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Introduction
Thank you for your investment in the Waverton MPS on Platform. We are pleased to provide our report for the second 
quarter of 2022.

Our Portfolio Range
We manage portfolios across the risk spectrum, from defensive through to equity portfolios. Our platform based 
portfolios are available exclusively to clients of financial advisers to provide a cost effective and efficient means of 
investment. 

Our portfolio range is shown below:

Our Investment Approach
With the exception of the Equity portfolio, the portfolios invest in a diversified range of assets which seek consistent, 
less volatile returns when compared to the market. This involves blending a variety of different asset classes so that the 
portfolio participates in some of the upside in rising equity markets, but also aims to limit some of the downside when 
markets are falling. 

Waverton has an active approach to investing both at the asset allocation and fund selection level. In terms of asset 
allocation the strategic positions are constantly reviewed and tactically adjusted according to market conditions. Our 
tactical asset allocation is driven by the Waverton Asset Allocation Committee which meets every six weeks or more 
frequently, if required, and ensures portfolios are managed in accordance with their long-term objectives but also with 
a degree of latitude, particularly important as Waverton is a house which is flexible and pragmatic and does not seek to 
‘hug’ benchmarks.

The portfolio’s asset allocation is implemented by weightings to our asset class wrappers specifically created and 
managed for this purpose.  Each fund provides focussed access to one of the major asset classes of global equities, 
fixed income and alternative investments.  Importantly, the funds are managed on a complementary basis with the aim 
of controlling the duplication of underlying holdings and risk of the overall portfolio. The use of these funds provides 
diversification benefits, with a broad range of holdings within each fund, and tax efficiencies.

All portfolios are constantly monitored to ensure that they are consistent with the original mandate, our house view 
and the risk parameters of the portfolio. 

*Given the unprecedented interest rate and monetary policy environment, the range of outcomes is likely to be high. 
**Absolute Return Index: 66.6% HFRX Global Hedge Fund Index, 33.3% ICE BofA 1-3 Year UK Broad Market Index.

Risk Descriptions* Explanation

High volatility A high risk of significant losses in the short to medium term

Volatile A high risk of losses in the short to medium term

Medium volatility; 
diversified

A significant risk of some loss over the short to medium term, moderated through 
asset class diversification

Medium volatility; highly 
diversified

Risk of meaningful losses is moderated though a high degree of diversification 
across asset classes 

Low volatility; highly 
diversified

Risk of modest losses, the impact of which will be limited by a high degree of asset 
class diversification

Reference Indices
Weighted according to mandate type

Equities MSCI AC World Index

Fixed 
Income

ICE BofA UK Gilt Index 
ICE BofA Sterling Corporate Index

Alternatives
S&P Real Assets Index (Hedged) 

Absolute Return Index**

Cash ICE GBP SONIA 1 Month

Mandate Risk Description* Time Horizon
Indicative Volatility of Returns

Indicative Long Term Return*
Historic Band

Equity High volatility 8 years 16 8 - 23 CPI + 4.5%

Growth Volatile 7 years 12 6 - 16 CPI + 3.5%

Balanced
Medium volatility;  

diversified
6 years 10 5 - 14 CPI + 3.0%

Cautious
Medium volatility; highly 

diversified
5 years 8 4 - 12 CPI + 2.5%

Defensive Low volatility; highly diversified 4 years 6 3 - 10 CPI + 2.0%

Conservative Low volatility 3 years 5 2 - 9 CPI + 1.5%
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Market Perspectives

 
THE LAST QUARTER...

 – Stock markets fall – led by the US (-16.1%), which experiences its worst start to the year since the Great 
Depression.

 – Bonds are also down (e.g. gilts -7.8%), resulting in their worst January to June on record.

 – The US Federal Reserve raises rates by the largest increment in 28 years – 0.75%.

 – The Bank of England pushes interest rates to their highest level since 2009.

 – Russia defaults on its debt, but the rouble closes up 50% on the quarter versus the US dollar.

 – Consumer price inflation in both the US and the UK hits its highest level since 1982.

 – US dollar soars – up 11.9% relative to the yen and 8.4% versus sterling.

 – OECD Global Confidence Indicator falls to its lowest level since 2009.

“The cost of living in this country has risen during the last few years out of all proportion to the 
increase in the rate of most salaries and wages.”

Theodore Roosevelt, August 1912.
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OUTLOOK FOR INTEREST RATES / BONDS

Source: Ryan Labs, Bloomberg, Waverton. Data as at 30.06.22.

Yield rise... 

Fixed income has been caught between two opposing forces 
this quarter. On the one hand, inflation has surged higher and 
lasted longer than the market was pricing in, making bonds 
comparatively less attractive. On the other hand, the uncertainty 
in equity markets and the wider economy have led to some 
investors seeking safety in bonds. The upshot has been that 
bond market conditions have been a lot more unstable in recent 
months, as the MOVE index – a proxy for the volatility of the 
bond market – illustrates. Yields have also risen markedly since 
the end of March, with the US 10-year government bond yield 
jumping from 2.3% at the beginning of the period to a high of 
3.5% on June 14. These conditions have led the US 10-year 
Treasury to have its worst start to the year for over 40 years, 
falling in value by 13.3% in the first half of 2022.

...as inflation soars...

Although the genesis of the inflation seems to have been the 
lockdowns, disruptions and monetary stimuli of the pandemic, 
it has been compounded by the Russian invasion of Ukraine, 
which has damaged the production and supply of food and 
energy. Whilst there are some elements of the inflationary 
cocktail that do seem likely to recede over the coming months, 
there is evidence from various sources that the phenomenon is 
becoming more widespread and potentially more entrenched. 
There is less consensus than usual on what the coming periods 
will bring, with some analysts forecasting inflation to fall back 
but remain stubbornly higher than pre-pandemic, while others 
feel that inflation will fall sharply as supply chain issues resolve, 
consumer spending falls, stimulus reverses and the annual 
comparisons become more favourable.     
    
...but yields are still negative.

