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Risk factors you should consider 
before investing: 
a. The value of an investment  and the 

income from them can fall as well as 
rise and is not guaranteed. An investor 
may get back less than they put in. Past 
Performance is not a guide to future 
performance. 

b. Investing globally can bring additional 
returns and diversify risk. However, 
currency exchange rate fluctuations may 
have a positive or negative impact on the 
value of your investment.

c. Bonds are affected by changes in 
interest rates, inflation and any decline 
in creditworthiness of the bond issuer. 
The fund’s portfolio may have significant 
exposure to bonds that typically have 
lower ratings. Bonds that produce a 
higher level of income usually also carry 
greater risk as such bond issuers may 
not be able to pay the bond income as 
promised or could fail to repay the capital 
amount used to purchase the bond. 
Where a bond market has a low number 
of buyers and/or a high number of sellers, 
it may be harder to sell particular bonds 
at an anticipated price and/or in a timely 
manner.

d. Contingent convertible bonds can 
automatically convert into shares or be 
written down if the financial strength of 
the issuer falls in a certain way. This may 
result in substantial or total losses of the 
bond value.

e. The Sub-fund can use derivatives in 
order to meet its investment objectives 
or to protect from price and currency 
movements. This may result in gains or 
losses that are greater than the original 
amount invested. The fund does not 
make extensive use of derivatives.

f. Emerging markets or less developed 
countries may face more political, 
economic or structural challenges than 
developed countries. This may mean 
your money is at greater risk. The Fund 
may also invest in Frontier Markets which 
involves similar risks, but to a greater 
extent since they tend to be even smaller, 
less developed, and less accessible than 
other Emerging Markets.

For Financial Adviser Use Only

Activity 
During the quarter, we increased our US 
crossover credit allocation, based on 
compelling long-term risk-adjusted returns. 
This was largely funded from a reduction in 
our overall exposure to ABS. Given our current 
outlook, we felt this shift in our credit exposure 
was appropriate.

We made a reduction to our property 
allocation over the period. Following further 
evaluation of the potential impact of a changing 
macroeconomic environment on long-term 
returns across our property exposure, we made 
a decision to trim a number of stocks. We 
completely exited our investment in Home REIT 
for the reasons highlighted above.

Within special opportunities, we exited precious 
metals mining royalty investor Franco Nevada 
on valuation grounds. This was connected to 
the Panamanian government announcing an 
order for the closure of the Cobre Panama 
mine in the country. Franco Nevada’s largest 
asset is a gold stream at the mine, which 
represents close to 20% of both net-asset 
value and earnings before interest, taxes, 
depreciation and amortisation. While the 
dispute may ultimately be settled, we felt 
that an exit was merited given the material 
uncertainty the closure generated and the 
fact the potential impact was not appropriately 
reflected in the price of the company. Lastly, 
within infrastructure, we adjusted some 
individual positions on valuation grounds. 

Portfolio positioning and outlook 
Global equities rose in aggregate over 
the fourth quarter of 2022. In October and 
November, equities rebounded from falls 
earlier in the year, with stocks rising in the US, 
Europe, the UK and developed Asia. Although 
emerging markets fell in October, they 
performed strongly in November. The positive 
performance from global equities was driven 
by initial investor optimism with regard to 
inflation and central bank tightening. Investors 
expected that the US Federal Reserve (Fed) 
would slow the pace of future rate increases 
after US data showed that inflation was 
decelerating. However, global equities fell in 
December, as investors grew concerned about 
the slowing global economy, the possibility 
of a recession and rising cases of Covid-19 
in China. The US was one of the hardest-hit 
equity markets. Although the UK was one of 
the better-performing markets, the FTSE 100 
and FTSE 250 indices both fell over the month.

