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Disclaimer: Rivers Capital Management is 
authorised & regulated by the Financial Conduct 
Authority (FCA) Reference No. 801238.  Its 
registered offices are at 27 Gloucester Place, W1U 
8HU London, United Kingdom.  This newsletter 
is intended only for use by Financial Advisors and 
not for distribution to retail investors. The Model 

Portfolio is not suitable for all types of investor 
and investor accounts may only be attached to it by 
the instruction of a professional Financial Adviser. 
Past performance is not necessarily a guide to 
the future performance. Market movements may 
cause the value of investments and the income 
from them to fall as well as rise. Unless otherwise 

stated, the source of all figures contained herein is 
Rivers Capital Management. Whilst all reasonable 
care has been taken in preparing this update, the 
information contained herein has been obtained 
from sources that we consider reliable but we do 
not represent that it is complete or accurate and it 
should not be relied upon as such. 

Summary

• Portfolio losses reduced 
by the risk reduction we 
implemented in September.  

• Positive seasonal period 
expected until year end but 
risks remain high. 

• Short term seasonal trend 
is supported by improved 
valuations.

• Our outlook for 2019 
remains cautious with 
growth slowing and rates 
rising.

A monthly market comment from Rivers Capital Management. Views 
expressed here are subject to change and for professional advisors only

INTELLIGENT INTUITIVE INVESTING

In October the effect of slowing global 
growth and high valuations finally 
impacted equity prices in all regions and 
even the hitherto momentum driven US 
Market. The sharp falls affected all Rivers 
Portfolios but losses were reduced by the 
defensive allocation that was implemented 
in September. Towards the end of October 
this was reversed and we increased the 
exposure to equities to take advantage 
of lower prices, correspondingly better 
valuations and to prepare for what is often 
a seasonally strong period for stock prices.   
There are still many reasons to remain 
cautious, but we think the opportunity 
for positive returns in the final months of 
the year justifies a reduced underweight 
exposure. In this month’s Focus we look 
at seasonality and explain why we don’t 
expect the market correction of October 
to continue into November and December. 
Whether new equity highs can be reached 
before the next bear market starts is 
debatable, but with global growth still 
positive we do not think such a  bear 
market is likely at this time.

Seasonality is the tendency for equity 
markets to follow general patterns 
throughout the calendar year. The 
most common example of seasonality 
is demonstrated by the old adage “sell 
in May and go away, come back on St 
Leger Day”, which is related to how, on 
average, the summer months have not 
been positive for equities. Ultimately, 
when considering investment, it is more 
important to concentrate on fundamental 
factors, such as valuation and economics, 
but taking into account seasonality is a part 
of our tactical thinking. To demonstrate 
why, the illustration shows that for the US 
and the UK over the last 25 years the ‘sell 
in May’ adage may have been effective. 
The pattern of growth for the first few 
months, a plateau over the summer and 
more growth towards year end, is clear. 
The saying dates back over a century so 
the fact that the graph, of 25 years, shows 
it so clearly is notable. Our experience 
of volatile Octobers, such as last month, 
shows that the return on St Leger’s Day 
(September 15th) may be a bit early.  
With the infamous Black Monday (1987) 
and Wednesday (1992)  both happening 
in October we think the adage may need 

some adjustment. A closer look at the data 
does show that, on average, October is 
much more positive than the traditional 
summer months but it is also much more 
volatile. Another common phrase used 
is a ‘Santa rally’ which refers to a rally in 
December which often occurs just before 
Christmas. This phenomenon can be seen 
in the fact that December is one of the 
best performing months and the one with 
the lowest volatility. Again, experience 
and the data, shows that this may also 
need altering. November is historically the 
strongest month of all, in both  the US and 
the UK and maintains fairly low volatility 
despite it being the Presidential Election 
month in the US. 

This is all interesting but clearly it should 
not be a primary driver to any investment 
decision, even though it does provide a 
relevant overlay. When risk was reduced in 
September it was planned to be temporary.  
Given the relative improvement in 
valuations that occurred and the likely 
positive seasonal investment environment 
the opportunity to reduce the underweight 
risk position was welcomed. Partly due to 
seasonal trends in the short term we now 
expect markets to be positive and to finish 
2018 with modest positive returns for the 
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year – although this is unlikely for Emerging 
Market Equities. If volatility does continue 
we will likely use that opportunity to further 
reduce the underweight position and return 
to the strategically neutral position for the 
first time this year. At current valuations we 
do not think the strategic neutral allocation 
is justified so we do maintain a modest 
underweight position which is expected to 
be maintained until the New Year.