US consumer price inflation (CPI) came in at 8.7% in May – 
significantly above expectations and disproving the idea that the 
March data would represent the peak. RPI in the UK reached a 
40 year high at 11.7% in the May data, and the Bank of England 
has warned it is likely to go higher still in the short term. 
Through the year central banks have been tightening monetary 
policy, with the Federal Reserve recently increasing their policy 
rate by 75bp, shortly after the May CPI data was released – the 
first time that they have hiked by such a large increment since 
1994. The actions of central banks remain key to the movements 
of most asset classes – it is little coincidence that world equity 

markets peaked in November, around the time that the Federal 
Reserve raised the prospect of Quantitative Tightening (QT). 
Indeed, the shift from Quantitative Easing to QT seemed very 
late, with inflation running at 8.5% by the time that the FOMC 
withdrew the stimulus in March. In theory QT is not favourable 
for bonds – it implies that central banks are slowly reducing their 
balance sheets, and that the bonds they were holding are coming 
back into public circulation. This increase in supply, coupled with 
the fact that most developed economies are still running budget 
deficits and issuing more bonds to fund their borrowing, means 
that the market needs to be able to absorb a large amount 
of government debt to avoid yields rising. Although very high 
levels of national debt are a potential issue for growth in the 
future, the fact that real yields are, for the moment, still negative 
means that this issue is likely to be less pernicious than it would 
otherwise be.

The yield curve is flattening.

With inflation running as high as it is, and central banks trying 
to get on top of the problem, markets have started to price in 
significant increases in the Fed Funds rate – we saw 125bp of 
hikes in Q2, and the market anticipates more. This has forced 
the short end of the yield curve up faster than the long end, 
and at the beginning of the quarter the headline 10 year - 2 year 
yield curve inverted, albeit only slightly and only for three days. It 
subsequently recovered a little, before flattening again in the last 
few weeks of June. This inversion has historically been a reliable 
indicator of economic slowdowns on the horizon.    

Government bonds may become a safe haven again; credit is 
becoming more risky..  

Given that some economic weakness may be ahead, we feel it 
is likely that credit spreads will widen – this can already be seen 
in some areas of the corporate market and in the European 
periphery, for example. Defaults are also likely to increase 
as interest costs rise, consumer spending slows and financial 
conditions tighten, so we are exercising extreme caution on our 
credit exposure. That said, the rise in yields has led to some 
attractive opportunities. Government bonds are also cheaper 
now and, particularly at the long end, they are still seen to 
be a safe haven asset, and likely to appreciate if the economy 
wobbles.

10 Year US Treasury Total Returns 
rolling two-quarters
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OUTLOOK FOR EQUITIES

The riskiest assets are bearing the brunt of this downturn.

In June, the MSCI All Country World Index closed more 
than 20% (in dollar terms) below its recent high, crossing the 
threshold normally assigned to the definition of a bear market. 
As of the end of June, the market has seen its worst start to a 
year for more than half a century. While this fall has been painful, 
it has also been comparatively orderly. Market volatility has risen, 
as it tends to during a sell off, but it has not jumped sharply as 
it did during the financial crisis and the initial panic of the Covid 
pandemic. The weakness has been most pronounced in the 
most speculative areas of financial markets, with areas such as 
cryptocurrencies, NFTs, SPACs and meme stocks bearing the 
brunt of the sell-off. The rise in interest rates (both enacted and 
expected) has been the major factor in the fall in equity prices 
year to date. The US central bank signalled in November 2021 
that there was financial tightening to come, and equity prices 
peaked at around that point. The rise in interest rates has been 
most damaging to growth stocks, where their expected future 
cash flows are now being discounted to the present at a more 
punitive rate. The damage has been partially masked, however, 
by a sharp rally in energy stocks as beneficiaries of the increase 
in oil and gas prices.   

Falling earnings are now a greater risk than valuation downside.

Much of the harm to equity markets thus far has been due to 
compression in valuations – largely as a response to higher 
interest rates. Whereas at the start of the year the MSCI ACWI 
was trading at a prospective price-to-earnings ratio of around 
18x, this has now fallen to 14x and prices have fallen accordingly. 
In recent weeks the growth/value divergence has become less 
pronounced, and share prices are no longer falling because of 
rising interest rates, but also because of rising concerns over 
economic growth.
   
We expect to see margin pressure.

Early in July companies will begin their quarterly reporting cycle 
and we believe the downside risk to earnings expectations 
for the second half of the year is high, potentially putting 
further pressure on equity markets in the near term. At the 
time of writing, aggregate earnings forecasts have remained 
remarkably stable – but this masks huge variations by sector. 
For example, consumer discretionary stocks have already seen 
large downgrades, whereas oil companies have seen significant 
upgrades to forecasts. Against a backdrop of persistent inflation, 
rising financing costs and slowing demand, however, we expect 
to see incremental margin pressure going forwards, bringing 

aggregate earnings expectations lower. It is worth noting that 
US companies with large overseas operations will also face a 
significant currency headwind given the sharp rally in the dollar 
index year to date.

Not all recessions are equal...

The rapid rise in inflation and the financial tightening that seeks 
to contain it, have combined to raise expectations of a recession 
in the near future. Consumers are seeing the price of their 
essential purchases – food and energy particularly – rising faster 
than their incomes and there are signs that they are substituting 
purchases to lower-cost alternatives or forgoing these purchases 
entirely. If enough consumers start to spend less money, we 
could see further lowering of economic growth expectations. 
It is hard to get a good read on the strength of the financial 
position of consumers currently, and, as is often the case, the 
headline data can disguise ruptures within. European consumers 
potentially face a particularly difficult winter, given their reliance 
on imported energy from Russia. Central banks are therefore in 
an unenviable position – they are trying to quell inflation in the 
face of potentially worsening economic conditions, hoping for 
a ‘soft landing’. For now, though, a global recession is not our 
base case expectation for the next 12 months. Even if there is a 
technical recession, not all recessions are created equal: there is 
a marked difference between a recession where nominal growth 
remains positive, and one where there is outright nominal 
contraction.

