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Q3 2018 Report 
A review of the markets and our updates 
 

Performance - Cumulative 

 
 

Performance - Calendar Years 

 
Notes: (1) Portfolio performance relates to the Total Return Balanced Portfolio; performance data as provided by Schroder & Co. Limited (Schroders) and Julius 
Baer and not independently verified. Includes fees from July 2013. Portfolio inception 30 September 2009. (2) Source: STEPS Enhance Medium Risk Benchmark 
which is independently compiled by Enhance Group. Prior to 2013 we have referred to the FE Trustnet IA Mixed Investment 40-85% Shares. Returns to 30 
September 2018. 

 
Market Review 
 
The topics that dominated equity sentiment in the third quarter of the year rather mirrored those of the 
second quarter. Equity markets in Europe continued to underperform those in America. The Chinese 
equity market underperformed both the US and Europe, leading to concerns as to the strength of the 
Chinese economy. September, which can be a difficult month for equity markets traditionally, passed 
without a great deal of volatility after a slightly difficult start. Global equities overall continued to make 
gains in the third quarter, mainly due to the continued strength in US equity markets as investors 
remained focussed on the benefits from the strength of the US economy.  
American investors were undeterred by the Federal Reserve’s desire to continue to tighten monetary 
policy, along with political and trade tensions that were impacting sentiment in other markets. The FTSE 
All Share Index fell in the previous quarter as Brexit takes its toll on sterling and investor sentiment. 
Possibly slightly surprisingly, the UK economy seems to be holding up despite Brexit concerns leading to 
the Bank of England raising interest rates in August. Emerging markets, whose performance is largely 
correlated to the strength or otherwise of the US dollar, lost ground.  
Global bond yields rose in the quarter as economic data remained supportive and the Federal Reserve 
went through with its third-rate hike of the year in September. The US ten-year treasury yield, which had 
reached three percent in previous months, then retreating, seem to find a new base at the higher level. 
Italian bond yields rose as tensions increased between the Italian Government’s budget plans and the rest 
of the European Union.  

Q3 2018 YTD 2018 1 Year 3 Years 5 Years Since 
inception

CAGR Since 
inception

Frank Investments(1) 1.9% 3.6% 4.8% 34.7% 40.1% 106.0% 8.4% 

Benchmark(2) 0.6% 1.0% 3.4% 24.2% 32.4% n.a. n.a. 

2017 2016 2015 2014 2013 2012 2011 2010

Frank Investments(1) 6.6% 16.8% -0.3% 4.6% 15.4% 12.7% -4.3% 18.2%

Benchmark(2) 7.7% 10.4% 2.0% 5.2% 10.8% 8.1% -3.0% 11.4%
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Generally, commodity prices were weaker across the board in the past quarter. One notable exception was 
the price of oil as Middle Eastern tensions surrounding Iran and a lack of response from other OPEC 
members led to supply concerns. Brent Crude gained over 5% on the quarter.  
One thing that was noteworthy in the quarter was the rise in the Vix index despite the strong US equity 
performance. This suggests that more troubling times may be ahead.  
 

Portfolio 
 
Our portfolio gained 1.9% in the third quarter, resulting in a total return of 3.6% YTD. This compares to 
+0.6% for our benchmark peer group for the quarter and 1.0% YTD. (All figures stated after fees)  
In Q3, we added modestly to Rio, Vodafone and Aviva. With Rio Tinto, the stock began to look attractive 
not only against its peers but also on its absolute valuation metrics. The stock has a solid dividend yield 
and is currently conducting a billion-dollar share buyback programme. Aviva had been underperforming 
and had fallen to a reasonable entry point to add to the position. As for Vodafone, we believe the equity 
market is taking a more pessimistic view of the company dividend then the credit market; in conjunction 
with this, analyst revisions have stabilised recently. We have also noted several directors have announced 
share purchases.  
We also added to Sage, which was impacted by the departure of its Chief Executive, due to concerns that 
the company’s transfer to a cloud-based system was not moving swiftly enough. However, Sage 
management has maintained earnings guidance for the year. 
Whitbread was in favour after a disposal announcement for its Costa Coffee business. We took some 
profits on the announcement and hold the position for further upside to be realised from the group. 

 

Outlook 
 
The coming weeks will continue to be dominated by sentiment towards the many subjects that have been 
taxing investors minds over the past quarter, trade wars, Italian budget, Brexit, and US interest rates. For 
the coming quarter we can probably add in the midterm elections and third quarter company earnings. In 
our view what has the potential, more than any of these topics, to disrupt the global economy is the 
Middle East and the subsequent effect on the oil price. The price of Brent crude oil, as we noted in our 
opening comments, has traded above 80 dollars a barrel in the past three months, a four-year high. The 
recent rise has been mainly as a result of sanctions on Iran. Although the Saudi government has 
apparently increased supply modestly over the past couple of months. This has not prevented speculators 
predicting oil could hit 100 dollars a barrel. Add the recent tensions with Saudi over the suspected death 
of Jamal Kashoggi, despite the Saudi unwritten commitment not to use oil as a political weapon, history 
tells you that oil price spikes invariably lead to economic recessions.  
 
This is not to discount the impact some of the other topics which could affect the global economy, 
probably US interest rate policy being the top of the list. We have seen bond yields rise, particularly at the 
longer end. This is generally a good sign for an economy, however, the equity market needs to adjust to 
these higher rates. The US economy remains strong, however, there are signs not only in the US but in 
other parts of the world inflation is starting to pick up again. Should the market get the sense that interest 
rates will rise faster than anticipated this will have an impact on global equity markets.  
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Charts and Tables - Cumulative Performance 

   
 
Charts and Tables - Calendar Performance 

 

Notes: (1) Portfolio performance relates to the Total Return Balanced Portfolio; performance data as provided by Schroder & Co. Limited (Schroders) and Julius 
Baer and not independently verified. Includes fees from July 2013. Portfolio inception 30 September 2009. (2) Source: STEPS Enhance Medium Risk Benchmark 
which is independently compiled by Enhance Group. Prior to 2013 we have referred to the FE Trustnet IA Mixed Investment 40-85% Shares. Returns to 30 
September 2018. 

 
 

Q3 2018 6 months 1 Year 3 Years 5 Years
Frank Investments 1.9% 8.2% 4.8% 34.7% 40.1%
Benchmark 0.6% 4.1% 3.4% 24.2% 32.4%
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2018 YTD 2017 2016 2015 2014 2013 2012
Frank Investments 3.6% 6.6% 16.8% -0.3% 4.6% 15.4% 12.7%
Benchmark 1.0% 7.7% 10.4% 2.0% 5.2% 10.8% 8.1%
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Yours sincerely, 
 
 
Paul 
 
Paul Sedgwick FCSI 
Director, Head of Investment 

Howard Weller 
Director 

 


