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M O D E L  P O R T F O L I O  P E R F O R M A N C E  –  Q 1  2 0 1 6 *  

Calendar Performance % (years) 
12 

months 
2015 2014 2013 2012 2011 Annualised 

Tatton Managed Ethical -1.9 2.7 - - - - 4.9 

Tatton Managed (OBSR) Balanced -1.3 4.5 6.3 12.6 - - 4.9 

(50%) IA Mixed 20-60% - (50%) IA Mixed 40-85% peer group -2.4 2.2 5.0 12.0 - - 3.1 

 

Cumulative Performance % Month Quarter Year-to-date Since Inception** 

Tatton Managed Ethical 2.5 0.4 0.4 8.3 

Tatton Managed (OBSR) Balanced 1.8 0.7 0.7 8.3 

(50%) IA Mixed 20-60% - (50%) IA Mixed 40-85% peer group 2.2 0.4 0.4 5.2 

Past performance is not a guarantee of future performance. *Source: Morningstar. Please read the “Disclosure” section at the end of 

this document. ** The portfolio was launched on 29/07/2014. 

The above table shows the performance of your portfolio and also the average fund performance of the Investment Association 

(IA) peer group benchmark that broadly matches its profile. The short-term variances in performance between these are within 

normally expected ranges. 

Your portfolio, as a long-term investment, continues to be on track to achieve its objective as can be seen from its performance 

since inception, versus the Investment Association (IA) benchmark. The table produced later in this report shows the performance 

of major global indices and highlights the benefit of appropriate diversification. Please note: Investment returns of ethical 

portfolios may be negatively impacted as a consequence of a restricted investment universe.  

E T H I C A L  P O R T F O L I O  C H A R A C T E R I S T I C S  

T i m e  H o r i z o n  Minimum of 7 years 

R i s k  P r o f i l e  Moderate  

P o r t f o l i o  Y i e l d * * *  3.0% 

3 - Y e a r  S t a n d a r d  D e v i a t i o n  - 

 

The leading objective of this portfolio is to generate both income and growth over the longer term, giving significant exposure to 

capital markets through a range of diversified UK and international investments that meet strict ethical and financial criter ia. Equity 

(stock market) exposure will follow the respective Ibbotson strategic asset allocation risk profile target which is currently set to 

61%. In the shorter-term, Tatton may deviate from this by a maximum of ±12.5% (currently 48.5-73.5%) to adjust actual portfolios 

to prevailing market conditions. The ±12.5% comprises a maximum ±10% Tactical Asset Allocation (TAA) decision mandate and 

a ±2.5% buffer that allows for variation in prices, which can inadvertently drive the chosen allocation higher or lower (i.e. market 

drift). 

This portfolio is likely to be suitable for the following type of investor: 

An investor who is comfortable with holding a significant proportion of their portfolio in higher risk investments in order to 

have the opportunity for a greater investment return. 

An investor who is prepared to accept investment losses in the short term in order to achieve potentially greater investment 

returns over the longer term. The portfolio will be subject to fluctuations in value. 

An investor who wishes to invest in a sustainable and socially responsible way and therefore requires an active manager to 

make investment choices from the investment universe on the basis of their strict environmental, social, governance and 

ethical principles. 

You should contact your adviser if you feel that this profile no longer matches your investment objectives or if your 

circumstances are likely to change. 
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Model 
Expected 

Return (%) 

Asset Allocation (%) 

Indicative Volatility 
range (%) 

Equity 
Fixed 

Income 
Property Cash 

Tatton Managed Ethical CPI+ 4.8% 61% 27% 5% 7% 11-13.5% 

Note: Expected Return is the long-term return projection for a Moderate Risk/Ethical profile with a holding period of a minimum of 7 years. 

Volatility range is an indication of the statistically computed variation of annual returns from the Expected Return as a set and annuall y 

reviewed by the issuing Morningstar Investment Management Committee. It is based on assessments of current asset class valuat ions, 

correlations and historically observed asset class return variations for each profile.   

C U M U L A T I V E  P O R T F O L I O  R E T U R N S  *

Past performance is not a guarantee of future performance. *Source: Morningstar. The model portfolio launched on 29/07/2014. 

T A T T O N  A S S E T  A L L O C A T I O N  

The asset allocation of the Tatton Managed Ethical Model is valid as at 31/3/2016.  

Cash and Cash Proxies, 7%

Property, 0%

Manager of Managers, 0%

UK Gilts, 0%

UK Inflation-Indexed, 0%

UK Corporate, 29%

Global Bond, 0%

UK Equity, 30%

Europe Equity, 0%

North America Equity, 0%

Japan Equity, 0%

Global Emerging Market Equity, 0%

Asia Dev ex Japan Equity, 0%

Global Equity, 34%

Alternative, 0%
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P O R T F O L I O  P E R F O R M A N C E  C O M M E N T A R Y  

The Tatton Managed Ethical model returned 0.4% over the first quarter. Markets recorded a significant bounce from one of their 

worst starts to a new year, on a sudden positive shift in sentiment on the back of a stabilisation in both commodity prices and the 

Chinese currency (Yuan) and as global central banks assumed a more accommodative stance towards monetary policy. 

