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WELCOME

We are hosting several events in the next couple 
of months, including the first part of our  
Trustee Training, our regular update lunch on the 
Charity Multi-Asset Fund and our annual Charity 
Lecture at the British Museum. Details of these 
are on the back page of this newsletter, but I 
am particularly looking forward to hearing from 
David Swensen on his approach to investments, 
developed as CIO of the Yale Endowment over 
the past 30 years. I am sure there will be an  
article in next quarter’s newsletter, for those 
unable to make his talk.

Cazenove Charities is also sponsoring a new 
piece of research from the Association of  
Charitable Foundations (ACF) on  

Responsible Investment, which will be launched 
on Tuesday 3rd June. This can be a very  
personal subject, but I am sure that Richard 
Jenkins (Policy Advisor at ACF) and my  
colleague Kate Rogers will have come up with 
an insightful and helpful framework for all charity, 
trustees, staff and advisers to think about these  
complex issues.   

I look forward to seeing as many of you as  
possible at these events.

Giles Neville,  
Head of Charities

April 2015

QUARTERLYNEWS

In this edition

Giles provides a reminder of our 

upcoming events in May and June,  

including our Charity Lecture.

Latest market views including  

our asset class preferences.

Kate Rogers discusses the benefits 

of the new Charity Authorised 

Investment Fund structure.

We celebrate exam successes and 

Edward Harley’s recent installment 

as High Sherriff of Herefordshire.
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since last quarter

 –  Equity markets continued their upward 
trajectory, with the UK and US touching 
historic highs.

 –  Market leadership changed, with European 
and Japanese equity markets delivering 
double digit returns over the quarter,  
outperforming the US market which had 
been the standout performer over 2014.

 –  The Swiss National Bank surprised markets 
by cutting its peg to the euro, prompting a 
dramatic rise in the Swiss Franc’s value.

 –  In Greece, anti-austerity party Syriza 
formed the new government, promising  
decisive action against the country’s  
foreign creditors.

 –  The European Central Bank initiated  
sovereign bond purchases totalling circa 
€60bn a month, pencilling in a September 
2016 end date.

 –  US Treasury, UK Gilt and German bund 
yields all fell over the quarter as  
expectations for rate rises in the UK and 
US were delayed and European  
quantitative easing pushed up European 
bond prices.

Divergence continues

Divergence of economic fortunes across the globe 
continues. The US and UK economies, having  
expanded, are now contemplating the prospect of 
interest rate rises. Conversely Europe and Japan  
continue with loosening monetary policy and  
quantitative easing. 

Developed economies benefit from lower oil 
prices

Lower oil prices are positive for household spending. 
This, combined with a strong US dollar, has biased 
global growth towards the developed markets. In the 
Eurozone, lower energy prices, a depreciating euro, 
stronger banks and quantitative easing should all help 
lift economic growth this year and next. 

Election uncertainty

The general election in May is set to be one of the most 
unpredictable elections in the UK’s history, as smaller 
parties capitalise on voters’ disenchantment with the 
mainstream parties. This adds uncertainty and there is 
limited prospect for positive market surprise, what 
ever the result.  

The most likely outcome, a coalition or minority  
government would find it difficult to agree on economic 
and budget policies, prolonging the uncertainty and 
delaying austerity plans.

Market implications

Global equities have continued to generate positive 
returns as inflation remains low and expected interest 
rate rises in the US and UK are delayed. Both European 
and Japanese markets have performed well this year, 
benefitting from the tailwinds of a weak currency and 
loose monetary policy. UK equity markets are touching 
20 year highs, although valuations remain reasonable. 

Government bond yields across most developed 
economies continue to trend lower and we remain 
convinced that bonds are expensive. Any normalisation 
in yields could cause significant capital losses, and we 
believe that risks are skewed to the downside. As such, 
we continue to favour equities over bonds. For  
diversification, where appropriate, we retain our  
preference for property given the attractive income 
characteristics and absolute return strategies which  
potentially offer some protection in the event of  
increased equity market volatility.
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ECONOMIC OVERVIEW 

Source: Schroders, March 2015

UK and Europe
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Kate Rogers looks at the story behind the Budget  
announcement of a new Charity Authorised Investment 
Fund structure.

A year ago I wrote to the Treasury on behalf of the Charity  
Investors’ Group lamenting the lack of action on the regulation 
of Common Investment Funds (CIFs). 

This letter was prompted by updated Charity Commission 
guidance on the regulation of these funds in which it became 
clear that, despite a consistent message from respondents to an 
earlier consultation, the opportunity to enhance the regulatory 
oversight of these funds had not been grasped.

