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Market background 
The third quarter of 2021 saw some mixed returns in equity markets given a level of renewed volatility 
from the impact on bond markets of a higher rate of inflation. The global economy has continued to 
expand although the growth has become more fitful. 
 

Consumer spending has remained resilient and the savings that many people accumulated during the 
lock-downs in the pandemic should drive an important component of economic growth. There have 
been pressures, though, from the persistence of the coronavirus in its various variants and from the 
ending of government support, as well as the increased costs of food and fuel.  
 
Companies and individuals have also been facing a higher tax burden as governments look to reduce 
their significant levels of accumulated debt, still affordable for now when interest rates are minimal. In 
the UK the higher level of National Insurance payments is probably a prelude to other changes. The 
geopolitical complexities remain, mostly from China acting in an increasingly assertive matter over 
Taiwan, while also increasing pressure on business as part of a plan to distribute more widely the 
benefits of recent economic progress. The authorities have also faced challenges in dealing with the 
highly-indebted Evergrande group and a shortage of coal. All this has been perplexing central banks, 
who have mostly maintained their assertion that the increasing rate of inflation in no more than 
transitory, however defined, yet have had to acknowledge that it is running at a higher level and for 
longer than they had first envisaged. Markets may remain volatile while they adjust to the dynamics at 
play, or to other new developments, while there are expectations of reasonable growth in earnings. 

 
Asset allocation 
We have maintained our asset allocation ranges and neutral positioning. We still consider the 
outlook as remaining moderately supportive of risk assets such as equities, although valuations are 
high in some areas of the market. For our MPS Active range we adjusted the asset allocation for 
mandates from Cautious Balanced to Growth, reducing exposure to bonds to the lower end of the 
range and increasing the exposure to equities. 
 

Mandate   Bonds Equities Alternatives Cash 

Cautious Range 40 - 60% 15 - 35% 10 - 30% 0 - 25% 

  Current 42.5% 23% 25.5% 9% 

Cautious Balanced Range 30 - 50% 30 - 50% 10 - 30% 0 - 25% 

  Current 30% 42% 23% 5% 

Balanced Range 20 - 40% 45 - 65% 10 - 30% 0 - 20% 

  Current 20% 57% 18% 5% 

Balanced Growth Range 10 - 30% 60 - 80% 5 - 30% 0 - 20% 

  Current 10% 70% 17.5% 2.5% 

Growth Range 0 - 20% 70 - 90% 0 - 25% 0 - 20% 

  Current 5% 80% 12.5% 2.5% 
 



 
Portfolio changes 
The changes to portfolios reflect some concern over how the higher rate of inflation might prove to 
persist for longer  than central banks currently envisage. We have accordingly taken the exposure 
to fixed income to the lower end of the range for each mandate and increased exposure to equities 
broadly, specifically to more value-oriented or cyclical areas of the market including financials and 
industrials. We have introduced two new positions in the Lightman European fund and the Barings 
ASEAN Frontiers fund, while we have sold the holding in the Janus Henderson China Opportunties 
fund. Within the Sustainable Future range of portfolios we made some switches. We made these 
changes in the re-balancing of model portfolios on 29th October 2021.  

Active range 

Purchases and increased weightings: 

Lighman European – greater exposure to value-oriented areas in Europe 
 
BlackRock World Energy – greater sector exposure for Balanced through to Growth mandates 
 

JPM US Equity Income – greater exposure to US financials for Cautious Balanced and Balanced 

Income 

Sales and reduced weightings: 

iShares UK Gilts All Stocks Index – reducing exposure to low-yielding and longer duration bonds 

for Cautious and Cautious Balanced 

Allianz Strategic Bond – reducing exposure to manage potential volatility 

ASI Money Market – preferring to hold in cash as there is no current net yield in the fund 

Switches 

Janus Henderson China Opportunities to Barings ASEAN Frontiers - favouring south-east Asia 

JP Morgan Macro Opportunities to RM Alternative Income – enhancing yield in Balanced Income 

iShares Index Linked Gilts to Fidelity Global Inflation Linked Bond – increasing exposure to 

inflation-sensitive bonds on a global basis for Cautious Balanced through to Growth 

Sustainable Future range 

Switches 

Foresight UK Infrastructure Income to Foresight Sustainable Real Estate – enhancing 

diversification within the Alternatives allocation 

BMO Responsible Sterling Corporate Bond to Liontrust Sustainable Corporate Bond – enhancing 

yield in Balanced 

M&G Positive Impact to Jupiter Ecology – increasing exposure to the ecology theme  

Gravis Clean Energy Income to Guinness Sustainable Energy – increasing equity sensitivity in 

Growth 



 

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

Mobile: 07592 386 015  Direct tel: 020 7989 3120 Email: edward@vintageassetmanagement.co.uk 

 

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