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Is cash king?

Multi-asset portfolios closed out the 2rst half of 030w mith a godest nai.E qyuitb retur.s mere led 

Ub S( )larnelb the tech.olonb sector,J kapa.ese a.d quropea. garKetsJ mhilst SA eyuities mere vat 

a.d egerni.n garKets fellE I stro.ner pou.dJ anai.st gost curre.cies this bearJ held UacK o5erseas 

eyuitb retur.sE %.terest rate rises co.ti.ued at pace this bearJ cappi.n Uo.d retur.sE %. the SAJ Uase 

rates hit –? i. ku.eJ leadi.n us to asK the yuestio. T is cash .om Ki.n9

1he effect of i.terest rate rises ca. 5arb depe.di.n o. the asset classJ Uut tbpicallb those that 

Ue.e2tted frog the ultra-lom i.terest rate e.5iro.ge.t of the 033B-030W era are .om u.der 

pressure follomi.n the rate rises )especiallb at the pace theb ha5e do.e,E xroadlb speaKi.nJ it is the 

gost co.5e.tio.al asset classesJ such as eyuities a.d Uo.dsJ that ha5e suffered the gostE 1his mas 

the dri5i.n factor for gulti-asset portfolios ha5i.n such a dif2cult bear i. 0300 T a reprici.n of assetsJ 

relati5e to i.terest ratesE 

Cith i.terest rates i. the SA a.d S( arou.d –?J cash is .om a crediUle optio. i. portfoliosJ as mell 

as a. asset class for i.5estors to co.sider i. isolatio.E Ma.b gore offeri.ns are Uecogi.n a5ailaUle 

for i.5estors to access a retur. .ear to that of i.terest ratesJ mhether that is Ua.K sa5i.ns rates or 

go.eb garKet fu.dsE I. e+agple of o.e such optio. is our 8ash4 portfolioJ pro5idi.n i.5estors mith 

.ear Uase rate e+posureJ throunh a gi+ of go.eb garKet fu.ds a.d ultra-short duratio. Uo.d fu.dsE 

qyuallbJ soge Ua.Ks are offeri.n sa5i.ns accou.ts close to that of curre.t Uase ratesE 

Chilst cash is clearlb attracti5eJ i.5estors .eed to co.sider mhat holdi.n cash gea.sJ relati5e to 

their lo.ner-terg noalsE Chilst stocKs a.d Uo.ds ha5e strunnled i. the last WO go.thsJ theb ha5e 

)historicallb, Uee. a se.siUle Ule.d of assets to hold o5er the lo.n-terg to pro5ide i.vatio. Ueati.n 

retur.sJ mell ahead of cashE 1he reprici.n of cash rates has also gade Uo.d a.d eyuitb i.5estge.ts 

co.sideraUlb gore attracti5eJ mhere i.5estors ca. reaso.aUlb assuge lo.n-terg e+pected retur.s 

are .om gore fa5ouraUle tha. theb mere tmo bears anoE xo.dsJ for e+agpleJ offer bields Uetmee. 

–? )for short-dated no5er.ge.t Uo.ds, a.d W3? )for hinh bield Uo.ds,J cogpared to 3? a.d 

6?J respecti5elbJ at the Ueni..i.n of last bearE Lur prefere.ce is i. short-dated i.5estge.t nrade 

corporate Uo.dsJ mhere i.5estors ca. net attracti5e bields of arou.d /E–?J mithout taKi.n guch 

credit or duratio. risKE Fo.ner dated no5er.ge.t Uo.dsJ mhilst bieldi.n closer to 6?J offer a. 

attracti5e recessio. hedneE %. additio.J i.de+-li.Ked Uo.ds pro5ide i.5estors mith protectio. anai.st 

i.vatio. go5i.n UacK aUo5e tre.dE qyuitb i.5estge.ts are gore fairlb 5alued as mell after the 

post-pa.degic e+uUera.ceJ mith 5aluatio. getrics such as price:ear.i.ns a.d price:UooK 5alue 

ratios closer to lo.n-ru. a5eranesJ gea.i.n i.5estors are .o lo.ner o5er-pabi.n for stocKsE 

Bottom Line

1he re-prici.n of cash rates has pro5ided a crediUle alter.ati5e asset for i.5estors to co.siderJ 

Uut also gateriallb igpro5ed the attracti5e.ess of i.5esti.n i. eyuities a.d )gore so, Uo.dsE Vor 

i.5estors mith lo.ner-terg noalsJ the 5aluatio. UacKdrop of a gulti-asset portfolioJ a.d thus the 

e+pected lo.ner-terg retur.sJ has igpro5ed mith the rise i. cash ratesE 1hereforeJ a.b allocatio. 

to cashJ throunh a portfolio stratenb or Ua.K depositJ should Ue co.sidered part of a lo.ner-terg 

stratenbE 
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Q&A
What’s on your mind?

