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The third quarter of 2019 was 
volatile, with equity markets 
eking out minor gains across 
most geographical regions. 
Investors remain on edge as 
trade disputes and geopolitical 
frictions have become key 
drivers of the economy and 
markets. This uncertainty is 
denting corporate profi ts and 
business confi dence.

Bond yields appear to have stabilised 
and stopped dropping as investors have 
priced in two more interest rate cuts 
by the US Fed and further monetary 
easing by the European Central Bank. 
The Bank of England (BoE) continues to 
monitor Brexit developments and may cut 
rates to limit downside risk and support 
the economy.

All this uncertainty has led to gold being 
the best performer over a one year period 
as investors piled into it as a safe haven 
position, hedging against a slowdown in 
equity markets.

Pound Sterling continued to be volatile 
during Q3 due to weakening economic 
growth and increased likelihood of a 
no-deal Brexit.

The UK economy expanded at 1.3% 
for the year ending in June 2019, 0.5% 
lower compared to the growth rate for 
the previous quarter. The growth data 
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for Q2 showed a contraction of 0.2% 
quarter on quarter. The sliding growth 
rate was mainly affected by the worsening 
manufacturing sector and the slump 
in business investments, due to Brexit 
and trade war uncertainties. The UK 
Manufacturing Purchasing Managers’ 
Index dropped to 47.4 in August, 
contracting at the fastest rate in seven 
years with business confi dence standing 
at a record low level.

The UK Infl ation rate fell to 1.7% in 
August, mainly attributed to lower prices 
in summer sales. Although UK infl ation 
is currently subdued, the expected rate 
of infl ation implied from the fi ve year 
breakeven rate increased to 3.3%. The 
market is expecting a high level of infl ation 
over the next fi ve years, given that the 
supply costs are likely to rise if the UK 
departs from the EU.

Between May to July 2019 UK 
unemployment remained at 3.8%, the 
lowest since 1974. Average earnings are 
growing at the fastest pace since 2018, 
at an annual rate of 4%. However, the 
BoE continued to hold the interest rate 
unchanged until further clarifi cation 
about Brexit.

The UK Yield curve inverted and 
fl attened further at the end of Q3. The 
spread between two year and ten year 
bonds declined to the negative territory 
compared to a positive 21bps at the 
end of Q2. However, Mark Carney said 
the yield curve inversion is not a positive 
signal for the UK economy as other 
factors continue to weigh heavily. Nine 
out of ten times in the history of fi nancial 
markets a recession has followed within 
a three year period once the yield curve 
has inverted.

UK bond yields dropped again by 
another 40bps from last quarter across 
all maturities, taking the UK ten year gilt 
yield to 0.64%.

In the wider global economy, the US 
Fed cut the Fed fund rate in July and 
September together by 50bps, taking the 
federal funds target rate down to 2.00%. 
Although policymakers are divided 
whether there should be further rate cuts, 
the Fed now takes an accommodative 
stance and is open to another cut if 
necessary to prevent a recession.

The US yield curve has been inverted for 
several months with the ten year yield 
now standing at 1.63%, still below the 
three month yield of 1.76%, sending a 
powerful sign of an impending recession 
by the bond market.

The forward guidance indicates no more 
rate cuts in 2019 and 2020, projecting the 
rate staying at 2.00%. However, the Fed 
Fund futures market is pricing in two more 
rate cuts taking the Fed Fund rate down 
to 1.5% by the end of 2019.

In conclusion, there are mixed signals 
across equity and bond markets as well 
as the interaction between the two; this is 
pointing to a neutral economic outlook in 
the short term.

ISA Reminder  
We are now in the 2019/20 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.SAMPLE
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Source: FE Analytics. Data as at October 2019.

Source: FE Analytics. Fund performance data is to October 2019.

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.

SAMPLE



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 taken by selling down across the funds.

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 0.75% p.a.

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

The portfolio has returned annualised 
growth of 3.46%, 8.83% and 10.02% 
over 1, 3 and 5 years respectively.  
The current income yield is 1.81% 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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