...and good companies should still prosper.

As with the fixed income markets, a lot seems to be riding 
on the actions of the central banks – particularly the Federal 
Reserve – and the real-world impact of their decisions. A 
world of higher interest rates should be a good environment 
for active investors relative to passive funds – the opposite to 
what we saw in recent history as interest rates were falling. 
We anticipate that high quality companies – those with the 
proven ability to produce and grow free cash flows, alongside 
strong balance sheets – will be the most likely to prosper in this 
environment, as more speculative companies struggle to justify 
their valuations, especially those reliant on external capital to 
fund their growth. Our stock selection criteria have served us 
well to date and we continue to believe strongly in the benefits 
of an active approach. We expect markets to remain volatile but 
are seeing a growing number of potential opportunities in areas 
where we believe much of the bad news has already been priced 
in. 

Source: FactSet. Data as at 30.06.22.
Written by Algernon Percy and Tom Traill

Bitcoin price (USD)
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Portfolio Commentary
The second quarter of 2022 was a particularly grizzly one for most asset classes. Gilts fell by 7.9% and global equities 
gave up 8.6%. The portfolios struggled in this environment and delivered negative returns of between -5.2% and -8.2%.

 
Fixed income 
During the quarter, the Waverton Sterling Bond Fund provided a return of -6.7% while the benchmark (ICE BofA UK 
Gilt) returned -7.9%.

Bond markets have continued to punish investors for the excesses of monetary policy post the global financial crisis. 
During H1 2022, the benchmark ICE BofA Gilt index declined 14.7%, its worst start to a year as far back as our records 
go (1986).

Inflation continues to be more persistent than forecast and, having initially dismissed it as transitory, central banks are 
playing catch up to curb rising prices. However, it now appears The Federal Reserve are again being complacent, this 
time regarding the risk of a recession. A soft landing is looking increasingly doubtful.

Our appreciation of the risk of an economic slowdown following the invasion of Ukraine was probably a little early, but 
our conviction that the global economy will slow continues to increase. The Federal Reserve Bank of Atlanta’s latest 
GDPNow forecast (a running estimate of real GDP growth based on available economic data for the current quarter) 
has fallen to -2.1% and many economic indicators are now showing signs of stress.

In the short term, downside risk continues to dominate our thinking, with liquidity being the looming issue as investors 
run for cover. We fear increased stress in credit markets with companies unable to refinance at attractive rates and 
investors (including central banks) less eager to invest. Therefore, we expect government bonds to re-attain a safety 
premium - yields should fall, and yield curves should flatten (possibly invert). We have positioned the Fund to benefit 
from this, ending the month with a duration of 8.7 years - mostly coming from government bonds.

In the medium term, assuming that inflation starts to fall, and policy makers are able to prioritise growth over inflation, 
we think credit markets can recover strongly, especially from these lower levels. We see very attractive yields in our 
credit exposure and are waiting for the right moment to take advantage of that medium-term opportunity.

 
Equities 
The Strategic Equity Fund fell 9.2%, underperforming the MSCI AC World Index which returned -8.6%. The Fund’s 
quality bias continued to be a headwind, but this moderated through the quarter and quality outperformed in June as 
recessionary fears encourage investors to focus on the ability to protect profitability, consider the sensitivity of revenues 
to the economic cycle, and the level of financial and operational gearing.

We are also seeing some evidence to suggest that the Q2 earnings results may not be as bad as feared, but the 
environment is changing rapidly, and the outlooks provided by companies may well begin to reflect market concerns. 
Based on early earnings releases, one trend we are fairly confident in is that businesses which cannot grow revenues will 
find it very difficult to protect their margins given current cost pressures.

Although it feels as though the pressure on the consumer is finally translating into slowing spending, it is worth noting 
that this is not yet a “collapse”. However, as pressure rises on consumer wallets, the fighting between retailers and 
suppliers could intensify and we continue to prefer consumer companies with significant power within their supply 
chains which should help them protect margins relative to their peers.

The wage-price spiral is a key concern of central banks and unionised labour in particular is likely to continue trying to 
increase its share of the economy. However, early signs of rising redundancies may mean that wages across the economy 
may not inflate as much as feared and help prevent structural inflation taking hold. Rising unemployment is probably the 
measure which will test global central bank’s resolve to keep raising interest rates.

As with last quarter, the uninspiring conclusion is that there remains a lot of uncertainty. Given all of this, we are 
focused on trying to compare the market price of our current and watchlist holdings to identify discrepancies in our 
expectations versus the market; many of these centre around our ability to take a long term view.

A key part of determining whether a company can survive a bad recession and higher financing costs is covered in our 
investment process, but we have conducted a review of our holdings’ liquidity and solvency needs, as well as pricing 
power and at present we do not believe any of our businesses are at risk of failure. We hope that the market will begin 
to recognise quality (as it appears to have started to in June) and this may help us outperform in the second half of the 
year.
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As at 30 June 2022.

Risk Warning: The above should be used as a guide only.  It is based on our current view of markets and is subject to change.  It should not be considered a solicitation to buy 
or an offer to sell a security. Past performance is no guarantee of future performance. Yields on investments may fall or rise dependent on the performance of the underlying 
investment and more specifically the performance of financial markets. As such, no warranty can be given that the expressed yields will consistently attain such levels over any 
given period. Capital security is not guaranteed. The figures are for illustration purposes only.

Absolute return 
A lacklustre quarter for the Absolute Return Fund saw it fall 1.2%. Over the quarter, both absolute return strategies 
and specialist fixed income delivered negative contribution to performance, but there are grounds for optimism from 
this area of the Fund and we have been adding recently, given the value on offer following both short term rates rises 
and spread widening on high quality investment grade short duration debt. The structured opportunities component, in 
aggregate, contributed positively due to its positioning for the negative conditions that are currently prevailing.

