
 

 

 

Review prepared by Morningstar Investment Management Europe Ltd 
1 Oliver’s Yard, 55-71 City Road, London EC1Y 1HQ 

 

May 2023 

 

 

 

Quarterly Model Portfolio 
Change Rationale 
Asset Allocation and Fund Selection Update 

 
 



2 
 

©2023 Morningstar.  All Rights Reserved.   

 

Model Portfolios –  
Asset Allocation and Fund Selection 
Update – May 2023 

 

This communication provides a summary of asset allocation and fund selection changes which were published in May 2023. 

 

Asset Allocation 

EV provides the asset allocations for the Model Portfolios over which 

Morningstar has no influence. As a result of the recent asset allocation 

update from EV, there were changes to the asset allocation for the following 

Model Portfolios. 

 

Summary of Changes 

 

Cautious Portfolio – Medium Term 

 

• The UK Equity weight has decreased from 11.00% to 10.00%  

• The US Equity weight has increased from 8.00% to 10.00% 

• The Japanese Equity weight has decreased from 5.00% to 4.00% 

 

Moderately Cautious Portfolio - Medium Term 

 

• The Government Bonds weight has increased from 52.00% to 53.00% 

• The UK Equity weight has decreased from 16.00% to 14.00%  

• The US Equity weight has increased from 15.00% to 17.00% 

• The Japanese Equity weight has decreased from 8.00% to 7.00% 

 

Balanced Portfolio - Medium Term 

 

• The Government Bonds weight has increased from 41.00% to 42.00% 

• The UK Equity weight has decreased from 22.00% to 19.00%  

• The US Equity weight has increased from 22.00% to 25.00% 

• The European Equity weight has decreased from 5.00% to 4.00% 

 

Moderately Adventurous Portfolio - Medium Term 

 

• The Government Bonds weight has increased from 18.00% to 19.00% 

• The UK Equity weight has decreased from 28.00% to 25.00%  

• The US Equity weight has increased from 30.00% to 34.00% 

• The European Equity weight has decreased from 8.00% to 7.00% 

• The Japanese Equity weight has decreased from 13.00% to 12.00% 

 

Adventurous Portfolio - Medium Term 

 

• The UK Equity weight has decreased from 18.00% to 16.00%  

• The US Equity weight has increased from 48.00% to 52.00% 

• The European Equity weight has decreased from 20.00% to 18.00% 
 

 

 

 

 

 

 

 

 

Cautious Portfolio - Long Term 

 

• The Government Bonds weight has increased from 53.00% to 54.00% 

• The UK Equity weight has decreased from 14.00% to 11.00%  

• The US Equity weight has increased from 18.00% to 21.00% 

• The Japanese Equity weight has decreased from 7.00% to 6.00% 

 

Moderately Cautious Portfolio - Long Term 

 

• The Government Bonds weight has increased from 39.00% to 40.00% 

• The UK Equity weight has decreased from 17.00% to 14.00%  

• The US Equity weight has increased from 23.00% to 26.00% 

• The Japanese Equity weight has decreased from 8.00% to 7.00% 

 

Balanced Portfolio - Long Term 

 

• The Corporate Bonds weight has increased from 6.00% to 7.00% 

• The UK Equity weight has decreased from 21.00% to 17.00%  

• The US Equity weight has increased from 28.00% to 33.00% 

• The European Equity weight has decreased from 10.00% to 9.00% 

• The Japanese Equity weight has decreased from 10.00% to 9.00% 

 

Moderately Adventurous Portfolio - Long Term 

 

• The Corporate Bonds weight has increased from 14.00% to 15.00% 

• The UK Equity weight has decreased from 24.00% to 20.00%  

• The US Equity weight has increased from 26.00% to 31.00% 

• The European Equity weight has decreased from 11.00% to 10.00% 

• The Japanese Equity weight has decreased from 11.00% to 10.00% 

 

Adventurous Portfolio - Long Term 

 

• The Corporate Bonds weight has increased from 1.00% to 2.00% 

• The UK Equity weight has decreased from 25.00% to 21.00%  

• The US Equity weight has increased from 32.00% to 37.00% 

• The European Equity weight has decreased from 15.00% to 14.00% 

• The Japanese Equity weight has decreased from 12.00% to 11.00% 
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Model Portfolios –  
Asset Allocation and Fund Selection 
Update – May 2023 

 

Fund Selection 

 

All Models  

• Remove Ninety One UK Alpha 

• Add Liontrust UK Growth 

 

