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FUND FACTS

INVESTMENT OBJECTIVE

Share Price

GBP 15.92
EUR 11.01
USD 10.52

Fund Size

$6.59m

The Fund’s objective is to achieve income combined with capital growth
by investing in units or shares of investment funds which invest in any
or all geographical or economic sector or sectors of the world, mainly
outside the UK.

Launch Date

24 August 2012

INVESTMENT APPROACH

Lipper Sector
Mixed Asset USD Balanced - Global

With a fund of funds approach, the Fund makes strategic allocations using
the best in class external funds and is not restricted by geography or
sector. Short term tactical changes are made using ETFs.

Domicile

Guernsey

Base Currency

USD

Denominations

GBP, EUR, USD

PERFORMANCE ANALYSIS

Dealing

Daily

5 Year Performance %

n

Financial Year End 31 March
Structure Open-ended Protected Cell of
South River Global Investors
PCC

GBP Class

n

Lipper Sector

50
40
30
20
10
0

INVESTMENT TEAM
Stephen Watson
MD and senior portfolio
manager running
international multi-asset
and equity portfolios.
Previously he was
responsible for pan-European accounts
and co-ran international equity funds at
Northern Trust. Before that he was head
of European equities at Framlington.
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Director and specialist
equity fund manager.
Previously with the mining
teams of GMP, Pareto and
Dundee Securities as an
analyst and mining specialist. Former
Chairman of Women in Mining UK, she is
a professional gemmologist and holds an
MBA and MA in International Economics.
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Cumulative Performance %
1m

3m

6m

1y

3y

5y

GBP Class

‑0.41

‑0.67

4.54

9.30

43.67

35.87

Lipper Sector

‑0.47

2.33

7.64

5.26

35.73

43.65

Discrete Performance %
2014

2015

2016

2017

2018

GBP Class

0.15

‑5.57

22.07

7.69

9.30

Lipper Sector

4.95

0.85

23.84

4.12

5.26

12 Months to 30 September
Amanda van Dyke

Sep 15

Source: Lipper, GBP, total return, mid to mid, excluding the effect of initial charge but net of
all management fees and other charges, income reinvested gross of UK tax, in GBP Class,
to 30.09.18. Copyright 2018 © Lipper, a Thomson Reuters company. All rights reserved. Past
performance is no guide to future performance. An investor may not get back, on redemption
or otherwise, the amount invested. Returns may be affected by, amongst other things, currency
fluctuations.

www.southriveram.com
info@southriveram.com

All data as at 30.09.18. Source: South River Asset Management Ltd, unless otherwise stated.
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FUND MANAGER QUARTERLY COMMENTARY
30 September 2018
Market Review

Theme

•

Cannabis…a new industry sector emerges

•

•

Global financial markets were volatile in Q3 2018, strength in the US
countered by weakness in emerging markets and Asia. Evidence of
accelerating US GDP growth with a Q2 print at 4.1% led the US Fed
to raise short term interest rates to 2% and with longer term rates
pushing through 3% the yield curve in the US continued to flatten.
According to the World Bank, global GDP will grow at a rate of 3.1%
in 2018 before slowing to 3.0 % in 2019 while corporate earnings
growth led by the US is forecast to grow at double digits in 2018.
US corporate earnings in particular are expected to grow strongly
driven by the US administration’s tax cuts.
M&A activity has continued to be of particular note following a
record US$1trillion activity in Q2 2018. Major deals like Cigna’s
US$67bn purchase of Express Scripts, Bayer’s US$63bn takeover of
Monsanto and Comcast’s US$40bn bid for Sky plc were the stand
outs.

