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ECONOMIC REVIEW  FUND TRANSACTIONS 
During the first quarter of 2025, sterling 
corporate bonds continued to outperform 
government bonds. The UK economy faced 
increased prospects of stagnant growth in the 
period, with the labour market and wages 
showing some strain. This, along with continued 
rising inflation caused by higher food and energy 
prices, caused the economic outlook to diminish. 

In addition, the ascendance of Donald Trump to 
the US presidency – and his threats of trade wars 
and tariffs – caused greater uncertainty in 
markets, as did a breakdown of the western 
consensus on the ongoing war in Ukraine. This 
caused governments to explore reallocations of 
resources from social programmes to increased 
defence spending. 

With inflation remaining closer to the Bank of 
England’s 2% target, although still ‘sticky’, and 
with weak economic signals, we do see interest 
rates falling over the year. Further turmoil is 
expected from a backlash to Trump’s tariffs.  

FUND REVIEW 
The fund only slightly outperformed the 
benchmark in the quarter. This was mainly due to 
our modest risk-facing position heading into the 
new year and our selective profit-taking over the 
quarter as markets became more volatile and 
tariff uncertainties came to the fore. However, 
the fund was negatively impacted by a number of 
longer-dated positions that we maintained early 
in the quarter.  

We continued our overweight positions in the 
utilities, real estate and asset-backed sectors 
while reducing some of our higher-risk financials 
positions. Instead, we preferred to invest in 
sovereign government bonds to reduce risk in 
the near term with the option to add back at a 
more profitable level. 

  

 Continued pension fund demand, low new 
issuance and strong fundamentals were the 
main reasons we maintained our favourable 
stance towards corporate credit in the first 
quarter. However, expensive valuations 
encouraged us to reduce some holdings, 
primarily in the financials sector.  

We reduced a number of unfavoured positions in 
Notting Hill Housing Association, Brookfield 
Renewables, Scottish Widows and Motability. We 
also saw our long-held emerging markets 
position in Vena Energy mature. In financials, we 
rotated some of our more subordinated 
holdings into more senior names to reduce the 
level of risk in the fund. 
OUTLOOK  
We think market uncertainty will continue. The 
slowing inflation momentum we saw over 2024 
has waned. The trade war instigated by the US is 
sure to result in retaliatory tariffs in the coming 
months. We are seeing the shock of higher 
inflation and stagnant economic growth in the 
US and global economy unfolding and don’t 
expect it to clear up in the near term. 

We believe it is prudent to remain conservative 
in our risk positions. We are switching to higher-
quality bonds, where we see value. We are 
reducing positions that would be more 
adversely impacted by tariffs, economic 
slowdown and fiscal reallocation such as benefit 
cuts and government efficiency savings. We 
continue to believe that there is value in sterling 
bonds in the short term, especially versus US 
dollar and euro bonds. All-in yields (the yield 
considering both the underlying government 
benchmark and the yield for credit risk) for high-
quality bonds remain historically attractive. 
However, we believe the fund is well-positioned 
to withstand possible weakness in credit 
markets and take advantage of opportunities if 
and when the tariff-related shocks dissipate. 
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IMPORTANT INFORMATION 

This document is intended for retail investors. You should not act or rely on this document but should 
contact your professional adviser. 
 
This document has been issued by Sarasin & Partners LLP of Juxon House, 100 St Paul’s Churchyard, London, 
EC4M 8BU, a limited liability partnership registered in England and Wales with registered number OC329859, 
and which is authorised and regulated by the Financial Conduct Authority with firm reference number 
475111. 
 
This document has been prepared for marketing and information purposes only and is not a solicitation, or 
an offer to buy or sell any security. The information on which the material is based has been obtained in 
good faith, from sources that we believe to be reliable, but we have not independently verified such 
information and we make no representation or warranty, express or implied, as to its accuracy. All 
expressions of opinion are subject to change without notice.  
 
This document should not be relied on for accounting, legal or tax advice, or investment recommendations. 
Reliance should not be placed on the views and information in this material when taking individual 
investment and/or strategic decisions.  
 
The value of investments and any income derived from them can fall as well as rise and investors may not 
get back the amount originally invested. If investing in foreign currencies, the return in the investor’s 
reference currency may increase or decrease as a result of currency fluctuations. Past performance is not 
a reliable indicator of future results and may not be repeated. Forecasts are not a reliable indicator of 
future performance.  
 
There is no minimum investment period, though we would recommend that you view your investment as a 
medium to long term one (i.e. 5 to 10 years). 
 
The Fund may invest in derivatives for efficient portfolio management purposes. This means Derivatives can 
only be used to manage the Fund more efficiently in an attempt to reduce the overall risk of its investments, 
reduce the costs of investing or generate additional capital or income, although this may not be achieved 
and may create losses greater than the cost of the derivative. 
 
The Fund may invest in other collective investment schemes, including regulated and unregulated collective 
investment schemes. Investment in unregulated collective investment schemes carries additional risks as 
such schemes may, among other things, not be under the regulation of a competent regulatory authority, 
may use leverage and may carry increased liquidity risks. 
 
This document does not explain all the risks involved in investing in the Fund and therefore you should 
ensure that you read the Prospectus and the Key Investor Information Document, which contain further 
information including the applicable risk warnings. The Prospectus, the Key Investor Information Document 
as well as the annual and semi-annual reports of the Fund are available free of charge from 
www.sarasinandpartners.com or from Sarasin & Partners LLP, Juxon House, 100 St Paul’s Churchyard, London, 
EC4M 8BU, Telephone +44 (0)20 7038 7000 (telephone calls may be recorded). 
 
Persons domiciled in the US and/or are US nationals are not permitted to hold shares in the Fund and shares 
may not be publicly sold, offered or issued to anyone residing in the US or to US nationals. This publication is 
intended for retail investors in the UK only. 
 

http://www.sarasinandpartners.com/
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Neither Sarasin & Partners LLP nor any other member of the J. Safra Sarasin Holding Ltd group accepts any 
liability or responsibility whatsoever for any consequential loss of any kind arising out of the use of this 
document or any part of its contents. The use of this document should not be regarded as a substitute for 
the exercise by the recipient of their own judgement. Sarasin & Partners LLP and/or any person connected 
with it may act upon or make use of the material referred to herein and/or any of the information upon 
which it is based, prior to publication of this document.  
 
Where the data in this document comes partially from third-party sources the accuracy, completeness or 
correctness of the information contained in this publication is not guaranteed, and third-party data is 
provided without any warranties of any kind. Sarasin & Partners LLP shall have no liability in connection with 
third-party data.  
 
© 2025 Sarasin & Partners LLP – all rights reserved. This document can only be distributed or reproduced 
with permission from Sarasin & Partners LLP. Please contact marketing@sarasin.co.uk. 
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