
 

Client Portfolio Monthly Update – January 2021 
 
Following the strong run up in stock markets towards year-end, some profit taking was evident throughout January 
despite a brighter outlook on a number of fronts.  Any remaining controversy over Biden’s election to the US 
Presidency appeared to fade, as far as markets were concerned, with more of a focus on the state of the economy.   
Gross Domestic Product (GDP) figures were stronger than expected and forecasts were significantly raised – some 
predicting a 6% boost in the first quarter. It is beyond doubt now that the US economy is bouncing back far stronger 
and faster than the UK and Europe.   
 
The series of US COVID stimulus packages, totalling $3 trillion throughout 2020, were mostly paid directly to 
households and consumers and is showing up in higher spending as the economy continues to open up.  On top of 
this, the new US administration announced a further $1.9 trillion for the American Rescue Plan. Thanks to their 
success in the two Senate elections in Georgia, the implementation of most of this package looks more likely. 
However, the huge rise in the savings rate suggests that there is a lot more to come. Indeed, talk of a return to the 
Roaring 20’s has raised concerns that a spell of consumer-led inflation could be in store in the summer months. The 
Federal Reserve has not indicated any change in their policy stance, which remains supportive of the fiscal give-
away. But investors will be watching closely for any sign that monetary tightening is even being considered.   
 
In the UK, the relief rally in stocks in reaction to the year-end Brexit deal seemed to run its course but Sterling 
continued to strengthen. Over time this may act as a headwind to the large UK exporters which make up a 
significant portion of the UK large cap stock market but, for now, this is offset by the greater attraction the UK has 
for foreign investors. Many will have been absent since the Brexit negotiations were mired in confusion and 
stalemate throughout 2019 and 2020.  
 
Towards month-end, it was evident that the rollout of the UK vaccines program was surpassing expectations, raising 
hopes of a loosening of the lockdown which is having a serious impact on the economy. We expect this momentum 
to continue in February and the COVID data is likely to have the biggest influence on UK markets. Some risks remain, 
particularly, the threat of a new mutation of the virus being more resistant to the various vaccines – although there 
is no evidence of this currently. However, we have retained a more bullish balance to client portfolios as we assess 
the opportunities to outweigh the risks.  
 
The Facet Investment Management Committee (IMC) met this month for their quarterly meeting. Amongst other 
things discussed was the current asset allocation and underlying holdings. After extensive analysis in all assets held 
in the model portfolios, 4 were placed on a watchlist for underperformance. This is something the IMC do regularly 
when an asset has underperformed in the short-term but over longer time periods is still returning as desired. For 
example, the CFP UK Buffetology fund is a sector top quartile fund over the 1-, 3-, and 5-year time horizon, but the 
most recent 3-months have shown this fund to underperform the sector by roughly 6%*. No immediate action is 
needed but a close eye will be placed on the performance of this underlying asset and the other 3 investments on 
the watchlist.  
 
No amendments have been made this month to the model portfolios. But, as stated above, the IMC are reviewing 
new potential investments that could replace assets that may be tailing off.  
 
 
Information in this report is at the last valuation point on 31st January 2021 (except where indicated).  
*source: Trustnet 
 
Disclaimer  
E&OE 
The views, opinions and expectations in this article are those of members of FACET Investment Management Ltd 
and do not constitute advice. They should not be taken as an offer or a recommendation to invest in any of the 
products referred to. All investments of this type can put your money at risk, and you may not get back your full 
investment. The value of the investment and the income derived from it can go down as well as up. You should 
consult with your financial advisor before making any investments. 


