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Financial Advisers Shun Corporate Bonds in AFI Rebalancing
After a stellar run up last year in the corporate bond sector, advisers are now recommending that all but the most aggressive investors take profits and pare back their exposures.  In the latest rebalancing of Financial Express’ Adviser Fund Index (AFI), the only index based on financial adviser fund recommendations, corporate bond allocations were almost halved for cautious investors, from 30% to 16%.  
The AFI is based on the recommendations of 16 leading UK investment advisers and comprises three core strategies: AFI Aggressive, AFI Balanced and AFI Cautious.  Within the AFI Balanced portfolio, corporate bonds were scaled back to 15% in the May rebalancing from 19% in November 2009 when the last six monthly review took place.
Michael Holland, Managing Director of Financial Express, commented:

“IFAs are recommending that investors take profits from an asset class that last year enjoyed once-in-a-generation returns but where those opportunities have largely run their course.  Going forward, both sterling corporate and government bonds will be beset by sterling weakness and concerns about the UK budget deficit.  Advisers are showing a preference for strategic bond funds with asset allocation flexibility.”
Specifically, the L&G Dynamic Bond was the most popular fund among panellists for AFI Balanced and the second highest choice for AFI Cautious.  Advisers’ top pick for cautious investors was M&G Optimal Income. 
The Cazenove UK Corporate Bond fund was ejected from AFI Balanced and in its place Cazenove Strategic Bond was added.  This fund and the Schroder Strategic Bond were also added to AFI Cautious for the first time, within the top three highest new entrants.
First State Asia Pacific Leaders remained popular among AFI panellists; it was the largest allocation for aggressive investors and the second highest choice for AFI Balanced.
For aggressive investors, IFAs recommend a continued reduction in UK equity exposure.  In the past three years AFI Aggressive has seen its UK equities allocation cut to 25% from 39%; in the most recent rebalancing the reduction was a modest 1%.  Overall exposure to the UK, including gilts and other asset classes, was scaled back by 4% to 32%.  European exposure was reduced by 2% to 9% as concerns mounted over economic stability in the ‘PIIGS’ (Portugal, Ireland, Italy, Greece and Spain).  Net beneficiaries were the growth economies of Asia Pacific (up 2% to 15%) and also North America, which is expected to recover from the recession faster than Europe (up 2% to 14%).
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Notes to Editors
The Adviser Fund Index

The Adviser Fund Index (AFI) provides a benchmark against which the investment community can compare fund portfolio performance, as well as offering a relevant flagship index for the funds market. The AFI is derived from the portfolio recommendation provided by a representative group of the UK’s leading investment advice firms.  The AFI Panel consists of the following adviser companies:

· AFH Wealth Management

· Allenbridge Group plc

· AWD Chase de Vere

· Bates Investment Services

· Beckett Financial Services

· Bluefin Group Ltd.
· Charles Stanley

· Chartwell Investment Management
· Chelsea Financial Services

· City Asset Management

· Dennehy Weller & Co Ltd.
· Killik & Co.
· Rowan plc.
· RSM Tennon

· Whitechurch Securities Ltd. 

· Williams de Broe

Financial Express

Financial Express is the largest distributor of fund data in the UK, and is the main or sole supplier of data to many of the leading data vendors, including Bloomberg, Telekurs.  Financial Express also provides data and web-based fund analysis products to the UK’s leading fund supermarkets, life and wrap platforms, product providers, financial advisers and networks, software houses, financial portals and private investors.

Financial Express (www.financialexpress.net) offers value-added services that are more than just data. They include independent research, analysis and fund information from:

· Trustnet, the UK’s leading fund information and research website (www.trustnet.co.uk).

· Analytics, a powerful online research tool used by the adviser community, life companies and investment houses (www.financialexpress.net/analytics).

· Investegate, a comprehensive online source of real-time company announcements (www.investegate.co.uk). 