Cautious – Medium Term 

• Add Jupiter UK Special Situations 

 

Cautious – Long Term 

Moderately Cautious, Balanced, Moderately Adventurous, 

Adventurous – Medium and Long Term 

• Remove Trojan Income 

 

Balanced, Moderately Adventurous, Adventurous – Medium and 

Long Term 

• Remove Man GLG Undervalued Assets 

 

Moderately Cautious, Balanced, Moderately Adventurous, 

Adventurous – Medium and Long Term 

• Add Artemis Income 

• Add Royal London Sustainable Leaders 

 

We have reviewed the UK blend within the Models and have recommended 

a number of changes, to build a more resilient UK blend and to reflect the 

departure of the manager on the Ninety One UK Alpha fund. 

 

In the lower risk Models with lower allocations to UK Equities we have 

recommended two funds, namely Liontrust UK Growth and Jupiter UK 

Special Situations, while in all other Models, where allocations to UK Equities 

are higher, we have recommended both these funds along with an allocation 

to the Artemis Income and Royal London Sustainable Leaders funds. 

 

Within the UK Equity blend, we are seeking to provide exposure to a 

combination of fund with growth and value styles.  

 

The two growth-biased funds are from Liontrust and Royal London.  

 

The Liontrust UK Growth fund is run by Julian Fosh and seeks companies 

able to sustain excess profitability for longer than the market expects, based 

on their intangible assets. The focus of the approach adds differentiation, 

clarity and narrows the investment universe, with the experienced Julian 

Fosh being well placed to implement this proven process. There is a clear 

bias to quality metrics and valuation metrics tend to be higher than the 

index.  

 

Royal London Sustainable Leaders aims to invest in companies that deliver a 

net benefit to society in terms of ESG. The ESG approach is designed to be 

flexible and is in line with the longer-term growth investment approach 

adopted by the manager, Mike Fox. Fox has managed this strategy since 

2003 with great success. 

 

These funds are complemented by an allocation to Jupiter UK Special 

Situations and Artemis Income.  

 

Jupiter fund manager, Ben Whitmore, has a genuinely contrarian investment 

philosophy, which is married with a long-term mindset. His process has been 

tried and tested over market cycles and we have high conviction that the 

fund can outperform.  

 

Artemis Income aims to provide investors with a yield in excess of that of the 

FTSE All-Share Index, along with growth. The long-term manager, Adrian 

Frost is supported by two co-managers who are both well regarded. 

Assessments of free cash flow and company management are key areas of 

research focus. This is a core mandate with a slight value bias that is 

managed using a sensible, tried and tested process.   

 

Liontrust UK Growth 

Key Pillars 

The fund has been managed by Julian Fosh with support from Anthony Cross 

since 2009. Further support is provided by the four other members of this UK 

all-cap team. 

 

The approach seeks companies able to sustain excess profitability for longer 

than the market expects, based on their intangible assets. Three key intangible 

assets are sought, intellectual property, strong distribution channels and 

significant recurring business. Analysis of future returns and valuation is then 

assessed, with any new purchase having to show below market valuation on 

one of five ratio-based metrics. Individual stock weightings are the result of a 

structured risk grading process. 

 

The portfolio is focused on the FTSE 350 and at the sector level has tended to 

favour consumer staples and industrials at the expense of utilities and 

materials. There is a clear bias to quality metrics and valuation metrics tend to 

be higher than the index and these biases may impact returns over the shorter 

term, however the fund has seen longer-term success.   

 

Opinion 

The fund is primarily invested in large and mid-cap UK equity names and as 

such does not suffer from the liquidity concerns present in some of the small-

cap offerings from this team. 

 

The focus of the approach adds differentiation, clarity and narrows the 

investment universe, with the experienced Julian Fosh being well placed to 

implement this proven process. 

 

Artemis Income 

Key Pillars 

Adrian Frost is an experienced investor and has managed the fund since 

January 2002. He is supported by Nick Shenton who joined the team in mid-

2012, initially providing analytical support before becoming a co-manager on 

the fund in July 2014. The pair hired Andy Marsh as a third co-manager in 

February 2018. 

 

The strategy aims to outperform the FTSE All-Share benchmark over the long 

term, while providing a growing income and a dividend yield at a premium to 

that of the index. Free cash flow is the cornerstone of the process. The co-

managers primarily hunt for companies with attractive free cash flow yields, 

with the goal of constructing a portfolio that generates cash flow in excess 

of the market. 
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Model Portfolios –  
Asset Allocation and Fund Selection 
Update – May 2023 

 

The team spend a significant amount of time appraising company 

management and believe that management's ability to allocate capital 

efficiently is crucial. 

