
see money differently

As global central banks begin to scale back monetary stimulus, which has been the main catalyst driving equity market 
valuations, this note considers how to use the Nedgroup Investments Global Cautious Fund as a defensive allocation 
strategy to de-risk a diversified global portfolio.

Pyrford International

Nedgroup Investments Global Cautious Fund
A strategy for de-risking your portfolio

We certainly aren’t suggesting a collapse in equity markets 
when rates rise with the market broadly pricing in 4-5 US 
rate hikes of 25bps each during 2022. The US Fed has also 
been proactive in their communication of tapering their 
bond buyback program. However, what isn’t known, is the 
pace and size of these hikes, which is creating uncertainty 
in an environment where inflation prints are consistently 
above the Fed’s target rate. 

The Fed has a tricky balancing act as they manage 
inflation expectations, while at the same time protecting 
a rebounding US economy and avoiding stunting the US 
governments fiscal receipts as it embarks on an ambitious 
infrastructure spending plan. The market jitters have been 
seen in the CBOE VIX index (measure of implied volatility), 
which spiked in December and January. This increased 
volatility is not uncommon at the top of a monetary cycle.

Markets are anxious

The MSCI World Index returned 100% from March 2020 to 
end of December 2021. The injection of liquidity by global 
central banks through asset purchases after the onset of 
Covid-19 has been one of the major factors driving the 
returns of global equity markets. As central banks begin 
to taper these programs, what does this mean for equity 
markets? As seen in Chart 1, global equity markets followed 
the trajectory of asset purchases, which would lead us to 
believe that central banks tapering may result in a decrease 
in global equity markets.

Monetary stimulus has driven market valuations

From a valuation perspective, equity markets have risen 
to record highs compared to fundamentals. Chart 2 shows 
how equity valuations (measured by Price/Earnings+12m) 
have only ever been this expensive twice before. Other 
valuation charts such as dividend-to price or price-to-
economic output (GDP) all draw the same conclusion that 
market valuations are at historical highs. The long and the 
short is that central bank QE programs have been good for 
equities prices.

Equities are expensive
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Global equity follows central bank stimulus

CAPE Ratio of US Equity Market

VIX showing recent market jitters
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Disclaimer

This is a marketing communication. Please refer to the prospectus, the key investor information documents (the KIIDs) and the 
financial statements of Nedgroup Investments Funds plc (the Fund) before making any final investment decisions.
These documents are available from Nedgroup Investments (IOM) Ltd (the Investment Manager) or via the website: www.
nedgroupinvestments.com.

This document is of a general nature and intended for information purposes only, it is not intended for distribution to any person or 
entity who is a citizen or resident of any country or other jurisdiction where such distribution, publication or use would be contrary 
to law or regulation.  Whilst the Investment Manager has taken all reasonable steps to ensure that this document is accurate and 
current at the time of publication, we shall accept no responsibility or liability for any inaccuracies, errors or omissions relating to the 
information and topics covered in this document.  

The Fund is authorised and regulated in Ireland by the Central Bank of Ireland. The Fund is authorised as a UCITS pursuant to the 
European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations 2011 as amended and as may 
be amended, supplemented, or consolidated from time-to-time and any rules, guidance or notices made by the Central Bank which 
are applicable to the Fund.   The Fund is domiciled in Ireland.  Nedgroup Investment (IOM) Limited (reg no 57917C), the Investment 
Manager and Distributor of the Fund, is licensed by the Isle of Man Financial Services Authority.  The Depositary of the Fund is Citi 
Depositary Services Ireland DAC, 1 North Wall Quay, Dublin 1, Ireland. The Administrator of the Fund is Citibank Europe plc, 1 North 
Wall Quay, Dublin 1, Ireland.

The sub-funds of the Fund (the Sub-Funds) are generally medium to long-term investments and the Investment Manager does not 
guarantee the performance of an investor’s investment and even if forecasts about the expected future performance are included the 
investor will carry the investment and market risk, which includes the possibility of losing capital. 

The views expressed herein are those of the Investment Manager at the time and are subject to change. The price of shares may go 
down as well as up and the price will depend on fluctuations in financial markets outside of the control of the Investment Manager.  
Costs may increase or decrease as a result of currency and exchange rate fluctuations.  If the currency of a Sub-Fund is different to 
the currency of the country in which the investor is resident, the return may increase or decrease as a result of currency fluctuations.  
Income may fluctuate in accordance with market conditions and taxation arrangements.  As a result an investor may not get back the 
amount invested. Past performance is not indicative of future performance and does not predict future returns. The performance data 
does not take account of the commissions and costs incurred on the issue and redemption of shares.  
Fees are outlined in the relevant Sub-Fund supplement available from the Investment Manager’s website.
The Sub-Funds are valued using the prices of underlying securities prevailing at 11pm Irish time the business day before the dealing 
date.  Prices are published on the Investment Manager’s website.  A summary of investor rights can be obtained, free of charge at 
www.nedgroupinvestments.com.

Distribution: The prospectus, the supplements, the KIIDs, constitution, country specific appendix as well as the annual and semi-
annual reports may be obtained free of charge from the country representative and the Investment Manager. 

Switzerland: the Representative is ACOLIN Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich, whilst the Paying agent is 
Banque Heritage SA, Route de Chêne 61, CH-1211 Geneva 6. Nedgroup Investments (IOM) Limited is affiliated to the Swiss ombudsman: 
Verein Ombudsstelle Finanzdienstleister (OFD), Bleicherweg 10, CH-8002 Zurich. 
U.K: Nedgroup Investment Advisors (UK) Limited (reg no 2627187), authorised and regulated by the Financial Conduct Authority, is 
the facilities agent.  The Fund and certain of its sub-funds are recognised in accordance with Section 264 of the Financial Services 
and Markets Act 2000.
Isle of Man: The Fund has been recognised under para 1 sch 4 of the Collective Investments Schemes Act 2008 of the Isle of Man.  
Isle of Man investors are not protected by statutory compensation arrangements in respect of the Fund.

Pyrford, manager of the Nedgroup Investments Global 
Cautious Fund currently holds 80% of the fund in short- 
dated sovereign bonds with high liquidity and relative 
downside protection in the face of rising rates. The other 
20% is held in a portfolio of quality global equities. The 
liquidity of these bonds is key to their strategy. It allows the 
active manager to rotate into higher risk assets, such as 
equities, efficiently during periods of market stress, with a 
very low risk of locking in losses on their defensive income 
assets. Combined with Pyrford’s proven track-record of 
allocating to equities when markets have slumped in the 
past (2002, 2008, 2014 and 2020), this provides investors 
access to a fund that can deliver a defensive cash kicker in 
a portfolio mix and provide significant capital preservation, 
to help de-risk an investor’s overall portfolio.

Liquidity and allocation skills are key

Source: Pyrford International, Morningstar
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