Looking forward and into 2019 our 
fundamental concerns about valuations 

Market Returns (£) - 31st October 2018 1 Month 3 Month 6 Month YTD 1 Year S/I*
Anchors
Cash + 1% 0.2% 0.5% 0.9% 1.4% 1.7% 3.5%
Inflation Linked UK Bonds 0.9% 0.2% 3.4% 1.2% 2.2% 6.1%
Gilts 1.0% -0.5% 0.4% -0.6% 1.3% 0.2%
Global Government Bonds (hedged) 0.0% -0.6% -0.5% -0.8% -0.6% -2.8%
Enhancers
Global Corporate Bonds (hedged) -1.0% -1.1% -0.9% -3.2% -2.9% 0.5%
Global High Yield (hedged) -1.5% -1.3% -1.4% -2.5% -2.6% 10.8%
Emerging Market Bonds (hedged) 1.0% -2.3% -3.5% -3.9% -2.7% 6.4%
FTSE 350 TR Index -5.2% -7.2% -3.4% -4.3% -1.4% 20.8%
FTSE UK All-Small Cap -6.4% -6.8% -5.5% -5.4% -3.7% 31.0%
Global Equity (MSCI) -5.4% -3.2% 5.5% 3.4% 5.1% 33.6%
European Equity (MSCI) -5.7% -7.4% -3.5% -4.7% -4.7% 24.3%
US Equity (S&P) -5.0% -0.8% 11.1% 8.6% 10.9% 39.6%
Japan Equity (Topix) -7.0% -3.6% -2.3% -2.4% -0.4% 32.3%
Pacific Ex Japan Equity (MSCI) -9.4% -10.5% -11.6% -11.6% -10.4% 29.0%
Emerging Market Equity (MSCI) -6.8% -9.3% -10.0% -10.8% -9.1% 26.5%
Chinese Equity (Hang Sang) -8.3% -9.4% -10.0% -8.8% -5.3% 35.0%
Indian Equity (Nifty) -4.8% -12.7% -5.0% -8.6% -7.2% 23.5%
Diversifiers
Commodity Index -2.3% -2.5% -7.0% -5.5% -3.4% -6.6%
Gold 3.9% 1.7% -1.1% -2.3% -1.3% -5.7%
Silver -0.7% -5.9% -6.2% -12.2% -11.8% -22.0%
Brent Oil -3.8% 5.4% 9.9% 21.5% 30.0% 61.2%
UK Property 0.3% 0.6% 1.7% 3.8% 4.8% 12.7%
Global Property Shares -1.6% -5.9% -6.5% -5.6% 2.3% 12.3%
Rivers Model Portfolios
Rivers Preservation Portfolio -0.3% -0.6% -0.2% -0.3% 0.0% 8.9%
Rivers Cautious Portfolio -1.4% -1.4% 0.5% 0.2% 0.6% 15.2%
Rivers Balanced Portfolio -2.2% -2.4% 0.7% 0.3% 1.1% 19.1%
Rivers Adventurous Portfolio -2.5% -2.9% 0.6% -0.1% 1.0% 20.8%
Rivers Aggressive Portfolio -4.3% -4.9% -0.7% -1.7% -0.7% 24.5%
Rivers Cautious Income Portfolio -1.2% -1.8% -0.3% -0.9% -0.6% 7.3%
Rivers Balanced Income Portfolio -1.8% -2.8% -0.7% -0.9% -0.4% 12.9%

Source: Financial Express in GBP (unhedged unless stated) as at 31st October 2018. *Rivers Portfolios since launch June 30th 2016
Model Performance is indicative only and is net of Rivers Capital Management Charge and Underlying Fund charge but not advisor or platform costs.

Disclaimer: Rivers Capital Management is authorised 
& regulated by the Financial Conduct Authority (FCA) 
Reference No. 801238.  Its registered offices are at 27 
Gloucester Place, W1U 8HU London, United Kingdom.  
This newsletter is intended only for use by Financial 
Advisors and not for distribution to retail investors. The 
Model Portfolio is not suitable for all types of investor 

and investor accounts may only be attached to it by the 
instruction of a professional Financial Adviser. Past 
performance is not necessarily a guide to the future 
performance. Market movements may cause the value 
of investments and the income from them to fall as 
well as rise. Unless otherwise stated, the source of all 
figures contained herein is Rivers Capital Management. 

Whilst all reasonable care has been taken in preparing 
this update, the information contained herein has been 
obtained from sources that we consider reliable but we 
do not represent that it is complete or accurate and it 
should not be relied upon as such. 

still hold, particularly within developed 
market equities. Emerging Market equites 
do show much better valuations now 
but the risk of a strengthening dollar and 
further trade war concerns persist.  Global 
growth, while positive, remains too reliant 
on the US, which itself has benefited from 
short term tax cuts and is already feeling 
the effects of rising interest rates. The very 
recent US Mid Term election result, which 
saw the Democrats take back control of 
the House of Representatives, will curtail 

further tax cuts and may affect budgeting 
going forward.  It continues to be our belief 
that unless there is a significant stimulus to 
Global Growth from Emerging Markets the 
global slowdown will coincide with fiscal 
tensions in the US and a possible recession 
in 2020. As was seen in the period of late 
2008 and early 2009, global recession 
effectively ‘Trumps’ almost all seasonal 
investment trends. What it may do to 
Trump’s presidential race in 2020 is perhaps 
something to keep in mind.


