
  

  

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

FOR PROFESSIONAL ADVISER USE ONLY  
NOT FOR DISTRIBUTION TO RETAIL CLIENTS 

PERFORMANCE 
The Close Diversified Income Portfolio Fund rose 0.3% in 
September.  This compared to 0.7% for the IA 20-60% 
sector.  This takes the year to date return for Diversified 
Income to 6.5%.  

 
MARKET ROUNDUP 
It was a month full of contradictory comments on both 
sides of the US/China trade war, with numerous tariff 
threats made then delayed, while  various olive branches 
offered and withdrawn. In this toing and froing 
environment, significant uncertainty prevails.    

Back in the UK, the Supreme Court ruled that the Prime 
Minister Boris Johnson’s suspension of Parliament was 
unlawful – meaning all  MPs were recalled from their 
enforced break.  So far, little to no meaningful progress 
appears to have been made as we enter the crunch 
month for negotiations. 

The German manufacturing PMI came in at 41.4. The 
German services PMI fell too, sending the composite PMI 
below 50.  This is likely to mean Q3 GDP will be 
contractionary for Germany – sending it into a technical 
recession (2 consecutive negative quarters). 

In the US, consumer spending slowed more than 
expected in August and consumer confidence fell. 

The Federal Reserve (Fed) cut US interest rates by 
25bps and promised to “act as appropriate to sustain the 
expansion.” Pointedly the Fed also stated that, “it is 
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certainly possible that we’ll need to resume the organic 
growth of the balance sheet sooner than we thought.” 

Draghi cut EU interest rates by 10bps to -50bps, and will 
re-start Quantitative Easing in November to the tune of 
EUR 20bn a month for as long as is necessary.  In a 
thinly-veiled message to European governments, he also 
stated that it was high time to kick-start fiscal policy.  

The Bank of England kept interest rates on hold, awaiting 
further news / clarity on Brexit as we near the 31 October 
deadline. 

Oil had a volatile month, after Saudi Arabia’s main oil 
facility, Abqaiq, was attacked by missiles and drones 
disrupting roughly 5% of the global oil supply.  

 
FIXED INCOME 
Over the month, the 10 year gilt yield remained at 0.48% 
whilst BBB corporate spreads rose to 1.89% from 1.84%.   

Within the portfolio, the biggest trades were the result of 
a number of bond maturities.  The 2019 Gilt, Beazley 
2019 and Barclays AT1 bonds all matured.  I reinvested 
the proceeds into a number of new holdings, Beazley 
2029 (5.5% yield), Nationwide AT1 (callable in 2024 and 
a5.875% yield), Barclays AT1 (callable in 2025 6.375% 
yield), Rothesay Life 2029 (5.5% yield) and three 2020 
Gilts (0.6% yield). Existing cash proxies were also added 
to, including GKN 2019 and LSE 2019. 
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EQUITIES 
Equities were generally positive, helped by further central 
bank largesse. UK large cap equities were +2.8%, UK 
mid-caps +2.8%, US +2% (+0.7% in GBP terms) and 
Europe +4.2% (+2.6% in GBP terms). 

In the portfolio, the position in Burford Capital rose 18%, 
as management continued to counter the short sellers’ 
accusations and provided further information to investors.  
Babcock International and CVS Group, two stocks out of 
favour of late, both also rose by double digit percentage 
points on positive trading updates.  

 
ALTERNATIVES 
In the Alternatives space most of the Private Finance 
Initiative (PFI) funds were down, despite not getting a 
mention in the Labour Party conference this year.  
However, International Public Partnerships Ltd (INPP) 
announced a £116m fund raising at 154p, which sent the 
share price down 6%.  This should prove to be 
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temporary, if previous raises are anything to go by.  Five 
of the six renewable funds, and most of the REITs, 
posted a positive return, with GCP Student Living 
particularly strong at +5% as its move into the FTSE 250 
led to forced buying from the ETF Index funds.   

Gold gave back some of last month’s gains, declining 
4.9% in sterling terms.  The property debt funds also fell, 
with two of the three are now trading at a discount to NAV 
– which increases their expected future returns. 

 
YIELD AND NAV 
The Close Diversified Income  Portfolio Fund’s yield 
remained static at 3.7%. The yield on the fund is the 
result of all the individually picked attractive risk:reward 
ideas. In this tough environment the hard work continues 
to find attractive risk:reward ideas across the whole 
spectrum of asset classes that it  is able to invest in.  

YTD 2018 2017 2016 2015 2014 

Close Diversified Income Portfolio Fund 6.5% -1.8% 5.4% 7.8% 2.4% 5.0% 

IA Mixed Investment  
20-60% shares 9.9% -5.1% 7.2% 10.3% 1.2% 4.9% 

Source: FE Analytics 02.10.2019. 
Performance is total return, net income reinvested after fees, X Acc share class. 
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