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FUND FACTS
Share Price

EUR 12.27

Fund Size

€7.66m

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.

PERFORMANCE ANALYSIS
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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.
Richard Lockwood

Highly experienced fund
manager who has held senior
fund management positions
at City Merchants High Yield
Trust plc, City Natural Resources High Yield
Trust plc and New City Management until
its merger into CQS in 2007. Consultant to
South River Asset Management Ltd.

12 Months to 31 December

2014
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EUR Class

‑0.02

0.25

0.48

0.30

‑2.24

0.28

‑0.15

0.07

‑0.32

‑0.57

Lipper Sector

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
31.12.18. 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.

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 31.12.18. Source: South River Asset Management Ltd, unless otherwise stated.
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FUND MANAGER QUARTERLY COMMENTARY
31 December 2018
Market Review

Theme-how South River sees the world of fixed income in 2019

* Global financial markets were buffeted in Q4 2018 by rising US$ short
term rates which led to a sell-off in risk assets. The world economy has
become unbalanced, strength in the US offset by weaker growth in
Asia. Evidence of robust US growth (Q3 GDP reported at 3.5%) led to a
further rise in short rates to 2.5% and a flattening yield curve. This led to
a sell-off in stock markets and corporate credit while government bonds
rallied, 10-year US treasury yields closing 2018 at 2.75%.

• Monetary tightening extended We believe 2019 will see the gradual
trends in monetary tightening of 2018 being extended. This, we
believe, will take two forms: increases in short-term interest rates and
a reduction in size of central bank balance sheets.

* 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 global corporate earnings
growth led by the US is forecast to slow in 2019 to single digits. US
corporate earnings in particular are vulnerable to a slowdown in 2019
having grown at up to 20% in 2018.
* Merger and acquisition activity has been a crutch to asset markets in
2018 with the year seeing US$4.2trn of deals, mega deals in media (Dis‑
ney buying 21st Century Fox and Comcast buying Sky) and chemicals
(Bayer buying Monsanto) among the most prominent.
For the quarter MSCI World recorded a negative return of -13% while
the JPM bond index by contrast recorded a positive 3.1% return as
investors flocked to the safety of government bonds.
Outlook
We wrote last quarter that while we were constructive on the global
economy which is seeing a reasonable period of GDP growth with
low inflation, “this positive outlook for the global economy has led to
asset prices becoming more fully priced and at risk of correction.” This
correction occurred in Q4 with a violent sell-off extending to 20% in the
case of the tech heavy NASDAQ index in the US.
A combination of a flattening yield curve (two-year ten year spread in
the US at 30bps) rising protectionist fears and GDP growth that is be‑
coming increasingly less synchronised will likely make for a challenging
2019 for financial markets.
While European Central banks continue to be more cautious about nor‑
malising interest rates, Asian central banks offer positive returns (outside
of Japan) and emerging markets the same.
With US Dollar rates on the rise and a global economic recovery well es‑
tablished now, we believe cash and near cash investments have a place
in any diversified portfolio.
We also believe that selectively investment in BBB investment grade
credit offers good value and somewhat higher yield than available on
deposits.

• Cyclical inflation pressures surfacing Cyclical inflation pressures
are surfacing in some economies e.g. the US and UK, while other
economic regions are still at the “normalisation “ stage e.g. Europe.
US corporate bond markets are facing up to the risks associated with
a mature economic cycle and a non-financial business sector that has
aggressively increased leverage through enormous share buybacks
and mergers and acquisitions.
• Growth headwinds in the west Developed economies are contend‑
ing with huge structural forces which are working against their ability
to produce meaningful real growth rates, namely stretched fiscal
positions, embedded entitlement spending plans, inadequate infra‑
structure spend and poor productivity trends.
• We believe these powerful forces will have a big impact on both
relative and absolute bond and currency performance. Emerging
market economies do, of course, have idiosyncratic problems but,
as a group, offer much more potential for growth and return going
forwards, in our view.
• We believe high yield as an asset class is becoming attractive Hav‑
ing sold off aggressively during the second half of 2018, this asset
class is becoming attractive, in our view, yielding circa 7%. Short-dat‑
ed global high yield (under three years) can be bought with yields of
5% or more. In addition, we believe corporate loans are good value.
A broad cross section of aggregated loans to blue chip issuers can
be purchased at discounts to par, with coupons of close to 10%.
• We believe emerging market (EM) debt too is outstanding value,
both in absolute and relative terms, with EM sovereign credit yielding
widely 6% and 7%. EM corporate debt and loans yielding even more
than this. Consequently, we rate these asset classes a BUY.
• In the US, short-dated (out to five years) Treasuries, TIPs and investment grade bonds are worth owning as cash alternatives. Further
Fed tightening should be limited, and current yield levels offer some
protection.
• We avoid Gilts and European government bonds. A “no deal “ Brexit
would provide a great selling opportunity for Gilts given some of the
other political risks lurking in the background and the other possible
outcomes should see a return to confidence and some tightening in
rates by the Bank of England.

Performance and Portfolio Positioning
The Fund returned -0.5% in the period under review. This compared to a
peer group median (Lipper offshore) of -0.1%. Over 12 months the fund
returned -0.6% versus a peer group median of -0.5%.
During the quarter we made a number of amendments to the fund to
better reflect our asset allocation policy. This was primarily designed to
lengthen duration and increase exposure to the following asset classes.
In particular we added a position in the Threadneedle High Yield fund,
which is a fund investing in short to medium term high yield corporate
bonds. This fund has a strong track record and a yield of 4.8%.

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

PORTFOLIO BREAKDOWN

Codes

Top Holdings
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%

ISIN

EUR

GG00B4R8LC33

Federated Euro Kurzlaufer Fund

60.5

SEDOL

EUR

B4R8LC3

Kames Short Dated HY Bond

10.8

iShares STOXX Europe 600 Utilities

9.1

iShares J.P. Morgan EM Local Govt Bond ETF

4.0

Initial charge

5.25%

NB Global Floating Rate Income Fund

3.2

Annual charge

0.50%

iShares European Property Yield ETF

2.5

iShares U.S. Preferred Stock ETF

2.1

iShares STOXX Europe 600 Oil & Gas ETF

2.0

Federated Sterling Cash Plus Fund

1.5

Blackstone/GSO Loan Financing Fund

1.0

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

Asset Allocation
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%

Ultra-short Fixed Income

62.0

Fixed Income

14.8

Euro Equity Income

9.1

Senior Loans

4.2

Property

3.9

Prefered Stock Fund

2.1

Commodities

2.0

Cash

1.7

Investment Adviser
South River Asset Management Ltd
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 31.12.18. Source: South River Asset Management Ltd, unless otherwise stated.

