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Market Backdrop 

Fig 1: Market returns as at 30th June 2022  
Past performance of investments is not a reliable indicator of their future performance. The value of investments and any 
income can fall.  
 
For discrete 5-year performance of these indices, see page 11.   
Source: Bloomberg. Indices used: Bloomberg Barclays Sterling Gilts, MSCI USA Net Total Return, MSCI UK Net Total Return, 
MSCI Europe ex UK Net Total Return, MSCI Emerging Markets Net Total Return (GBP) 

 

Inflation fears… 

In the second quarter of the year, equity markets fell as 

investors increasingly priced in a weaker economic 

outlook. The inflation problem is now broader and more 

challenging than initially expected fuelling the prospect of 

a faster pace of interest rate hikes. In June, the Federal 

Reserve pulled the trigger on a 0.75% rate hike which was 

the largest single-meeting increase in nearly 30 years.   

 

The Russian invasion of Ukraine and renewed lockdowns 

in China continued to put a strain on supply chains and 

upward pressure on commodity prices adding to inflation 

woes.  

 

… translate into recession fears… 

Over the last weeks, we could see fears of a sticky inflation 

transition into recession fears. The focus clearly shifted to 

the broader impact of the central banks’ policies on global 

economic activity. The question remains: will rising 

interest rates slash employment and consumption 

spurring recession, or can central banks reduce inflation 

without sending the economy into a downturn? 

 

To put recent performance into perspective, the US index 

S&P 500 has fallen 20% since the beginning of the year 

which is the worst performance since the energy crisis of 

the 1970s.  

 

 

…with few places to hide…  

Bond markets also have seen their worst performance in 

decades failing to offer the protection that investors 

would typically expect. Rising interest rates in western 

countries caused declines in prices of both government 

and corporate bonds. In fact, broad treasury indices (e.g. 

Bloomberg Global Treasury Index) have fallen around 

15% since the start of the year. 

 

Broad commodities indices also came under pressure as 

fears of a pending recession grew stronger. After reaching 

a peak at the end of May they finished the quarter with 

negative returns. 

 

…and high volatility. 

Investors are examining economic and inflation data with 

much scrutiny hoping for signs of peaking inflation. This 

increases volatility in the markets as new information 

moves sentiment almost on a daily basis.   

 

It would be easy to get caught up in these short 

movements and to lose sight of your long-term 

investment objectives. However, market movements can 

happen very abruptly and are hard to time; a well-

balanced portfolio diversified across asset classes helps in 

smoothing your investment journey and offers peace of 

mind.   
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Fund Performance 
2022 Q2 – Equities and Bonds decline further in light of recession fears  

2022 YTD  

as at end Jun 

2021 

 

2020 

 

2019 

 

3yr 

(p.a.) 

5yr 

(p.a.)  

Income Summary 

 

Fund -8.5 12.4 1.6 17.6 2.6 4.7  12m distribution yield 3.0% 

ARC Steady Growth* -10.3 12.3 3.5 15.6 2.9 3.7  Next distribution 1.01p 

Relative 1.8 0.1 -1.9 2.0 -0.3 1.0  Distribution date 29-Jul 

Fig 2: Charity Fund performance to 30 June 2022 
Past performance of investments is not a reliable indicator of their future performance. The value of investments and any 
income can fall.   

For a description of the ARC Index and discrete 5-year performance of indices, see page 11.  
* The most recent quarter for the ARC Steady Growth Charity Index is the estimated ARC number.  
 

Recession fears dominate markets  

 Performance for the Fund was negative into the 

second quarter at -7.0% driven by a strong decline in 

both equity and bond markets.  

 This takes the year to date performance to -8.5%, 

1.8% ahead of ARC Steady Growth estimated return.  

 The longer term outperformance was maintained at 

1.0% p.a. over 5 years against ARC Steady Growth.  

 Developed market equities declined sharply as 

investors discounted the increasing possibility of an 

economic recession.  

 US and European markets struggled the most, while 

UK large caps and China fared better during the 

quarter.  

 Bond markets dropped in prices across all markets 

with our benchmark indices down between 6% and 

8% for the quarter.  

 

 

 

 

 

 

 

 

 

 

 

 

Performance contributors and detractors 

 Our more defensive direct equity holdings in the 

portfolio helped cushion falls in equity markets.  

Consumer staples Colgate-Palmolive and Unilever 

(see page 7) performed strongly as well as healthcare 

companies GlaxoSmithKline and AstraZeneca. 