 
Real assets 
Having had a positive first five months of the year, June was a poor month for the Real Assets Fund which led to a 
decline of 5.6% over the quarter. Three major headwinds arose over June in particular; commodity markets reversed 
course, having been strong YTD as recessionary fears mounted, UK REITS suffered from rising rates, slowing economic 
growth and poor UK market sentiment, while discounts across the investment company sector widened as equities 
markets declined.

While June performance in particular has been disappointing, this does make prospective returns look more appealing. 
The investment companies held in the Fund now trade at 2% weighted average discount and we estimate the Fund has 
a c.10% IRR prospective return, both of which appear more attractive than at the start of the year. The Fund feels well 
positioned with a range of core inflation-linked assets across property and infrastructure, mainly floating rate exposure 
across the specialist lending names, attractive asset finance holdings and commodity exposure, expressed through 
energy and green metals.

We remain very grateful for the support of our investors, and we hope that we can reward this patience over the long 
term by capitalising on the opportunities the market may be about to present us.

---

The recent sharp move upward in government bond yields seems to imply that Omicron presents no significant risk 
to the global economic recovery. While this may be correct, there is certainly a risk that Omicron, or indeed a future 
variant, could still create disruption to the global economy. Meanwhile, inflation expectations remain well above central 
bank targets, which creates the likelihood that policy makers will continue to be in catch-up mode. The question is 
whether policy makers can catch up without derailing the economic recovery. Higher rates and the end of quantitative 
easing creates uncertainty, and we expect periods of volatility ahead. With this in mind, we are moderately underweight 
equities and have been increasing our protections across the portfolios. Vigilance and active management will be the key 
to navigating the next phase of the cycle.
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Portfolio Performance
Performance to 30 June 2022

Growth Q2 22 YTD 2021 2020 2019 2018 2017
1 

Year
3 

Years
5 

Years
10 

Years

Waverton Model (%) -8.2% -11.9% 16.1% 13.6% 16.5% -5.6% 10.9% -6.2% 20.9% 34.9% 123.5%

CPI+3.5% (%) 4.0% 6.7% 8.9% 4.2% 4.8% 5.9% 6.6% 12.1% 23.8% 38.3% 84.2%

ARC Sterling Steady Growth PCI* (%) -7.4% -11.2% 10.2% 4.6% 15.0% -5.6% 9.4% -7.7% 6.4% 15.6% 72.8%

 

Balanced Q2 22 YTD 2021 2020 2019 2018 2017
1 

Year
3 

Years
5 

Years
10 

Years

Waverton Model (%) -7.4% -10.6% 13.8% 12.2% 14.6% -4.9% 9.4% -5.6% 18.3% 29.9% 103.3%

CPI+3.0% (%) 3.9% 6.4% 8.4% 3.7% 4.3% 5.4% 6.1% 11.6% 22.0% 35.0% 75.7%

ARC Sterling Steady Growth PCI* (%) -7.4% -11.2% 10.2% 4.6% 15.0% -5.6% 9.4% -7.7% 6.4% 15.6% 72.8%

 

Cautious Q2 22 YTD 2021 2020 2019 2018 2017
1 

Year
3 

Years
5 

Years
10 

Years

Waverton Model (%) -6.4% -9.1% 11.0% 10.3% 11.7% -4.0% 7.9% -4.9% 14.8% 23.4% 80.0%

CPI+2.5 (%) 3.7% 6.2% 7.9% 3.2% 3.8% 4.9% 5.7% 11.1% 20.3% 31.9% 67.5%

ARC Sterling Balanced Asset PCI* (%) -6.3% -9.4% 7.6% 4.3% 11.7% -5.1% 6.7% -6.6% 4.9% 11.0% 52.7%

 

Defensive Q2 22 YTD 2021 2020 2019 2018 2017
1 

Year
3 

Years
5 

Years
10 

Years

Waverton Model (%) -5.6% -8.0% 8.7% 9.0% 9.2% -3.4% 6.6% -4.4% 12.0% 17.8% 61.8%

CPI+2.0% (%) 3.6% 5.9% 7.4% 2.7% 3.3% 4.4% 5.2% 10.6% 18.6% 28.8% 59.7%

ARC Sterling Cautious PCI* (%) -4.4% -6.9% 4.2% 4.2% 8.1% -3.6% 4.5% -5.2% 3.3% 7.3% 33.0%

 

Conservative Q2 22 YTD 2021 2020 2019 2018 2017
1 

Year
3 

Years
5 

Years
10 

Years

Waverton Model (%) -5.2% -7.7% 7.4% 8.6% 8.1% -3.2% 5.2% -4.6% 10.2% 14.6% -

CPI+1.5% (%) 3.5% 5.7% 6.9% 2.1% 2.8% 3.6% 4.4% 10.1% 16.9% 25.7% 52.9%

Period 1 Year to 30/06/2022 30/06/2021 30/06/2020 30/06/2019 30/06/2018

Model Growth % -6.2% 22.1% 5.6% 4.2% 7.1%

Model Balanced % -5.6% 18.7% 5.6% 3.9% 5.8%

Model Cautious % -4.9% 14.6% 5.3% 3.3% 4.0%

Model Defensive % -4.4% 11.3% 5.2% 2.6% 2.6%

Model Conservative % -4.6% 9.7% 5.3% 2.6% 1.4%

Inception date for Growth, Balanced, Cautious and Defensive: 31.12.2011

Inception date for Conservative: 31.12.2013

Performance is taken from internally derived Waverton figures. It is based on the performance of the underlying holdings for each model portfolio and takes into account 

any asset allocation changes made during the period. Figures are calculated on a total return basis, net of an average fee of 0.5% per annum to 31March 2014 and 0.4% per 

annum thereafter. The performance does not allow for platform charges such as trading charges. 

