
Review of q4 2015

The fourth quarter saw a degree of stability return to 
equity markets after the turmoil in August and September 
caused by the devaluation of the Chinese currency.  fears 
that a large Chinese devaluation would precipitate a 
global recession proved to be exaggerated as the fall in 
the yuan against the US dollar was limited to 3%. The 
manufacturing sector in the US did continue to be weak, 
in part due to the appreciation in the dollar, but this was 
more than offset by strength in the much larger consumer 
sector.  Rising employment and wages meant that 
consumer spending grew at a healthy 3.5% and corporate 
earnings showed an increase quarter over quarter for the 
first time in a year.  As a result, the federal Reserve, the 
US central bank, raised interest rates by 0.25%  to 0.5% 
in December, the first rise in US interest rates for almost 
10 years.  

The result was that bond yields in the US and the UK rose  
(i.e. prices fell) in anticipation of higher inflation in due 
course and equity markets generally rose on improved 
confidence that US economic growth was well established.  
Markets remained unsettled though, by uncertainty over  

•	 A further small devaluation in the Chinese currency has triggered a global equity selloff.

•	 We believe the rebalancing of the Chinese economy is a net positive for the global economy.

•	 	Central banks will respond to recent turmoil by pouring more stimulus on the troubled waters.

•	 	Oil supply will eventually be curtailed whilst demand is growing, leading to price recovery in 2016.

•	 Equity markets have overreacted to fears of US recession and the UK stock market is now cheap.

the outlook for growth in China, which had a knock-on 
effect on commodity prices.  The price of copper, for 
example, fell by 9% over the quarter.  oil prices fell by 
20% over the same time, but here the problem was more 
an excess of supply rather than a shortfall in demand.  
Saudi Arabia continued its strategy of producing close to 
its maximum capacity to drive the oil price down to levels 
that make the US oil fracking industry uneconomic.  

Bonds	Positioned	For	Rate	Rise
The bond portfolio was positioned to outperform in an 
environment of economic expansion and rising bond 
yields.  This was precisely the situation in the fourth 
quarter of last year and the portfolio performed as 
expected, with the exception of one bond, the Premier 
oil 5% 2020.  As the oil price fell to $38 at the end of 
the quarter, the bond fell to a price of £50 and dragged 
the overall performance of the bond portfolio below that 
of the benchmark.  A recent management update from 
the company has highlighted Premier’s strengths and we 
expect that with a rise in the oil price later in 2016 we will 
see the Premier bond price recover from the distressed 
levels it is currently trading at.  in the meantime the 
company is paying the 5% coupon on the bond and is 
restructuing its assets to better cope with low oil prices.  

UK	Equities	12	Month	Outperformance
our UK equity porfolio produced a total return for the 
quarter of 2.4%, 1.3% behind the benchmark for q4, 
but 5.9% ahead for the full year 2015.  Positive news on 
the economy was reflected in strong returns from some 
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Prospect Wealth Management: Performance of Model Portfolios at 31 December 2015

Last 3 Months Last 12 Months

Model Portfolio Prospect Benchmark Prospect Benchmark Benchmark Name

% % % % Total Returns

Low Volatility Portfolio 0.9 0.2 3.2 0.6 3 month LiBiD

Bond -3.4 -0.1 -4.4 1.2 fTSe 5-15 / iBoXX

UK Equity 2.4 3.7 4.6 -1.3 fTSe 100

UK Equity Funds 6.0 3.7 4.8 -1.3 fTSe 100

UK Alpha 3.1 3.7 4.8 -1.3 fTSe 100

UK AIM -2.0 2.3 9.2* 4.1* fTSe AiM All Share

International Equity 7.6 8.4 -1.0 4.4 fT All world ex-UK

Equity Alternatives 0.7 -3.3 0.3 -5.9 Prospect Composite*

* iPD Property index, DJUBS Commodity index, HfRX Directional index
* UK AiM portfolio inception q1 2015

of the stocks that are sensitive to the economic cycle, 
with electrocomponents, for example, outperforming the 
market by 30% over the quarter.  wPP, the advertising 
agency, also performed well.  The retail sector, which we 
had expected to outperform given the rising real wages 
of consumers, produced patchy results.  our holding of 
Debenhams underperformed by 10% as investors were 
concerned that they may be falling behind in their “on 
line” sales capability.  Such fears have been shown to be 
unfounded with strong Christmas sales and the shares 
have already rebounded in the current quarter.  with 
the property cycle beginning to look extended, we 
sold half our Land Securities holding, realising an 84% 
outperformance since purchase.  The weakest part of the 
market in the fourth quarter was the mining sector, which 
suffered from weak commodity prices, but our holdings 
there are small so the overall impact on the portfolio was 
limited.