 Conversely, companies more sensitive to the 

economic cycle such as Amazon or mining companies 

BHP and Rio Tinto traded down in light of mounting 

recession fears.  

 Our third party equity and bond funds also struggled 

against the current economic backdrop. However, our 

more defensive Vanguard FTSE All-World High 

Dividend Yield Fund as well as the Fidelity Asia Fund 

fared relatively better.  

 Alternative assets offered some protection: The 

Mayfair Property Income Trust for Charities continued 

to deliver attractive and stable returns while the 

Wisdom Tree Gold ETF was roughly flat in sterling 

terms.  

 

 Fig 3: Barclays Charity Fund performance against ARC 

Past performance of investments is not a reliable indicator 

of their future performance. The value of investments and 

any income can fall. 
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Portfolio Activity 
Reducing risk exposure in light of heightened recession fears  

             

Fig 4: Transactional activities over the last quarter 

 

Bought 

 We replaced the Goldman Sachs Structured Product 

note that matured last quarter with the Morgan 

Stanley Phoenix Structured Product note. The note 

provides us with a regular income at an attractive 

yield. We see limited downside risk at now 

depressed equity market levels.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Sold  

 We sold our holding in the Xtrackers ESG MSCI 

Emerging Markets to reduce our investments in 

Emerging Market equities. This decreased our risk 

exposure to a slowdown in global economic activity. 

Survey data such as purchasing manager’s indices 

(PMI) point to a deceleration in growth whilst tighter 

monetary policy and higher commodity prices are 

likely to squeeze disposable income and slow overall 

consumption.  

 We also sold our position in Alibaba. The company 

has tried to keep up with e-commerce competition, 

but has been unable to convert their investments 

into market share gains resulting in a gradual decline 

on their return on capital. Furthermore, increased 

geopolitical risks and more regulation from the 

Chinese government exposed us to heightened risk.    

Reduced 

 We reduced our position in BHP to realize gains as 

mining companies have benefitted strongly from 

higher commodity prices which now face the risk of 

slowing global demand.  

 In addition, we received shares in Woodside Energy 

which, following a corporate action, was spun out of 

BHP after the sale of their oil and gas assets. We 

exited this small position.     

 

 

 
 

Buy structured note Reduce Emerging Market 

Equities and BHP  
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Portfolio Asset Allocation 
Strategic blend of assets to generate long-term income and capital growth  

Long-term focus on equities  

 Our preference for equities over bonds is based on 

the fund’s longer term investment horizon, and 

objective to generate returns through a combination 

of income and capital growth. 

 We invest in direct companies globally whilst the UK 

serves as a useful dividend anchor.  

 The fund derives its alternatives exposure through 

property which provides a secure stream of income, 

as well as a structured note that delivers high levels 

of cash flow.  Gold is held to improve diversification. 

 

 
Fig 5: Broad Asset Allocation as at 30th June 2022 

Our Current Portfolio 

CASH & SHORT MATURITY 2.5% 

GOVERNMENT BONDS 5.7% 

DIRECT INVESTMENT GRADE BONDS 3.0% 

HIGHER YIELDING BONDS 10.4% 

Pimco Global Diversified Income 

Global Access High Yield Bond  

iShares USD High Yield Corp Bond 

iShares JPM Emerging Markets Corporate Bond   

SPDR Emerging Markets Local Bond   

TOTAL EQUITIES 66.0% 

UK Equities 22.5% 

Jupiter UK Mid Cap Fund   

Direct Equities   

European Equities 7.1% 

Blackrock European Income Fund   

Direct Equities  

US Equities 20.3% 

xTrackers USA ESG ETF   

Loomis US Growth Fund   

Findlay Park American Fund   

Direct Equities  

Japan Equities 2.0% 

xTrackers Japan ESG ETF   

Global Equities 7.0% 

Henderson Global Sustainable Fund   

Vanguard FTSE All World High Dividend  

Asia-Pacific & Emerging Markets 7.2% 

Fidelity Asia Fund 

Henderson Asia Dividend Fund  

Direct Equities 

PROPERTY 6.5% 

Mayfair Property Income Trust for Charities 

COMMODITIES 2.3% 

Wisdomtree Metal S Physical Swiss Gold 

ALTERNATIVE INVESTMENTS 3.5% 

Morgan Stanley Phoenix Structured Product 

Cash
Government Bonds
Investment Grade Bonds
Higher Yielding Bonds
UK Equities
European Equities
US Equities
Japan
Global Equities
Asia & Emerging Markets
Property
Commodities
Alternative Investments
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Direct Equity Portfolio  
A focus on higher quality companies with international exposure 

 

Fig 6: Charity Fund Direct Equity Sector Allocation 

Equity markets declining  

Equites had a tough second quarter and finished the first 

half of the year at depressed levels. Stickier US inflation 

than expected sent markets into sharp decline. This 

comes after US markets already saw a broad de-rating of 

tech and growth stocks in the beginning of the year. In 

fact, US indices like the S&P 500 or Nasdaq 100 (tech 

focus) had their worst first half performance in 50 years.  

