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Investment objective

Manager comments

• Aiming to preserve the absolute value of your
initial investment over a three year time
horizon while providing a reasonably stable
flow of income.

• In a turbulent month for global markets, Strategy returns rose by 0.5% in October.

• Target total returns exceeding those available
from UK government bonds.
• Control investment risk through effective
portfolio structure and diversification.
• Manage investment returns and risks in the
context of the UK economy and financial
markets.

Strategy guidelines
• The portfolio will invest in short-term
instruments that have a substantial bias to UK
financial markets to generate income.
• A substantial proportion of your capital will be
allocated to UK government bonds and global
fixed income, with a smaller proportion in
equities.
• A proportion of capital will be invested in
alternative assets with low correlation to
equities for diversification and stability.

• After a difficult start for risk assets amid concerns over global growth, the end of US
quantitative easing and heightened geopolitical tensions, investors’ appetite for risk returned
mid-month against a backdrop of positive corporate earnings.
• Regional equity market performance was mixed, with Asia Pacific and US equities delivering
solid gains for October overall, but Europe and the UK slipping into negative territory.
• Government bonds initially rallied as investors sought perceived safe havens, but gave up some
gains as fears subsided – though returns remained in positive territory for the month overall.
• Emerging-market debt, our preference within fixed income, outperformed investment-grade
and high-yield bonds. We continue to favour emerging-market bonds, as we see their extra
yields over developed-market bonds offsetting the added volatility, liquidity and credit risk.
• We prefer equities over bonds overall in an environment of continued global recovery. While
gilts have delivered positive returns so far this year, we retain our underweight stance as we
expect yields to rise (prices to fall) amid continued growth in the UK economy and as policy
interest rates start to increase next year.
• Gold and gold-related shares had another disappointing month, but we continue to hold them as
a hedge against global uncertainties
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• Hedged market access strategies will be used
to increase risk-adjusted returns.
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• Passive strategies will be used alongside active
and specialist long-only strategies for costefficient management.
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Suitability
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This portfolio is suitable for investors who:
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• Primarily seek income generation over a
minimum 3-year term and are willing to
accept low to moderate risk to achieve it.
• Are comfortable with the variability in the
level of income generated by the portfolio.
• Recognise that income distribution rather than
re-investment increases the risk of capital
erosion.
• Are unlikely to need access to their capital
over the next three years.
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Past performance should not be taken as a guide to future performance.
Net performance in %1

Risk

12

Since

Annualised

2009
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2013

YTD

20042

volatility3

Strategy

9.5

7.5

1.1

5.9

-0.2

4.6

4.3

4.4

• Seek a reasonable degree of capital protection
over a 3-year time horizon.

Cash

1.0

0.6

0.8

0.8

0.4

0.4

2.7

0.7

• Want to diversify away from cash and are
willing to accept short-term volatility.

Bonds4

-1.2

7.2

15.6

2.7

-3.9

8.5

5.6

5.2

Benchmark5

5.8

9.5

10.9

5.2

2.0

7.2

6.7

4.9

ARC Peer Group6

7.6

6.8

-0.5

5.8

5.0

2.8

4.5

N/A

About Coutts
Coutts is an international private bank and forms
part of the RBS Wealth Management division. We
are operating in Europe, Asia, the Middle East
and in selected off shore centres. Our service
reflects the desires of our clients – trust and
partnership, values that have earned us an
enduring reputation for over 300 years.

Past performance should not be taken as a guide to future performance.

1

Performance figures are shown on a total return basis, net of all fees and are compliant with GIPS (Global Investment
Performance Standards).
2
Annualised performance since January 2004 (inception of ARC PCI calculation).
3
Volatility is measured by the standard deviation of the investment’s short-term return from its long-term average. It is
calculated using the strategy's monthly returns since inception.
4
Bonds reflect the performance of the FTSE UK Gilts All Stocks Index in GBP
5
Benchmark comprises 75% FTSE UK Gilts All Stocks Index (GBP), 17.5% FTSE 350 (GBP) and 7.5% FTSE World ex UK
(GBP).
6
Asset Risk Consultants (ARC) may include estimates for up to 3 months in its Private Client Index (PCI) of peer group
returns. The current data is not the final PCI performance and may be revised. Coutts accepts no responsibility for its
accuracy.
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Asset allocation and latest trades*
In %

Current

Cash

4.7

Bonds

45.7

Medium/Long Dated Govt

25.5

Global Investment Grade
UK Investment Grade

1.5
3.0

Equity

26.2

Gold

1.5

United States

1.5

Europe

1.0
1.0

Pacific Basin

1.0

Emerging Markets

1.0

Global Equity

3.0

Direct Property

4.0

Commodities

1.0

Gold

1.0

Hedge Funds

2.5

Market Neutral

2.5

Total

75.0

25.0

Bonds breakdown, including the underlying Multi Asset exposure
Medium/Long Dated Govt (25.5%)
Global Investment Grade (1.0%)
High Yield (1.5%)
Emerging Debt (3.0%)
UK Investment Grade (14.7%)
Other Assets

12.2

Japan

Multi Asset

Asset breakdown, including the underlying Multi Asset exposure
Cash (4.7%)
Bonds (45.7%)
Equity (26.2%)
Commodities (1.0%)
Hedge Funds (2.5%)

1.0

Emerging Debt

Multi Asset (see pie charts)

Latest
trade

14.7

High Yield

United Kingdom

Benchmark

0.0

Currency breakdown, including the underlying Multi Asset exposure

20.0
20.0
100.0

100.0

0.0

*Please note, the breakdown above of assets within the Strategy does not include the underlying
Multi Asset allocation. Specific Multi Asset fund factsheets are available on request from your
Wealth Manager.

