
\\'\\'\\ r ll\ \\'llil a( ).Ll |'li r)r'l()utLi,l0l(l

Mv ASSET ALLOCMION

OvIRSEAS EQIITIES OFFER. THE BEST RETURNS

Our current assei alocation at Chaders features oLlr lowest

ever weighting in fxed interest, as we beieve curTent leves

of g t yelds are Llnsusta nable over an!'thing other than the

shod term. Gilt yelcls are at the r lowest s nce the Second

Word War. at a t rne when ihe governmenl is runn ng the

'd ge_l b. oct- r' L lo1.

A qlts now have negatve rea yieds that s,withUK
nflation currentiy at 4% (lhe average of RP &CP) At the

time of writing everyg t edged stockyedslessthan49'0,
rnaking lt imposs b e for nvestors to achieve a postverea

rate of return. Furthermore, UK inflalion looks sticky and

shows a marked reluctance to fa G ts imply too rnuch rsk

and too ltle potenUa reward.

EqLr ties however ook exce ent ong term va ue The

git equity relatonship is at ts best for a most 60 years and

ls back lo leves ast seen n the T950s, when Ross Goobey

poneered the'cult of the equty with sensatona ong_term

returns relalve to the fixed nstrLlments he swtched oLlt of

We favorrr overseas earners rather than stocks that are

overv re ant on the UK consumer. Th s s where many of

oLrr private c ient portfo ios are situated Equ t es are

cheap anal offer the prospect of d v dend ncreases that

even ndex lnked gits cannot match. But rlot every sector

s favoured. We do not own property shares and we have

a m n mum weghting in retail.

We are aso bearish on service type lirms that are overy

reLiant on pub c spendincl. We are unden reght bg oil but

overwe ght the arge mining shares. Together the resource

sector is n ne with benchmark weightings but skewed

towards base anetal producers and away from big o

Overweight utilities
We are a so overweight ut ity shares, as they are cheap

relat ve to g ts and offer safe attract ve d vidends. So our

sector preference n UK eqllities ls drven by our assessrnent

of a boorn ng g oba economy ln the emerg ng wor d offset

by a stagnant economy in the developed word

As the stagnation n the developed world s down to a

transfer of economic activ ty to the emerg ng econom es i
s unlikely thal fudher quanttatve eas ng (OE) and budget

def c ts w I do anythlng other than generate nflation

lurther down the ne

We have a higher we ght ng ngodshares aswesee
the yielcl prce rnovng substantaly h gher Large sect ons of

our prvale clent porlfolo base were exposed to god al lhe

start of the bu I market in 2002 and are seeing tremendoLls

ben-.f ts As central banks compete to devalue the r

currencies afd ndu ge in more QE, lt ncreases the value

of go d as lhese moves are potent ally nfatonary as

some commentalors suggest.

The reason s that !nsterjised lore gn exchange

ntervention to hod down a partcular currency directy

boosts the domestic rnoney suppy ol the counlry

concerned f the word s now embark ng on a g obal

pr nung spree, gold w be the ultimate beneficiary'