International	Equities	Outperform	UK
international markets produced a return of 8% for the 
quarter, with the developed markets producing positive 
returns whilst emerging markets were dragged down by 
the slowdown in China and weakness in commodities.  we 
have very little exposure to emerging markets so this had 
little impact on the portfolio.  Currency added to returns 
as both the US dollar and the yen appreciated by 2% 
against sterling, whilst the euro was little changed over 
the quarter.  we took the view that europe offered the 
most attractive return potential given that the economic 
cycle was less advanced than in the US or UK and  the 
european Central Bank (“eCB”) had a highly stimulative 
monetary policy.  we were thus overweight in european 
equities, which produced a 7% return for the quarter, 
lagging the US and Japan by a small margin on account 
of the lack of currency gains.  of the international funds 
we hold, there were no outstanding returns (either good 
or bad) to remark on.

Alternatives	Outperform
The UK commercial property index showed signs of the 
slowdown that we have anticipated, with growth over the 
quarter of 2.9%, down from the 3.4% seen in the previous 
quarter.  Stretched valuations in London and reduced 
interest from international investors meant capital values 
showed little increase, though gains still came from rental 
increases.  we maintained a high exposure to property 
throughout the quarter and each of the three property 
funds produced positive returns of more than 2%.  we 
maintained our focus on regional properties, where we 
continue to see the most attractive return potential.

Commodities fell by 11% over the quarter as metals were 
hit by the slowdown in China, oil prices fell due to excess 
supply and agriculture was affected by el Nino weather 
patterns. we have little exposure in direct commodity 
funds.
 
The Hedge fund investments produced a 0% return with 
both the Paulson merger arbitrage and the invesco global 
multi-asset funds showing little return over the quarter, 
though both outperformed the benchmark by 4%.

The Low Volatility Portfolio produced a 0.9% return, close 
to the target 1.0% per quarter.  The short dated bonds 
produced a steady 1.1% return for the quarter despite 
weakness in the Tesco bond.  of the two multi-asset class 
funds, Standard Life produced a positive return and Aviva 
was negative. The MedicX property fund  produced an 
outstanding 11% return, more than recouping previous 
losses.  The Alpha Real ground rents fund, which is 
benefitting from London residential property price rises, 
and the Prestige securitised loan fund continued to deliver 
steady, positive returns. The broad mix of investments in 
the LvP is providing the desired stability of returns despite 
volatility in the wider markets.