However, ethical investments did less well than non-ethical investments over the period. The best performing fund was Aberdeen 

Ethical World with returned 4.4% and the lowest performing fund was Jupiter Responsible Inc which returned 1.7%. Since 

inception (29/7/14), the Tatton model has returned +8.3%, matching the +8.3% performance of the non-ethical reference 

benchmark, while the average for the industry peer group stands at +5.2%. 

P O R T F O L I O  A C T I V I T Y  

Tatton rebalanced the portfolio on 26 February 2016, but did not alter the Tactical Asset Allocation of the portfolio during the 

quarter. 

 Q 1  2 0 1 6  I N V E S T M E N T  R A T I O N A L E  F O R  P O R T F O L I O  C H A N G E S  

Tatton portfolios maintained the previously adopted more cautious neutral stance versus the long-term asset allocations of the 

risk profile. This proved to be a very adequate portfolio positioning, when expectations that the widely anticipated first US central 

bank rate rise in late December 2015 would herald less volatile market conditions were quickly disappointed in January. Fears  of 

global economic slowdown took hold of stock markets once again and investors experienced a near repeat of the previous 

quarter’s V-shaped market action. A severe decline, followed by a rapid recovery as economic data releases dispelled imminent 

recession fears.  

The neutral positioning meant that Tatton portfolios experienced no more downside volatility than absolutely necessary in order 

to participate fully in the sharp recovery once the markets turned. We refrained from attempting any short term tactical positioning 

trying to exploit such fast moving market dynamics as this borders on a ‘betting’ approach to long term investment with a very 

uncertain prospect of success, which is at odds with Tatton’s core investment beliefs.  

Then in February we rebalanced portfolios back to their neutral target asset class weights, when we came to the conclusion that 

the stock market correction was unlikely to deteriorate much further at this point, after strengthening economic data indicated that 

market fears were overdone. This proved to be correct and as a result portfolios benefitted more from the market recovery than 

they had suffered from the correction. 
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P E R F O R M A N C E  S U M M A R Y  O F  M A J O R  G L O B A L  I N D I C E S   

Asset Class Index March Q1 2016 2015 

Equities 

FTSE 100 (UK) 1.8% 0.1% -1.3% 

FTSE4Good 50 (UK Ethical Index) 0.6% -2.9% -5.3% 

Dow Jones Euro-Stoxx 50 (Euro-Zone) 3.8% -0.8% 1.1% 

Standard & Poors 500 (USA) 3.5% 3.9% 7.3% 

Nikkei 225 (Japan) 1.8% -3.4% 15.0% 

MSCI All Countries World  4.1% 2.3% 1.6% 

Bonds 

FTSE Gilts All Stocks -0.1% 4.9% 0.6% 

IA Sterling Corporate Bond Index 2.5% 2.3% 0.2% 

Barclays Global Aggregate Bond Index -0.4% 8.6% 2.5% 

Commodities 

Goldman Sachs Commodity Index 1.7% 0.0% -29.0% 

Brent Crude Oil Price 6.7% 8.9% -31.2% 

LBMA Spot Gold Price -3.1% 19.1% -6.3% 

Inflation UK Consumer Price Index (annual rate) 0.0% -0.5% 0.20% 

Cash rates Libor 3 month GBP 0.1% 0.2% 0.6% 

Property UK Commercial Property (IPD Index) 0.0% 1.3% 13.8% 

* Source: Morningstar, all returns in Pounds - Sterling (£ - GBP) 
 

 

A  B U M P Y  R I D E  O V E R  Q 1  

Anybody who last looked at capital market returns in mid-February would assume reports of positive investment returns for Q1 

2016 is a rather cruel April fool’s joke on investors. 

However, the first quarter of 2016 will go down in market history as the most pronounced V-shaped recovery ever recorded in 

the first quarter of a year. Fears over slowing global economic growth and that central banks may have run out of policy tools to 

stem a renewed economic slowdown had caused the worst early in the year stock market sell off recorded for decades.  

By February 11th developed world stock markets had lost between 10 and 20% in value and where thus hovering in the territory 

between severe correction (-10%) and full blown bear market (-20%). 

Then the wind turned positive almost as suddenly as the downdraft had started and as oil and commodity prices gradually 

recovered ground, the US$ stopped rising and the Chinese Yuan likewise stopped falling, those fears over a looming global 

recession abated. Central banks contributed their part, by either proving that they had by no means run out of monetary policy 

tools (Eurozone’s ECB) or at least would act sensibly and slow their path of normalising interest rates upwards (US Fed).  

Together with economic data flow evidence showing that Global economic development is by no means falling off a cliff and in 

the instance of the commodity impaired manufacturing sectors even re-accelerating, suddenly changed the sentiment from 

relentless doom and gloom messaging to a renewed focus on a resilient, albeit slow economic growth scenario. 

