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Risk profile 4: 
Fixed Interest

‡See Glossary overleaf for more detail.

Source: Bloomberg and CGWM.
Past performance is simulated, although using actual data with no assumptions made. Past performance is not a reliable indicator 
of future returns.

This short guide provides an overview of your investment risk 
level and what you might expect, based on past performance.

Our objective for this strategy is to achieve a return of 5% 
over a rolling period of five years or more. Our background 
planning assumptions use the UK breakeven inflation rate‡ 
as our forecast measure for inflation. At the time of issuing 
this document this stood at 3.27% annualised over five years.

This model may be appropriate for you if you can accept 
occasional capital losses in order to achieve a slightly higher 
total return.

You understand the strategy will generate long-term returns 
some way below those of major equity markets and is likely  
to have an exposure predominantly to fixed income assets‡. 
There are a number of ways that it is possible to create a similar 
client outcome (in terms of return, volatility‡ and drawdown‡). 
However, for our process with the fixed Interest model, we adopt 
the following approach:

Other variants of this risk profile may have differing asset 
allocation bands, although the overall intended outcome 
should be broadly the same. 

For illustrative purposes, we have created a risk profile 4, Fixed 
Interest composite benchmark index to show its performance, 
drawdown and volatility‡ since the end of 1998. The benchmark 
portfolio is made up of 99% in fixed income assets, 0% equities, 
0% alternatives and 1% in cash.

Perfectly tracking this index from 31 December 1998 to 
31 December 2022 would have turned £100 into £261, the 
equivalent of a 4% compound annual growth rate‡.

As at the end of December 2022 the 
maximum historic loss for this benchmark 
has been 18.8%. The benchmark has not  

yet recovered

The asset allocation of this strategy  
will fall within the following bands:

Asset class Minimum Maximum
Fixed interest 90.0% 100.0%
Equities 0.0% 0.0%
Alternatives 0.0% 0.0%
Cash 0.0% 10.0%

Volatility‡

Minimum 3-year rolling volatility‡ 2.51
Maximum 3-year rolling volatility‡ 6.59



Important information 
Investment involves risk. The value of investments and the 
income from them can go down as well as up and investors may 
not get back the amount originally invested. The investments 
described in this document may not be suitable for all investors. 
Investors should make their own investment decisions based 
upon their own financial objectives and financial resources and,  
if in any doubt, should seek advice from an investment adviser. 

This document is for information only and is not to be construed 
as a solicitation or an offer to purchase or sell investments or 
related financial instruments. This has no regard for the specific 
investment objectives, financial situation or needs of any 
specific investor.

Canaccord Genuity Wealth Management (CGWM) is the trading 
name of Canaccord Genuity Financial Planning Limited (CGFPL), 
Canaccord Genuity Wealth Limited (CGWL), CG Wealth Planning 
Limited (CGWPL), Punter Southall Wealth (PSW) and Canaccord 
Genuity Wealth (International) Limited. They are all subsidiaries  
of Canaccord Genuity Group Inc.

CGFPL, CGWL, CGWPL and PSW are authorised and regulated 
by the Financial Conduct Authority (registered numbers 154608, 
194927, 594155 and 478840).

 
CGFPL, CGWL, CGWPL and PSW have their registered office at  
88 Wood Street, London, EC2V 7QR.

CGFPL, CGWL, CGWPL and PSW are registered in England & 
Wales no. 02762351, 03739694, 08284862 and 05374633.

CGWIL is licensed and regulated by the Guernsey Financial 
Services Commission, the Isle of Man Financial Services Authority 
and the Jersey Financial Services Commission. CGWIL is 
registered in Guernsey no. 22761 and has its registered office at 
Trafalgar Court, Admiral Park, St. Peter Port, GY1 2JA.

CGWL and CGWIL are members of the London Stock Exchange. 

CGWM does not make any warranties, expressed or implied, 
that the products, securities or services mentioned are available 
in your jurisdiction. Accordingly, if it is prohibited to advertise 
or make the products, securities or services available in your 
jurisdiction, or to you (by reason of nationality, residence or 
otherwise) then such products, securities or services are not 
directed at you.

The products and services offered by CGWM in the UK may differ 
from those offered by other Canaccord Genuity Group Inc. offices.

‡Glossary
Compound annual growth rate: A compound annual growth rate 
(CAGR) represents the rate at which your investment would 
grow if it had a steady rate of growth i.e. it is an average annual 
growth rate to show you smoothed annualised returns. For 
example, an investment may increase in value by 8% in one  
year, decrease in value by 2% the following year and increase in 
value by 5% in the next. With this inconsistent annual growth, 
a CAGR of 3.6% may be used to give a broader picture of an 
investment’s progress.

Fixed income assets: When referring to fixed income assets we 
mean any type of investment in which real return rates or income 
are received at regular intervals and at reasonably predictable 
levels. The most common examples are bonds issued by 
governments and major corporations. UK government bonds  
are known as gilts.

UK breakeven inflation rate: We use UK breakeven inflation rates 
calculated by Bloomberg. Their methodology is to use the yield 
on the relevant nominal government bond compared with the 
inflation-linked bond closest to it in date terms. Nominal minus 
the inflation-linked bond equals the breakeven rate.

Drawdown helps determine an investment’s financial risk.  
A drawdown from an investment’s high to its low is considered  
its ‘drawdown amount’. It is usually recorded during a specific 
period and quoted as the percentage between the peak and  
the subsequent trough.

Drawdowns present a significant risk to investors when 
considering the uptick in investment value/price needed to 
overcome a drawdown. The greater the loss, the more needed  
to recover. For example, it may not seem like much if an 
investment loses 1%, as it only needs an increase of 1.01% to 
recover to its previously held position. However, a drawdown of 
20% requires a 25% return, while a 50% drawdown – seen during 
the 2008 to 2009 Great Recession – requires a whopping 100% 
increase to recover the same position.

The maximum historic loss is the maximum loss from peak to 
trough in an investment’s history.

Annualised volatility is a measure of how much the price or 
return of an investment fluctuates over a certain period. High 
volatility means the value of an investment is likely to change 
dramatically over a short time frame, while low volatility 
indicates an investment’s value will be relatively stable.

Volatility: Volatility measures the dispersion of returns against 
the mean of any given index or security, calculated using the 
standard deviation over a set period of time. We show a three- 
year period to calculate this since we believe this represents 
the most appropriate time scale over which to capture the 
characteristics of the indices used in this document. We use a 
rolling measure, calculated on a monthly basis, which means we 
use the previous 36 months of data at any given point in time. 
The greater the dispersion of returns, the higher the volatility 
and thus the higher the potential risk of the strategy.
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