Source:Thomson Reuters



3

Total Return Local Total Return Sterling

                  
31st Dec 

2015

3 mths to 
31st Dec 

2015          
%

12 mths to 
31st Dec 

2015  
%

3 mths to 
31st Dec 

2015 
%

12 mths to 
31st Dec 

2015 
%

Currency v Sterling Rate

US dollar 1.47 2.6 5.7 

euro 1.36 -0.3 -5.1 

yen 177 2.2 5.1 

Cash (3m) yield %

UK 0.61 0.1 0.5 0.1 0.5 

USA 0.71 0.1 0.1 2.8 5.8 

euro -0.20 0.0 0.1 -0.3 -5.1 

Japan -0.05 -0.1 0.0 2.2 5.1 

Gov’t Bonds 10yr yield %

UK 1.96 -1.3 -0.1 -1.3 -0.1 

USA 2.28 -1.4 1.3 1.2 7.0 

Germany 0.57 0.4 0.3 0.1 -4.9 

Japan 0.27 0.9 0.9 3.2 6.1 

equities index

UK fTSe 100 3.7 -1.3 3.7 -1.3 

USA S&P Comp 7.1 1.6 10.0 7.4 

Germany DAX 8.0 8.4 7.7 2.8 

france CAC 5.0 11.9 4.7 6.2 

Spain SMSi 1.5 -0.8 1.3 -5.9 

italy BCi Gen -1.1 12.3 -1.4 6.5 

Japan Topix 7.5 9.0 9.9 14.6 

Australia All ord 7.3 5.1 14.2 -1.1 

Hong Kong Hang Seng 6.2 -3.6 9.0 1.9 

Alternatives index

Property iPD 2.9 13.6 2.9 13.6 

Commodities DJ UBS -10.5 -24.7 -8.2 -20.4 

Hedge funds HfRX -3.5 -9.2 -1.0 -4.0 

Source:	Reuters

Total Returns in Local Currency	 
and in Sterling Terms 

3 months and 12 months to 31st December 2015
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Economic	Forecasts	as	at	January	2016

MARKeT oUTLooK

Interest	Rates	&	Currencies
equity, commodity and corporate bond markets have 
fallen sharply since the start of the year, in an unexpected 
response to a further devaluation in the Chinese currency 
(the yuan) against the US dollar and a fall in the price of 
oil.  Markets fear that slowing growth in China will lead to 
a major devaluation in the yuan as China seeks to bolster 
growth through exports at the expense of the rest of the 
world.  At the same time, the partial lifting of sanctions on 
iran has raised the prospect of an even larger oil surplus 
and oil prices falling to $20 /bl or less.  This would further 
damage the economies of the emerging market energy 
producers such as Russia, as well as force further cutbacks 
in capital expenditure at western energy companies.  The 
perception is these elements may combine to cause a 
significant slowdown in global growth at a time when debt 
ratios remain elevated and the central banks are perceived 
to have limited scope to provide further stimulus.  in this 
worst case scenario, all risk markets could be subject to 
more turmoil.

our view is that the economic events that are unfolding, 
far from pressaging recession and defaults, point instead 
to a much needed rebalancing of the global economy 
that should prolong growth.  China is in the process of 
shifting from wasteful infrastructure investment to a more 
productive consumer orientated economy.  This is already 
happening through rising wages and falling prices.  The 
chart above right shows that although the yuan has fallen 
against the dollar, on a trade weighted basis its value is 
little changed.  So, not only is it misleading to suggest 
China is exporting their slowdown around the world, it is 
actually helpful for China to devalue modestly to boost 
exports and so smooth the transition to a consumer led 
economy.  So far the yuan has fallen by 6% against the 
dollar but to this we need to add the 5% rate of decline 
in Chinese prices.  The yuan has thus  devalued by 11% 

Real GDP  
growth 

Unemployment 
rate

Inflation 
(CPI)

Budget 
% GDP

Central Bank 
rate

Current 
A/c % GDP

2016 2017 Latest    
%

2016  
%

Latest 
%

2016
%

2015 
%

Nominal 
%

Real 
%

2015 
%

US 2.5 2.4 5.0 4.6 0.5 1.4 -2.4 0.5 0.0 -2.5

UK 2.3 2.2 5.2 5.2 0.2 1.3 -4.1 0.5 0.3 -4.5

eurozone 1.7 1.7 10.7 10.0 0.2 1.0 -2.1 0.05 -0.15 3.0

Japan 1.1 0.7 3.3 3.2 0.3 0.8 -6.0 0.07 -0.23 3.1

China 6.5 6.3 4.1 4.1 1.5 1.7 -2.5 5.1 3.8 2.8

Source: Datastream

against the dollar and the need for further depreciation 
is most likely limited.    Similarly, the capital exodus from 
China, currently running at around $100bn per month, 
when viewed in a global context, is a positive.  it means 
that surplus savings in China are being recycled into more 
productive investments in other parts of the world.  

