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FUND FACTS
Share Price

EUR 12.33
GBP 16.21

Fund Size

€5.15m

Launch Date

24 August 2012

Lipper Sector

Equity Europe

Domicile

Guernsey

Base Currency

EUR

Denominations

EUR, GBP

Dealing

Daily

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

INVESTMENT OBJECTIVE

The Fund’s objective is to achieve 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 within Europe, including
the UK.

INVESTMENT APPROACH

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.
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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.
Amanda van Dyke
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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GBP Class

‑3.00

‑5.45

3.49

1.52

16.39

19.78

Lipper Sector

‑3.17

‑5.07

‑3.88

2.39

21.82

44.04

Discrete Performance %
12 Months to 31 March
GBP Class
Lipper Sector

2014

2015

2016

2017

2018

8.34

‑5.01

‑8.04

24.67

1.52

12.82

4.80

‑3.04

22.70

2.39

Source: Lipper, GBP, total return, mid to mid, excluding the effect of initial charge, income rein‑
vested gross of UK tax, in GBP Class, to 31.03.18. 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 31.03.18. Source: South River Asset Management Ltd, unless otherwise stated.
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FUND MANAGER COMMENTARY
31 March 2018
Market Review

Theme: Visit to Hangzhou and China markets outlook

Equity and bond markets have been volatile in Q1 2018. Features were:

We spent time in March in the office in Hangzhou at the offices of our
parent company ZHEJIANG ZHONGNAN HOLDINGS GROUP. (ZZHG)
Hangzhou is a stunning city, 130 miles south west of Shanghai and is
the capital and most populous city of Zhejiang province in east China. It
is an emerging technology hub and home to e-commerce giant ALIBABA. It is also the province from which Xi Jinping was governor 2002
through 2007 and hosted the G20 summit in 2016. Trader Marco Polo
described Hangzhou in the late 13th century as a city “greater than any in
the world”.

• Strong global GDP and earnings growth (MSCI World 2017 and 2018
consensus earnings estimates raised to 8% and 11% respectively)
solid Chinese GDP growth and upgrades to GDP forecasts in Europe
and Japan notable
• Rising bond yields on the back of rising US$ interest rates 10 year
treasury yields nudging 2.9% in February before falling back to 2.7%
in March
• Buoyant corporate activity, with M&A topping US$1trn in the quarter
and high-profile deals such as US healthcare insurance group CIGNA
merging with EXPRESS SCRIPTS, German utility giant EON looking
to buy competitor INNOGY and US media conglomerate COMCAST
making a bid for UK listed SKY
Overall MSCI World equity index fell 1.1% in Q1 while the Barclays
Global Bond index rose 1%.
Outlook
The outlook for global GDP is for a strengthening in economic activ‑
ity with IMF forecasts being nudged up towards 3.7% for 2018, while
reported inflation continues to be lower than expected, average OECD
inflation running at 2% forecast in 2018. With global profits seen rising
by 8% in 2017 and a further 11% in 2018 the economic backdrop for
financial assets is broadly supportive against a background of ZIRP (zero
interest rate policy).   However, with the profits cycle mature, US return
on sales (9%) high versus history and cyclically adjusted valuation ratios
extended, as US short term interest rates continue to normalise towards
1.5%, we favour a diversified portfolio approach.
Performance Review and Activity
The portfolio returned -4.11% in the quarter net of fees (-5.45% GBP).
This compares to a Lipper European Mixed Asset benchmark of -3.87%
(-5.07% GBP). Over 12 months the portfolio has returned -0.4%) com‑
pared to a Lipper peer group benchmark of -0.1% (1.52% vs 2.39%
GBP).
Please see below Q1 top five contributors and detractors.
We follow a broadly diversified strategy with a focus on quality income
in developed markets and an overweight stance towards emerging mar‑
kets. Hence our core holdings are in the funds we favour of developed
market equity income (iShares Euro Dividend ETF, iShares UK Dividend
ETF), emerging market income (Aberdeen Asian Income) and emerging
equity growth (iShares China A50 shares). We are overweight selectively
commodities and, in particular, we favour energy currently with a signifi‑
cant weighting in the iShare Stoxx Europe Oil & Gas ETF.

