
  

  

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

 
 
 

FOR PROFESSIONAL ADVISER USE ONLY  
NOT FOR DISTRIBUTION TO RETAIL CLIENTS 

REVIEW 
The Close Portfolio Funds delivered slightly negative 
returns in what was a month of sharp rotation for global 
equity markets. The Conservative Fund fell -0.17%, while 
the Balanced fund fell by -0.19% and the Growth fund by 
-0.36%. This compared unfavourably with the funds’ IA 
Sectors this month, which returned +0.69%, +0.90% and 
+0.76% respectively. Nevertheless, all three funds 
remain significantly ahead of their IA sectors year-to-
date; with the relative return of the Conservative fund 
now standing at +1.43%, the Balanced fund at +2.22%, 
and the Growth fund at +7.01%.  

 
THOUGHTS IN SEPTEMBER 
As alluded to, September saw an abrupt reversal of 
recent market trends. High quality defensive stocks and 
precious metals sold off, having performed well of late, 
while laggards and underperformers in the more cyclical 
sectors performed strongly. We observed this reversal of 
fortunes and asked ourselves two questions: 

1. Why would one buy riskier economically sensitive 
holdings at a time when data suggests major global 
economies are slowing down, with some potentially 
close to a technical recession? This does not seem 
to make much sense. 

2. What if we are wrong and this rotation trade indeed 
does make sense. Should we then look to 
participate? 

After some painful reflection and reconsideration of the 
data relating to valuations, attractiveness of different 
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asset classes and macroeconomic factors, we decided to 
stick to our guns. We have made no major changes to 
the funds’ tactical and stock allocations, and remain 
invested with a relatively defensive positioning.  As things 
turned out, by the end of the month the dust seemed to 
have settled and our positioning appeared vindicated. As 
investors, one must remember that it is normal to be 
challenged by the market from time to time, and this can 
often happen following a period of strong absolute and 
relative performances - as we have enjoyed year-to-date. 
Our job is to deliver good risk-adjusted outcomes for 
clients, and this requires vigilance and humility to be 
prepared to change our views if the facts change. 
However, in this case, our conclusion was that the facts 
had not changed. 

 
LOOKING FORWARD TO OCTOBER 
October – the month of Brexit. Or is it? That is the 
question. Does anyone have the answer? What about a 
general election in the UK later this year? What happens 
to sterling following either or both of these events? In 
addition, we also have to consider the implications of the 
resumption of US-China trade negotiations, which are 
also expected during this month.  

Furthermore, October is also when the majority of global 
companies report their Q3 earnings and provide outlook 
and guidance to investors for the rest of the year. Given 
that economic growth appears to be slowing globally, and 
higher trade tariffs are kicking in, we also need to be 
aware of the risk of profit warnings.  
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Finally, the month of October is also notoriously 
volatile in equity markets. With so many 
uncertainties around, it would not be too surprising 
if this October proved to be another tricky period to 
navigate through. 

With many unanswered (and currently 
unanswerable) questions to deal with, it may well be 
unsurprising that we decided to stick to our guns for 
now. In short, it simply seems too early and too 
risky to rotate into cyclical positioning in the current 
economic environment. 

 

 

 
CLOSE PORTFOLIO FUNDS DISCRETE 
PERFORMANCE AS AT 30 SEPTEMBER 2019 

STOCK OF THE MONTH: SCHRODERS NON-
VOTING 
• Schroders is a diversified asset manager which is 

increasing its exposure to Wealth Management 
through a JV with Lloyds and Private Capital with 
selective acquisitions. 

• +10% in September, +9% since purchase 
(16/12/2016). 

• The company reported 1H19, AUM 2% above 
consensus with lower than anticipated net outflows.  

• Value stocks rallied in September following 
underperformance in 2019 with Schroders benefitting 
from the rotation. 

Source: FE Analytics 03.10.2019. 
Performance is total return, net income reinvested after fees, X Acc share class. 

YTD 2018 2017 2016 2015 2014 
Close Conservative Portfolio Fund 11.4% -2.7% 9.0% 5.4% 2.0% 6.5% 

IA 20-60 9.9% -5.1% 7.2% 10.3% 1.2% 4.9% 

Close Balanced Portfolio Fund 15.4% -2.9% 11.8% 6.4% 2.9% 7.3% 

IA 40-85 13.1% -6.1% 10.0% 12.9% 2.7% 4.9% 

Close Growth Portfolio Fund 19.6% -3.4% 12.5% 6.8% 2.9% 7.7% 

IA Flexible Investment 12.5% -6.7% 11.2% 13.8% 2.0% 4.9% 
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