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returns of 3.1%. This came despite the 
return of political risks in the Eurozone, 
new Governments were formed in Italy 
and Spain and Germany’s Angela Merkel 
faced dissent from within her coalition 
over immigration policy. By the end of the 
quarter all three situations had calmed, 
though the policy direction of Italy’s 
new coalition and high levels of debt in 
Southern Europe remain a concern. The 
European Central Bank (ECB) announced 
that it would gradually phase out its 
stimulus programme by the end of the 
year but hinted that there would be no 
interest rate rises till the Summer of 2019 
giving business continued access to 
cheap money. 

Trade concerns and US dollar strength 
saw a fall in the MSCI Emerging Markets 
index, which ended June with losses 
of 2.5%. Chinese equities suffered the 
most, a reaction to Trump’s decision to 
impose 25% tariffs on around US$50bn 
of Chinese goods. Fear of a slowdown 
spread to other Asian markets and the 
pending Presidential election in Brazil also 
saw markets fall.

The UK’s FTSE All Share was the star 
performer of the quarter with total returns 
of 9.2%. This was partly due to investors 
returning to UK assets after the sharp 
decline in February. Amid signs of a 
slowing economy and falling inflation 
the Bank of England retreated from an 
expected interest rate rise in May, a 
decision that prompted further sterling 
depreciation. 

Sentiment around the UK domestic 
economy remained subdued amid 
stuttering progress in Brexit negotiations. 
As Prime Minister Theresa May struggled 
to maintain a united Cabinet, while several 
business and industry groups issued 
warnings over the impact of prolonged 
uncertainty on investment and hiring 
decisions. The UK stock market however 
does not reflect the UK economy, 

comprising global companies whose high 
proportion of overseas earnings provided 
currency gains. Many analysts now feel 
that UK equities, compared to other 
markets, represent a buying opportunity, 
particularly larger global companies,  
with worldwide operations and high  
non-sterling earnings.

ISA Reminder  
We are now in the 2018/19 tax year 
meaning you have an ISA allowance 
of £20,000. If you have scope to 
add more funds to your ISA and 
can afford to do so, we would 
recommend this course of action to 
you as it will enable you to hold more 
funds within the tax privileged ISA 
wrapper. Please contact your adviser 
if you are unsure whether you have 
the scope to add funds to your ISA or 
if you would like more information on 
making a contribution which can be 
funded by either cash or an existing 
investment funds holding.

Political noise  
dominates world equity 
markets but companies 
continue to offer  
investor opportunities.

After the difficult start to the year global 
equities recovered in the second quarter, 
though volatility remained elevated amid 
renewed geo-political risk and sharp 
currency swings. Though results varied 
across markets, the MSCI World Index 
registered total quarterly returns of 
3.6% as a favourable macroeconomic 
backdrop – particularly in the US – 
continued to support sentiment. 

The US S&P 500 posted returns of 3.3% 
in the second quarter as the world’s 
largest economy showed positive 
momentum in corporate earnings and 
labour market data. Unemployment 
reached an 18-year low of 3.8% in May, 
supporting wage growth and consumer 
confidence despite concerns over the 
impact of President Trump’s protectionist 
pivot. Strong economic performance 
prompted the Federal Reserve to increase 
interest rates to 2% in June. The move 
was widely anticipated by the market and 
US Treasury bonds hit a yield of 3%.

The Eurozone economy continued to 
expand in the first half of 2018, albeit at a 
slower pace. European equities followed 
a similar trajectory and the Euro STOXX 
index ended the second quarter with 

Q3Our investment 
committee 
carried out the 
quarterly review 
of our governed 
investment 
portfolios. 
The information 
that follows 
summarises their 
fi ndings and 
recommendations.

Quarterly 
Market  
Update
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Source: FE Analytics. Data as at July 2018.

Source: FE Analytics. Fund performance data is to July 2018.

Please be aware that past performance is not indicative of future performance. 
The price of units and the income from them may go down as well as up. You may not get back the amount invested.

Your Current  
Portfolio

Performance 
of the Portfolio 

We detail below an update of the Adventurous Portfolio performance since launch.The Adventurous Portfolio is designed for clients who seek exceptional capital returns over 
the long-term by investing in a range of UK and overseas equity and specialist equity funds. 
Capital and income is unlikely to be needed from these investments for the medium to  
long-term (15 – 20 years plus). 

The portfolio is surplus to immediate needs. These clients are willing to invest by backing 
long-term trends in markets, as well as short-term speculative investments and they  
would be prepared to take a position in the short-term to seek exceptionally high returns. 
Short-term volatility is expected in their funds and would be acceptable to those clients in 
pursuit of higher growth over the long-term.
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The portfolio has achieved annualised 
returns of 8.9%, 13.3% and 10.5% over 
1, 3 and 5 years respectively. The income 
yield is currently 1.5%.