US Dollar (3.0%)
British Pound (82.7%)
Euro (2.3%)
Japanese Yen (2.5%)
Asia/GEM FX (5.0%)
Other (4.5%)

Please note: The currency breakdown shown is an estimate based on the main currency for each
fund in the mandate.

Important information
This document was produced by Global Investment Services for information purposes only and for the sole use of the recipient. The information contained in this document has been procured, and
may have been acted upon, by Coutts & Co Ltd and connected companies for their own purposes, and the results are being made available to you on this understanding. To the extent permitted by
law and without being inconsistent with any applicable regulation, neither Coutts & Co Ltd nor any connected company accepts responsibility for any direct or indirect or consequential loss suffered by
you or any other person as a result of your acting, or deciding not to act, in reliance upon such information, opinions and analysis. The information in this document is not intended as an offer or
invitation to buy or sell securities or any other investment or banking product, nor does it constitute a personal recommendation. Nothing in this material constitutes investment, legal, credit, accounting
or tax advice, or a representation that any investment or strategy is suitable or appropriate to your individual circumstances. The price and value of investments mentioned and any income that might
accrue, can go down as well as up, and you may not recover the amount of your original investment. Past performance should not be taken as a guide to future performance. Where investments
involve exposure to a foreign currency, changes in rates of exchange may cause the value of the investment, and the income from it, to go up or down. The information in this document is believed to
be correct but cannot be guaranteed. Opinions and forecasts constitute our judgement as at the date of issue and are subject to change without notice. This document does not constitute financial
research. Consequently, it is not subject to the guidelines concerning the independence of financial analysis issued by the Swiss Bankers Association (Richtlinien zur Unabhängigkeit der Finanzanalyse).
Coutts & Co Ltd provides no guarantee regarding the reliability and completeness of this document and accepts no liability for any direct, indirect or consequential loss arising from any use of this
document. Coutts & Co Ltd or an affiliated company may, to the extent permitted by law, participate or invest in financing transactions with the issuer of the securities referred herein, perform services
or solicit business from such issuers, and/or have a position or effect transactions in the securities or options thereof. Neither this document nor any copy thereof may be sent to or taken into the
United States or distributed in the United States or to a US person. In certain other jurisdictions, the distribution may be restricted by local law or regulation. Coutts & Co Ltd, Stauffacherstrasse 1, 8022
Zurich, Switzerland. Licensed by the Swiss Financial Market Supervisory Authority FINMA for banking and securities dealing. Coutts & Co Ltd, Monaco Branch is a full branch of Coutts & Co Ltd and is
regulated by the Autorité de Contrôle Prudentiel et de Résolution (ACPR) and also by the Commission de Contrôle des Activités Financières (CCAF). The Royal Bank of Scotland International
Limited. Registered Office: P.O. Box 64, Royal Bank House, 71 Bath Street, St. Helier, Jersey, JE4 8PJ. Business address: 23-25 Broad Street, St. Helier, Jersey, JE4 8ND. Regulated by the Jersey Financial
Services Commission. Guernsey business address: P.O. Box 62, Royal Bank Place, 1 Glategny Esplanade, St. Peter Port, Guernsey, GY1 4BQ.Regulated by the Guernsey Financial Services Commission
and licensed under the Insurance Managers and Insurance Intermediaries (Bailiwick of Guernsey) Law, 2002 and the Protection of Investors (Bailiwick of Guernsey) Law, 1987, as amended. Isle of Man
business address: Royal Bank House, 2 Victoria Street, Douglas, Isle of Man IM99 1DU. Licensed by the Financial Supervision Commission of the Isle of Man and registered with the Insurance and
Pensions Authority in respect of general business.
The Royal Bank of Scotland International Limited trades in Jersey and Guernsey as Coutts & Co Channel Islands and as Coutts, and in the Isle of Man as Coutts & Co and as Coutts. Coutts & Co Ltd,
Singapore Branch, is a merchant bank approved as a financial institution under the Monetary Authority of Singapore Act, Chapter 186 of Singapore and an exempt financial adviser under the Financial
Advisers Act, Chapter 110 of Singapore and an exempt capital markets services licence holder under the Securities and Futures Act, Chapter 289 of Singapore. The registered address for Coutts & Co
Ltd, Singapore Branch is Level 24, One Raffles Quay, South Tower, Singapore 048583. Coutts & Co Ltd, Hong Kong Branch, is an authorised institution within the meaning of the Banking Ordinance
(Cap. 155, the Laws of Hong Kong) and a registered institution (CE Number: ABR813) under the Securities and Futures Ordinance (Cap. 571, the Laws of Hong Kong) carrying on Type 1 (dealing in
securities), Type 4 (advising on securities) and Type 9 (asset management) regulated activities. The registered address for Coutts & Co Ltd, Hong Kong Branch, is 26/F AIA Central, 1Connaught Road
Central, Hong Kong.