 

The FTSE 100 continues to perform relatively better 

supported by its low tech exposure and good 

performance in the more defensive Health and Consumer 

Staples sectors.  

 

We also saw Chinese markets somewhat recovering from 

recent lows as their higher growth outlook compared to 

western countries attracted investors looking for value in 

the market. This was supported by commitments from 

the government to fiscal stimulus as well as easing of 

lockdown restrictions.  

 

Our direct equity holdings ended the quarter slightly 

behind the benchmark equity indices, but this 

represented a creditable performance in the light of the 

performance from third party managers elsewhere.  

Performance contributors 

Names that performed well during the quarter were more 

defensive holdings in the Consumer Staples and 

Healthcare sector.  

 

Unilever’s share price jumped 9% in one day after the 

announcement that activist shareholder, Nelson Peltz, 

would join the board of the company. Peltz is the founder 

of Trian Fund Management and in the past has 

successfully helped P&G restructure its business and 

focus on their most profitable businesses. This is sparking 

hopes for a similar change in Unilever.  

 

Other contributors to the performance have been Colgate 

Palmolive and GlaxoSmithKline. Both names demonstrate 

considerable resilience to significant macroeconomic 

shocks given the inelastic nature of demand for their 

products.  

 

The biggest detractors were companies more susceptible 

to economic downturns such as Amazon, ASML 

(semiconductor manufacturing) and mining companies 

Rio Tinto and BHP.   
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Responsible Investing 
Through eROI Ecolab benefits its clients financially and sustainably 

 

Ecolab (ECL) is a global leader in water, hygiene and 

infection prevention solutions and services.  It is one of our 

AAA rated companies by MSCI and its collaborative 

approach to providing solutions to the ESG factors faced 

by its customers is one of the reasons why. 

 

ECL developed its exponential return on investment 

(eROI) methodology to consider “all aspects of how a 

programme affects customer outcomes including 

productivity, performance, water, energy, waste, and the 

attributes of … products that impact people and the 

planet during and after use”. 

 

The company also developed its Impacts that Matter 

framework as their criteria for assessing product 

sustainability, focused on human health and 

environmental responsibility. 

 

Their 2030 Impact Goals for Customer Outcomes look to 

achieve internal goals through assisting customers to 

support a safe and healthy world with enough resources 

for all. 

 

It’s 2030 goals are: 

 Water – 300 billion gallons of saved annually 

 Climate – 6 million metric tonnes CO2 avoided 

 Food – 2 billion people provided safe and quality 

 Health – 90 billion hands cleaned 

 

In 2021eROI projects delivered: 

 $750mn global annualized savings 

 Conserved more than 215bn gallons of water 

 Conserved more than 45tn BTUs of energy 

 Avoid more than 3.6mn metric tonnes of CO2 

emissions 

 Avoid more than 84mn tonnes of waste 

 

 

 

 

 

Ecolab in collaboration with GSK 

Another of our portfolio holdings GlaxoSmithKline (GSK) 

is focused to improve the quality of human life by helping 

people.  Ensuring the safety of its products and processes 

is paramount as is maximising its long-term impact in 

improving health around the world.  

 

As a Business Ambition for 1.5OC campaign member (as 

is ECL) this includes a pledge to reduce its environmental 

impact by 25% by 2030, cutting greenhouse gas 

emissions, reducing water impact and redirecting waste 

for beneficial use. 

 

GSK’s sites must maintain specific temperatures to safely 

produce and store its products and these processes 

involve a lot of water.  Both companies are also founding 

members of the UN’s Water Resilience Coalition and a 

partnership that began in 2005 has made significant 

progress. 

 

ECL’s technology has produced significant water and 

energy savings by reducing the need for maintenance and 

by reusing water and optimizing energy usage. 

