FUND FACT SHEET

South River Cautious Multi-Asset Fund EUR
31 MARCH 2020

FUND FACTS
Share Price

EUR 12.39

Fund Size

€7.50m

Launch Date

23 September 2013

Lipper Sector

Money Market EUR

Domicile

Guernsey

Base Currency

EUR

Dealing

Daily

INVESTMENT OBJECTIVE

The Fund aims to provide liquidity and principal preservation, with an
emphasis on seeking returns that are superior to those of traditional
money market offerings.

INVESTMENT APPROACH

The Fund will normally invest in a portfolio of funds, in the main money
market and cash plus funds, any of which may account for up to 100% of
the portfolio. Bond funds with an average duration of less than three years
may also be included as well as other investments , of which the latter can
comprise up to 25% of portfolio.

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

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 and 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.
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Discrete Performance %
Richard Stevens

Fixed income fund manager
with a track record of over
30 years of institutional fixed
income management at major
houses like Legal and General, Old Mutual
Asset Management and Threadneedle
Investments.

12 Months to 31 March

2016

2017

2018

2019

2020

EUR Class

‑0.67

1.40

‑1.32

2.35

‑2.41

Lipper Sector

‑0.19

0.02

‑0.38

‑0.40

‑0.92

Source: Lipper, EUR, 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 EUR Class, to
31.03.20. Copyright 2020 © 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.

Please note that as at 08 August 2016 a new “S” class was created as a result of the board deciding to declare
the funds the Company held in Providence Investment Funds PCC Limited (“Providence”) as illiquid Investments
in accordance with article 49 of the Company’s articles of incorporation. Accordingly, the figures shown repre‑
sent the underlying “Participating” shares. The S Shares are not redeemable at the S Shareholder’s option but
will be redeemed and replaced by Participating Shares as and when the directors decide that the investments
in the S Share Portfolio become liquid. The directors subsequently wrote the value of the Providence invest‑
ment held in the S Shares down to zero when it became apparent that early realisation was unlikely.

www.southriveram.com
info@southriveram.com

All data as at 31.03.20. Source: South River Asset Management Ltd, unless otherwise stated.
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FUND MANAGER QUARTERLY COMMENTARY
31 March 2020
Market Review
• After a strong finish for risk assets in Q4 2019, 2020 began on a very
different note. A major global health scare caused by the outbreak
of the coronavirus and the disease it causes, Covid-19, delivered
a shock to the global economy and caused a major sell-off in risk
assets.

Medium term, there will be opportunities in several industries that will
benefit from some of the changes being wrought by the current health
induced downturn, while several established businesses will be able to
adapt and those with solid asset backing and resilient business models
do well.
Performance review and positioning

• Against a background of the rapid spread of the disease, the World
Health Organisation (WHO) labelled it a pandemic on 10 March. The
period between 10 March and 24 March saw one of the worst bear
markets in history, investors seeking refuge in US dollars, gold and
safe havens such as the Swiss franc and Japanese yen.

The fund fell by 3.1% in the period compared with a peer group median
(Lipper Global Money Market) of minus 0.8%. Over 12 months the fund
declined by 2.4% versus a drop of 0.9% for the peer group. Over three
years the fund has declined 1.4% versus a peer group median of minus
1.7%.

• In equities, the decreased risk appetite led to a move into defensive
style stocks and away from more economically sensitive type stocks,
such as information technology, consumer discretionary and mate‑
rials. The MSCI World Index fell sharply, down 35% at one point in
mid-March, before rallying towards the end of the month to partially
recoup some losses.

Having started January with a cautiously positioned portfolio, with
approx. 84% of the fund in short-term investments such as Treasury bills
and short-duration investments of less than one year, we took advantage
of the sell-off in risk assets to lengthen durations and add selectively to
risk during March.

