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The year 2023 ended with a strongly positive quarter for financial markets and thus, for
the twelve month period as a whole, nominal returns for private client investors were a
little above average.

That was most welcome after the bond and equity market traumas of 2022 when the vast majority of
private clients experienced significantly negative returns. But, generally, 2023 gains have not fully
compensated for 2022 losses.

The table below sets out the estimated returns for private client portfolios across the five PCI
currencies and four PCl risk categories.

RETURNS FOR 12 MONTHS TO DECEMBER 2023*

B atans Risk Relative to
isk Categor
gory World Equities

ARC Cautious PCl 0 - 40%

ARC Balanced Asset PCI 40 - 60% 6.0 10.3 7.8 3.8 8.6
ARC Steady Growth PCI 60 - 80% 7.3 13.4 10.3 4.7 10.3
ARC Equity Risk PCI 80 -110% 8.1 17.5 14.0 6.9 11.8

* Estimated returns for Q4 2023

Whilst the table above reveals that in local currency terms gains were highest for USD investors, when
adjusted for currency moves, returns for private clients in the same risk category were similar
regardless of reference currency.

After the painful normalisation of interest rates in 2022, bond markets seemed to offer reasonable
value and, despite tighter monetary policy and the threat of recession, company profits proved
resilient.

Yet, the breadth of equity market gains was The Big 10 2023 average return
extremely narrow, the rise in the world equity
market index being driven by the 10 largest US
listed “mega-cap” stocks (Alphabet, Amazon,
Apple, Berkshire Hathaway, Broadcom, JP
Morgan, Meta, Microsoft, Nvidia and Tesla).

In 2023, these stocks were up, on average, ..
circa 90% and up around 85% on a market . 00 Meta @a

capitalisation-weighted basis, with the other

490 stocks making up the S&P 500 on average i 2 Morgan NVIDIA.
delivering a return of zero!
€ BROADCOM

BerksHiRE HATHAWAY ive.
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So, how has the performance of a typical private client portfolio in 2023 compared to
that experienced in previous years?

By way of illustration the chart below plots calendar year returns and maximum drawdown in each of
the twenty calendar years since 2004 using the daily estimated series for the ARC Sterling Steady
Growth Private Client Index, the PCl series with the greatest number of constituents.

CALENDAR YEAR NOMINAL RETURNS
AND INTRA-YEAR DECLINES
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In 2023, private clients following Sterling Steady
Growth mandates recorded, on average, nominal Average Return 2023
returns of 7.3%, just above the historical average of
6.0% per annum.

Average Return 20 Years

The maximum drawdown during 2023 of -6.3% was
unexceptional and less than the average of -9.0%
over the 20-year history of the indices.

At first sight, results for 2023 look to be encouraging: a slightly above-average return achieved with
typical return volatility during the year.

However, the picture is considerably less rosy once the impact of inflation is taken into account.
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The chart below plots the inflation-adjusted performance of a typical Sterling Steady Growth private
client portfolio for the last 20 years.

CALENDAR YEAR REAL RETURNS
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Whilst 2023 delivered a real return of 3.6% per annum for a Sterling Steady Growth investor, since 2021
real wealth has declined by around 15%.

After the Global Financial Crisis in 2008, it took six years for real wealth to recover despite extensive
guantitative easing and negative real interest rates. Recovery from the impact of financial market
normalisation in 2022 may well take longer.

In the 18 years to 2021, the average real return for a Steady Growth portfolio was 4.4% per annum.
That has now dropped to an average real return of 3.2% per annum over the last 20 years. Looking
forward, it feels reasonable to target a real return of 4% per annum for the next decade from a classic
60% equity: 40% bond asset allocation. But that is 4% per annum from now, not based on 2021 real
wealth.

For those investors seeking to determine a sustainable withdrawal pattern from their
portfolios, now feels like the right time to be rebasing to end 2023 values. It is time for
investors to accept that 2022 was not an exceptional downturn but a year in which bond
market yields and equity market valuations returned to “fair value” after a decade of
being artificially pumped up by excessively loose monetary policy.

Graham Harrison
Founder & Executive Group Chairman

Graham.Harrison@assetrisk.com
+44 (0) 1481 817777

A full list of Data Contributors to ARC PCl is available at www.suggestus.com
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DRIVING BETTER DECISION-MAKING

We have been setting the standard in outcome-orientated
investment research since 1995.

Our core expertise lies in translating investment performance and fee data into
actionable intelligence for all investors. Alongside this unique intelligence, we
appraise investment firms to determine how they generate value for their clients

We work with the investment management community to promote transparency
and clarity in an often opaque space. The ARC Indices are a set of peer group
benchmarks that reflect the real-world experience of investors who have their

wealth professionally managed. 120 firms contribute over 350,000 portfolios and

use the insights from our team to make better, data-driven decisions.

o PR I Pr <tor | ARC is committed to making a positive contribution to our society and the planet, and is
cestment | proud to be a signatory of the UN Principles for Responsible Investments (PRI) since 2020

Sign up at assetrisk.com to receive the monthly ARC Indices updates

SIGN UP

The information contained in this article is provided for general informational purposes only. It is not intended to constitute legal, financial, or professional advice, and should not be relied
upon as a substitute for personalised advice from a qualified professional. Past performance is not a reliable indicator of future results, and the value of investments can go down as well as up.

While we endeavour to ensure that the information in this article is accurate and up to date, we make no representations or warranties of any kind, express or implied, about the completeness,
accuracy, reliability, suitability, or availability with respect to the article or the information, products, services, or related graphics contained in the article for any purpose. Any reliance you place
on such information is therefore strictly at your own risk.
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