 

GSK also reduced solid waste through Ecolab’s PORTA-

FEED™ programme, replacing plastic, single-use drums 

with steel, reusable bulk containers. This has reduced 

chemical drum disposal by at least 80% and has 

enhanced safety by eliminating the need for GSK 

employees to handle chemistry. 

 

eROI calculated annual savings for GSK are: 

 180 million gallons of water 

 3.9 billion BTUs of energy 

 1,500 plastic drums of waste 

 202 metric tonnes of CO2 
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Looking Forward 
Lower GDP growth means lower inflation down the road 

 

Fig 7: Real GDP US (1 quarter ahead) with Barclays forecasted numbers for the last 3 quarters against US CPI of the period.  
 
Source: Bloomberg, Barclays Research  

 

Looming interest rate hikes… 

Inflation numbers are likely to continue to be the pre-

dominant topic over the coming months. US inflation 

surprised to the upside in May jumping to 8.6% which 

was the steepest increase since 1981. Price increases are 

proving to be very broad across consumer products, and 

a 6% increase in core inflation (without food and energy 

prices) suggests that inflation is not ebbing yet. 

 

US job market remains very resilient with the 

unemployment rate close to a record low, according to 

the US Bureau of Labour Statistics. The labour force 

shrank which could add to inflationary pressures 

emanating from higher wage demands. We expect US 

policy makers to continue raising interest rates over the 

next 1-3 months.  

 

…with uncertainty going forward… 

Nevertheless, it is worth remembering that labour market 

data is a lagging indicator of the economy, meaning it tells 

us about past trends. In contrast, recent survey data on  

the future expectations for employment in the 

manufacturing and services sector signalled cooling job 

growth. Importantly, consumer sentiment and 

purchasing manager indices point into a similar direction.  

 

 

 

 

 

Figure 8 demonstrates the link between GDP growth and 

inflation with the latter typically lagging behind. Slowing 

growth may be required to bring inflation back down 

again. Central bank changes in policies are expected to 

dampen growth but these take time to feed through 

although their impact should start to become clearer in 

the second half of the year.   

 

Crucially, as indicated earlier, the performance of markets 

this year suggests some of this economic slowing has 

already been discounted.   

 

…and future opportunities. 

We expect changes in the growth outlook will impact 

central bank decisions going forward. Decision makers will 

have to ask the question if they have done enough; and 

the potential range of actions will widen. This creates 

uncertainty for investors, but it will also open up 

opportunities for positive surprises.  
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Keeping up to speed with our research 

In Focus 

 

In Focus is our weekly research note, providing our 

market views and a weekly article on an investment 

topic. 

You can see our latest edition here. 

 

Word on the street 

 
Word on the street is our regular podcast, you can listen 

to our latest investment views here. 

 

Or listen to our latest Quarterly Charity Podcast: Is it time 

to rethink income and capital spending? 

Monthly Market Insights 

 

Monthly Market insights is our monthly video interview with our CIO Will Hobbs. Click here to watch the latest 

video. 

 

  

https://www.barclays.co.uk/wealth-management/news-and-insights/in-focus/
https://soundcloud.com/bukinvest
https://soundcloud.com/bukinvest/quarterly-charity-special-is-it-time-to-rethink-income-and-capital-spending
https://soundcloud.com/bukinvest/quarterly-charity-special-is-it-time-to-rethink-income-and-capital-spending
https://www.barclays.co.uk/wealth-management/news-and-insights/investments/is-there-a-challenging-summer-ahead/
https://www.barclays.co.uk/wealth-management/news-and-insights/investments/is-there-a-challenging-summer-ahead/
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Appendix – Historical Performance
Discrete 5-year performance of gilts and equities across regions  

Market 
2022 YTD            

as at end Jun  
2021  2020  2019 2018 2017 

Gilts (£) -14.8 -5.3 8.9 7.1 0.5 2.0 

UK (£)  1.7 19.6 -13.2 16.4 -8.8 11.7 

USA ($)  -21.3 26.5 20.7 30.9 -5.0 21.2 

Europe ex UK (€) -17.5 24.4 1.7 27.1 -10.9 11.4 

Emerging Markets (£) -8.1 -1.6 14.7 13.9 -9.3 25.4 
 
Past performance is not a reliable indicator of future performance. The value of investments and any income can fall. 

 

Index Source: Bloomberg. Indices used: Bloomberg Barclays Sterling Gilts, MSCI USA Net Total Return, MSCI UK Net Total 

Return, MSCI Europe ex UK Net Total Return, MSCI Emerging Markets Net Total Return (GBP). All returns include income 

reinvested and are in local currency apart from MSCI Emerging Markets which is in £.   

