
Objective and Strategy

PENNINE I PLUS PORTFOLIO 3

Portfolio Objective
Aims to deliver long-term growth with returns of UK CPI+3% net of all 
fees with an appropriate level of volatility per annum over the long 
term, with a Distribution Technology risk rating 3. The minimum 
investment horizon for the portfolio should be considered as four years.

The Strategy
The Portfolio will be managed using a combination of active asset 
allocation and manager research and will gain exposure to a broad 
range of asset classes via shares in other Collective Investment 
Schemes (CIS) and Exchange Traded Funds (ETF).

Past performance is not a guide to future performance. The portfolio’s investments are subject to normal fluctuations and other risks inherent when investing 
in securities. There can be no assurance that any appreciation in the value of investments will occur. The value of investments and any income derived from 
them may fall as well as rise and investors may not get back the original amount they invested.

For Professional Advisers Only

This performance is of the model portfolio and may differ from the actual returns received by clients. Please refer to the ‘Important Information’ section.

Source: Portfolio performance is calculated by Momentum Global Investment Management Limited using the total return of the underlying investments net of fund fees.
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Top 10 Holdings (%)

Asset allocation (%)

Investment Grade Bonds

UK Equity

Sub Investment Grade Bonds

Developed Equity

Sovereign Bonds

Cash

UK Property

Emerging Equity

Commodities

38.5

16.8

14.1

8.3

6.6

5.1

4.9

4.1

1.6

The asset allocation chart is presented on a ‘look-through’ basis, as at 31 March 2016.

iShares £ Corporate Bond 1-5yr

iShares Markit iBoxx GBP Corporate Bond

AXA US High Yield Bonds (GBP hedged)

Evenlode Income

Schroder UK Recovery

Ediston Property Investment Co

iShares GBP Index-Linked Gilts

Heronbridge UK Equity

Cash

JPM Emerging Markets Dividend

Total

18.58

17.89

10.45

5.20

5.19

4.93

4.12

3.40

3.26

3.21

76.22

The IPlus 3 portfolio invests 100% into the PFS Momentum Investment Funds - Factor 3 
Sub-Fund, a retail collective investment fund regulated by the FCA. The list above shows 
the top 10 funds held (including cash).



Portfolio Commentary

This document is issued by Liontrust Investment Solutions Limited and is intended to be used for marketing purposes only and does not aim to provide advice. You should remember that 
past performance is not a guide to future performance. The portfolio’s investments are subject to normal fluctuations and other risks inherent when investing in securities. The value of 
investments and any income derived from them may fall as well as rise and investors may not get back the original amount they invested. There is no certainty the investment objectives 
of the portfolios will actually be achieved and no warranty or representation is given to this effect. The portfolios therefore should be considered as medium to long-term investments. 
Pennine Wealth Solutions Service is the marketing name for the product.

This material is issued and approved by Liontrust Investment Solutions Limited, authorised and regulated by the
Financial Conduct Authority. FRN: 495713
LT134.v3.05.16

Important Information
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Many of the concerns that developed last year spilled over into 
markets this year resulting in the worst start to a year since the 
financial crisis. Alongside the main factors that triggered the global 
sell off last year - China’s slowdown, the collapse in commodity prices 
and the impact of a strong dollar - there have been rising concerns 
that monetary policy is becoming less effective. This has been 
particularly evident in the financial sector, and in particular European 
banks, where investors have reappraised the longer term profitability 
of banks in a negative interest rate environment. 