ZZHG itself is a successful diversified conglomerate with US$2.5bn
of annual revenues and a AA credit rating awarded it by Asian ratings
agency Dagong. It is active across a range of industries and established
in Zhejiang province since 1984 and a leader in several industries in
technology through building materials to media and now a growing
presence in asset management.
The province of Zhejiang and the bordering municipality of Shanghai
comprise 80m people with a GDP per capita of US$15,000 and thread‑
ing between Hangzhou and Shanghai on an express train in aircondi‑
tioned comfort takes an hour and costs RMB100 (or less than $20).
China itself continues to exhibit signs of strong growth across the board
and better still is managing the transition from a primarily manufac‑
turing led economy to services led one much better than anyone had
anticipated. Growth in retail sales of 10% yoy to Feb 2018 and wage
growth of 9% yoy while PMI of 53% down from 60% or so a year ago is
testament to this successful rebalancing.
Investment themes current in China range from working to improve air
purity to the electrification of transport through to further urbanisation
in tier 3 and tier 4 cities. The market itself is on around 15x earnings,
a big discount to the overhyped US stock market but only in line with
global market averages. We remain quite positive on Chinese asset
markets but in particular, corporate income and domestic equity which
is potentially undervalued.
In portfolios we continue to be very positive on both Chinese debt
and equity with an underlying 15% in the model. For example, trading
house TEWOO (investment grade BBB rating) raised circa $500m last
month at 5.8% and this is attractive to us when investment grade in the
States and UK/Europe is trading at close to 2%.
Stephen Watson

12 April 2018

PERFORMANCE CONTIBUTION (EUROPEAN)
Top Contributors

%

Top Detractors

%

Avesoro Resources Inc

24.83

Redx Pharma	-80.24

Global Mena Financial Assets

18.35

European Cobalt	-55.94

Central Asia Metals

5.81

Cradle Arc PLC	-39.45

Resolute Mining NPV

4.91

Global X Uranium ETF	-22.06

Duke Royalty Limitd

4.10

Margaux Resources	-16.53

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 31.03.18. Source: South River Asset Management Ltd, unless otherwise stated.
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SHARE CLASS INFORMATION

PORTFOLIO BREAKDOWN

Codes

Top 10 Holdings

31 MARCH 2018

%

ISIN

EUR
GBP

GG00B87MT413
GG00B7MFWC72

iShares Euro Dividend ETF

8.5

Global MENA Financial Assets

8.3

SEDOL

EUR
GBP

B87MT41
B7MFWC7

iShares STOXX Europe 600 Oil & Gas ETF

5.9

Aberdeen Asian Income Fund

5.8

iShares UK Dividend ETF

5.6

Polar Emerging Markets Income Fund

5.0

Invesco Perpetual Asian Equity Income Fund

3.5

Pareturn Barwon Listed Private Equity Fund

3.4

Blackstone/GSO Loan Financing Fund

3.2

Lyxor Stoxx Europe Select Dividend 30 ETF

3.1

Fees
Initial charge

5.25%

Annual charge

1.50%

Minimum Investment
€1,000/£1,000

CONTACTS

Total

Top 5 Equity Allocation

52.3

12.7

South River (Guernsey) Ltd
PO Box 242 St. Peter Port, Guernsey,
Channel Islands GY1 3PH

Euro Equity Income

11.6

Asian Equity Income

9.4

Investor Services & Dealing
+44 (0)1481 752929

UK Equity Income

5.6

Global Emerging Market Equity

5.0

investorservices@southriveram.com

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

Fixed Income Allocation

n
n
n
n
n
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%

Equities

55.0

Alternatives

11.7

Bonds

8.6

Commodities

7.7

Property

4.3

Cash

12.7

%

Global Mining

Investment Manager

Asset Allocation

%

Senior Loans

3.2

Trading - Leverage/Inverse Fixed Income

2.2

Global Emerging Market Bond

1.9

Distressed Debt

1.3

@southriver
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: Regency Court, Glategny Esplanade, St Peter Port, Guernsey, GY1 1WW. 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 31.03.18. Source: South River Asset Management Ltd, unless otherwise stated.