 

Discrete 5-year performance for the Barclays Charity Fund  

  
2022 YTD            

as at end Jun 
2021  2020  2019  2018 2017 

Portfolio (net)  -8.5% 12.4% 1.6% 17.6% -4.1% 11.7% 

ARC Steady Growth* -10.3% 12.3% 3.5% 15.6% -4.9% 9.4% 

Relative 1.8% 0.1% -1.9% 2.0% 0.8% 2.2% 

            

Past performance is not a reliable indicator of future performance. The value of investments and any income can fall. 
 
* Please note that the most recent quarter for the ARC Steady Growth Charity Index is the estimated number.  Performance 
data is net of fees for the fund.

 

ARC Further information 

 

The Manager compares the performance of the Trust against the ARC Sterling Steady Growth ACI (the “Index”), one of the 

ARC Charity Indices. The Trust is not constrained to, or managed in line with, the Index and it is relevant only for the 

purposes of comparing the Trust’s performance. 

 

ARC Charity Indices are specifically designed to be used by charity trustees and advisers in assessing the performance of 

discretionary charity portfolios.  The Manager compares performance of the Trust with the Index to help investors 

understand how it has performed versus an appropriate peer group.  The Index is used because portfolios included in it 

have comparable risk characteristics. The Index is compiled by taking the performance of each portfolio submitted by the 

data contributors where the historic volatility of that portfolio has been in the range of 60–80% of that experienced by UK 

equity markets. 
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Disclaimer and Risk Considerations 

Risk Factors  

Investments of this type will be exposed to a variety of risk, including but not limited to:  

 Investments Long Term: Investments should be regarded as long term and are not suitable for money which may 

be needed in the short term, you should always have a sufficient cash reserve.  

 High Yield Bonds: The fund invests in high yield bonds. High yield bonds carry a greater risk of default than 

investment grade bonds, and economic conditions and interest rate movements will have a greater effect on their 

price. Income levels may not be achieved and the income provided may vary.  

 Value of Investments: The value of investments, and any income, can fall as well as rise, so you could get back less 

than you invested. Neither capital nor income is guaranteed.  

 

Disclaimer  

This document has been issued and approved by Barclays Bank UK PLC. Where information in this document has been 

obtained from third-parties, the sources are believed to be reliable but we do not represent or warrant its accuracy, and such 

information may be incomplete or condensed. This document does not constitute a prospectus, offer, invitation or solicitation 

to buy or sell securities and is not intended to provide the sole basis for any evaluation of the securities or any other 

instrument, which may be discussed in it. Any estimates and opinions included in this document constitute our judgement 

as of the date of the document and may be subject to change without notice. Past performance is not an indication of future 

performance. The value of investments, and the income from them, can fall as well as rise and you may get back less than 

you invested. This document is not a personal recommendation and you should consider whether you can rely upon any 

opinion or statement contained in this document without seeking further advice tailored for your own circumstances. This 

document is confidential. It may not be reproduced or disclosed (in whole or in part) to any other person without our prior 

written permission. Law or regulation in certain countries may restrict the manner of distribution of this document and 

persons who come into possession of this document are required to inform themselves of and observe such restrictions. We 

or our affiliates may have acted upon or have made use of material in this document prior to its publication.  

You should seek advice concerning any impact that any investment described in this document may have on your tax position 

from your own tax adviser. You have sole responsibility for the management of your tax and legal affairs including making 

any applicable filings and payments and complying with any applicable laws and regulations. We have not and will not provide 

you with tax or legal advice and recommend that you obtain your own independent tax and legal advice tailored to your 

individual circumstances.  

  

Barclays offers banking, wealth and investment products and services to its clients through Barclays Bank UK PLC, and its 

subsidiary companies. Barclays Bank UK PLC is authorised by the Prudential Regulation Authority and regulated by the 

Financial Conduct Authority and the Prudential Regulation Authority (Financial Services Register No. 759676). Registered in 

England. Registered No. 9740322. Registered Office: 1 Churchill Place, London E14 5HP.Barclays Investment Solutions 

Limited is authorised and regulated by the Financial Conduct Authority and is a member of the London Stock Exchange and 

NEX. Registered in England. Registered No. 02752982. Registered Office: 1 Churchill Place, London E14 5HP. © 2018 Barclays 

Bank PLC (All rights reserved).  