CPI+ Indicative Long Term Return Growth Balanced Cautious Defensive Conservative

to 31 December 2016 4.5% 4.0% 3.5% 3.0% 2.5%

From 1 January 2017 3.5% 3.0% 2.5% 2.0% 1.5%

*ARC PCI returns are estimated as at 31.12.21 and calculated on a net of fees basis. Please see Asset Risk Consultant methodology on page 17. Please note the ARC PCI will 
include Managed Portfolio Service (MPS) Portfolios but also non-Managed Portfolio Service portfolios that are directly invested.

Risk Warning: The figures are for illustration purposes only. Past performance is no guarantee of future results and the value of such investments and the income from them 
may fall as well as rise. Investors may not get back their initial investment. Capital security is not guaranteed. 

Source:  Waverton, Morningstar.
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Performance Summary
Performance one year to 30 June 2022

Inception date for Growth, Balanced, Cautious and Defensive: 31.12.2011
Inception date for Conservative: 31.12.2013

Figures are calculated on a total return basis, net of an average fee of 0.5% per annum to 31 March 2014 and 0.4% per annum thereafter. The performance does not 
allow for platform charges such as trading charges. 

Risk Warning: Past performance is no guarantee of future results and the value of such investments and the income from them may fall as well as rise, you may not 
get back your initial investment, capital security is not guaranteed.  
 
Source: Waverton, Morningstar.

Performance since inception to 30 June 2022
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Portfolio Holdings
Portfolio Positioning
Waverton Fund Growth Balanced Cautious Defensive Conservative

Sterling Bond Fund 7.5% 14.2% 23.2% 27.7% 30.6%

Strategic Equity Fund 75.8% 59.4% 39.0% 25.5% 21.0%

Absolute Return Fund 1.8% 9.4% 17.4% 25.5% 30.6%

Real Assets Fund 12.9% 15.0% 18.4% 19.3% 21.0%

Cash 2.0% 2.0% 2.0% 2.0% 2.0%

Total 100.0% 100.0% 100.0% 100.0% 100.0%

Underlying Portfolio Exposure (look-through)
Asset Class Growth Balanced Cautious Defensive Conservative

Fixed Income 7.0% 13.3% 21.8% 26.0% 28.7%

Equity 69.4% 54.4% 35.7% 23.3% 19.2%

Absolute Return 1.7% 8.8% 16.3% 23.8% 28.5%

Real Assets 12.3% 14.3% 17.5% 18.3% 15.1%

Hedging 1.7% 1.6% 1.4% 1.4% 1.3%

Cash 8.0% 7.7% 7.3% 7.1% 7.1%

Total 100.0% 100.0% 100.0% 100.0% 100.0%
As at 30.06.2022.   Source Waverton

Our portfolios are constructed using four specialist funds which are managed specifically to form the building blocks of 
each portfolio. The four specialist funds are; Waverton Sterling Bond Fund, Waverton Strategic Equity Fund, Waverton 
Absolute Return Fund and Waverton Real Assets Fund.  We believe this approach has a number of advantages, one of 
which is that it allows access to the best ideas from the entire marketplace within each fund. More details of each fund 
are shown below. 

N.B. Equity portfolio launched January 2022 and will be included in Q1 2023 report.

Waverton Sterling Bond Fund
The investment objective of the Waverton Sterling Bond Fund is to achieve capital growth and income through 
investment in UK and international government and corporate bonds.  The Fund uses some degree of flexibility in 
its allocation to duration, credit and currency in order to achieve its investment objectives.  Investment decisions are 
fundamentally driven using a combination of quantitative analysis with qualitative judgement calls. Derivative instruments 
are also utilised to manage risk. 

Important Note: The Sterling Bond Fund provides an ongoing yield in addition to the opportunity for capital growth. 
It is an important part of the overall return and is included within the portfolio performance reported by Waverton. 
However, it is important to note that some third party Platforms do not include the yield when reporting the portfolio 
performance because the yield is paid out before being reinvested.  In these cases the Platforms understate the 
performance of the Sterling Bond Fund and Waverton portfolios.

Waverton Strategic Equity Fund
The investment objective of Waverton Strategic Equity Fund is to achieve capital growth and income through investment 
of up to 100% of its Net Asset Value in international equities either by way of direct investment or through the use of 
collective investment schemes to provide exposure to the underlying asset class.

Waverton Absolute Return Fund
The Fund aims to stabilise portfolio returns. It targets a positive, above cash return in all market conditions in any rolling 
12 month period but with very low volatility. It seeks to have a low risk of large drawdowns and, therefore, to provide 
the portfolios with some protection in times of market sell-offs.

Waverton Real Assets Fund
The Fund seeks to provide diversification from traditional assets classes and generate a long term real return through a 
combination of both capital and income. Real Assets are predominantly businesses backed by physical or tangible assets, 
often with inflation linked cash flow streams, designed to provide a real total return over the medium-to-long-term.
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Growth Balanced Cautious Defensive Conservative