The strategy, in part because of its focus on cash flow, has a value bias 

compared with the FTSE All Share Index. However, this slight value bias it is 

not more pronounced than that of the average UK Equity Income peer. The 

fund is managed as a core mandate and, with its considerable size, does not 

have the flexibility to invest significantly down the market-cap scale, but that 

has not hindered performance relative to the index over the medium term. 

Opinion 

The strategy benefits from a highly experienced management team that has 

consistently applied a sensible, tried-and-tested approach. The core-like 

nature of the approach means it is unlikely to significantly under- or 

outperform, over shorter-term time periods, however the consistency of 

approach has delivered strong returns over the long term. 

 

Royal London Sustainable Leaders 

Key Pillars 

Mike Fox has managed the strategy since November 2003, initially at the Co-

operative Group until its acquisition by Royal London Asset Management in 

July 2013, making him one of the longest-tenured UK manages within the 

sustainable investment space. George Crowdy and Sebastien Beguelin who 

joined the group in 2020 support him as co-managers, along with four 

dedicated analysts. They are also supported by the broader investment team, 

which includes ESG specialists. 

 

The fund’s aim is to invest in companies that deliver a net benefit to society 

in terms of the products and services they provide or that show leadership in 

environmental, social and governance management. The ESG approach is 

designed to be flexible and in line with a longer-term growth mindset. Fox 

primarily seeks to identify long-term growth opportunities that are 

underappreciated by the market, based on the belief that markets incorrectly 

fade long-term growth rates in certain circumstances. The team conducts 

CFROI analysis in order to understand value creation and what is already 

implied in current valuations.  

 

The fund shows a natural growth bias versus the FTSE All-Share Index. This 

search for growth is reflected in the manager’s willingness to include off-

benchmark overseas names (up to 20%) in the fund. Success has been seen 

over longer time periods, but the biases in the approach can be detrimental 

when other factors drive markets such as in 2022. 

 

Opinion 

Overall, Fox has applied the long-term approach consistently and to great 

success. The fund’s socially responsible objectives and longer-term growth 

approach do, however, limit exposure to certain sectors and companies, 

which may result in a return profile that differs markedly from that of the 

index and peers from time-to-time. 
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Important Information 

THIS DOCUMENT IS FOR PROFESSIONAL CLIENT USE ONLY AND SHOULD NOT BE DISTRIBUTED TO OR RELIED UPON BY RETAIL INVESTORS. 

 

Morningstar Investment Management Europe Limited is authorised and regulated by the Financial Conduct Authority to provide services to Professional clients 

 

©2023 Morningstar Inc. All rights reserved. The information, data, analyses and opinions (“Information”) contained herein: (1) includes the proprietary information 

of Morningstar; (2) may not be copied or redistributed except as specifically authorised; (3) is not warranted to be complete, accurate or timely; and (4) may be 

drawn from fund data published on various dates. Morningstar Investment Management Europe shall not be responsible for any trading decisions, damages, or 

other losses resulting from, or related to, this information, data, analyses, or opinions or their use. It is important to note that investments in securities involve risk 

and will not always be profitable.  Morningstar Investment Management Europe does not guarantee that the results of its investment recommendations or the 

objectives of the portfolio will be achieved.  Morningstar Investment Management Europe does not guarantee that negative returns can or will be avoided in any of 

its portfolios. The Portfolios described are intended as a guide to fund mixes that could be considered when populating the asset allocation for a particular risk 

profile. Past performance is not a guide to future returns and the value of investments can go down as well as up and investors may not get back the amount 

invested. Reference to specific securities is not a recommendation to buy or sell those securities. 

 

The Morningstar Analyst Rating should not be used as the sole basis in evaluating a mutual fund. Morningstar Analyst Ratings are based on Morningstar’s current 

expectations about future events; therefore, in no way does Morningstar represent ratings as a guarantee nor should they be viewed by an investor as such. 

Morningstar Analyst Ratings involve unknown risks and uncertainties which may cause Morningstar’s expectations not to occur or to differ significantly from what 

we expected. Morningstar Analyst Ratings are subject to change at any time and without warning. Please see www.morningstar.co.uk for the latest Ratings. 
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