MSCI World returned 5.0% in the quarter while the JPM bond index
returned -1.7%.
Outlook
We are broadly constructive on the global economy which is seeing
a reasonably benign mix of growth and low inflation and generally
supportive corporate profits. However this positive outlook for the
global economy has led to asset prices becoming more fully priced and
at risk of correction.
A combination of a flattening yield curve, rising protectionist fears and
global growth that is becoming less synchronised with the US and Asia
growing strongly but emerging markets and a sluggish Europe slowing,
makes us circumspect about financial asset prices.
Valuations are a particular concern in the US with CAPE (cyclically adjusted
price earnings ratio) of 25x at high levels with the US central bank having
embarked on a rate tightening cycle. We emphasise a diversified asset
allocation stance, with a preference for blue chip corporate bond and
equity income, inflation hedges such as precious metals and alternatives
such as private equity and infrastructure type investments that we believe
will best protect investors in any volatility to come.
Performance Review and Positioning
The Fund fell 0.67% in the period under review. (GBP). This compares
with a peer group median (Lipper mixed asset) of a rise of 2.35%. Over
12 months the fund has risen 9.3% versus a peer group median of 5.3%.
We maintained reasonably high levels of US$ liquidity in the period.
US$ short term interest rates are on the rise and pushing through 2%
which we believe is competitive. Regarding portfolio activity we traded
a Canadian IPO, hemp producer Charlotte’s Web, returning 105%, while
we sold a position in UK contractor Balfour Beatty ahead of a tricky period
for the UK construction industry as the Brexit deadline approached.

Cannabis has been used for 5000 years in traditional medicine, in China
for rheumatism, in Egypt for glaucoma, in India for anxiety, and in ancient
Persia as an anti‑convulsant. Used widely in the 19th century as an
analgesic for neuropathic and musculoskeletal pain, for migraine, and
an aid to childbirth, in 1925 it was included in the Geneva convention
on narcotics control, largely on circumstantial evidence unsupported by
research.
As it happens, cannabis is not a narcotic. There is good evidence that
cannabis can help with chronic pain, spasticity, cancer, arthritis, and
headaches, and has almost none of the side effects of opioids (the
most commonly prescribed treatment for such conditions) and is not
chemically addictive.
Fears of psychosis inducing effects have held legalisation back. But the
question is what is the cost benefit analysis? A recent study in the US
estimated that many billions of dollars can be saved on opiate drugs in
favour of marijuana. Colorado, a state with a population of 5.5m, had in
2017 $1.5b in medical and recreational marijuana sales which led to
$250m in tax revenue.
A wave of cannabis legalisation is sweeping Europe and the US.
Medical cannabis is now available in over nine European countries, and
cannabis is soon to be available for recreational and medical use in
Canada. It is available in 39 US states for medical purposes, and nine
recreationally. In 2018 the European market for CBD (hemp oil) will
amount to c €200m growing to €650m by 2022. Also prescription
medication is approx. €100m today with growth to €450m likely by
2022.
The cherry on the cake if the trend continues, and eventually the
US and Europe allow for full legalisation of the market, the returns
could be astronomical. Canada with a population of 35m has a
CAD12bn recreational market and the market capitalization of the
existing listed companies is over CAD50 bn, and it has only been legal
for a few months.
Recent M&A in the industry has included a CAD4bn investment
in Canada’s leading grower Canopy Growth by one of the world’s
biggest drinks makers Constellation Brands, meanwhile Coca Cola has
announced it is in talks with Aurora to develop a range of marjjuana
drinks.
With branding and specialization cannabis is poised to be a
huge disruptor to the alcohol and tobacco market. In Europe
alone the world’s richest continent, this could easily give rise in the
long term to an industry generating more than €25bn annually, and that
is an opportunity investors cannot afford to ignore.