Why are interest rates so important to investors?
Is i.terest rates riseJ the attracti5e.ess of holdi.n sa5i.nsJ o5er co.5e.tio.al asset classes liKe eyuities a.d Uo.dsJ also i.creasesE xoth Uo.ds a.d eyuities are 

effecti5elb priced off i.terest ratesE Vor Uo.dsJ ne.erallb speaKi.nJ mhe. i.terest rates riseJ so do bieldsJ a.d as a result prices fallE Vor eyuitiesJ a cogpo.e.t 

part of the 5aluatio. is the discou.t rate applied T as this i.creases )mhe. rates rise,J so does the discou.t rate applied to future nromth a.d thus 5aluatio.s 

coge dom.E %.5estors .eed to also co.sider the seco.d order effects that i.creased i.terest rates ha5eJ such as the tinhte.i.n of 2.a.cial co.ditio.s a.d the 

co.strai.ts this has o. nromthE %. soge cases this ca. Ue recessio. i.duci.nJ mhich is a.other reaso. mhb eyuities ha5e strunnled to gaKe guch pronress i. 

rece.t bearsJ as fears of a recessio. ha5e Kept i.5estors cautiousE

How do sovereign bonds provide resilience in periods of economic stress? 
(o5erein. Uo.ds are deUt issued Ub no5er.ge.ts to support puUlic spe.di.nE 1heb are a. i.tenral part of a.b gulti asset portfolio pro5idi.n a staUle cash vom 

i. .orgal tiges mhile offeri.n soge .eeded resilie.ce i. periods of eco.ogic stressE I. e+agple of this resilie.ce cage i. the cale.dar bear of 033OJ mhe.J 

agid the 2.a.cial crisisJ SA Do5er.ge.t Uo.ds retur.ed W0? mhile the nloUal eyuitb garKet fell o5er 03?E Chat is it that ni5es so5erein. Uo.ds such defe.si5e 

characteristics9 VirstlbJ there is 5erb little risK of defaultJ or i. other mords it is 5erb u.liKelbJ especiallb i. de5eloped eco.ogiesJ that the no5er.ge.t mill .ot 

repab their deUtsE (eco.dlbJ duri.n recessio.sJ ce.tral Ua.Ks te.d to cut their Uase rate to help stigulate the eco.ogbJ mhich has the effect of reduci.n bields o. 

so5erein. Uo.dsE Is stated aUo5eJ mhe. Uo.d bields fallJ their price risesJ allomi.n so5erein. Uo.ds to Ue.e2t frog a. eco.ogic dom.tur.E

What is the summer seasonal effect on markets?
1he re.om.ed stocK garKet adane 'sell i. Mab a.d no amab' sunnests that eyuitb garKets te.d to face challe.nes i. the sugger go.thsE 7ata supports this 

claigJ di5idi.n the bear i.to Mab-LctoUer a.d !o5egUer-Ipril periods a.d cogpari.n perforga.ce o5er the past –3 bearsE %. this –3-bear stretch the SA garKet 

e+perie.ced a5erane go.thlb retur.s of -3E36? duri.n Mab-LctoUerJ mhile !o5egUer-Ipril shomed hinher retur.s of WE3B?E 1his tre.d is oUser5ed i. other 

cou.triesj eyuitb garKets tooJ mith the leadi.n i.de+es i. the S( a.d qurope also perforgi.n .otaUlb Uetter i. the !o5egUer-Ipril periodE %t is Uelie5ed that 

reduced tradi.n 5oluge a.d i.creased 5olatilitb duri.n sugger go.thsJ as fu.d ga.aners a.d traders taKe tige offJ co.triUute to this patter.E (oge also arnue 

that this cbcle has Uecoge self-ful2lli.nE Ce are gore sceptical of this phe.oge.o. a.d place little 5alue o. it i. our decisio. gaKi.nL

For more information, please contact your adviser.

Disclaimer
1he 5alue of i.5estge.ts a.d the i.coge frog theg ca. no dom. as mell as up a.d i.5estors gab .ot reco5er the agou.t of their orini.al i.5estge.tE 1he 
sterli.n 5alue of o5erseas i.5estge.tsJ a.d the i.coge frog thegJ mill vuctuate as a result of curre.cb go5ege.tsE $ast perforga.ce is .ot a nuide to future 
perforga.ceE 1he i.forgatio. i. this docuge.t is Uelie5ed to Ue correct Uut ca..ot Ue nuara.teedE !o represe.tatio. or marra.tb )e+press or othermise, is 
ni5e. as to the accuracb or cogplete.ess of the i.forgatio. co.tai.ed i. this puUlicatio.E

1his puUlicatio. does .ot co.stitute professio.al ad5ice a.d does .ot co.stitute a. offer to sell or a solicitatio. of a. offer to purchase a.b securitb or a.b 
other i.5estge.t or productE Ispe.J throunh !orth 8apital Ma.anege.t as the renulated 2rgJ mill .ot accept a.b liaUilitb for the co.seyue.ces of acti.n or .ot 
acti.n upo. the i.forgatio. co.tai.ed i. this puUlicatio.E Lpi.io.s e+pressed are solelb the opi.io.s of Ispe.E Ill e+pressio.s of opi.io. are suUMect to cha.ne 
mithout .oticeE 1his docuge.t gab .ot Ue reproduced or distriUuted i. a.b forgat mithout the prior mritte. co.se.t of Ispe.E !orth 8apital Ma.anege.t Ftd 
is authorised a.d renulated Ub the Vi.a.cial 8o.duct Iuthoritb )VY! "Ww660,E YenE i. (cotla.d )(8–3Bw/3,E


