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Market Overview 
 
The economic position of the Western world is today much better than we have seen in 
recent years. The USA are now well into the cycle of recovery; the UK is around 12–18 
months behind them and most of the EU are lagging 2 years behind the UK.  
 
Emerging Markets (EMs), on the other hand, are now experiencing the same conditions with 
which we were dealing in 2011; some countries’ GDP is contracting severely, such as China’s, 
and others are heading into recession and being downgraded by the big credit rating 
agencies, for example Brazil. This is reflected in the markets: consumers’ discretionary 
income is driving the prices on luxury goods in the USA and the UK; Europe is witnessing 
domestic trading manufacturers doing well despite economic ups and downs; and EMs are 
seeing commodity prices dropping and exporters struggling. 
 
Speaking of China, things are settling down from the now-infamous Black Monday, but many 
people still have understandable concerns about what might happen next.  Whilst China’s 
predicted growth figure for 2016 is 6.3% (compared with the IMF’s prediction of 2.2% for 
advanced economies) the possibility that this might slow to just 2.4% has been estimated at 
around 30%. With such a hard-hitting impact on the S&P and FTSE this year, this is something 
to which we are paying very close attention and considering in our asset allocation 
recommendations. 
 
Once more we seem to be in the grip of a “Will they? Won’t they?” guessing game around 
the Fed’s decisions on US rate rises, with the next decision due just before Christmas. This 
leads us to the question of an increase in UK rates. Whilst everyone can, and does, have an 
opinion on this, we are reassured by the fact that research shows the first rate rise has very 
little impact on markets in general and that the effects of rises are, in the main, priced in. We 
would prefer to focus our efforts on the events we know will take place, such as the US 
presidential election and the EU referendum in the UK. 
 
We spend a great deal of time speaking with and listening to Fund managers, and the 
conclusions that are being drawn are that this year has seen a turning point for the markets 
and investors, and we are now in a markedly different climate – one where we will 
experience more risk to obtain the same level of return.  There are many discussions around 
how portfolios need to be constructed to balance risk and reward and increase 
diversification. Sounds familiar, right? It is what we have been doing all along!  
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PORTFOLIO REVIEW 
 
As you can see from your valuations, either from us or from your provider, and probably 
know from your own personal experience, 2015 has been a difficult investment year.  
 
We are in a world where interest rates are still 0.5% and inflation is effectively zero, or 
thereabouts. Since the beginning of last December the FTSE 100 has lost just over 4%, the 
Dow Jones has lost a little over 3% and the FTSE All-Share Index has struggled to break even. 
 
We believe that 2016 should be a better year, with the General Election out of the way and 
corrections in China settling down. That said, our focus will still be on producing returns to 
beat inflation, and continuing to make sure that your portfolio has significantly lower risk 
than the FTSE 100 and All-Share Index. 
 
Please note that the following comments relate to 11 months of returns, as we are 
measuring January to December. The summary at the end of the update, that confirms the 
portfolio returns, is 12 months up until the 4th of December. These will differ slightly from 
your own valuations that you receive from us. With two high-impacting “macro” events this 
year (originating in Greece and China) how individual portfolios have performed will vary 
depending on the personal risk profile and, importantly, the timing of any deposits and 
withdrawals. 
 
 
Low Risk 

Given that three months ago the Low Risk portfolio return was sitting at 2.94% we are 
pleased to see that this has moved up to 4.80% for the year so far. A large portion of this has 
come from UK property investments, which have returned a very pleasing 6.93%, and global 
property, at 4.13%. The UK Income fund has also recovered well from the events of the 
summer to finish the year at 12.76%. 
 
With the potential for rate rises in the next 12 months we are looking at how this could 
impact the holdings in the Low Risk portfolio, as bonds are always sensitive to this type of 
activity.  
 
 
Medium Risk 

The last quarter’s return of 2.82% puts the Medium Risk portfolio at 8.94% for the year; this 
is the highest return of all the portfolios. With the FTSE 100 returning -1.45% for the year so 
far, we are very pleased with this level of return. 
 
The US equity holdings have rebounded since the end of summer, with returns of 5.86% for 
the quarter, pushing it into a positive position for the year of 7.01%, which, considering the 
impact that China had on S&P 500, is good to see. 
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However, the star of the Medium Risk portfolio for the year (indeed, in the entire portfolio) 
has to be the UK Smaller Companies fund, which has returned 19.89%; you will remember 
that we have been increasing our holdings in this sector over the course of the year and this 
has proved to be a good decision, and one we are likely to continue with over the next 12 
months. 
 
 
High Risk 

The end-of-year position for the High Risk portfolio is a disappointing −0.70%. Although it has 
done well over the quarter, producing 2.57% in that time, this has not been enough to 
counteract the losses that were experienced in the summer months. Japan and China have 
been the best performers over the quarter, giving 7.70% and 10.19%, respectively, but it is 
the introduction of the new European Smaller Companies fund that has pleased us the most. 
We worked diligently to find an area that we felt offered the potential to boost the returns in 
the High Risk portfolio and are confident that this is something that we will see continue. In 
fact, all the funds in the High Risk portfolio, with the exception of Africa and Gold, have 
produced a positive result over the last three months and, whilst we would have preferred to 
have seen this across the whole year, we are satisfied that this is a more normal situation 
and we expect it to continue in the coming months. 
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Action to be taken 

 
We are not recommending any changes to the portfolios at this time, although we believe 
there will be some changes required in January or February and we continue to monitor the 
Japanese part of the portfolio, so please do keep an eye on your email. 
 
Annual Performance of the Penguin Advanced Investment Strategy Portfolio’s –  
 

 
 
 
As always, if you are unsure which portfolio you are in (the number portfolio you are in 
dictates how much you have in each of the low, medium and high sections) please email the 
team for confirmation, or take a look at your last Penguin Valuation Pack. 
 
Merry Christmas to you and your family from all the team at Penguin. 
 

 
12 Month return FTSE 100 FTSE FER 

Cash Proxy 

Penguin AIS Portfolio 3 4.07% -3.08% 0.23% 

Penguin AIS Portfolio 4 4.43% -3.08% 0.23% 

Penguin AIS Portfolio 5 4.15% -3.08% 0.23% 

Penguin AIS Portfolio 6 3.52% -3.08% 0.23% 

Penguin AIS Portfolio 7 3.40% -3.08% 0.23% 

Penguin AIS Portfolio 8 2.30% -3.08% 0.23% 
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