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FUND FACTS

INVESTMENT OBJECTIVE

Share Price

GBP 15.34
EUR 10.97
USD 10.15

Fund Size

$22.86m

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
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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.
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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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GBP Class

0.56

4.38

‑3.67

0.71

33.79

27.45

Lipper Sector

2.84

4.10

0.04

7.66

26.00

41.99

Discrete Performance %
12 Months to 31 March

Amanda van Dyke
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GBP Class
Lipper Sector

2015

2016

2017

2018

2019

2.13

‑6.72

29.09

2.91

0.71

13.99

‑1.15

22.07

‑4.12

7.66

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 31.03.19. Copyright 2019 © 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.
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All data as at 31.03.19. Source: South River Asset Management Ltd, unless otherwise stated.
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FUND MANAGER QUARTERLY COMMENTARY
31 March 2019
Market Review
• 2019 has seen a strong start to the year to global financial markets
with equity markets supported by resilient earnings and bond mar‑
kets by subdued inflation and supportive central banks
• A revival in trade talks between America and China, hopes for im‑
proved growth prospects in Europe and a move by US Fed Chairman
Jay Powell to guide the US Federal Reserve’s rate guidance towards
a more accommodative stance were the principal drivers behind the
rally in both key asset classes
• M&A has been supportive with major deals in M&A in Q1 in banking,
the US$28bn BB&T and Suntrust deal (source Reuters) healthcare,
Bristol Myers’ US$74bn bid for Celgene, (source Pharmaforum) and
technology (Fidelity National Information Services’s US$34bn bid
for WorldPay (source NYTimes) while in banking, market rumours
last week that Unicredit is preparing to gate crash Deutsche Bank’s
planned merger with Commerzbank with a bid for the latter were
seen as having a reasonable degree of credibility. As well, IPO activity
has picked up, iconic jeans maker Levi Strauss listing in March, on-line
dealing platform Tradeweb and ride sharing app group Lyft all came
to the market in Q1 while hotly anticipated floats Uber and Pinterest
are waiting in the wings
For the quarter MSCI World recorded a positive return of 12.7% (USD)
while the JPMorgan Global bond index recorded a positive 1.8% (USD)
return.
Outlook
We wrote at the half way stage in 2018 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 duly occurred in Q4 with a violent sell-off extend‑
ing to 20% in the case of the tech heavy NASDAQ index in the US.
The correction led to asset markets that became technically oversold at
year end 2018 and with valuations attractive following the sell-off (MSCI
World 12.5x) and further strong corporate takeover activity, stock mar‑
kets have rebounded strongly.
They have been further helped by the sharp drop in bond yields that
make financial assets relatively attractive. This has been especially the
case in Europe and Japan where 10-year interest rates have dropped
below zero.
While both bond and equity markets have enjoyed a strong rally so far
this year, we continue to favour emerging market bonds and equity,
high yield bonds, and blue chip developed market equities with sustain‑
able dividend yields.
Performance Review and Positioning
The Fund rose 4.4% in the period.(GBP) This compares with a peer
group median (Lipper global) of 4.1%. Over three years the Fund has
risen 33.8% versus a peer group median of 26.0%.

We became more positive during Q4 2019 as markets corrected and
progressively added to risk assets into three key areas-energy, gold and
high yield via purchases of the iShare oil fund, the TC South River gold
and precious metals fund and Threadneedle Global High Yield Fund.
We had also taken advantage of the equity sell-off to add to single secu‑
rities-Daimler in autos and Centamin and Highland Gold in gold mining.
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 infrastruc‑
ture investments that we believe will best protect investors in the current
volatile market environment.
Theme-the strength in global asset markets-can bonds and equities
both be right?
The first quarter has experienced an unusually strong combination in
global financial markets of rising bonds (falling bond yields) and rising
stock markets around the world.
By some measures stock markets have had their best start to any year
since 1991 as the S&P500 climbed 14% in Q1, while long term interest
rates as measured by the US 10-year benchmark bond yield have fallen
dramatically from 3.2% as recently as November 2018 to 2.5% by end
March 2019.
Whatever the reasons for this it has led to a short-term global boom in fi‑
nancial assets with global stock markets approaching all-time highs and
bond yields close to all-time lows, with German and Japanese 10 year
yields below zero (source Reuters) and global property indices buoyant.
This is a far cry from the outcome predicted by the doom mongers in
2018 who were forecasting a US China trade war, US recession and a
possible disorderly exit of the UK from the European Union.

But is this Goldilocks scenario sustainable or even realistic?
After all the global economy has some major issues to confront- most
prominent among them the overhang of bad loans in the banking sector
from the rolling financial crises of 2008 to 2012 means global debt has
become uncomfortably high at three times GDP, (source Bloomberg)
global political risk remains elevated despite signs of compromise be‑
tween America and China and corporate earnings growth has slowed,
US 2019 earnings growth forecast at 6%, in with nominal GDP growth.
(source Goldman Sachs)
However, ranged against these are several important counterbalancing
and more positive elements, such as the growth in consumption among
the middle classes in Asia, investment in new technologies such as those
to help accelerate the electrification of transport or to further improve
productivity in the growing of food, new biotechnology based solutions
for improving treatments for diseases ranging from cancer to malaria
to depression and the use of smart technology to help cope with the
increasing trend to urbanisation.

QUARTERLY PERFORMANCE CONTRIBUTION
Top Contributors

%

Top Detractors

%

Ishares FTSE A50 China Index

1.328

Kropz Plc

‑0.434

Aberdeen Asian Income Fund

0.621

Centamin Plc

‑0.204

European Cobalt Limited

‑0.149

Boost Gilts 10Y 3X Short Daily ETP

‑0.102

Kier Group Plc

‑0.062

Pareturn Barwon LST-U USD

0.53

Tiburon-Taiko Fund B USD

0.432

IShare STOXX Europe 600 Oil & Gas UCITS ETF(DE)

0.43

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 31.03.19. Source: South River Asset Management Ltd, unless otherwise stated.

