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Pier Portfolios weather economic uncertainty

Market Commentary 
Further to our Autumn update, the latter part of 2021 continued to be positive as far as  
the main developed equity markets were concerned, with strong earnings reports  
pushing equities higher 

However, towards the end of 2021 views on 
inflation moved from a position of being seen as 
temporary, to a view that it was going to be a more 
enduring fixture. Central banks around the world 
started to discuss the idea of increasing interest 
rates to combat rising prices and equities fell back 
as a result. 

As we moved into 2022 the world was shocked 
by the invasion of Ukraine by Russia in February 
and the grave human implications fed through into 
markets. Commodity prices saw extreme levels 
of volatility as Russia, a major producer of many 
commodities such as Gas, Oil & Wheat, retaliated 
to sanctions imposed by Western governments. 

The crises pushed energy prices even higher further 
fuelling inflation. This has resulted in US inflation 
hitting a 40-year high of 8.5% in March. Whilst in 
the UK the rate hit 7% in March. Central banks 
have reacted by raising interest rates to combat 
the growing costs with the Bank of England raising 
rates three times by a combined 0.50% since 
December. The US Federal reserve has raised its 

interest rates for the first time since 2018, with a 
0.25% increase

The combined effect of the above has seen equity 
indices in the US falls of as much as 13% at some 
points from the start of the year, albeit making 
back some ground subsequently. In the UK the 
FTSE with its banking, energy and healthcare 
sectors fared better with positive returns despite 
the global backdrop.

Uncertainty around when and by how much central 
banks would increase interest rates had already 
weighed on bond markets at the end of 2021 and 
so with added inflationary pressure arising from 
increasing energy costs, by the early spring of this 
year yields were rising sharply. The expectation is 
still that yields, in the short-term, will continue to 
rise as the market prices in further interest rate 
rises but much of this will depend on the state of 
the economy, and slowing UK retail sales in March 
are an indicator that in the UK at least, this far 
from certain.
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Pier Portfolios continue to provide our investors with  
good levels of  risk rated returns

Against the complexity of the global markets, the 
diversity and risk management controls within the 
Pier Portfolios continue to provide our investors 
with good levels of risk rated returns. Naturally all 
portfolios are affected by the ebb and flow of the 
global economy, but as the chart of the ongoing 
performance of portfolios demonstrates it is 
still possible to reduce the impact of these tidal 
movements and effectively reduce risk by lowering 
volatility. 

While overall returns are important, the nature 
of the ride is a key consideration when clients are 
investing in the Pier Portfolio range. Investors in 
the cautious end of the range expect lower returns 
but also less exposure to market falls and this has 
been a consistent feature of the behaviour of the 
Pier Portfolios. It has meant that those opting for 
higher equity exposure and therefore willing to 
accept the full ups and downs of the market swell 
have received greater long term returns while 

those opting for a more comfortable ride have 
indeed suffered less turbulence in exchange lower 
returns.

We continue to look at effective ways of reducing 
the impact of extreme market movements and 
the performance over the last 6 months and also 
from the beginning of the year show how effective 
these controls are continuing to be even in a down 
market.

In the most recent rebalance profit was taken 
from the short-dated US treasuries and further 
shortening of duration of the portfolio continued 
to be the theme as we navigate through a period 
of high inflation and uncertainty over how long 
inflationary pressures will persist. The equity side 
of the portfolios has been buoyed by the slight 
overweight UK allocation which has also reduced 
exposure to the steep fall in technology related 
stocks and picked up gains through energy, mining 
and utilities which dominate the FTSE 100. 

Performance of Pier Portfolios shown is net of Pier management fee of 0.39% and fund manager OCF.
Investors should be aware that the value of their investments and the income from them can fall as well as rise and investors may not 
receive back the full amount they invest.

Cumulative Trailing Returns Year to date 01/04/2021 
31/03/2022

01/04/2019 
31/03/2022

01/04/2017 
31/03/2022 Volatility

Pier Portfolio % Return % Return % Return % Return 3 year Standard 
Deviation

PFI Pier 100 -2.51 10.17 36.40 51.61 14.43

PFI Pier 90 -2.65 8.87 32.94 46.59 12.95

IA Global -5.02 8.14 42.43 59.32 18.89

PFI Pier 80 -2.80 7.57 29.42 41.74 11.51

PFI Pier ESG 80 -6.09 5.39 N/A N/A N/A

PFI Pier 70 -2.97 6.28 25.82 36.75 10.12

IA Mixed Investment 40-85% Shares -3.69 5.29 22.87 30.33 11.93

PFI Pier 60 -3.13 4.99 22.29 31.86 8.78

PFI Pier ESG 60 -5.57 3.42 N/A N/A N/A

PFI Pier 50 -3.29 3.70 18.72 26.99 7.53

PFI Pier 40 -3.46 2.42 15.07 22.07 6.40

PFI Pier ESG 40 -5.08 1.42 N/A N/A N/A

IA Mixed Investment 20-60% Shares -3.38 1.77 13.46 17.71 9.72

PFI Pier Multi-Asset -1.34 5.43 20.72 25.48 5.92

IA Mixed Investment 0-35% Shares -3.08 0.21 8.48 11.60 6.66
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ESG Portfolios show positive one year returns

The end of March saw the first anniversary of our 
Pier ESG Portfolios, and of all of the events that 
were to mark the occasion, I am not sure anyone 
predicted a war on the edge of Europe. Against 
this grim backdrop and the resulting rising cost 
of energy, ESG portfolios, which by their nature 
exclude conventional and unconventional oil and 
gas extraction, are obviously missing out on the 
rise in value associated with those companies as 
the energy crises bites. 

The example of energy is a good one to illustrate 
that in the future there may well be a cost to 
investors for excluding companies that they deem 
harmful, although of course the payback is a style 
of investing that is providing environmental or 
ethical boundaries. Despite the recent backdrop 
the Pier’s ESG growth model, ESG 80 is currently 
still marginally ahead of the broader Mixed 
Investment 40-85% benchmark, showing a 5.38% 
return over the previous 12 months. 

What is becoming clear, across western Europe in 
particular, is that the move away from fossil fuel 
dependence has been given a real boost by the 
recent awakening that having Russia as the main 
supplier of Europe’s energy comes with numerous 
disadvantages. Longer term the investment in 
renewable and a low carbon economy is likely to 
accelerate, and the challenge will be whether this 
feeds through to investor returns.

As a reminder the Pier ESG models maintain the 
core tracking philosophy that powers the main 
Pier Portfolios, by tracking recently created MSCI 
ESG indices which consist of environmental and 

social governance screening. Currently this only 
applies to the equity exposure. Each geographic 
index is effectively recalibrated following a range 
of exclusions and the resulting mix constitutes the 
new index. 

The construction of an ESG index is a result of a 
number of filters and more information about how 
these operate can be found by searching MSCI low 
carbon indexes-MSCI. We continue to review the 
appropriateness of each ESG index as the sector 
continues to grow. A list of the current exclusions 
is listed below. 

Values Based Exclusions 
• Controversial Weapons 
• Conventional Weapons 
• Civilian Firearms  
• Nuclear Weapons 
• Nuclear Power 
• Tobacco and Alcohol  
• Adult Entertainment 
• Gambling 
• Genetically Modified Organisms

Climate Change Based Exclusions 

•  Extraction & Production | Thermal Coal Mining | 
Unconventional Oil & Gas Extraction |  
Conventional Oil & Gas Extraction

•  Power Generation | Thermal Coal-based Power 
Generation | Oil & Gas-based Power Generation

• Fossil Fuel Reserves Ownership 

One year of Environmental Social Governance portfolios