Concerns of a global slowdown have been exacerbated 
by weakness in US manufacturing, often seen as a 
precursor to recession.   This results from the slowdown 
in China combined with a strong dollar, which have 
reduced exports, and  the fall in commodity prices, which 
have hit mining investment.  However, manufactuing 
accounts for less than one third of the US economy and 
the consumer sector (the balance) continues to grow 
strongly, at a rate of 3.5% currently.  This reflects rising 
real incomes as employment is growing, wages are rising 
and the fall in the oil price puts more money in consumers’ 
pockets.  The strength of the economy was reflected in 
the federal Reserve raising interest rates in December, 
and expectations were that rates would be nudged up by 
0.25% each quarter this year.  Now, with the fragility of 
markets and worries over manufacturing output, it may 
well be that the next rate rise is postponed until June.  
This should take some of the upward pressure off the 
dollar, which in any case is significantly overvalued against 
the euro and the yen.  The chart overleaf shows that the 

Chinese Yuan Remains Overvalued
Source: Bloomberg, economist
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BONDS EQUITIES				
As at 31 Dec 
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

2016 2017

% % % % % % % % % % %

US  1.6 2.2 0.7 0.2 0.1 S&P 500 17.4 3.5 2.1 8.6 12.6 16.3

UK 1.6 1.9 0.3 0.2 0.2 fTSe 100 14.9 4.8 4.4 14.8 13.0 19.4

Germany 1.3 0.6 -0.7 0.1 0.1 eURo Stoxx  14.0 6.6 3.6 12.1 12.2 23.5

Japan 1.4 0.3 -1.1 -0.1 -0.1 Topix (Japan) 14.6 6.6 1.9 8.9 8.0 18.2

China (SHC) 17.4 2.9 2.2 13.7 - 32.9

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.

rate coupons and corporate credits that offer higher yields  
are an appropriate strategy and this is how our bond 
portfolio is structured.  

This strategy is vulnerable, however, to any renewed 
downturn in inflation or any threat of recession, where 
the risks of coporate credit increase.  in addition, price 
movements in the corporate bond markets are more 
volatile now as new regulations introduced in the aftermath 
of the financial crisis have discouraged banks from dealing 
in bond markets. Thus, our ability to buy and sell at short 
notice is much diminished.  The result is that in times of 
market turbulence, as we have just seen, corporate bonds 
underperform government securities.  This has recently 
occurred with our holdings, particularly as the fall in the 
price of oil has again set back the time when the overall 
level of inflation starts to rise. 

in due course, supply and demand equilibrium will return 
to the oil market, most likely by the middle of this year, 
and we will see the oil price move up.  At this point we are 
likely to have stronger wage growth combining with higher 
oil prices to create renewed inflation expectations.  At this 
point the value of our strategy will become apparent.

dollar is currently 14% overvalued against the euro and 
given that we expect european growth to accelerate faster 
than that of the US this year, the euro should appreciate 
against the dollar.

The UK, with its consumer orientated economy, should 
similarly benefit from rising consumer spending power.  
However, as wage growth has slowed to just 2% and 
inflation will be restrained by the fall in the price of oil, 
the Bank of england (“Boe”) has already indicated that 
it is pushing back the date of the first rate rise.  This is 
not now expected until the fourth quarter of this year at 
the earliest.  This, together with a deteriorating current 
account deficit, which is now approaching 5% of gross 
domestic product (“GDP”), has caused sterling to weaken 
back to its inflation adjusted equilibrium exchange rate 
against the dollar of around $1.43.  it would not be 
surprising to see sterling weaken further, as the debate 
over the european referendum hots up.  Clearly, this is the 
wild card for sterling this year.

european interest rates should be stable given an 
improving growth climate, but Mario Draghi, President of 
the european Central Bank (“eCB”), said recently “there 
are no limits to our action” to support the economy. The 
central banks are willing and able to intervene and this has 
already had a calming effect on markets.

UK	Bonds

our strategy for some time has been based on the 
assumption that improving global growth would lead 
to rising inflation, higher interest rates and higher bond 
yields.  At the end of last year we saw what appeared 
to be the start of this process with the rise in US interest 
rates.  in this environment, short dated bonds, floating 

US Dollar 14% Overvalued vs Euro

Source: Valu Trac Research
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Source: Baker Hughes, EIA

Manufacturing and Service Sectors Diverging

Source: Thomson Reuters DataStream

Global	Equities
equity markets have recently been impacted by concerns 
that economic weakness in China will cause a recession in 
the US, with negative consequences for all equity markets.  
in addition, the fall in the oil price adds to the risks to 
the US economy as capital expenditure on energy and 
mineral extraction is cut back.  However, both of these 
factors affect manufacturing to a greater extent than they 
do the far larger service sector.  The chart below, shows 
that according to the most recent US business surveys, 
manufacturing activity has indeed slowed and fallen 
below 50, indicating contraction rather than expansion.  
By contrast, the much larger non-manufacturing sector, 
despite having slowed from a peak, remains firmly in 
positive territory.  it is the US service sector that continues 
to drive the global economy.

