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China experienced an 8.6% fall in its 
equity markets over the quarter. The 
strength of the US dollar and trade 
tariffs halted growth and so far domestic 
demand has not stepped up, evidenced 
by the purchasing managers’ index 
showing no growth. While US China 
trade has been important to the Chinese 
economy historically, an analysis of 
Chinese trade shows that only 25% of its 
exports are dependent on US trade. 

Populist political ascendancy saw new 
Governments in Sweden and Italy, with 
the latter reversing fiscal policy and 
proposing to increase borrowing from 
an already high base. This worried bond 
markets and as Italy cannot manage its 
indebtedness by devaluing its currency, 
is likely to be an ongoing concern. 
The EU made progress in persuading 
President Trump to sign up to a free trade 
agreement but the US may still impose 
tariffs on European cars, which could put 
further strain on the Eurozone average 
unemployment rate, twice that of the 
UK and US, at 8%. On a positive note, 
inflation increased to 2% and fears of a 
deflationary spiral, as European Central 
Bank support for the Euro economy 
withdraws, appear to have receded. 

Russia has benefitted from rising oil 
prices, while Mexico won a significant 
trade deal with the US. South Africa, 
Argentina and Turkey all face political and 
economic challenges which are holding 
back growth. 

Outflows from UK equities have continued 
over the year, as overseas investors 
have withdrawn funds amidst Brexit 
uncertainty. We believe that this sell-off 
means that there are buying opportunities 
in the UK market. 

A no deal or poor deal scenario is likely to 
further weaken sterling against all other 
major currencies. This gives investors in 
FTSE 100 larger companies an income 
boost, as over 70% of dividends payable 

are derived from overseas earnings. A 
weak sterling increases the value of those 
earnings for sterling based investors. 

A good deal is likely to benefit the 
domestic economy and those smaller 
companies which have been sold off are 
now offering discounts, based on their 
historic earnings. These could produce a 
“Brexit bounce” if negotiations produce 
a workable deal. Our portfolios contain 
funds which back both a good and a poor 
deal, giving investors the opportunity to 
make gains over the long term, regardless 
of the immediate outcome.

Despite some short-term 
volatility, equity
markets have continued 
to post positive returns 
over the quarter.

Political uncertainty has continued to 
dominate market sentiment, particularly 
in the UK, where the ongoing Brexit 
negotiations remain unresolved. The 
continuing strength of the US dollar, 
reflecting strong economic growth, low 
unemployment and higher interest rates 
in the US, poses problems for emerging 
market economies, especially China, 
where export led growth is expected to 
slow. The Eurozone is showing signs of a 
slowdown, as the European Central Bank 
expects to end economic support for 
markets from 2019. 

Returns from the S&P 500 grew by 7.6% 
in dollar terms over the third quarter; 
80% of larger firms posted better than 
expected results. Unemployment at 3.7% 
is low and forecast GDP growth is 4.2% 
per year. Tensions with China, following 
the imposition of tariffs by both countries 
could boost inflation, but so far, appears 
to have had little impact on US
corporate confidence. 

Japanese companies have met investor 
expectations during their reporting 
season and both economic growth and 
inflation have been more positive in recent 
months. President Abe won re-election 
indicating a period of stability ahead. 

Q4Our 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

ISA Reminder 
As we are in the 2018/19 tax 
year 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.SAMPLE
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Source: FE Analytics. Data as at October 2018.

Source: FE Analytics. Fund performance data is to October 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.

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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LEBC’s Investment Committee meets on 
a quarterly basis with our third party 
research provider to conduct an extensive
review of the asset allocation, performance
and continuing suitability of each of our 
Governed Investment Portfolios and the 
funds contained within them. 

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. 

Updates 
& Changes

Risk 
Warnings

No ChangeNo Change

We feel that changes made at previous 
reviews have maintained the requirements 
for capital growth from this portfolio and 
therefore no changes are recommended 
this quarter.

Fees

In addition to the charges on the following page, you pay LEBC Group 0.75% p.a. for 
the review and rebalancing of your portfolio and you pay Aegon Cofunds a tiered charge 
starting at 0.25% p.a. These charges are collected from your Aegon Cofunds cash account.

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

Fund List Adventurous 
Portfolio 

Fund Percentage

The overall portfolio OCF* for this fund is 0.76% p.a.

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

The portfolio has returned annualised 
growth of 9.7%, 17.7% and 10.5% over 
1, 3 and 5 years respectively. The current 
income yield is 1.3% p.a.

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%
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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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