	connected	companies	 for	
their	own	purposes,	 and	 the	 results	 are	being	made	available	 to	 you	on	 this	 understanding.	
Neither	Prospect	Wealth	Management	nor	any	connected	company	accepts	responsibility	for	
any	direct	or	indirect	or	consequential	loss	suffered	by	you	or	any	other	person	as	a	result	of	
your	acting,	or	deciding	not	to	act,	in	reliance	upon	such	research	and	analysis.

Prospect	Wealth	Management	(PWM)	is	a	trade	name	of	Raymond	James	Investment	Services	Ltd	
(Raymond	 James)	 utilised	 under	 exclusive	 licence.	 Raymond	 James	 is	 a	member	 of	 the	 London	
Stock	Exchange	and	is	authorised	and	regulated	by	the	Financial	Conduct	Authority.	Registered	in	
England	and	Wales,	number	3779657.	Registered	office	Broadwalk	House	5	Appold	Street	London	
EC2A	2AG.

Strategic Benchmark Q4 2015 
Tactical 
weights

Weighting 
vs Strategic  
Benchmark

Min Benchmark Max

% % % % %

Cash: 0 0 10 3 +3

Bonds: UK Government 0 25 60 0 -25

UK Corporate 0 25 60 40 +15

Total Bonds 40 50 60 40 -10

Equities: UK 20 30 40 30 0

US 0 7 16 5 -2

Europe (ex UK) 0 2 13 5 +3

Japan 0 1 12 1 0

Asia / Emerging 0 3 12 2 -1

Total Equities 33 43 53 44 +1

Alternatives: Property 0 3 13 9 +6

Commodities 0 2 12 1 -1

Hedge funds 0 2 12 4 +2

Total Alternatives 0 7 17 14 +7

Total 100 100 0

Source:	Prospect	Wealth	Management


