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Q1 2022 Overview – Countrywide Assured plc Balanced 
Managed Pension / Life Investing Fund 
  

This report is provided by our Fund Manager Schroders and covers the portfolio activity on our main investing 
funds the Countrywide Balanced Managed Pension/Life Investing Funds, together with their short-term 
economic outlook. The report describes the current economic background and Schroders’ perspective of this 
and how it impacts their management of the Countrywide Balanced Managed Pension/Life Investing Fund. It 
also covers all individual asset class sectors (UK & Global Equities; fixed interest; Property and cash).   

 
Your policy will be invested in a specific customer fund of your choice which has its own fund objectives (see fund 
list and specific fund objectives) www.countrywideassured.co.uk/fund-centre/understanding-my-funds/fund-
objectives/.  All customer managed funds are invested in the Countrywide Balanced Managed Pension/Life 
Investing Funds, to a greater or lesser extent depending on the nature of the fund objective. If you’re invested in 
an individual asset class sector fund, although no specific commentary is provided for these funds, the report 
does cover individual markets and other asset classes, which is consistent with the fund managers reasoning. 
 

Portfolio Activity 
 
At the start of the quarter, an overweight emerging market (EM) equities position was added. Growth in EM was 
improving relative to developed markets and Chinese authorities had started to stimulate selective parts of the 
economy whilst easing policy. This position was closed in March as the outlook for the market had deteriorated 
given the geopolitical risks, lockdowns in China, the surge in energy and food prices and the economic growth 
risks emanating from the rest of the world. As the quarter progressed, investors had to contend with continued 
elevated inflation, impending tightening from central banks as well as Russia’s invasion of Ukraine, which 
shocked the world and is having a significant humanitarian impact. Against this backdrop, we downgraded our 
view on equities to negative in March and subsequently reduced the portfolio’s exposure. We believe that 
higher commodity prices serve to accentuate stagflationary risks (slowing economic growth and increasing 
inflation), and so this leaves us concerned about equity valuations. This view was implemented through an 
underweight position in US, UK and European equities. 
 
Turning to fixed income assets, we continued to have a negative stance on bonds but recognised that yields had 
moved quite a long way at the start of the year. In January, government bond yields lurched higher with the UK 
10-year yield increasing from 0.97% to 1.30%. As a result, the extent of the underweight government bond 
position was reduced by taking profits on the underweight UK gilts position. The change in the dovish tone of 
the European Central Bank in February happened quicker than anticipated signalling that potential interest rate 
rises were on the horizon for the Eurozone. In this type of environment our view on Italian government bonds, 
which have been beneficiaries of loose Eurozone liquidity conditions, turned negative and therefore the Italian 
versus German government bonds position was closed. Given the rise in both the level and breadth of inflation 
(in particular owners’ equivalent rent) and the tightness of the labour market, we expected the Fed to embark 
on a series of rate hikes, which led us to take a more negative view on US government bonds. We therefore 
introduced an underweight US government bond position.  
 
Given the stagflationary environment, our view on commodities remained positive over the quarter. We believe 
that commodities acts as a hedge against the ongoing inflationary concerns. The increased geopolitical risks 
stemming from Russia’s invasion of Ukraine combined with the imbalance between supply and demand is also 
likely to remain supportive of the asset class. An overweight global energy equities position was added in March 
both as an expression of our positive view on commodities as well as an identification of a tactical mispricing in 
global energy stocks.  
 
In currencies, an overweight Canadian dollar vs US dollar position was held for most of the quarter. The trade 
aimed to provide exposure to the upside potential in energy. The outlook for oil was strong given a combination 
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of a lack of investment in the sector, OPEC+ taking a back seat and robust demand. Canada’s economy was 
firing on all cylinders and the Bank of Canada’s cautious approach to inflation supported a hawkish policy 
stance. An overweight euro vs pound sterling position was also added after seeing a significant dispersion in 
forward guidance between the Bank of England (BoE) and the European Central Bank. We expected this  

 

Outlook  
Although the appalling events in Ukraine continue to dominate headlines, we must remain focused on the 
medium term outlook and all of the factors shaping the global economy. The themes that we identified at the 
beginning of the year, particularly slowing growth momentum and persistent inflation, have intensified due to 
Russia’s invasion of Ukraine. From a trade and finance perspective, Russia is not significant enough to derail the 
world economy. However, the links through commodity prices are key and Russian aggression looks set to keep 
energy and food costs elevated. The fall in asset prices, if sustained, will also dampen global activity as will 
higher uncertainty. As a result, our base case is moving towards a stagflationary environment with the risks 
skewed further in that direction. 
 
Inflation has been at the forefront of our clients’ minds in recent meetings and for good reason. The path of 
inflation is critical to the outlook for the world economy as it will determine the scale of the monetary response 
from central banks. Should inflation remain elevated, the risk of a significant tightening and a recession would 
clearly rise. 
 