Waverton Sterling Bond Fund 7.0% 13.3% 21.8% 26.0% 28.7%

Top 10 Positions Sector

UK Gilt Government 2.1% 4.0% 6.5% 7.8% 8.6%

US Long Treasury Government 0.5% 1.0% 1.6% 1.9% 2.1%

BNP Financial 0.2% 0.3% 0.6% 0.7% 0.7%

Goldman Sachs Financial 0.2% 0.3% 0.5% 0.6% 0.6%

Electricite de France Utilities 0.1% 0.3% 0.4% 0.5% 0.6%

Standard Chartered Financial 0.1% 0.2% 0.4% 0.4% 0.5%

Phoenix Group Holdings Financial 0.1% 0.2% 0.4% 0.4% 0.5%

HSBC Financial 0.1% 0.2% 0.3% 0.4% 0.5%

AAC Technologies Information Technology 0.1% 0.2% 0.3% 0.4% 0.5%

Romania Government Government 0.1% 0.2% 0.3% 0.4% 0.5%

Credit Risk Investment Grade

AAA Investment Grade 0.7% 1.3% 2.1% 2.5% 2.7%

AA Investment Grade 2.3% 4.4% 7.2% 8.6% 9.5%

A Investment Grade 0.5% 0.9% 1.4% 1.7% 1.9%

BBB Investment Grade 2.5% 4.7% 7.7% 9.2% 10.1%

BB Non Investment Grade 0.9% 1.8% 2.9% 3.5% 3.9%

B Non Investment Grade 0.1% 0.3% 0.4% 0.5% 0.6%

NR Non Investment Grade 0.1% 0.1% 0.2% 0.3% 0.3%

Cash Cash 0.4% 0.8% 1.3% 1.5% 1.7%

Sector

Government 3.2% 6.0% 9.8% 11.7% 13.0%

Financial 1.8% 3.5% 5.7% 6.8% 7.5%

Industrial 0.7% 1.2% 2.0% 2.4% 2.7%

Utilities 0.6% 1.1% 1.8% 2.1% 2.4%

Energy 0.4% 0.7% 1.2% 1.4% 1.5%

Communications 0.3% 0.6% 1.0% 1.2% 1.3%

Consumer 0.1% 0.2% 0.3% 0.3% 0.3%

Basic Materials 0.0% 0.1% 0.1% 0.1% 0.1%

Cash 0.4% 0.8% 1.3% 1.5% 1.7%

Hedging 0.0% 0.1% 0.1% 0.2% 0.2%

Waverton Model Portfolio Fixed Income Characteristics

Credit Rating Sector Exposure

As at 30.06.2022. Risk warning: The above is for example purposes only and should not be considered a solicitation to buy or an offer to sell a security. Source: 
Waverton.
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Waverton Model Portfolio Equity Characteristics

Source: Waverton. As at 30.06.2022. 

Weightings may not sum to 100% due to rounding. The table and charts above represent a look-through into the estimated equity weightings for the Waverton 
Model Portfolios excluding any hedging or cash held within the Fund.

The above is for example purposes only and is subject to change.

Growth Balanced Cautious Defensive Conservative
Waverton Strategic Equity Fund 75.8% 59.4% 39.0% 25.5% 19.9%

UK Equities 7.4% 5.8% 2.5% 2.5% 2.0%

North American Equities 37.2% 29.1% 12.5% 12.5% 10.3%

Continental European Equities 7.1% 5.5% 2.4% 2.4% 2.0%

Asia Pacific ex Japan Equities 9.3% 7.3% 3.1% 3.1% 2.6%

Japanese Equities 3.7% 2.9% 1.2% 1.2% 1.0%

Emerging Market Equities 2.6% 2.0% 0.9% 0.9% 0.7%

Global Equities 2.3% 1.8% 0.8% 0.8% 0.6%

Waverton Strategic Equity
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Waverton Model Portfolio Equity Holdings

Growth Balanced Cautious Defensive Conservative

Waverton Strategic Equity Fund - Direct Holdings 58.7% 46.0% 30..2% 19.7% 16.3%

Stock Region 4.5% 3.5% 2.3% 1.5% 1.5%

AstraZeneca UK Equities 1.2% 1.0% 0.6% 0.4% 0.3%

London Stock Exchange UK Equities 0.7% 0.5% 0.3% 0.2% 0.2%

Diageo UK Equities 0.5% 0.4% 0.3% 0.2% 0.1%

Anglo American UK Equities 0.5% 0.4% 0.3% 0.2% 0.1%

Shell UK Equities 0.5% 0.4% 0.2% 0.2% 0.1%

RELX UK Equities 0.3% 0.3% 0.2% 0.1% 0.1%

Stock Region 36.9% 28.9% 19.0% 12.4% 10.2%

Microsoft North American Equities 2.2% 1.7% 1.1% 0.7% 0.6%

Alphabet North American Equities 1.8% 1.4% 0.9% 0.6% 0.5%

Apple North American Equities 1.8% 1.4% 0.9% 0.6% 0.5%

Thermo Fisher Scientific North American Equities 1.8% 1.4% 0.9% 0.6% 0.5%

Chevron North American Equities 1.7% 1.3% 0.9% 0.6% 0.5%

Qualcomm North American Equities 1.4% 1.1% 0.7% 0.5% 0.4%

Synopsys North American Equities 1.2% 1.0% 0.6% 0.4% 0.3%

Old Dominion Freight Line North American Equities 1.2% 0.9% 0.6% 0.4% 0.3%

Intuit North American Equities 1.2% 0.9% 0.6% 0.4% 0.3%

Other (34 Positions) North American Equities 22.7% 17.8% 11.7% 7.6% 6.3%

Stock Region 7.1% 5.5% 3.6% 2.4% 2.0%

Linde Continental European Equities 0.9% 0.7% 0.4% 0.3% 0.2%

Inditex Continental European Equities 0.8% 0.6% 0.4% 0.3% 0.2%

Siemens Continental European Equities 0.8% 0.6% 0.4% 0.3% 0.2%

Svenska Handelsbanken Continental European Equities 0.8% 0.6% 0.4% 0.3% 0.2%

LVMH Moet Hennessy Continental European Equities 0.7% 0.6% 0.4% 0.2% 0.2%

Iberdrola Continental European Equities 0.7% 0.6% 0.4% 0.2% 0.2%

Amadeus IT Group Continental European Equities 0.6% 0.5% 0.3% 0.2% 0.2%

Technip Energies Continental European Equities 0.5% 0.4% 0.3% 0.2% 0.1%

Beiersdorf Continental European Equities 0.5% 0.4% 0.3% 0.2% 0.1%

Other (2 Positions) Continental European Equities 0.8% 0.6% 0.4% 0.3% 0.2%

Stock Region 3.7% 2.9% 1.9% 1.2% 1.0%

Hitachi Japanese Equities 1.0% 0.7% 0.5% 0.3% 0.3%

Toyota Japanese Equities 0.8% 0.6% 0.4% 0.3% 0.2%

KDDI Japanese Equities 0.8% 0.6% 0.4% 0.3% 0.2%

Asahi Japanese Equities 0.7% 0.6% 0.4% 0.2% 0.2%

Kobe Bussan Japanese Equities 0.4% 0.3% 0.2% 0.1% 0.1%

Stock Region 7.3% 5.8% 3.8% 2.5% 2.0%

United Overseas Bank Asia Pacific ex Japan Equities 1.4% 1.1% 0.7% 0.5% 0.4%

AIA Group Asia Pacific ex Japan Equities 1.2% 1.0% 0.6% 0.4% 0.3%

Yum China Holdings Asia Pacific ex Japan Equities 1.1% 0.9% 0.6% 0.4% 0.3%

Taiwan Semiconductor Manufacturing Asia Pacific ex Japan Equities 1.0% 0.8% 0.5% 0.4% 0.3%