we believe that overall US growth this year will be similar 
to 2015, at around a 2.5% growth rate, as strength in the 
service sector compensates for weakness in manufacturing.  
Consumer confidence is currently at a high for this cycle, 
as higher wages and lower oil prices raise consumers’ 
purchasing power. House building is on a rising trend, 
but the rate of new building is still only at half the peak 
level seen at the last cycle, so has further room to expand.  
Low, albeit rising, interest rates and money supply growth 
of 5%, provide ample financial support for the housing 
market.  with this powerful range of positive factors, we 
think it is unlikely that the US will slip into recession this 
year.

we also expect the oil price to show some recovery this 
year as supply and demand move back into equilibrium.  
The chart above shows the number of oil rigs drilling at 
the present time and the relationship to the amount of 

oil produced.  The number of rigs has fallen precipitously 
and within 12 months we would expect this to start to 
be reflected in the level of oil output.  on this basis, US 
oil production may soon be expected to shrink and bring 
modest upward pressure to bear on the oil price.  Not 
enough to destabilise consumer demand, but enough to 
encourage renewed capital spending.  

in Europe, manufacturing is being helped by continued  
quantitative easing that has created negative short term 
interest rates and a competitive exchange rate for the 
euro versus the US dollar.  europe, having struggled 
with debt problems and high unemployment outside of 
Germany, is now poised to see stronger growth.  exports 
are accelerating due to the weak euro and the consumer 
is benefiting from rising wages, low energy prices and low 
interest rates.  what’s more, europe has little drag from 
the negatives of a low oil price in the form of reduced 
capital expenditure in a small energy sector.  Politics in 
europe may create uncertainty for markets if the refugee 
crisis threatens the leadership of Angela Merkel, but we 
think this is unlikely as there are no obvious candidates 
to replace europe’s longest serving and most respected 
national leader.  we are overweight in european equities, 
even though the stock market is not cheap on the basis 
of its cash flow yield, because of the improving growth 
outlook.  we would expect to see currency gains over the 
next six months from the euro as well.

in the UK, it is less easy to be sanguine about the political 
outlook in view of the upcoming vote on Brexit. it would 
not be surprising to see additional volatility in the stock 
market arising from this, though we expect that voters 
will decide the security of being part of the european 
club will outweigh the fears of less control and increased 
immigration.  european leaders are only too well aware 
of the additional populist pressures posed by the 
immigration issue and for this reason are likely to make 

US Oil Rig Reduction Pressages Fall in Oil Output
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Source: Valu-Trac

more, rather than fewer concessions to David Cameron to 
help him make a persuasive “in” case.  Brexit fears may 
nevertheless explain the attractive valuation of the UK 
market following the sell-off in the first two weeks of 2016.  
As the chart below shows, UK equities are now back to 
values last seen in August 2009.  However, we expect the 
economy to grow this year at a rate of 2.2%, supported 
by strong consumer demand as purchasing power rises 
from  real wage growth and low energy costs.  exports, 
meanwhile, should benefit from a more competitive 
exchange rate and faster growth in our largest trading 
partner, europe.  for this reason we are overweight in UK 

equities.

in Japan, the growth outlook remains weak at around 
1% for this year as “Abenomics” (Prime Minister Abe’s 
economic reforms) are still not delivering higher wages 
nor redressing the imbalances in the Japanese economy.  
Ultimately, higher inflation is likely to make Japan’s debt 
mountain unaffordable, but for now exports to China 
are improving and providing more time to implement 
structural reforms to shift the cash surpluses away from 
corporations and towards paying down debt through 
higher taxation.  So far, the strategy has not worked and 
we retain an underweight exposure to Japanese equities.

China is implementing an economic rebalancing as we 
discussed above and our expectation is that the currency 
devaluation already implemented, together with lower 
interest rates should underpin a modest pickup in growth 
this year, both from stronger exports and from continued 
expansion of consumer demand.  Tax cuts on small cars 
are an example of how China’s fiscal policy is spurring 
consumer spending rather than investing in wasteful 
infrastructure projects.  At present we have very little 
exposure to the Pacific basin and emerging markets, 
but valuations are starting to look attractive and we are 
looking for the right opportunity to add to these regions.

