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APPENDIX 

Mandate Bonds Equities Alternatives Cash

Cautious Range

Current

Cautious Balanced Range

Current

Balanced Range

Current

Balanced Growth Range

Current

Growth Range

Current

Asset allocation ranges and indicative current allocation

IMPORTANT NOTICE: Vintage Asset Management Limited (VAM) is registered in England and Wales under number 06694183 and its 
registered office is at 7a Wyndham Place, London W1H 1PN. Vintage Asset Management is authorised and regulated by the Financial 
Conduct Authority, FCA number 489408. This document has been prepared for information purposes only and is not a solicitation or an 
offer to buy or sell any security. It does not purport to be a complete description of our investment policy, markets or any securities referred 
to in the material. The information on which the document is based is deemed to be reliable, but we have not independently verified such 
information and we do not guarantee its accuracy or completeness. You may not recover what you invest. Changes in exchange rates may 
have an adverse effect on the value, price or income of foreign currency denominated securities. The level of yield actually achieved on 
your investment will be dependent on the tax treatment of the product you have invested in and your personal tax circumstances. Levels 
and bases of taxation can change, investments or investment services referred to may not be suitable for all recipients. Real portfolio 
performance may vary from model performance due to the timing of investment. This factsheet does not provide individually tailored 
advice. It has been prepared without regard to the individual financial circumstances and objectives of persons who receive it. The securities 
discussed in this factsheet may not be suitable for all investors. VAM recommends that investors independently evaluate particular 
investments and strategies and encourages investors to seek the advice of a financial advisor.The appropriateness of a particular strategy 
will depend on an investor’s individual circumstances and objectives.
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Vintage Asset Management Limited is authorised and 
regulated by the Financial Conduct Authority. FRN 489408. 
Registered in England and Wales No. 06694183.

Call: 020 7989 3110 
Visit: vintageassetmanagement.co.uk

Find us at:
7a Wyndham Place, 
London W1H 1PN

Follow us:
LinkedIn: vintage-asset-management-limited 


	Text8: Central banks mostly adjusting policy 
	Text9: Banking crisis not necessarily the next financial crisis
	Text10: Plentiful political and geo-political matters
	Text5: Positive returns in quarter if renewed volatility 
	Text6: Inflation rate around peak if still some pressures
	Text7: Global growth modest although China re-opening
	Text17: Banking crisis an extra factor 
	Text18: Debt and demographics longer-term issues
	Text19: Corporate profits dipping with cash flow key
	Text12: In January the new year started with positive market returns, almost uniformly, as investors took an optimistic view on the global economy and the rate of inflation. February saw markets make further progress then falter as hopes faded of an early easing of the interest rate rises. In March markets saw some gains if substantial volatility given concerns over persistent inflationary pressures and issues in the banking sector.

Lower fuel costs were a powerful factor in the rate of inflation showing a further decline in many countries, if not as sharply as might have helped. Japan reported by contrast a rise in the annual rate of inflation in January to 4.4%, which was a fresh forty-one year high and was similar to the core rate of 4.2%, which excludes food but includes energy. In the US the indicative figure for January for the consumer price index (CPI) was 6.4%, down only marginally on the December figure of 6.5% and higher than expected, while a subsequent reading of the producer price index showed a rise that was equivalent to an annualised 9%. In the UK the CPI was at 10.1%, down a little too on the 10.5% the prior month if still causing some concerns, while in the eurozone the annual rate was at 8.6% in January, down from 9.2%. In February the US CPI was 6%, while the core price index rose by 5.5% as against 5.6% in the prior month and in the UK CPI rose to 10.4%, while in the eurozone the annual rate was as reported at 6.9%, if with the core rate up from 5.6% to 5.7%. In Japan the latest rate was at 3.1% for March, down from 3.3% in February.

Inflation has become more embedded, principally through higher wages. The US saw a surprisingly robust increase in non-farm payrolls of 517,000 for January and the unemployment rate dropped further to 3.4%, which was the lowest level for fifty-three years, even if employers suggested that they were now finding it easier to hire while large technology companies continued to announce substantial lay-offs. Non-farm payrolls rose by 311,000 for February, which was again by more than expected.

