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Many investors returning from holiday in August 2015 would 
have been in for a nasty shock. The UK stock market had fallen 
dramatically, over 15%* from its peak in April 2015, to levels not 
seen since the start of 2013. Dealing with volatility remains one of 
the most uncomfortable aspects of investing in stock markets rather 
than keeping money in a savings account, but investors holding a 
spread of assets would have had a slightly different experience. 

If a balanced portfolio had included developed market 
Government bonds (issued by governments with a promise to 
pay the money back at a fixed time along with interest at a fixed 
rate) it would have offered reasonable shelter during the recent 
volatility**. So investors who were holding some government 
bonds alongside their share portfolio would likely have lost less 
than those who were just invested in the stock market. 

This highlights an important way to mitigate against periods 
of instability. Different assets can behave in different ways in 
different economic environments. For example, bonds generally 
perform well at times when interest rates are low as the fixed 
stream of income they pay becomes more valuable. They may do 
less well when inflation is high for the reverse reason. As such, 
investors may want to hold more bonds when economic growth is 
sluggish, or there is a risk of deflation and prices are falling.  

The stock market tends to perform better when economic growth 
is strong and companies have a good environment in which to 
grow their revenues and profits. Holding both shares and bonds 
in a portfolio may therefore help an investor to be prepared for a 
range of economic environments. 

Of course, it might be tempting to conclude that it is better to hold 
only equities or bonds depending on the environment. The trouble is, 

it is more difficult than it might seem to predict which environment 
will prevail. As such, it is generally more reliable to hold a mix of 
assets over time. 

In building a diversified portfolio, there is another aspect worth 
considering: It is not only different asset classes that do well in 
different economic environments, some companies are more 
likely to perform well during times of economic strength - such 
as high street stores - while some may be more immune to the 
strength of the economy - such as healthcare companies. Equally, 
companies can go through periods where they are over-priced or 
underpriced by the market and this can affect whether they make 
an attractive investment or not.  

The performance of different sectors within the stock market since 
the start of 2015 is a clear indicator of this. Compare the fortunes 
of the basic materials sector, which has fallen prey to worries 
over Chinese growth, with that of consumer services, where 
companies look set to be beneficiaries of the improving economic 
environment. The basic materials sector (companies involved with 
the discovery, development and processing of raw materials) has 
fallen 28.4% since the start of the year, while consumer services 
(range of services provided to a consumer of a product by a 
company) have risen 3.9%**. 

In our opinion, investing in mixed-asset funds which blend 
investment in shares, bonds and cash, can provide greater 
diversification than investing in a just a single asset class. One 
fund that does just that is the Jupiter Enhanced Distribution 
Fund, which analyses each stock or bond on its merits. Security-
by-security analysis can ensure that the fund is positioned 
appropriately for the economic environment, but also that it is 
not dependent on one economic outcome. It allows the fund 
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managers to adapt readily to different market environments,  
and tries to ensure that it is properly balanced at all times. 

This can be of particular importance for those looking for an 
income from their investments. The majority of income seekers 
would prefer that income to be reliable and consistent. The 
global financial crisis of 2007/2008 was a salutary lesson that 
even the most reliable of dividend-paying companies can 
encounter difficulties: banks had up until this point been a 
dependable source of income for investors, but were forced 
to suspend their dividends as the crisis hit. Companies will 
occasionally encounter unique problems that lead to them 
withholding their dividend. 

For a poorly diversified income investor, this can mean losing 
an important chunk of their income. This is a real problem if 
it has been designated as a top-up source of income to pay 
school fees or provide additional support in retirement. Again, 
Jupiter’s Enhanced Distribution Fund stock by stock approach 
is important here: the fund managers look at the relative 
strength of individual companies. Does it have the income to 
pay its bondholders? Is the management committed to paying a 
dividend over the long term? To us, this appears a more robust 
way to aim for consistency of income and mitigate against 
capital erosion over the long term.

In our opinion, having a blend of income also means that an 
investor can marry more reliable sources of income, such as 
the fixed income payments from a bond (coupons), with more 
volatile income sources, such as dividends from companies, 
which could counteract inflation over time. This combination 
of growth and stability may help investors achieve a robust 
income over time. 

Stock market volatility is unsettling, but its impact can be 
alleviated to some degree. We believe it is possible to create a 
relatively stable income with some potential growth in capital by 
holding a well-selected portfolio of stocks and bonds.

*Source: FTSE 100 September 2015
**Source: Bloomberg  September 2015
***Source: FT Research Sectors and Industries September 2015

This article is for informational purposes only and is not investment advice. Market 
and exchange rate movements can cause the value of an investment to fall as well as 
rise, and you may get back less than originally invested. We recommend you discuss 
any investment decisions with a financial adviser, particularly if you are unsure 
whether an investment is suitable as Jupiter is unable to provide investment advice.

The views expressed are those of the author at the time of writing, are not necessarily 
those of Jupiter as a whole and may be subject to change. This is particularly true 
during periods of rapidly changing market circumstances. Every effort is made to 
ensure the accuracy of the information but no assurance or warranties are given.

Jupiter Enhanced Distribution Fund: A proportion of the fund is invested in high 
yield bonds. While such bonds may offer a higher income the interest paid on 
them and their capital value is at greater risk of not being repaid, particularly 
during periods of changing market conditions. The yield is not guaranteed and 
monthly income payments may fluctuate. The fund manager may use derivatives, 
including for investment purposes, which carries additional risks and may result in 
large fluctuations in the value of the fund. There is also a risk that counterparties 
to derivatives may become insolvent, which may cause losses to the fund. All of 
the fund’s expenses are charged to capital, which can reduce the potential for 
capital growth.

The Key Investor Information Document, Supplementary Information Document and 
Scheme Particulars are available from Jupiter on request. This fund can invest more 
than 35% of its value in securities issued or guaranteed by an EEA state.

This article contains information based on the FTSE 100. ‘FTSE®’ is a trade mark 
owned by the London Stock Exchange Plc and is used by FTSE International 
Limited (‘FTSE’) under licence. The FTSE 100 is calculated by FTSE. FTSE does 
not sponsor, endorse or promote the product referred to in this document and is not 
in any way connected to it and does not accept any liability in relation to its issue, 
operation and trading. All copyright and database rights in the index values and 
constituent list vest in FTSE.

Jupiter Unit Trust Managers Limited (JUTM) and Jupiter Asset Management (JAM), 
registered address: 1 Grosvenor Place, London SW1X 7JJ are authorised and 
regulated by the Financial Conduct Authority. No part of this document may be 
reproduced in any manner without the prior permission of JUTM or JAM.
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It is not intended that this publication be relied upon by retail investors. It does not constitute an offer, a personal solicitation of an offer or personal recommendation 
to enter in to any transaction. Whilst all reasonable care has been taken in preparing this document, the information contained herein is deemed to be reliable 
but all expressions of opinion are subject to change without notice. Tax legislation is based on our understanding of legislation and practice currently in force.         
Tax information is subject to individual circumstances and subject to change. We cannot be held responsible for the effect of any future legislation change in interpretation.

Drake Building
15 Davy Road

Plymouth Science Park 
Derriford, Plymouth

Devon PL6 8BY

Tel: 01752 762140
Email: info@successiongroup.co.uk

Tribune Court
2 Roman Road

Bearsden
Glasgow
G61 2SW

Tel: 0141 942 6060

Connery House
Repton Place

White Lion Road
Amersham

Buckinghamshire HP7 9LP

Tel: 01494 358000

FP
 N

o.
 1

05

FP105 - JUPITER.indd   4 12/04/2016   11:56


