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FUND FACTS

INVESTMENT OBJECTIVE

Share Price

GBP 14.69
EUR 10.07
USD 9.51

Fund Size

$22.15m

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.

Dec 16

Dec 17

Dec 18

Cumulative Performance %
1m

3m

6m

1y
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GBP Class

‑2.98

‑7.71

‑8.32

‑9.01

28.53

24.56

Lipper Sector

‑2.49

‑3.88

‑1.66

‑1.13

24.60

36.65

Discrete Performance %
2014

2015

2016

2017

2018

GBP Class

0.15

‑3.23

24.88

13.11

‑9.01

Lipper Sector

7.51

2.02

22.05

3.25

‑1.13

12 Months to 31 December
Amanda van Dyke

Dec 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 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.

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
* 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%.
* 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) 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.
Nevertheless with valuations attractive following the equity sell-off
(MSCI World 12x) and further strong corporate takeover activity with
2019 has already started off strongly with a further rash of deals
announced in pharmaceuticals (Bristol Myers Squib buying Celgene)
tech (Fiserv proposing a merger with First Data) and mining (Newmont
bidding for Goldcorp), we believe there is upside for financial assets in
2019 and we are reasonably constructive with regard to returns. High
dividend yields in several markets (eg 4.7% in the UK) will also attract
equity buyers in our view.
Performance Review and Positioning
The Fund fell 7.7% in the period under review. (GBP). This compares
with a peer group median (Lipper mixed asset) of 3.53%. Over 12
months the fund has fallen 9% versus a peer group median fall of 1%.
Over three years the Fund has risen 28.5% versus a peer group median
rise of 24.5%.
We started the quarter with 10% liquidity but invested progressively

through the quarter as markets corrected 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 the Threadneedle High Yield
Fund.
We also took advantage of the equity sell-off to add to single securi‑
ties-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 commodities and alternatives such as private
equity and infrastructure type investments that we believe will best pro‑
tect investors in the volatile type of market environment we are facing.
Theme - How South River sees the world in 2019
• 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.
• 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 in their economies, namely
stretched fiscal positions, embedded entitlement spending plans,
inadequate infrastructure 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.
• US equities de-rating has further to go but pockets of value emerg‑
ing We think the US equity market is at the start of a long period of
below average returns and we are underweight in this market versus
other asset classes. America needs to address its budget and trade
imbalances and while it is uniquely positioned to do that the US
dollar being the de facto global reserve currency the market is less
attractive than more.
• Europe and Asia are cheap Germany and China on the other hands
are much more export dependent economies. We predict at least
China will find a way to do a fairer trade deal sometime before the
close of 2019 they are pragmatists with a centrally controlled econo‑
my after all. How long it takes Europe to respond is a different matter
given their historically long bureaucratic trade negotiation history
and their present preoccupation with Brexit, Italy and immigration
but the markets are cheaply valued on an historical basis.

QUARTERLY PERFORMANCE CONTRIBUTION
Top Contributors

%

Top Detractors

%

Centamin Plc

0.08

Tiburon-Taiko Fund B USD	-1.31

Kropz Plc

0.05

Pareturn Barwon LST-U USD	-0.82

TC South River Gold and Precious Metals Fund - B

0.01

IShares FTSE A50 China Index	-0.67

Ishares USD Short Dur USD D

0.01

Ishares UK Dividend UCITS ETF	-0.58

Galloway Emerging Markets High Yield Bond Fund Class B (USD)

0.00

Kier Group Plc	-0.53

Highland Gold Mining Ltd

0.00

Ishares Euro Dividend ETF	-0.40

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 10 Holdings

ISIN

SEDOL

GBP
EUR
USD

GG00B8HFN594
GG00B7W07160
GG00B7T9KR35

GBP
EUR
USD

B8HFN59
B7W0716
B7T9KR3

Fees

31 DECEMBER 2018

%

Aberdeen Asian Income Fund

5.8

Tiburon-Taiko Fund

5.5

iShares FTSE A50 China Index ETF

4.9

Pareturn Barwon Listed Private Equity Fund

4.7

Global MENA Financial Assets

4.6

Polar Emerging Markets Income Fund

4.4

iShares Euro Dividend ETF

4.3

Initial charge

5.25%

iShares UK Dividend ETF

4.2

Annual charge

1.50%

Invesco Perpetual Asian Equity Income Fund

4.2

iShares STOXX Europe 600 Oil & Gas ETF

4.0

Minimum Investment

Total

46.6

Asset Allocation

n
n
n
n
n
n

%

Equities

58.2

Bonds

17.6

Alternatives

9.1

Property

6.2

Commodities

6.0

Cash

3.0

£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

%

Asian Equity Income

10.0

Euro Equity Income

8.3

Global Mining

8.1

Japanese Equity Income

6.9

UK Equity Income

5.4

Fixed Income Allocation

%

Senior Loans

4.3

Global Emerging Market Bond

3.1

Convertibles

2.3

Government

2.2

Trading - Leverage/Inverse Fixed Income

2.1

Global Emerging Market Debt

1.2

Fixed Income

1.1

@southriver

Distressed Debt

0.9

info@southriveram.com

Trading - Leveraged/Inverse Equity

0.4

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.

