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� Portfolio Performance: An overview of the model portfolio performance over the previous quarter.

� Portfolio Characteristics: Covering the model portfolio objective, suitability & key information.

� Portfolio Returns: Graphical demonstration of the model portfolio cumulative returns, excess returns relative 
to the model benchmark and drawdown oversight.

� Asset Allocation & Fund Selection: Covering asset allocation, sub asset allocation, a summary of the asset 
allocation changes over the quarter and the fund changes.

� Global Market Review: A quarterly summary written by our investment team covering global markets
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YTD 2018 2017 2016 2015 2014

Tatton Managed Active

+/- Benchmark

12.4 -6.9 12.6 15.1 6.9 5.0

-0.86 -0.81 2.56 1.77 4.02 -0.01

Returns (%)

1 Month 3 Months YTD 3 Years 5 Years Since Inception

Tatton Managed Active

+/- Benchmark

1.6 1.9 12.4 22.0 49.6 78.1

0.71 -0.14 -0.86 1.79 9.44 13.71

Risk Profile: Active

Since Inception Annualised Return 8.93

12 Mo Yield

Std Dev 3 Yr (Qtr-End)

1.38

7.68

Portfolio Objective - Active

The leading objective of this portfolio is to maximise potential total return for a given level of risk.

The primary determinant of risk is the proportion invested in the riskiest assets, such as equities.

For this portfolio, over the long-term, we would expect the proportion invested in equities to be approximately 75%. This strategic 
exposure may be adjusted over the longer term to maintain adherence to the risk limits.

In the shorter term, we may also adjust this weight tactically as economic and market conditions dictate while not deviating by more than 
±12.5%.

Who is this for?

This portfolio is likely to be suitable for: 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.
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Returns
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Performance

The above tables show comparative performance against a relevant Investment Association (IA) sector benchmark so that you can 
compare performance to our competitors using relatively similar asset allocations. The benchmark is an indicator of similar investments 
performance relative to each other and is not intended to provide an indication of future returns or investor expectations.
Past performance is not a guide to future performance.

Portfolio Characteristics

Model Portfolio Performance



Model Portfolio Analysis
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Tatton Managed Active - Monthly Excess Returns

Calculation Benchmark: IA OE Mixed Investment 40-85% Shares

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Year

2019

2018

2017

2016

2015

2014

0.62 -0.28 -0.54 0.00 -0.32 -0.09 -0.03 -0.78 0.71

0.66 0.05 0.02 0.09 0.21 -0.13 -0.13 -0.39 0.18 -0.57 -0.47 -0.33

0.83 -0.47 0.38 -0.08 0.18 0.09 0.38 0.36 -0.18 0.68 0.04 0.13

0.08 -0.09 -0.22 -0.73 0.03 -0.43 1.24 0.66 0.27 1.34 -0.97 0.50

0.51 0.47 0.36 0.11 1.15 0.17 0.42 0.47 -0.33 -0.21 0.37 0.37

-0.61 0.61 -0.01 -0.64 0.08 0.07 -0.41 0.55 -0.07 0.49 -0.05 0.02

—

-0.81

2.56

1.77

4.02

-0.01
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Drawdown

Time Period: Since Common Inception (01/01/2013) to 30/09/2019
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Tatton Managed Active IA OE Mixed Investment 40-85% Shares

Drawdown - Defined

The peak to trough decline during a specific period. On the drawdown chart a new high is represented at any period where the chart 
shows 0. The period between the low and 0 is recovery to the new peak. With the 0 to low the drawdown from peak to trough in 
percentage terms

Monthly Excess Return: The performance table shown above calculates the performance of the model portfolio minus the portfolio of its 
relative benchmark on a month by month basis. 

Positive values reflect outperformance and negative values reflect underperformance for that month/year.  



Asset Allocation

%

Overlay Strategy 50.1

Equity 37.3

Bond 7.1

Alternatives 3.0

Cash 2.5

Total 100.0

Overlay Strategy Sub Asset Allocation

%
UK Equity 34.2
North America Equity 19.3
Europe Equity 12.1
Strat Bond 7.2
Alternatives 6.0
Emerging Market Equity 4.9
Inv. Grade Bond 4.1
Japan Equity 3.1
Cash Proxy 3.0
Govt Bond 2.1
Other 3.9
Total 100.0

Portfolio Activity: Asset Allocation & Fund Selection

Asset Allocation

Following a strong first half of the year which saw all portfolio types surpassing their previous highs of Q3 2018, our investment 
committee met to establish what has changed in markets, what we expect in the near term, and the implications for portfolios.

We rebalanced the portfolio on 25 July 2019. After considering the global environment we decided to maintain our equity neutral 
weighting within client portfolios. We see a more neutral outlook for companies than is implied by either the PMIs, which have fallen 
significantly in manufacturing businesses, or the markets which have been very positive over the quarter. Capital expenditures have 
continued, wage pressures have eased somewhat, and other input costs have similarly slowed. Analysts have also begun to take a more 
positive slant on corporates, with expected revenues (next 12 months) moving up for the first time in a while. That being said, we are not 
surprised to see businesses being cagey around future investment with significant doubts about their operating environment still lingering 
thanks to political factors. Looking at final demand, consumer confidence measures have remained stable to high and globally consumers 
aren’t facing large interest burdens in a historic context. In the world of central bank policy, we have seen financial conditions easing as 
money supply measures have ticked up in concert with equity markets while interest rates have fallen. Unemployment remains at
generational lows, however as noted above, wage pressures seem to have paused if not totally abated.