Resilient consumer demand in the US, the easing of the energy crisis in Europe and the re-opening of China pointed to a softer economic slow-down. The IMF upgraded its forecasts in January for many leading economies and 
	Text20: The rate of inflation has moderated further in many countries if remaining high. In the US consumer prices barely increased in March, with lower gasoline prices offset by high property rental costs, which show with a lag, such that the annualised increase  slowed further to 5%, the lowest reading since May 2021. In the eurozone consumer price inflation at 6.9% in March continued an encouraging downward trend, although the core rate, excluding volatile items such as food and fuel, reached a new high of 5.7%. In the UK the consumer prices index did not quite fall back below 10% at 10.1% for March, even as a stronger Sterling helped to lower the cost of imported goods.

In April OPEC+, which groups the Organisation of Petroleum Exporting Countries with Russia and other producers, announced cuts in production of 1.2m barrels a day, making for total reductions of 3.7m barrels and at 3.7% of global demand enough to squeeze prices higher. Energy prices will remain a volatile component, as with food, while the disruption to global trade has contributed to higher costs. 

The increase in prices for services has been a feature, and these might not decline as quickly as capital goods without a material contraction in economic growth. Another factor has been the tight labour market, notably in the US, although the more modest rise of 236,000 in March for non-farm payrolls was below expectations while there have been indications of a reduction in wage inflation. Figures from the Office for National Statistics showed that average wages in the private sector in the UK were up by 6.7% in the three months to February, compared to 7.3% in the last quarter of 2022.

The participation rate in the workforce has been key, reflecting as before long-term illness, early retirement and also the level of immigration. The UK unemployment rate has risen slightly to 3.8%; more people returned to the workforce if on a part-time basis while the number of job vacancies fell for the ninth consecutive month. Data from Pew Research showed immigration into the US accounted for half of the growth in the working population in 1995-2015. A combination of a change in approach under the Trump administration and the Covid-19 pandemic led to a fall in new residents, but over 900,000 immigrants became US citizens in 2022, adding to worker mobility.

Expectations on interest rates have been changeable. Even as the rate of inflation reduces it remains well above the typical target rate of 2% for central banks, who have insisted on the need to remain firm in their approach. The rate is expected to ease over the course of 2023, with the Office of Budget Responsibility in the UK forecasting a level of 2.9% by the end of the year. The Bank of England is set to raise its base rate again in May while the ECB will probably raise rates by a further three-quarters of a percentage point to 3.75% by the summer. The Bank of Japan has for now maintained its ultra-loose monetary approach but is expected to unwind the 
policy of controlling the yield curve. The US Federal Reserve
	Text13: expected the world economy to have expanded by 3.2% by the end of 2023, helped by a recovery in China to 5.9% growth as the administration there ended its zero-Covid policy and prior restrictions on the property sector. China has pent-up demand, with household deposits in late 2022 equivalent to 6% of GDP, while lower mortgage rates have boosted the housing market. The laggard appears to be the UK, given the challenges of higher energy prices, higher mortgage rates and a lower level of labour participation. 

Central banks continued what has been for most the sharpest tightening of policy in recent decades. Early in February the main central banks had moderated their policy: the US Federal Reserve reverted to a typical rise of a quarter of a percentage point and the Bank of England opted for an increase in its rate from 3.5% to 4% while suggesting that this might be the last, although the European Central Bank when moving its rate from 2% to 2.5% committed to further increases. In March the Fed again opted to raise its key interest rate by a quarter of a percentage point to 5%, the ninth successive rise. Markets had anticipated that rates may reduce later this year from the likely peak of 5.5%. The European Central Bank held to its approach when moving its deposit rate from 2.5% to 3%, while the Bank of England moved its rate from 4% to 4.25%. The Bank of Japan has been edging towards an end to its yield-control policy and it bought further bonds, while already owning about half of the market on which it faces a loss in value were rates to rise. The Bank of Japan’s nominated new governor, Kazuo Ueda, did not immediately change the loose monetary approach.

The rapid collapse of certain banks, notably Silicon Valley Bank (SVB) in California, added to the complexity for the authorities and for central banks, although their swift action where needed helped to steady the position.

Corporate profits have come under pressure, aside from the oil and gas sector, where companies have made bumper profits if facing a higher level of tax and concerns over the longevity of their businesses. In the technology sector Microsoft was one of many behemoths laying off staff, while Tesla reduced prices for its cars by about a fifth. The combination of reduced revenue and higher costs will lead to lower margins and financial analysts’ expectations have become more realistic, if probably still being too optimistic.

The conflict in Ukraine dragged on, China became more assertive over Taiwan and there was no apparent shortage of political or geo-political issues.

	Text21: is closer to cutting rates: banks there will face tighter regulation and be more restricted in lending, which would constrain economic growth and has been an extra consideration for the Fed.