We see three factors behind the pick-up in prices: The first, and most immediate is Covid with the latest outbreak 
related to the Omicron variant introducing further supply chain pressures. Large parts of Asia are still struggling 
with lockdowns despite easing of restrictions in Europe and the Americas. The second factor is commodity prices 
which were already elevated before Russia invaded Ukraine, causing prices to rise further. The third factor is the 
broadening of the rise in prices. Initially the rise in inflation in 2021 was led by the certain sectors re-opening such 
as airlines, hotels and restaurants. However, more recently we have seen a pick-up in a wide range of areas, 
suggesting it is not just supply bottlenecks driving the acceleration in inflation but also excess demand. Looking 
ahead, the picture is mixed: of these three factors we are optimistic on supply chains gradually returning to 
normal in the course of 2022 and can see scope for a moderation in commodity prices should the situation in 
Ukraine stabilise. However, the broadening of inflation into the cyclical areas of the economy is a concern as 
trends in this area can persist and may feed a wage-price spiral. 

Amid geopolitical risks, peaking growth momentum and rising interest rates, we have downgraded our view on 
equities overall. A negative outlook for Europe led this downgrade. With inflation skyrocketing and sanctions on 
Russia seeping into the system, we believe European equities have more to lose in the near term. The region‘s 
heavy dependence on Russia for oil and gas creates additional uncertainty. On the other hand, UK equities look 
better placed to withstand the environment due to a high exposure to defensive stocks and commodities. 
Emerging markets offer the cheapest valuations, but are vulnerable to higher interest rates and food inflation. 
 
In fixed income, we retain our negative stance on government bonds given the inflationary environment and 
likelihood of several rate hikes this year. We have moderated our previously positive view on emerging market 
debt despite relatively attractive real yields. Above-target inflation and additional upward pressure on energy 
costs is likely to force central banks to raise interest rates further than previously expected. On the other hand, 
we do see opportunities in corporate credit where we upgraded our view back to neutral. 
 
With both equities and bonds under pressure, fortunately we see opportunities in alternatives. Commodities 
continue to benefit from supply demand imbalances and, where possible, remain a valuable allocation in the 
stagflationary environment.  
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dispersion to reach a maximum and then retreat from current levels. We believed that the BoE’s hands were 
tied in terms of raising rates too fast to avoid choking off the current UK economic growth path. During 
February an overweight US dollar vs pound sterling position was added. The overweight US dollar position was 
implemented as an effective hedge against the fund’s overweight emerging market equity exposure.  
 

 
All in all, the multifaceted economic picture with a stagflationary twist presents a challenge for investors but one 
for which our approach is well equipped. Diversification is paramount, enabling portfolios to capture 
opportunities in a risk-controlled way whilst allowing for a range of risk scenarios. The key calls are to be 
underweight bonds and equities in favour of alternatives. This is a more cautious and diversified stance relative 
to last year as concerns over stagflation return after an absence of several years. 
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Important Information  
 

This communication is marketing material. This information is not an offer, solicitation or recommendation to buy 
or sell any financial instrument or to adopt any investment strategy. Information herein is believed to be reliable 
but we do not warrant its completeness or accuracy. 
 
Any data has been sourced by us and is provided without any warranties of any kind. It should be independently 
verified before further publication or use. Third party data is owned or licenced by the data provider and may not 
be reproduced, extracted or used for any other purpose without the data provider’s consent. Neither we, nor the 
data provider, will have any liability in connection with the third-party data. 
 
The material is not intended to provide, and should not be relied on for accounting, legal or tax advice. Reliance 
should not be placed on any views or information in the material when taking individual investment and/or 
strategic decisions. No responsibility can be accepted for error of fact or opinion. Any references to securities, 
sectors, regions and/or countries are for illustrative purposes only. 
 
Schroders has expressed its own views and opinions in this document and these may change.  
 
The value of investments and the income from them may go down as well as up and investors may not 
get back the amounts originally invested. Past performance is not a guide to future performance and 
may not be repeated. Exchange rate changes may cause the value of any investments to rise or fall.  
 
The forecasts included should not be relied upon, are not guaranteed and are provided only as at the date of 
issue. Our forecasts are based on our own assumptions which may change. We accept no responsibility for any 
errors of fact or opinion and assume no obligation to provide you with any changes to our assumptions or 
forecasts. Forecasts and assumptions may be affected by external economic or other factors. 
 
This information/document is produced and complied for use by Countrywide. Any onwards distribution 
in part or full will be the responsibility of Countrywide as the issuer of the material and should be 
appropriately disclosed as such. If information is distributed onward, you will ensure that the 
Information is suitable for the intended audience and that it does not breach any applicable laws and 
regulations in the relevant jurisdiction(s). 
 
This document is issued in April 2022 by Schroder Investment Management Limited, 1 London Wall Place, London 
EC2Y 5AU. Registration No 1893220. Authorised and regulated by the Financial Conduct Authority. 
 