The Fed, the Bank of England (BoE) and 
the European Central Bank (ECB) all raised 
interest rates twice over the quarter, with all 
three central banks raising them by 75 basis 
points (bps) early in the quarter, followed 
by a smaller 50 bps raise. The 50 bps rate 
rises marked a deceleration in the pace of 
monetary tightening, but all three central 
banks stressed that further action would be 
needed to moderate high inflation in future. 
In the UK, although inflation fell in November 
from October, it rose again in December, 
overtaking its October figure. ECB president 
Lagarde stated that the Eurozone’s predicted 
winter recession will be short and shallow but 
flagged rising wages as a key contributor to 
stubborn inflation. US annual inflation fell over 
the quarter. US corporate bond and Treasury 
prices fell in December. Gilts, European 
sovereign and corporate bonds also fell. 

Global equity markets will continue to 
face challenges in 2023. Despite cautious 
optimism from investors in November, as 
falling US inflation data signalled a possible 
deceleration in interest-rate rises, investors 
are now concerned that entrenched inflation 
and sustained rate hikes could result in a 
harsh economic downturn. We believe that 
many of the market pressures in 2022, such 
as high energy prices, the cost-of-living crisis 
and rising interest rates, will continue into 
next year. In the UK and Europe, we feel that 
earnings forecasts have not priced in the likely 
slowdown in GDP growth. In the US, although 
growth remains positive, it is slowing, and 
we believe that there will need to be a rise in 
unemployment in order to tame core inflation. 

In fixed-income markets, although the Fed, the 
BoE and the European Central Bank (ECB) 
raised rates by 50 bps rather than 75 bps at 
their last meetings, they stressed that further 
action is required. Fed chair Powell stated 
that “ongoing hikes will be appropriate”. ECB 
president Lagarde confirmed that the smaller 
raise did not signal a policy pivot and investors 
could expect rate rises “at a 50-basis-point 
pace for a period of time”. In the UK, we 
believe the BoE could raise rates to 4.5% next 
year before it begins to cut rates in the second 
half.
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Discrete annual performance year to 31/12

Past performance is not a guide to future results. The value of investments, and the income from 
them, can go down as well as up and an investor may get back less than the amount invested. This 
investment may be affected by changes in currency exchange rates.

Fund performance has been calculated net of Annual Management Charge.
Source: abrdn
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Investment involves risk. The value of investments, and the income from them, can go down as well as up and an investor may get back less than the amount 
invested. Past performance is not a guide to future results. This investment may be affected by changes in currency exchange rates.
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Performance
Investment markets generally experienced 
positive performance over the fourth quarter, 
although there were pockets of weakness 
and volatility remained elevated. Against this 
backdrop, our core equity allocation performed 
broadly in line with global equities and our 
EuroStoxx dividend futures allocation and UK 
mid-cap strategy both materially outperformed.  

Our local-currency emerging-market bond 
allocation produced a positive return when 
measured against our funding basket. Income 
generation and price appreciation offset currency 
losses. Our allocation to infrastructure performed 
resiliently over the fourth quarter. We believe this 
reflects limited economic sensitivity to underlying 
cashflows, positive contracted inflation linkage 
across many assets and high power prices, which 
have benefited our renewable infrastructure 
allocation in particular. 

Property produced a negative return over the 
quarter as investors continued to consider the 
impact of rising interest rates and what this means 
for both the property valuations and the cost of 
borrowing for investors. Our crossover credit 
allocation produced a positive return, largely 
driven by income generation. The allocation is 
primarily invested in US investment-grade credit 
with a smaller allocation to higher-quality high-
yield bonds. 

Asset-backed securities produced a positive 
return over the quarter, largely driven by income 
generation and higher bond prices. The asset 
class offers attractive spreads and is floating rate 
in nature and therefore benefits from rising rates. 
Our absolute return position consists of defensive 
long US dollar and Japanese yen positions 
held against a basket of economically sensitive 
currencies. The Japanese yen contributed 
positively to performance, with our long US 
dollar position detracting from returns. Special 
opportunities includes allocations to a diverse 
range of exposures with differing return drivers 
and risk characteristics. Over the quarter, our 
holdings (on aggregate) contributed positively to 
performance.   

g. Investments in REITs and companies 
engaged in the business of real estate 
may be subject to increased liquidity 
risk and price volatility due to a variety 
of factors, including local, regional 
and national economic and political 
conditions, interest rates and tax 
considerations.