Markets did recover most of the ground lost in the first half of this 
quarter, however, and by quarter-end many developed equity markets 
were only marginally lower than at the start of the year. A rally of 
12.6% by the MSCI World index, from the February lows to the end 
of March, left the year-to-date return at -0.4%. Emerging markets led 
the way, with a return of 13.2% in March, taking the year-to-date 
return to 5.7%. Credit participated fully in the rally in risk assets, with 
investment grade bonds rising by 5.8% over the quarter, US high 
yield added 3.4% and EM debt returned 5.9%. Several factors lay 
behind the recovery, aside from the fact that markets have oversold at 
the start of the year. Firstly, after the oil price bottomed in late January, 
Brent crude oil rallied over 40% to above USD 40 per barrel during 
the month, before settling at USD 39.6 at month-end. This eased the 
pressure on the oil sector, as well as on several important emerging 
economies. Additionally, central banks provided big support once 
again, with the European Central Bank over-delivering in its latest 
round of monetary easing. The bank cut interest rates further into 
negative territory, extended the size and reach of its asset purchase 
programme, and provided a new financing facility for Eurozone 
banks to help offset the problem of negative interest rates on 
profitability. Finally, US dollar weakness provided a much needed 
relief to commodities and emerging markets.

Over the quarter, the fixed income allocation was the largest 
contributor to returns, with the holding in sterling denominated 
investment grade bonds being a strong contributor in particular. 
Holdings in emerging market debt and US high yield bonds also 
aided performance. Developed equity markets also added to the 
Fund’s performance, with our global equity managers adding 
significant alpha and our UK managers providing excess returns 
between two and five per cent (while the UK market was flat). 
Morgan Stanley Global Brands outperformed, as it provided good 
downside protection at the start of the year, and matched the strong 
returns of the equity market when stocks rallied during the second half 
of the quarter. As markets turned mid-February and an equity rally 
ensued, the Kopernik All Cap Equity strategy shone, adding 17.0% 
over the quarter. This global contrarian fund benefitted from its 
exposure to materials, a sector which saw a particularly strong 
rebound in February and which constitutes 40% of Kopernik’s   

allocation. Similarly, the position in the iShares Gold Producers 
added significantly, as the rally in gold provided a strong impetus for 
these commodity producers at the start of the year. Property detracted 
marginally from performance as did our allocation to Japan. We 
continue to see little value in government bonds, but there was a 
relatively large opportunity cost to not holding this asset class over the 
quarter, as investors sought safe-haven assets at the start of the year."

Having experienced a strong rally against a background of subdued 
growth, corporate profitability under pressure, continuing debt 
problems especially in Europe, and question marks over extraordinary 
monetary policy, markets may be due a period of consolidation.  On 
the positive side, the worst fears and consequences of the crash in oil 
and commodity markets are now fully priced in and discounted, and 
we may already have seen the bottom in these markets; additionally 
economies continue to grow, albeit modestly, while emerging markets 
are five years through the down cycle and offer recovery prospects 
from these levels.  Finally, a damaging surge in inflation seems a 
distant prospect, and with USD 7 trillion of government debt, or about 
one third of the total in issue globally, trading with negative yields, risk 
assets are likely to see continuing support.  However, with these 
competing forces on markets, it is likely that the volatility we have 
witnessed in the first quarter of his year will be a feature in the months 
if not years ahead.  In these conditions we believe it is important to 
stay invested, broadly diversified, and patient.  Alongside risk assets, 
safe havens such as investment grade bonds and gold or gold 
producers, offer good diversification and some protection from 
periods of market dislocation.  Finally the big shift from growth to 
value stocks in the past quarter illustrates the benefit of diversification 
across equity styles, and with value still trading at historically low 
levels, widespread opportunities still exist globally.

The funds remain allocated to a balanced mix of equity and fixed 
income strategies, combining managers with complementary style 
biases and offsetting characteristics. Choosing the best-in-class 
managers also allows for the opportunity to harvest strong alpha 
returns on top of our asset allocation decisions. We added some risk 
over the quarter, adding to European equities after the continent’s 
equity market fell into a bear market at the start of the year. This 
decision was rewarded when the asset class saw a strong rebound 
during the latter part of the quarter. Attractive valuations in the 
investment grade bond space also gave us the opportunity to add to 
this asset class, and as spreads tightened mid-quarter the Fund 
benefited from this increased position. We also took profits on our 
dollar-denominated emerging market debt position.

Against that backdrop the IPlus 3 Fund returned 3.0% over the first 
quarter (net of all fees).  Since inception the Fund has returned 3.1% 
annualised net of all fees.


