
 

 

 

Vintage Asset Management – MPS update 2020 Q3 

Market background 
The second quarter of 2020 saw a significant recovery in markets following the sharp falls in March 
due to the coronavirus Covid-19, on expectations that much economic life would soon be back to 
nearly normal and that central banks or governments would provide continued high levels of 
support to companies and individuals.  The recovery has come in spite of some concerns over a 
second surge in the epidemic, the threat of unemployment and the longer-term challenges from 
high levels of debt. There are potential benefits from greater spending on infrastructure and from 
well-directed state support, as well as from the substantial increases in the balance sheets of central 
banks but the numbers can look daunting on government borrowing and on the size of central bank 
reserves. This new structure has been dependent on low inflation and low interest rates, which 
makes debt affordable for now. But there are inflationary pressures that might bring higher rates 
and greater challenges, against which defensive assets have gained in appeal while the US Dollar 
has weakened. 

Asset allocation 

At its meeting in July 2020 our investment committee agreed to commit further cash whilst retaining 
a level above the long-term average, given the seemingly significant disconnection between the level 
of global stock markets, at least for the growth sectors that have found favour, and the economic 
outlook in the near term. The continued levels of fiscal and monetary support may help markets to 
make further progress as low interest rates help to justify higher ratings.  
 
For equity exposure there remains potential in the healthcare and technology sectors given their 
potential for relatively resilient growth, as well as the markets of north Asia where economies are 
recovering from the pandemic while still benefitting from powerful longer-term trends. For fixed 
interest government bonds appear to offer little value in terms of yield but should provide support 
in more challenging times while the potential pressures on the corporate sector point to a flexible 
approach. Alternative assets offer selective asset-backed opportunities.    

The asset allocation for each mandate and their ranges are now:  
 

Mandate  Bonds Equities Alternatives Cash 

Cautious Range 30 - 70% 10 - 50% 10 - 30% 0 - 50% 

 Current 40% 15% 25% 20% 

Cautious Balanced Range 20 - 60% 20 - 60% 10 - 30% 0 - 50% 

 Current 35% 27.5% 22.5% 15% 

Balanced Range 10 - 50% 30 - 70% 10 - 30% 0 - 50% 

 Current 27.5% 40% 20% 12.5% 

Balanced Growth Range 5 - 30% 40 - 80% 10 - 30% 0 - 50% 

 Current 20% 50% 20% 10% 

Growth Range 0 - 20% 50 - 90% 10 - 30% 0 - 50% 

 Current 12.5% 60% 20% 7.5% 



 
Portfolio changes 

We have adjusted allocations across the asset classes with selective investment that has resulted in 
lower cash holdings for all mandates.  Within Equities we have favoured Continental Europe and 
Asia excluding Japan, while in Fixed Income we have adopted a more flexible approach through a 
strategic bond fund. For Alternatives we added both to equity long/short strategies and to gold, 
which remains in demand. 

We made the following changes in the re-balancing of model portfolios in late July.  

Purchases and increased weightings: 

Allianz Strategic Bond – added across all mandates for its flexible positioning; 

Baillie Gifford Pacific – added across mandates (apart from Cautious) to increase exposure to the 

higher growth potential in Asia; 

Fidelity Europe ex UK Index – added across all mandates to provide a broad exposure to larger 

companies in Europe, where relative valuations remain attractive; 

Henderson UK Absolute Return – added for Cautious and Cautious Balanced mandates for low 

volatility; and 

Ninety One Global Gold – increased gold equity exposure for all mandates (apart from Balanced 

Growth, where sufficient). 

Sales and reduced weightings: 

HSBC FTSE All-Share Index – reducing exposure to a passive strategy in favour of a more active 

approach; and 

Vanguard UK Short Term Investment Grade bond – reducing exposure to low-yielding credit.  

Switches: 

Franklin UK Mid Cap to ASI UK Mid Cap – a preference for ASI’s enhanced growth focus and 

following a change of manager at Franklin; 

JPM US Equity Income to JPM US Select/Artemis US Smaller Companies – a preference for 

growth over income for Balanced Growth and Growth mandates; and  

Vanguard US Government Bond Index Hedged to Rathbone Ethical Bond – for Growth mandate 

reducing government exposure in part and adding to credit. 

 

 

 

 

 



 

 

 

 

 

For more details, please contact Edward Hands, Investment Director: 

Mobile: 07769 263771     

Direct tel: 020 7989 3120 

Email: edward@vintageassetmanagement.co.uk  
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Vintage Asset Management, 7a Wyndham Place, London W1H 1PN  

Tel: 020 7989 3110  www.vintageassetmanagement.co.uk 

Vintage Asset Management Limited is authorised and regulated by the Financial Conduct 

Authority, No. 489408.  

 

 

IMPORTANT NOTICE: Any forecasts, figures, opinions or investment techniques and strategies 

set out, unless otherwise stated, are Vintage Asset Management’s own. They are considered to be 

accurate at the time of writing, but no warranty of accuracy is given and no liability in respect of 

any error or omission is accepted. They may be subject to change without reference or notification 

to you. The views contained herein are not to be taken as an advice or recommendation to buy or 

sell any investment and the material should not be relied upon as containing sufficient 

information to support an investment decision. It should be noted that the value of investments 

and the income from them may fluctuate and investors may not get back the full amount invested.  
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