The global economy has shown some resilience, given the strength of US consumer demand based on a strong jobs market and the lower energy prices in Europe. China’s economy has benefitted from its re-opening. Exports rose by 15% in March after five successive months of decline and retail sales rose by 5.6% in the first quarter, including a jump of 10.1% in March against a low comparator the prior year. Overall economic output rose by a reported 4.5% in the first three months of 2023, better than a consensus forecast of 4% if shy of the 5% government target for the year. The IMF has nonetheless 
trimmed its projections for global growth.

The banking crisis in March is expected to have more of an impact on the US economy, given the structure of the industry there. The situation was unusual in that it related to issues not of solvency but of liquidity, which the Fed has provided on a substantial scale. There were specific issues at SVB, given its concentrated client base amongst technology start-up firms and at Credit Suisse, which had lost money in each of the last five quarters. There might yet be further failures in the sector, especially in the US, as the end of the era of ‘easy money’ and the shift in economic dynamics will likely show certain business models slow to adapt. Regulators may adjust the level of deposit guarantees in the UK as well as the need for reserves, as it is easier to withdraw money from banks online than by queueing as used to be the case. There may be a drawn-out process yet the issues need not presage a wider financial crisis, given that the sector is mostly in better shape than in 2007-2009, if still highly-leveraged and often opaque. 

The amount of debt worldwide is considerable and it is now more expensive to service new borrowings. There has been no resolution to the debt ceiling in the US, where the tax deadline of 18th April will give a clearer indication of how long funds will last, perhaps adding volatility in the market for Treasury bills and money-market funds that hold them. Demographic pressures remain, after a fall in China's population in 2022 for the first time since 1961, while births in Italy were at their lowest since the country’s unification in 1861, as the population continues to decline. 

Corporate profit forecasts still look too high with earnings
expected to grow by some 3%, when the economic slow-down points to a decline. Dividends should prove resilient while valuations are broadly attractive even allowing for a drop in earnings. 

	Text11: The first quarter of 2023 saw a strong start to the year that followed the recovery in the fourth quarter of 2022, until concerns over persistent high rates of inflation and the banking crisis dented confidence. Markets saw some renewed  volatility if broadly positive returns in the period, particularly in Europe and in technology.
	Text22: We are proposing to retain the existing ranges for all mandates as we see this as providing a sufficient degree of flexibility for portfolios. Our quarterly investment committee in April favoured holding more in fixed income, given the more attractive level of yields. For equities we have been concerned that markets still need to account for the likely decline in overall earnings while we have continued to favour regions such as south-east Asia and the UK on valuation grounds. We have maintained our focus on the resilience of earnings, which includes a preference for income generation, while we are wary of businesses with weak balance sheets and limited cash flow. We have re-assessed alternative assets which are still able to provide a role in portfolios, although certain holdings have shown a degree of volatility more akin to that in thematic equities, which is how they might be more usefully categorised.

We have included a summary of the asset allocation by mandate as well as the current ranges in the appendix.
	Text14: Rate of inflation closer to peak if embedded
	Text15: Central banks juggling as they adjust policy
	Text16: Global growth mixed and risk of recession
	Text26: The UK economy has struggled although it looks likely to avoid a technical recession (as defined by two quarterly declines in output) despite widespread industrial action, which is likely to have an impact over time on the quality of education and healthcare. Sustained growth has been elusive, with just a 6% real increase in output per capita in the IMF data for 2008-22, only above Italy in the G7. For 2023 household cash flow is likely to increase on average, with wage growth offsetting cost pressures.
	Text23: Economic pressures if household cash flow sound
	Text24: Bank of England moderating rate rises
	Text25: Steadier political scene for now
	Text27: The Bank of England has continued to raise interest rates, which might rise twice more to a peak around 4.5%, as it takes into account a range of factors, such as the level of wage growth and the further strength of Sterling against the US$.

The government has been able to show a degree of stability, despite some distractions, with the Budget showing a sensible approach as well as an eye on the next general election. Labour are widely expected to win a majority and the shadow chancellor has been credited with a moderate approach. The 25th anniversary of the Good Friday agreement highlighted progress in the north of Ireland and
continued tensions which complicate relations with the EU.
	Text32: There have been continued tensions in the bloc, with Germany’s chancellor Olaf Scholz struggling with a fractured coalition and France’s president Emanuel Macron forcing through his plans to raise the retirement age in the face of substantial protests. The south of Europe has endured its second major drought in a year, when for example no rain fell anywhere in metropolitan France for thirty-two consecutive days in January and February.
	Text31: The Continent has been helped by the mild winter, which eased the pressure of higher energy costs. By early April the EU storage of natural gas was at 56% of capacity, the highest such level for this time of year since 2011 if boosted ironically by the import of Russian liquefied natural gas (LNG), which increased the income of the aggressor in Ukraine and helped to fund a conflict that dominates considerations in the region. 