Updates & Changes Risk Warnings

You should be aware that the 
recommended investments and the 
income from them may fall as well as rise. 
There is no guarantee that you will receive 
back the full amount you have invested. 

Past performance is based on average 
returns for the portfolio over the period 
stated. Each individual investment may 
perform differently depending upon the 
timing of investments and withdrawals 
made. Past performance includes the 
income reinvested and is after fund 
management fees have been deducted 
but before platform and review fees are 
accounted for. Past performance may not 
be indicative of future expected returns. 

Investments in property may experience 
periods of illiquidity when it will not be 
possible to buy or sell units in the fund. 
These restrictions are imposed by fund 
managers to protect the long-term value 
of the fund. During such periods of 
restricted access it may not be possible 
to cash in this part of the portfolio or only 
to do so after a penalty has been applied 
to the value. 

There is no guarantee that the 
recommended investment will provide 
greater returns than those would which 
have been obtained from the previously 
held funds.

Change

Following this review, the Investment 
Committee have decided that changes 
should be made to the portfolio in order 
to better align the portfolio with the longer 
term objectives, as set out earlier.

As a result, we are proposing to 
change the funds held as follows:

Buy / Replace

Fidelity Emerging Markets 100%

Sell

M&G Global  
Emerging Markets 100%
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Fund List Adventurous 
Portfolio 

Fund Percentage

Artemis Global Income 5.00%

Artemis UK Select 6.25%

Baillie Gifford Japanese 10.00%

Fidelity Emerging Markets 12.50%

First State Global Property Securities 5.00%

JPM US Select 10.00%

L&G US Index 10.00%

Sarasin Food & Agriculture Opportunities 5.00%

Schroder European Alpha Income 8.75%

Schroder Recovery 6.25%

Schroder UK Smaller Companies 5.00%

Stewart Investors Asia Pacific Leaders 7.50%

Threadneedle European Select 8.75%

100%

The proposed fund list for your portfolio(s) would be as follows:

Reasons for your  
Recommendations 

This will result in the overall portfolio OCF decreasing from 0.77% p.a. to 0.76% p.a.

There are no initial charges or switch fees applicable. 

*OCF or Ongoing Charge Figure is the annual % charge per fund.

Funds to be increased

Fidelity Emerging Markets has been 
run successfully by manager Nick Price 
since inception in March 2010. Since 
this time to the end of Q2 2018, the 
fund has returned an annualised 8.3%. 
This compares with a figure of 6.0% 
from the fund’s MSCI Emerging Markets 
benchmark, and 5.3% from the IA Global 
Emerging Markets sector average.

The manager seeks to invest in  
high-quality companies with strong 
market positions and sustainable 
competitive advantages. He believes that 
such firms are well-placed to reinvest their 
earnings to fund future growth. Investing 
in a company’s shares while they are 
trading at attractive valuations is another 
key facet of Mr Price’s method.

Funds to be decreased 
The M&G Global Emerging Markets 
fund has performed well over the long 
term but more recently its performance 
has weakened. The fund manager has 
announced that he is leaving at the end 
of the year. These two events could result 
in outflows from the fund later in the year, 
so to pre-empt this we recommend that 
the fund is sold and replaced by Fidelity 
Emerging Markets.
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In addition to the charges on the previous 
page, you pay LEBC Group 0.75% p.a. 
for the review and rebalancing of your 
portfolio and you pay Cofunds a tiered 
charge starting at 0.25% p.a. These 
charges are collected from your Cofunds 
cash account.

If you would like a reminder of how these 
charges work, please contact your 
LEBC Adviser.

In order to achieve this change in funds, 
your portfolio will be rebalanced to bring 
it in line with the recommended allocation 
for each fund.

As a result of this rebalance it is possible 
that a small number of units from funds 
that have grown well will also be sold 
to bring them back into line with our 
recommended weightings. A small 
amount of units may also be invested in 
funds which are currently underweight.

If the Governed Investment Portfolio is 
held within an ISA or Pension wrapper, 
there is no tax charge for selling the 
funds as this does not create a liability for 
Capital Gains Tax (CGT).

However, if the funds are held outside of 
an ISA or Pension wrapper then a CGT 
charge may arise if the realised gains 
exceed the relevant Annual Exempt 
Amount (AEA) in the current tax year 
(£11,700). If you are unclear on this you 
should contact your LEBC Adviser before 
instructing us to conclude the rebalancing 
of your portfolio.

Fees
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LEBC Group Ltd is authorised and regulated by the Financial 
Conduct Authority. Registered address: 1285 Century Way, 
Thorpe Park, Leeds, West Yorkshire LS15 8ZB. LEBC Group Ltd is 
entered on the Financial Services Register under reference 760755. 
Registered in England and Wales. Company number 03995199.

Tel 0800 055 6585
Lines are open Monday to Friday, 9am-5pm

enquiry@lebc-group.com

www.lebc-group.com
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