Samsung Electronics Asia Pacific ex Japan Equities 0.8% 0.7% 0.4% 0.3% 0.2%

NetEase Asia Pacific ex Japan Equities 0.8% 0.6% 0.4% 0.3% 0.2%

Link Real Estate Investment Trust Asia Pacific ex Japan Equities 0.6% 0.5% 0.3% 0.2% 0.2%

Northern Star Resources Asia Pacific ex Japan Equities 0.3% 0.2% 0.1% 0.1% 0.1%

Source: Waverton. As at 30.06.2022. 

The above is for example purposes only and is subject to change. It should not be considered a solicitation to buy or an offer to sell a security. 
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Growth Balanced Cautious Defensive Conservative

Waverton Strategic Equity Fund - Collective Holdings 17.1% 13.4% 8.8% 5.8% 4.7%

Fund Region

Protection Strategy (Luminis) Hedging 1.3% 1.1% 0.7% 0.5% 0.4%

Ashoka India Opportunities Fund Emerging Market 1.2% 1.0% 0.6% 0.4% 0.3%

Fidelity China Special Situations Asia ex Japan 1.2% 0.9% 0.6% 0.4% 0.3%

TM CRUX UK Special Situations Fund United Kingdom 1.1% 0.9% 0.6% 0.4% 0.3%

TT Environmental Solutions Fund Global 1.0% 0.8% 0.5% 0.3% 0.3%

FTSE 100 Supertracker (150%) United Kingdom 0.9% 0.7% 0.5% 0.3% 0.2%

Prusik Asian Equity Income Asia ex Japan 0.7% 0.6% 0.4% 0.2% 0.2%

Redwheel Global Emerging Markets Fund Emerging Market 0.7% 0.5% 0.3% 0.2% 0.2%

iShares Core FTSE 100 Fund United Kingdom 0.7% 0.5% 0.3% 0.2% 0.2%

Molten Ventures Global 0.6% 0.5% 0.3% 0.2% 0.2%

Bellevue Healthcare Global 0.6% 0.5% 0.3% 0.2% 0.2%

Liontrust UK Micro Cap Fund United Kingdom 0.5% 0.4% 0.3% 0.2% 0.1%

Ashoka India Investment Trust Emerging Market 0.4% 0.3% 0.2% 0.1% 0.1%

HG Capital Trust United Kingdom 0.3% 0.2% 0.2% 0.1% 0.1%

Dragon Capital Group Vietnam 
Enterprise Investment 

Emerging Market 0.3% 0.2% 0.1% 0.1% 0.1%

Driehaus US Micro Cap Equity Fund North America 0.3% 0.2% 0.1% 0.1% 0.1%

Schiehallion Global 0.1% 0.1% 0.1% 0.0% 0.0%

RTW Venture Fund Limited United Kingdom 0.2% 0.1% 0.1% 0.1% 0.0%

Cash Cash 5.1% 4.0% 2.6% 1.7% 1.4%

Waverton Model Portfolio Equity Holdings Continued

Source: Waverton. As at 30.06.2022   
The above is for example purposes only and is subject to change. It should not be considered a solicitation to buy or an offer to sell a security. 
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Waverton Model Portfolio Alternatives Holdings
Growth Balanced Cautious Defensive Conservative

Waverton Absolute Return Fund 0.1% 0.5% 0.9% 1.3% 1.6%

Top 10 Holdings Sector

MontLake Dunn Absolute Return Strategies 0.1% 0.8% 1.4% 2.0% 2.4%

Alpine Merger Arbitrage Fund Absolute Return Strategies 0.1% 0.7% 1.4% 2.0% 2.4%

MontLake Crabel Gemini £ Founder Fund Absolute Return Strategies 0.1% 0.7% 1.4% 2.0% 2.4%

BMO Real Estate Equity Long/Short Fund Absolute Return Strategies 0.1% 0.6% 1.2% 1.7% 2.0%

Majedie Asset Management Tortoise Absolute Return Strategies 0.1% 0.5% 1.0% 1.5% 1.8%

Brevan Howard Abs Rt Govt Bd Absolute Return Strategies 0.1% 0.5% 1.0% 1.4% 1.7%

Brook Absolute Return Fund Absolute Return Strategies 0.1% 0.5% 1.0% 1.4% 1.7%

Blackrock (Lux) SA Emg Cos Abs Rtn Absolute Return Strategies 0.1% 0.5% 1.0% 1.4% 1.7%

Atlantic House Uncorrelated Strategies Absolute Return Strategies 0.1% 0.4% 0.7% 1.0% 1.2%