The European Central Bank has been more inclined to continue with its increases in interest rates, given the persistently high level of the core rate and given also that the ECB was initially quite slow to react.  
	Text33: Mixed economic signals 
	Text36: The US Federal Reserve has been committed to its policy of interest rate rises and the expected peak rate now stands at 5.5%, although the pressures in the banking sector and the lower rate of inflation have pointed to a reduction later this year and sooner than in other countries. This has been one factor in the weakening of the US$, since it reached a twenty-year high in September against a basket of other currencies. 

Political tensions have remained high in the US, with the arraignment of Donald Trump in New York and with the build-up to the polls in late 2024 for the presidential election, which always seems to come round quickly.  

	Text37: Further developments in Japan 
	Text38: Technology issues key in region
	Text39: Australasia seeing benefits and challenges on China
	Text40: In Japan the economy has seen some limited progress while the reported inflation rate excluding food and energy came in at 2.1% in February, exceeding the 2% target for the first time since 1992. Kazuo Ueda officially took up his position as the new governor of the Bank of Japan on 9th April and markets await any adjustment to its approach. There has been positive data on industrial production and retails sales, while there have been further corporate developments as companies face shareholder pressure to improve returns on capital. 

	Text41: China’s re-opening should provide a boost to the region while the semiconductor industry is caught up in both a production cycle and in politics over Taiwan, for which a key date may prove to be presidential elections in January 2024. A tussle over technology has seen the US act and China react, if selectively to help to avoid sanctions on strategic industries. Chinese control over rare earths and materials that are key to electric vehicles may pose a problem for producers.

The Australian economy should continue to see a benefit from a stronger Chinese economy with renewed demand for commodities, while New Zealand may now join the AUKUS alliance with its neighbour, the US and the UK.

	Text42: Renewed growth in China
	Text43: Solid prospects in India if priced in
	Text44: Emerging economies helped by weaker US$ 
	Text45: The Chinese economy has seen an improvement in its rate of growth following the government’s reversal of its strict zero-Covid policy with extensive lock-downs and of its restrictions on the property industry. The authorities have indicated that there are still issues and that the resumption of growth to its target of 5% might be patchy, in part as it is dependent on the health of the global economy. There have been notable efforts to restore confidence in the private sector and there has been particular demand for luxury goods, which has helped the likes of LVMH and Hermès in France.
	Text46: India has substantial potential given its demographics and democratic credentials, if with some concerns over the Hindu nationalism of the ruling BJP. It has been vulnerable to rises in the price of fuel given its dependence on imports, with an indication that each $10 increase in a barrel reduces GDP by 40 basis points, although exports in the technology sector now exceed in value the bill for imported fuel.

Emerging markets should benefit broadly from any further weakening of the US$ and a reduction in US interest rates. There are pressures from China’s Belt and Road Initiative, which has provided some $1tn of finance for infrastructure projects around the world and seen a subsequent high incidence of bad debts: sixty-five countries, if many at an early stage of development, owe China more than a tenth of their external debt are in trouble, with twenty such as Sri Lanka and Malawi distressed.
	Text47: Property sector under some pressure
	Text48: Commodity prices off their highs
	Text49: Gold continuing to shine 
	Text50: The property sector has struggled given concerns over the impact of the banking crisis on indebted businesses that have been dependent on loans to expand and that would be vulnerable to a slow-down in economic growth. There have been some positive indications in the UK commercial sector and valuation yields have been attractive.

The prices of many commodities have been variable, as often, reflecting production as well as demand, with the re-opening of the Chinese economy a positive factor. There are still important developments relating to the  
transition to clean energy, for which there will be                   
	Text51: interesting potential for specific metals or minerals.

Gold bullion has seen further gains on the prospect of lower US interest as well as on demand from funds and from central banks. 

