Playing safe – where to stash the Isa cash?

Rob Pemberton, investment director, wealth manager HFM Columbus gives his top tips as the end of the tax year looms

Carefully selected multi-asset funds are a better bet for the conservative investor than the traditional safe haven asset classes of Gold and Gilts, reckons 
Rob Pemberton, investment director, wealth manager HFM Columbus.
“Well-managed multi-asset funds with a history of conserving capital and mitigating losses in a falling market yet still able to capture some of the gains when markets are rising should be the core component of an investor’s portfolio,” says Rob.

The ‘Awesome Foursome’ 

Dubbed the ‘Awesome Foursome’ by Rob, these are his top tips for the conservative investor with some cash left to invest under an Isa wrapper. 

· CF Ruffer Total Return Fund

· Newton Real Return 

· CF Miton Special Situations Portfolio

· Troy Asset Management Trojan Fund

“A characteristic of these funds is that they are prepared to build up large cash positions rather than invest in an asset class where they see no value. It’s only when they see value emerging that they start putting their money to work,” says Rob. 

Rob is keen to point out these are funds aimed at the more risk-averse investor.

“By their conservative nature the funds will lag any strong upward move in equity markets but that in itself is a characteristic of any safe haven asset. If you want higher returns, you need to take a higher level of risk.” 

Diversified Bond Funds

For investors looking for additional safe-haven holdings, Rob recommends selected Strategic Bond funds that have a mandate to invest across the whole fixed income universe rather than being limited to a single fixed income asset class such as Gilts. His preferred funds include: 

· M&G Optimal Income

· JPM Strategic Bond

· Jupiter Strategic Bond

· Fidelity Strategic Bond

Caution on Gilts

Gilts may have delivered strong returns in 2011 but the risk/reward profile for the asset class is deteriorating, according to Rob. Investors should bear in mind that yields on conventional Gilts are now so low, and indeed well below the rate of inflation, that they offer minimal value. 

“The UK public finances are no better than several of our continental cousins and at some point this may attract the attention of the bond market vigilantes. Whilst we are not expecting a sudden collapse in Gilt prices, it is fair to say that all the good news is in the price.” 

Why Not Gold? 

Gold retains its appeal, says Rob, but the sharp rise in the price of the yellow metal over the last few years means it has changed from a safe haven asset to a speculative one. 

“This doesn’t necessarily make it a bad investment per se. It just means you have to accept that you can potentially incur a substantial loss as well as make a large gain by holding it.”

Gold is up around 26 pct over the last 12 months, and by 166 pct over the last five years.
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