As the first quarter ended, western equity markets were firmly on course for a full recovery, while from the perspective of a 

weakened £-Sterling, Global stock markets as represented by the MSCI World index even recorded a slight gain.  Best performers 

of the quarter were commodities, although that was more as a counter-reaction to their haemorrhaging declines previously, rather 

than a fundamental change in direction. 

The biggest return surprise perhaps was the strong performance of the repeatedly written-off government bond asset class. Their 

already desperately overvalued prices were first pushed up further by investors seeking their relative safety after stock markets 
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began to crumble and then when equities began to recover they didn’t fall back as a consequence of the continued monetary 

easing support of central banks. 

This led some to suggest that the equity recovery would be short-lived, because the more sanguine bond markets did not ‘believe’ 

in the improved economic outlook. 

At Tatton, we had all along commented that the Jan/Feb market correction was unjustified from the perspective of a fairly resilient 

global economic development, but that the correction came not entirely unexpected, as such market upheavals have historically 

often accompanied the change towards monetary policy tightening as initiated in late December by the US Feds first interest rise 

in a decade. 

We also said that much of the market unease was around fears that rapid changes in currency values between the US$ and the 

Chinese Yuan (RMB) during 2016 could seriously disrupt flows of capital. This, so the widely held view would create a ‘perfect 

storm’ scenario as capital markets were already just about grappling with the reversal of the previous over-investment in 

commodity exploration and capital repatriation from slowing developing market economies. 

For us, therefore, the most reassuring observation of the outcomes of the first quarter of 2016 is not that equities have broadly 

recovered, but that the US$ has stopped and reversed its 3-year uptrend and equally that the Chinese Yuan is no longer 

depreciating. This has the potential to put some of the more serious market concerns to rest and should lead to a less tumultuous 

Q2. 

However, as we have also warned in the last few weeks, the general market nervousness has not gone away and for all those 

who believe that the V-shaped market recovery was merely a reaction to the stabilising oil and commodity prices, a renewed sell-

off is absolutely possible and plausible if and once commodity prices decline again. 

This could happen as there remains a commodity supply surplus over demand for the near term, which attracts much speculative 

trading interest. Together with once again relatively high equity valuations relative to now reduced corporate earnings 

expectations and technical signals of overbought markets this has the potential of a market consolidation in the coming weeks , 

before the macroeconomic fundamentals of 2016 eventually take hold of market direction thereafter.  

In the meantime, our focus will be on the government bond/gilt markets, whose valuations are now once again much at odds with 

an improved economic outlook. A longer term revaluation of their levels is far more likely and concerning for investors’ long  term 

returns than short term equity market fluctuation. 

The market action at the end of Q1 might suggest more stable to rising equity markets in the near-term, while oil prices have 

fallen around 10%, is an indication that recent history may not immediately repeat itself, bu t, to use Mark Twain’s words, there is 

still a fair chance that while not repeating itself, the present still rhymes with history. 
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Disclosure 

The portfolio returns presented in this document are for information purposes only and should be regarded as 

indicative of the returns individual clients will have achieved with their actual investment portfolios, which are managed in the 
same respective investment style and risk profile. While client portfolio returns are expected to be very similar to the returns 
shown here, they may differ as a result of new monies having been introduced by the client, or withdrawn from the portfolio 

and/or the specific fee charging arrangements agreed between the client and the adviser. The performance does not account 
for the differences due to the limitations of a particular platform. 

Past performance is not a guide to future performance. Please be aware that adjustments to previously reported data 

can occur. The value of your investments and the income from them can fluctuate and it is possible that investors may not 
get back the amount they invested. Please note that the performance data does not reflect the performance experienced by 
clients in the Scottish Friendly Assurance Onshore Bond (Nucleus only) nor the Nucleus Pension APP (Appropriate Pension 

Plan).  

All returns are calculated in £-Sterling and are shown after fund charges, but before all other fees, like platform, 
Tatton (DFM) and adviser charges.  

The Tatton Portfolios were launched on 01/01/2013. The Income Portfolios were launched on 05/12/2014. The period 
covered in this update is from 01/01/2013 – 31/3/2016. The charts, data and related performance calculations shown within 
this report has been obtained from Morningstar and is valid as at 15/4/2016. 

Asset Allocation: Operational cash of 2% is required by the platform to cover costs and charges, any additional amount is 
for strategic purposes. ***Portfolio yield is calculated as the rolling 12-month yield. 

 

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

Tatton Investment Management Limited is a trading style of Cambridge Investments Limited which is authorised and regulated 
by the Financial Conduct Authority. The value of your investments and the income from them can fluctuate and it is possible 
that investors may not get back the amount they invested. The information in this document does not constitute investment 

advice or a recommendation for any product and you should not make any investment decisions on the basis of it.  

www.tattoninvestments.com Twitter: @TattonIM 

125 Old Broad Street, London EC2N 1AR. Tel: 0207 190 2959 
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