The world’s largest asset manager, BlackRock, has warned that a classically balanced portfolio with 60% in equities and 40% in bonds, which would have seen a typical decline of 16% in 2022, might struggle without the addition of alternative assets such as private markets. The second largest manager, Vanguard, by contrast has predicted that a 60/40 portfolio would generate annualised returns of 6.1% for a decade, in line with the return over the ten years to 2022. Vanguard had predicted a return of 3.9% at the end of 2021, when valuations were higher.
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	Text1: Spring 2023
	Text2: Property, Commodities, Gold and Alternatives
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	Text72: 20% 
	Text61: 35 - 60%
	Text62: 42.5%
	Text63: 25 - 50%
	Text64: 32.5%
	Text65: 15 - 40%
	Text66: 22.5%
	Text67: 5 - 30%
	Text68: 12.5%
	Text69: 0 - 20%
	Text70: 7.5%
	Text71: 15 - 35%
	Text73: 30 - 50%
	Text74: 37.5%
	Text75: 45 - 65%
	Text76: 52.5%
	Text77: 60 - 80%
	Text78: 65%
	Text79: 70 - 90%
	Text80: 75%
	UK: Over the first quarter of 2023 the FTSE 100 rose by 2.4% to close at a level of 7632. The FTSE 250 index of mid-sized companies saw a modest rise of 0.4% in the quarter while the FTSE SmallCap index and the FTSE AIM All-Share saw declines of 1.9% and 2.7% respectively. 

The total return for the FTSE All-Share with income was 3.1% for the quarter.
	US: In the US, the S&P 500 index was up by 7% in the quarter and the more value-oriented Dow Jones Industrials by just 0.4%, while the NASDAQ index,  technology-oriented, saw a strong gain of 16.8%.

The Russell 2000 index of smaller companies made 2.3%. 
	Europe & Japan: In Europe the FTSE Eurofirst 300 rose 7.9% over the quarter, the fifth successive period when the European market outpaced the US, with the French and Italian markets doing a little better than those in Germany and Spain. The Euromoney index of smaller companies gained 5.2%. 

In Japan the Nikkei 225 index gained 7.5% in the quarter and the TOPIX rose 5.9%. 
	Emerging: The MSCI Emerging Markets index in US$ terms rose by 3.5% over the quarter. The Korean market gained 10.8% in the period although the  Brazilian and Indian markets fell by 7.2% and 3% respectively. The Shanghai index was up 5.9% in the quarter while for the Hang Seng index in Hong Kong the return was 3.1%. 

The MSCI Frontier Markets index was up by 2.4% in the quarter and the market in Vietnam 5.7% higher.
	Bonds: In bond markets, the UK 10-year gilt yield declined over the quarter from 3.67% to 3.49% and the total return for the FTSE Gilts All Stocks index was 2.1%. The yield on ten-year US Treasuries moved from 3.87% to 3.47% and in Germany the 10-year bund yield went from 2.57% to 2.29%. 

Over the quarter there were positive returns from the major bond classes, especially in longer-duration.    
	Currencies: Sterling gained a further 2.1% over the quarter against the US$ to close at a rate of $1.23:£, while against the euro it was up 0.7% at €1.14:£.

The Vix index of expected volatility in the US market was down about 14% in the period. 
	Commodities: The price of gold gained 8% over the quarter to close at $1969 per troy ounce. The price of Brent oil fell 6.2% in the period to $80 per barrel. 

The prices of the major metals were mixed over the quarter, with the bellwether copper up by 7.3% but palladium down 18.4%. The major agricultural commodities were also mixed with wheat down 13.3% and sugar up 18.9%. 
	Text81: 10 - 35%
	Text82: 30%
	Text83: 10 - 30%
	Text84: 25%
	Text85: 10 - 30%
	Text86: 22.5%
	Text87: 5 - 30%
	Text88: 20%
	Text89: 0 - 25%
	Text90: 16.5%
	Text91: 0 - 25%
	Text92: 7.5%
	Text93: 0 - 25%
	Text94: 5%
	Text95: 0 - 20%
	Text96: 2.5%
	Text97: 0 - 20%
	Text98: 2.5%
	Text99: 0 - 20%
	Text100: 1% 
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	Text55:  INVESTOR
	Text120:  INSIGHTS 
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	Text30: Political issues persist 
	Text28: Economic resilience despite pressures 
	Text29: European Central Bank still tightening policy 
	Text35_b: The US economy has seen further benefits from investment using the government’s sizeable subsidies under its plan for a new industrial revolution with a pivot to clean energy, under the Inflation Reduction Act. The position for the consumer has been mixed, as the housing market has slowed while the labour market has remained relatively robust. While the economy has shown its customary enterprise the fall-out from the banking crisis is likely to see the economy slip into a decline in the second half of the year, if a short-lived one.
	Text34: Federal Reserve still wary
	SK35: Political tensions high