QUARTERLY PERFORMANCE CONTRIBUTION
Top Contributors

%

Top Detractors

%

Charlottes Web Holdings Inc

1.37

Cradle Arc Plc	-1.03

Global Mena Financial Assets

0.40

IPATH S&P 500 VIX Short-Term FU ETN	-0.62

Tiburon-Taiko Fund B USD

0.34

Margaux Resources Ltd	-0.45

Polar Emerging Markets- I USD Acc

0.27

Endeavour Silver Corp	-0.31

Pareturn Barwon LST-U USD

0.16

Avesoro Resources Inc	-0.28

Reference to specific securities, bonds or funds does not constitute investment advice and is not a recommendation to buy or sell any security or
bond or invest in such funds. Opinions expressed must not be relied upon.
www.southriveram.com
info@southriveram.com

All data as at 30.09.18. Source: South River Asset Management Ltd, unless otherwise stated.
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SHARE CLASS INFORMATION

PORTFOLIO BREAKDOWN

Codes

Top 10 Holdings

ISIN

SEDOL

GBP
EUR
USD

GG00B8HFN594
GG00B7W07160
GG00B7T9KR35

GBP
EUR
USD

B8HFN59
B7W0716
B7T9KR3

Fees

30 SEPTEMBER 2018

%

Polar Capital Global Convertible Fund

8.2

Tiburon-Taiko Fund

7.0

Galloway EM High Yield Bond Fund

6.0

NB Global Floating Rate Income Fund

5.4

Polar Emerging Markets Income Fund

5.4

Morgan Stanley EM Debt Fund

4.1

TSY Inflation IX N/B 0.625 15 Apr 2023

3.8

Initial charge

5.25%

iShares FTSE A50 China Index ETF

3.8

Annual charge

1.50%

iShares STOXX Europe 600 Utilities

3.7

Pareturn Barwon Listed Private Equity Fund

3.6

Minimum Investment

Total

51.0

Asset Allocation

n
n
n
n
n
n

%

Equities

47.6

Bonds

31.8

Alternatives

5.1

Property

3.7

Commodities

2.0

Cash

9.8

£1,000/€1,000/$1,000
Top 5 Equity Allocation

CONTACTS
Investment Manager
South River (Guernsey) Ltd
1st Floor Tudor House, Le Bordage,
St. Peter Port, Guernsey GY1 1DB
Investor Services & Dealing
+353 21 463 3366
investorservices@southriveram.com

Investment Adviser
South River Asset Management Ltd
1 King Street, London EC2V 8AU
www.southriveram.com
@southriver

%

Global Mining

8.2

Japanese Equity Income

7.0

Euro Equity Income

6.5

Asian Equity Income

6.5

Global Emerging Market Equity

5.4

Fixed Income Allocation

%

Convertibles

8.2

Global Emerging Market Bond

6.0

Senior Loans

5.4

Global Emerging Market Debt

4.1

Government

3.8

Trading - Leverage/Inverse Fixed Income

2.0

Trading - Leveraged/Inverse Equity

1.4

Distressed Debt

0.9

info@southriveram.com

IMPORTANT INFORMATION

The Fund is authorised as an open-ended investment company by the Guernsey Financial Services Commission pursuant to the Protection of
Investors (Bailiwick of Guernsey) Law, 1987 and under The Authorised Collective Investment Schemes (Class B) Rules 2013. Units in the Fund
are not available for sale and may not be offered for sale, directly or indirectly, in the United Kingdom, or any state or jurisdiction in which such
offer or sale would be prohibited. Subscriptions will only be received and units issued on the basis of the current prospectus for the Fund. This
factsheet is not an invitation to subscribe and is for information purposes only. Please note that the value of funds and assets (and the income
from them) may go down as well as up and may be affected by, amongst other things, changes in rates of exchange. South River (Guernsey) Ltd.
Registered Office: 1st Floor Tudor House, Le Bordage, St Peter Port, Guernsey, GY1 1DB. Registered No. 1518. Licensed by the Guernsey Financial
Services Commission in the conduct of investment business.

Issued by South River Asset Management Ltd authorised and regulated by the Financial
Conduct Authority. FRN: 197097
Atlas House, 1 King Street, London. EC2V 8AU
All data as at 30.09.18. Source: South River Asset Management Ltd, unless otherwise stated.