• In commodities, energy prices saw a significant fall led by Brent
Crude oil which slumped from US$50 a barrel to close to US$20 as
the shock to the global economy caused demand to drop from 100
million barrels per day to 90 million barrels in a matter of weeks.
Further central bank buying, coupled with the ongoing belief that
interest rates would stay lower for longer supported precious metals,
however, with the price of gold closing the quarter up 5% at US$1650
an ounce.
• The return to a ‘risk-off’ environment resulted in bond returns varying
markedly. Sovereign bonds saw prices rise strongly with yields falling
to all-time lows (yields move inversely to prices). By contrast, rates
on short-term bills and notes in many developed countries turned
negative, even extending to those with 5-year maturities. In general,
the perceived safety of government bonds meant returns proved
generally positive over the period. ‘Riskier’ corporate debt, however,
which encompasses high-yield investments, fared poorly.
The J.P. Morgan Global Bond Index recorded a positive return of 3.1%
(US$).
Outlook
We are fundamentally rather cautious and believe the short-term out‑
look for financial assets faces several headwinds. The Covid-19 outbreak
has served as a catalyst for a broad-based sell-off in risk assets and the
economic backdrop is likely to remain volatile for some time.
As we stated in our January 2020 outlook, even before the coronavirus
struck we were circumspect over the outlook for financial assets for
2020, writing that we were “decidedly cautious on the outlook for 2020,
believing that much of the good news is already priced into financial
markets.
“Roadblocks lie ahead. At the time of writing, China is on high alert over
the spread of the highly contagious coronavirus. Economically, we are
over ten years into an uncomfortably long economic cycle. “

We bought holdings in high-yield loans via a purchase of Neuberger
Berman Floating Rate Income Fund and Starwood European Real Estate
Finance Ltd and increased exposure to oil into the sell-off in the oil
market. While volatility is likely to remain elevated for some time, we will
look to add to opportunities in longer duration bonds and credit instru‑
ments as and when they arise.
Theme: What are the implications of the coronavirus on asset values?
While the short-term impact is negative for many industries and sectors,
longer term implications will vary from sector to sector and by indus‑
try. The travel & leisure industry has been, and is likely to be, severely
impacted by the outbreak as indicated by the plunge in share prices of
tour operator, TUI, and Carnival Cruises. Likewise, for airlines, hotels, res‑
taurants and any people-facing businesses, changes are likely to be long
lasting and profound. By contrast, share prices of online offerings (most
notably Amazon and Netflix) are benefiting from increased demand.
More broadly, the big question is: what type of business models are
likely to adapt best to this new normal and how should they be valued?
Overall, the US stock market, at the time of writing, is not obviously
undervalued. According to the consensus, S&P 500 index earnings
estimates have fallen from $185 per share at the start of 2020, to $115
currently, a near 40% decline. Even with a strong earnings’ rebound in
2021, the stock market will be hard pressed to recover from these levels.
To reiterate, we remain of the view that a diversified approach is the best
one, with a focus on capital preservation and a spread of blue-chip qual‑
ity investments. High-yield bonds and loans to blue-chip companies, for
example quality large cap companies, with strong business models and
adequate dividend cover are favoured.
In summary, we have been careful to avoid the ‘big losers’. More specif‑
ically, we have little or no exposure in the portfolios to airlines, cruise
operators, shipping companies of all types and oil majors. As we learn to
live with the pandemic, we will look to identify winners that, we believe,
will not only weather the current storm but thrive in its aftermath.

The shock delivered to the global economy in 2020 is similar, if not
worse, to the great shocks of the past; 2008, 1998, 1987,1974 and even
1933. We wonder if investors have yet to fully factor this in.

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

PORTFOLIO BREAKDOWN

Codes

Top Holdings

31 MARCH 2020

%

ISIN

EUR

GG00B4R8LC33

Fidelity Insitutional Liquidity Euro Fund

26.2

SEDOL

EUR

B4R8LC3

Invesco Euro Ultra-Short Term Debt Fd-Z Acc

23.3

Allianz Treasury Short Term Plus

23.2

Artemis Short-Dated Global High Yield Bond

3.4

Initial charge

5.25%

UBS JPM USD EM Diversified Bond 1‑5 ETF

3.1

Annual charge

0.50%

Amundi Funds - CPR Global Gold Mines 	

2.6

NB Global Floating Rate Income Fund

1.7

iShares JPM EM Local Govt. Bond ETF

1.5

iShares STOXX Europe 600 Oil & Gas ETF

1.5

Federated Sterling Cash Plus Fund

1.5

Fees

Minimum Investment
€1,000

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
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Ultra-Short Term Fixed Income

46.5

Money Market Funds

27.7

Global Emerging Market Bond

4.6

Global Mining

3.6

Short Term Bond Funds

3.4

Senior Loans

1.8

Energy

1.5

Property

1.2

UK Equity Income

1.0

Cash

8.6

1 King Street, London EC2V 8AU
www.southriveram.com
@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: 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 31.03.20. Source: South River Asset Management Ltd, unless otherwise stated.