UK	Stock	Comments
our stock selection strategy is based on the assumption 
that the UK economy still has room for expansion based 
on strong consumer demand that will in due course drive 
corporate investment, in particular in construction and 
housebuilding.  we are therefore focused on undervalued 
stocks that will benefit from the cyclical upturn, tempered 
by some with more predictable cash flows that should 
weather economic volatility better, such as pharmaceutical 
and telecoms stocks.

over the last quarter, a measure of confidence returned 
to the stock market with improving levels of employment 
and an upturn in corporate earnings.  As a result, cyclical 
stocks performed strongly.  BT benefited from consumer 
spending in the media field and also outperformed by 
10%.  Although consumers now have money to spend, 
retailers are finding their margins are being squeezed by 
the rising minimum wage and disruptive technologies 
such as the rise in on-line retailing.  

Real estate investment trusts, which has performed 
strongly since 2010, started to lose momentum as 
Chinese and Russian investment demand started to falter.  
we therefore sold half our holding of Land Securities after 
which the stock underperformed by 9%.  Property still has 
its attractions but the scope for excess gains are much 
diminished now. we maintain our holdings in the mining 
and energy sectors as they now look too cheap to sell.  At 
some point we expect to add to this area, but will need 
to see a turn around in momentum before committing 
further investment. 

  

UK Stock Market Valuation Now Attractive

UK Equity Price Change by Sector - Q4 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.  This is now 
happening with the 3 month moving average of price 
change in the iPD property index slowing from 1.5% at 
the end of 2014 to 1.0% currently.  Property valuations 
in London have reached extremes and although rents are 
rising, even in the struggling retail sector, prices are no 
longer moving up.

outside London, where valuations are not as stretched 
and rents are just beginning to rise, there is more scope 
for capital appreciation and yields are a more generous 
6.0%.  This is where we have focused our investment.  
we expect that returns will average around 6% in 2016, 
around half the rate seen last year, as valuations become 
less attractive and some overseas investors withdraw from 
the market.  However, property remains attractive relative 
to government bonds, especially as gilt yields have 
recently declined, making the property risk premium look 
more attractive.  Given our forecast for higher bond yields 
in due course, we expect our next step will be to realise 
profits on a part of our property exposure.

our model portfolios still hold three property investments.  
The M&G fund focuses on prime regional 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 new property developments.  

Commodities
over the last two years commodities in aggregate have 
fallen by 40% and are now at levels only seen at times 
of economic recession in the 1980’s and 90’s.  in fact 
the price of oil is now at the same price, after adjusting 
for inflation, as it was in the 1920’s.  This is a reflection 
of an excess of supply rather than a collapse in demand 
as oPeC has pumped more oil than is required and 
the mining companies similarly have developed more 
capacity than was needed.  in both cases the objective 
was to drive out competition through lower prices.  Now 
we are seeing mine capacity being closed and oil drilling 
being curtailed as the market undergoes a process to 
restore equilibrium.  

with global economic growth forecast to expand at 3.4% 
this year, demand for commodities should catch up to 
supply. The selloff has been exacerbated by speculative 
selling and it is likely that once we see supply and demand 
coming back into balance, which we expect at some 
point this year, there is considerable upside potential in 
commodities.  A change in the direction of momentum 
will be key to identifying this turning point.
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Hedge	Funds
The Paulson Merger Arbitrage fund should benefit 
from continued high levels of corporate activity and 
has provided stable returns in the recent market 
turmoil.  The invesco fund is designed to provide 
low volatility with a range of hedging strategies and 
also has delivered more predictable returns.

Matthew Hunt



Asset	Allocation	For	January	2016*
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	
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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 Q1 2016 
Tactical 
weights

Weighting 
vs Strategic  
Benchmark

Min Benchmark Max

% % % % %

Cash: 0 0 10 1 +1

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 32 +2

US 0 7 17 5 -2

Europe (ex UK) 0 3 13 5 +2

Japan 0 2 12 1 0

Asia / Emerging 0 2 12 2 0

Total Equities 33 43 53 45 +2

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


