
 

 
 
 
 
 
 
 
 
 

For professional adviser use only. 

Not for distribution to retail clients. 

Close Portfolio Funds 

Monthly fund manager update 

J U L Y  2 0 2 2  
 

G I L E S  P A R K I N S O N  

Managing Director 

 
S T R A T E G Y  O V E R V I E W  

The Close Portfolio Funds seek to achieve resilient returns 

over the long term through an equity-led approach to 

investing in a multi-asset context. Our strategy of acquiring 

‘cheap durables’ – direct interests in predictable and 

sustainable businesses purchased at attractive cash-based 

valuations – is complemented by allocations across fixed 

income and alternatives as appropriate. 
 

M O N T H L Y  P E R F O R M A N C E  

Each Fund delivered positive absolute returns in July and 

outperformed against their respective Investment Association 

peer groups (in brackets) on a relative basis: Conservative 

increased +3.4% (+2.6%), Balanced +4.5% (+3.5%) and 

Growth +5.7% (+3.2%). 
 

Since inception the Funds have increased by an annualised 

4.5% (4.4%), 6.2% (6.1%) and 7.3% (6.4%), with capture 

ratios of 100%, 101% and 105% across Conservative, 

Balanced and Growth respectively. 

 

M O N T H  I N  R E V I E W  

Our cautious positioning – an underweight stance in equities, 

light positioning in corporate bonds, no exposure to cyclical 

commodities, high cash levels and a bias towards cash-like 

short duration gilts in fixed income – has helped to preserve 

value from an asset allocation perspective in 2022.  However, 

this positioning was less useful during a rally in both stock 

and bond markets in July.  Nevertheless, this asset allocation 

headwind in the month was more than overcome by very 

strong equity stock selection as markets began to price 

abruptly for an economic slowdown, rewarding our 

longstanding portfolio bias towards defensive and resilient 

companies.  The top three contributors over July were 

Partners Group (trimmed towards the end of the month), 3i, 

and Microsoft.  The most significant detractors were Admiral 

(sold), Suncor Energy (added in the month), and Ally 

Financial. 
 
 

 

J U L Y  T H O U G H T S :  A  P A T H  T H R O U G H  

After double digit declines in markets over the first half of the 

year they rallied strongly in July.  The MSCI All Countries 

World Index, a measure of global equities, rose 4.6%, and the 

ICE Bank of America Sterling Broad Market Index of UK fixed 

income gained 2.7%.  Why the sudden euphoria? 
 

The proximate cause was a sharp reversal in commodity 

prices. Copper, for example, ended July down -27% from the 

year-to-date high touched shortly after Russia invaded 

Ukraine.  Central banks were slow to raise interest rates last 

year when inflation began to accelerate, but have been 

catching up this year.  Falling commodity prices are the first 

tangible sign that these interest rate increases are beginning 

to bite by undercutting demand, causing prices to 

correct.  The latest update from the US Federal Reserve is 

that a growth slowdown is “necessary”. Other good news 

regarding moderating prices can be found in areas such as 

the used car market and freight rates, which are now growing 

more slowly than the blistering rates earlier in the year. 

 

A path through has opened up.  Although inflation in the US 

rose 9.1% year-on-year in July – a faster rate than any month 

in the 1970s – evidence is building that the pace will slow and 

the headline rate may have peaked already.  This, then, 

means that central banks are nearer to the point at which 

they can stop raising interest rates.  Equity investors, on the 

back foot all year, are keen to buy beaten-up assets, whilst 

some conviction of the ceiling in interest rates puts the bond 

market on firmer ground. 

 

Positioning is simple: if the Federal Reserve is able to ‘pivot’ 

and stop raising rates just in time to avoid a recession, then 

the worst is already past and equities could be above the 

prior all-time highs within a year.  If a recession arrives, 

however, history suggests that the bottom for equity markets 

will not be reached until three to six months before it ends, 

after a long string of job losses, with the Federal Reserve 

cutting interest rates.  Until our objective economic measures 

prove otherwise, we see a greater likelihood that recession 

still lies ahead, making it premature to buy into the recovery 

before the downturn arrives. 

 

 



 

 
 
 
 
 
 
 
 
 

L O O K I N G  A H E A D  

As a long‐term strategy with low turnover we fully expect and 

recommend that unitholders judge our performance over a 

period of five years or more. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

I M P O R T A N T  I N F O R M A T I O N  

This document is only intended for use by UK investment professionals and should not be distributed to or relied upon by retail clients.  The value of investments will go up and 

down and clients may get back less money than they invested. Past performance is not a reliable indicator of future returns. The information contained in this document is 

believed to be correct but cannot be guaranteed. Opinions constitute our judgment as at the date shown and are subject to change without notice. This document is not 

intended as an offer or solicitation to buy or sell securities, nor does it constitute a personal recommendation.  

Close Brothers Asset Management is a trading name of Close Asset Management Limited (Registered number: 01644127) and Close Asset Management (UK) Limited  

(Registered number: 02998803). Both companies are part of Close Brothers Group plc, are registered in England and Wales and are authorised and regulated by the Financial 

Conduct Authority. Registered office: 10 Crown Place, London EC2A 4FT. VAT registration number: 245 5013 86.  
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