Equity markets have moved up, but valuations remain around average on most metrics, with the USA remaining slightly elevated
compared to other regions. Investors in credit, equity, and volatility have all calmed since the last meeting with measures such as 
expected volatility continuing to fall. The question is as always, what is priced into the markets at these levels. The 2019 rallies have 
come on the back of expectations of easier monetary policy, while sell-offs have been thanks to the fear of opposite monetary
developments or negative news flow in geopolitics. In this situation we are cognisant that both a “melt-up” in equities driven by liquidity 
and a fall on the back of what is perceived to be a policy error are possible. As such a neutral equity weight will be maintained in client 
portfolios.

Fund Selection

Given the persistently low rates (and a further shift down in expected “term risk premia”), we prefer to remain slightly short of duration in 
our models as the risk remains that in a downside case both equities and bonds would fall, our position in inflation linked global bonds 
may provide some ballast given the likely policy response would be inflationary. In regional terms we remain underweight North America 
and overweight Europe, which seems a brighter spot than some regions once considering valuations and the changing direction of 
economic fundamentals.
Looking at managers we have added some active emerging markets managers for relevant portfolios – we are introducing managers who 
are not out-and-out value or growth managers but will aim to add value over the medium term through exposure to multiple factors, and 
an experience similar to the index. As part of an ongoing review we have also elected to switch some tracker funds in Asia and Japan to 
similar holdings which we feel offer better value for clients after accounting for the costs of switching.

Overlay Strategy

The Overlay Strategy allows us to benefit through institutional pricing, provides access to funds that may not be available on all platforms, 
and provides a more efficient means of portfolio management, therefore allocations can differ. The Overlay Strategy and the platform-held 
portfolio together aim to create the “ideal” portfolio.

Model Portfolio: Asset Allocation
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Global Market Review

Overall, global asset markets in the third quarter (Q3) finished positively. 29 out of the 38 investments we regularly track showed a 
positive total return in local currency terms, but just 14 assets did so when priced in US dollars given the increase in the trade weighted 
dollar index. In GBP terms, Global stocks (MSCI World) gained 3.3% in Q3, with Japanese and US stocks leading the pack. Emerging 
market indices fell 1.1% - in part a reflection of a stronger dollar. The quarterly gains mask a somewhat volatile summer in both June and 
July. The solid gains in September were a partial reversal of the fairly extreme price action observed in August. Equity volatility, as 
measured by the VIX Index, averaged 16 in Q3 versus 15 in Q2. Despite the volatility in Q3, equities on a year-to-date (YTD) basis have 
posted strong high double-digit gains with the MSCI World rising 20%. For obvious reasons, the 14.3% YTD gain in UK stocks have 
lagged the increases in both the US and Europe, up 24.6% and 18.9% respectively.

Central bank action continued to dominate news flow. Both the US Federal Reserve and European Central Bank eased monetary policy, 
with hints at more to come. This could provide comfort and support to markets as we approach year-end. Interest rate cuts in Europe and 
the US had a knock-on effect in fixed income markets, causing yields to fall and prices to rise. YTD, the Barclays Global Aggregate Bond 
Index and the FTSE Gilts All Stocks Index have risen 9.9% and 11.5% respectively. The pace of growth in the global economy appeared 
to slow – but importantly remains on a positive path. The US-China trade war grumbles on, but there are hints that slowing economic data 
in both the US and China could force an earlier resolution than some believe. In the US, the Fed cut rates in both July and September to 
help support growth. While the economy continued to add jobs, the pace of growth of aggregate hours worked in the economy has
slowed meaningfully. Consumer confidence also declined from elevated levels.

In Europe, in response to weaker activity across the continent, particularly the manufacturing heavy Germany, the ECB cut interest rates 
further into negative territory, and restarted quantitative easing. This could lead to a large expansion in the total size of assets purchased 
by the central bank over the coming years. While QE, on its own, may have a limited effect, if it is combined with fiscal action in countries 
like Germany, further economic growth could be well supported.
China’s economy continued to slow, with both industrial production and retail sales declining. But China’s GDP growth rate remains 
comfortably above that in the US, which itself is feeling the pressure of the trade war, and with the US Presidential election in 2020, it 
looks far from clear that China will acquiesce to US demands on trade.

In the UK, political manoeuvring appears to have impacted the ability to make any positive headway on Brexit. Three years on from the 
Brexit vote, many may feel like Sisyphus, condemned by Zeus to eternally roll the Brexit boulder up the hill. The hope is that the looming 
October deadline sharpens everyone’s focus to provide a way forward. The Bank of England held firm by keeping monetary policy and 
interest unchanged. However, we wonder for how much longer that stance will hold, particularly in the face of rising Brexit uncertainties 
and a deterioration in the outlook, particularly in the construction sector.

Overall, the global economy faces some questions and several binary and highly unpredictable risks. Until we get clarity on those 
questions, we believe a neutral position in portfolios remains warranted. However, there is some evidence that recent economic 
weakness is bottoming out and a rebound into the end of 2019 is possible.
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Important Information

The information in this document does not constitute investment advice or a recommendation and investment decisions should not be 
made on the basis of it. 

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.

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. All returns are calculated in £-Sterling and are 
shown after fund charges, but before all other fees, like platform and adviser charges. The charts, data and related performance 
calculations shown within this report is sourced from Morningstar and is valid as at the date of publication. Asset Allocation: 
Operational cash of 2% is to cover costs and charges; any additional amount is for strategic purposes. Portfolio yield is calculated as 
the rolling 12-month yield.