Other (40 Positions) 0.7% 3.6% 6.7% 9.8% 11.7%

Waverton Real Assets Fund 0.4% 0.5% 0.6% 0.6% 0.5%

Top 10 Holdings Sector

Invesco Physical Gold Commodity 0.7% 0.8% 1.0% 1.0% 0.8%

Atlas Global Infrastructure Infrastructure 0.6% 0.7% 0.8% 0.9% 0.7%

Supermarket Inc Reit Property 0.5% 0.5% 0.7% 0.7% 0.6%

BioPharma Specialist Lending 0.5% 0.5% 0.7% 0.7% 0.6%

TwentyFour Income Fund Specialist Lending 0.4% 0.5% 0.6% 0.7% 0.5%

Iberdrola Commodity 0.4% 0.5% 0.6% 0.6% 0.5%

Brookfield Infrastructure Partners LP Infrastructure 0.4% 0.5% 0.6% 0.6% 0.5%

LXI REIT Property 0.4% 0.5% 0.6% 0.6% 0.5%

Brookfield Renewable Partners Commodity 0.4% 0.5% 0.6% 0.6% 0.5%

Other (36 Positions) 8.3% 9.6% 11.8% 12.4% 10.2%

Source: Waverton. As at 30.06.2022. The above is for example purposes only and is subject to change. It should not be considered a solicitation to buy or an offer to 
sell a security. 
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About Waverton
Waverton is an independent investment management house dedicated to providing high quality investment outcomes 
through bespoke discretionary portfolios, a platform based portfolio service and a range of multi-asset and single asset 
class funds. We are single minded in our approach - dovetailing with the financial and tax planning advice provided by 
financial planners. Founded in 1986, the headcount of the firm today stands at over 150 members of staff with assets 
under management of £8.5bn (as at 30.06.22).

Multi-Asset team

John Bellamy
Director, Portfolio Manager 
39 Years Investment Experience 

James Mee
Co-Head of Multi-Asset 
Strategies 
9 Years Industry Experience 

Tomislav Satchell
Director & Portfolio Manager 
36 Years Investment Experience 

Benjamin Jenkins
Senior Analyst 
18 Years Industry Experience

Jim Mackie
Portfolio Manager 
24 Years Investment Experience 

Jeff Keen
Director - Fund Manager 
37 Years Industry Experience 

Luke Hyde-Smith
Co-Head of Multi-Asset 
Strategies
17 Years Industry Experience 

William Dinning
Chief Investment Officer
36 Years Industry Experience

James Carter
Portfolio Manager, Fixed 
Income
5 Years Industry Experience

Matthew Parkinson
Assistant Fund Manager
6 Years Industry Experience

Paris Jordan
Senior Multi-Asset Analyst
10 Years Industry Experience

Lewis Sutherland
Assistant Portfolio Manager
9 Years Industry Experience
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Asset Risk Consultants (ARC)
Methodology & Disclaimers

Asset Risk Consultants (ARC) provide an independent report and analysis of our peer group.

ARC Private Client Indices - Methodology

Private Client Index (PCI) Relative Risk to Equity Market Waverton Equivalent Mandate

ARC Cautious PCI 0-40% Defensive 

ARC Balanced Asset PCI 40-60% Cautious 

ARC Steady Growth PCI 60-80% Balanced / Growth

ARC Equity Risk PCI 80-100% Equity

ARC Private Client Indices

ARC Private Client Indices (“PCI”) are based on historical information and past performance is not indicative of future 
performance.  PCI are computed using a complex calculation and the results are provided for information purposes 
only and are not necessarily an indicator of suitability for your specific investment or other requirements.  ARC does 
not guarantee the performance of any investment or portfolio or the return of an investor’s capital or any specific rate 
of return.  ARC accepts no liability for any investment decision made on the basis of the information contained in this 
report.  You should always complete your own analysis and/or seek appropriate professional advice before entering into 
an agreement with any PCI Data Contributor.  The content is the property of ARC or its licensors and is protected by 
copyright and other intellectual property laws.  Use of the information herein is governed by strict Conditions of Use as 
detailed on www.assetrisk.com/pci
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Important information
Past performance is no guarantee of future results and the value of such investments and their strategies may fall as well as rise. 
Your client may not get back your initial investment. Capital security is not guaranteed. 

The opinions expressed are based on current market conditions and are subject to change. The information provided does not 
constitute investment advice and it should not be relied on as such. It should not be considered a solicitation to buy or an offer 
to sell a security. It does not take into account any investor’s particular investment objectives, strategies, tax status or investment 
horizon. 

The portfolio may invest in assets which are not readily realisable or where there is counterparty risk. Changes in rates of exchange 
may have an adverse effect on the value, price or income of an investment. 

Risks associated with underlying investments within this model:

There is no guarantee of a return on Absolute Return Funds held. The returns for structured products may fluctuate according to 
different market conditions; your client may get back less than they originally invested.

MPS on Platform may invest in derivative products such as futures, options, and contracts for differences. Although warrants and/
or derivative instruments can be utilised for the management of investment risk, some of these products may be  unsuitable 
for investors. Different instruments involve different levels of exposure to risk. Therefore financial advisers should ensure they 
understand the nature of such holdings and the extent of exposure to risk when considering whether the investment is suitable for 
their clients.

The Protection Strategy includes the use of derivative instruments. Using derivatives can involve a higher level of risk.  For example, 
a small movement in the price of the underlying instrument may result in a disproportionately large movement in the price of the 
derivative instrument.

Equity portfolio launched in January 2022. Performance to be available from January 2023.

Further information
Where Waverton’s advice is given it is restricted to discretionary investment management services.  We do not provide advice 
on the use of tax or financial planning products (even if the service which we are managing is held within such a product) or non-
discretionary investment.  

This material is for your private information and should not be distributed further.

All materials have been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation 
or warranty as to the current accuracy of, nor liability for, decisions based on such information. All expression of opinion are subject 
to change without notice. This report may not be reproduced or distributed in any format without the prior written consent of 
Waverton.

If you require any further information in respect of the information included in this report please address all enquiries to:  

Mark Barrington, Waverton Investment Management Limited, 16 Babmaes Street, London, SW1Y 6AH
mbarrington@waverton.co.uk
T: 020 7484 2058

Copies of the each Fund’s Prospectus and Key Investor Information Documents (KIID) are available from Waverton and the 
administrator:
c/o RBC Investor & Treasury Services Ireland Limited 
Georges Quay House 
43 Townsend Street 
Dublin 2

Issued by Waverton Investment Management. Registered Office: 16 Babmaes Street, London, SW1Y 6AH. 
Authorised and Regulated by the Financial Conduct Authority.  Registered in England No 2042285.

July 2022