I have long believed in the importance of charity-specific  
investment funds, reflecting the particular investment  
characteristics of charity investors, managed by specialists and 
benefiting from preferential fees. However, in my opinion, there 
are three main problems with the current CIF structure.

Problems with CIFs

The first is their financial regulation. There have been substantial 
changes in the investment landscape since the Charity  
Commission’s power to make schemes to establish CIFs was 
first introduced by section 22 of the Charities Act 1960. 

Because of their structure, CIFs fall outside the regulated 
investment universe policed by the Financial Conduct Authority 
(FCA). In my view charity investors, the majority of whom are 
not professional investors, should be protected by the rules and 
oversight of the FCA.

The second is the anomaly of VAT on investment management 
fees. CIFs are subject to VAT on these fees, and charity  
investors in these vehicles are paying an estimated tax bill of 
around £13m per year. By contrast, funds authorised by the FCA 
are exempt from VAT, meaning that CIFs are at a  
disadvantage to other investment vehicles, and that charity 
investors in these funds are being penalised. 

My third concern with the current CIF structure is the Charity 
Commission’s reticence to establish any new funds, saying that 
it “anticipates the occasions when it will be prepared to create a 
new CIF will be limited”. 

This is understandable as the Charity Commission is not a  
financial regulator and needs to focus reduced resources on its 
key regulatory functions. However, a lack of new specialist  
investment options does not promote choice and innovation and 
is not in the interests of charity investors. 

So it was clear to me that a new structure needed to be  
created – something which combined the benefits of charitable 
status and the regulatory protection and oversight of the FCA. 
Fast-forward to 18th march 2015, and I am delighted that the 
Budget included an announcement on the development of a 
new Charity Authorised Investment Fund (CAIF) structure. 

 
This announcement followed 12 months of discussion with the 
Treasury, the Charity Commission and the FCA, greatly helped by 
the Charity Law Association and the Investment Association. 

How CAIFs will work

The CAIF structure will be available exclusively to funds  
established for charitable purposes, enabling participating  
charities to carry out their purposes more efficiently. Each fund 
will be registered as a charity, and regulated as such by the 
Charity Commission. As authorised funds, the financial  
regulation will be carried out by the FCA, offering protection for 
the investing charities, the majority of whom would be classified 
as retail investors.

It is intended that CAIFs will replicate the main benefits of the 
existing Common Investment Fund structure - including the 
tax benefits of being a registered charity, the ability to smooth 
income to aid cashflow budgeting for investing charities, and the 
ability to have an independent advisory committee to represent 
charity unit holders. 

Existing CIFs, of which there are 45 commercially available with 
total assets of £13.2bn and with 13,000 charity investors, may 
choose to convert to the new structure in order to benefit from 
both an improvement in regulatory oversight and an exemption 
from VAT on investment management fees. 

There is still work to be completed and technical details of the 
new Charity Authorised Investment Fund to be finalised. In the 
meantime, I would like to thank all those who have helped us get 
to this stage. I firmly believe this is a positive development for 
the sector and for the effective management of charity assets. 

Kate Rogers is chair of the Charity Investors’ Group and Head of 
Policy at Cazenove Charities

This article was first published in the April 2015 edition of  
Charity Finance and is reproduced with permission of the  
publishers, Civil Society Media Ltd www.civilsociety.co.uk

Kate Rogers, Head of Policy, Cazenove Charities

FAREWELL TO COMMON INVESTMENT FUNDS?
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TEAM NEWS UPCOMING EVENTS

The first quarter of 2015 has been an interesting time for  
foundations. High profile debate about the funding of 
non-charities for charitable purposes has hit the headlines, 
resulting in ACF recommitting to working with the Charity 
Commission to clarify a number of the overarching issues that 
have arisen as a result.  ACF has also submitted a number 
of consultations relating to topics such  as The Protection of 
Charities Bill, updates to The Essential Trustee (CC3), and 
changes to the audit threshold.

SECTOR NEWS - ASSOCIATION OF CHARITABLE FOUNDATIONS

The Association of Charitable Foundation (ACF) 

is the membership association for foundations 

and grant-making charities in the UK. For 25 

years ACF have supported trusts and  

foundations; respecting and safeguarding their 

independence, and helping them to be efficient 

in the many ways that they use their resources.  

www.acf.org.uk

Edward Harley commenced a year-long sabbatical in April to 
coincide with his term as High Sheriff of Herefordshire. Edward 
will attend client meetings and Cazenove Charities events 
where his schedule allows.

Ben Minter passed the Chartered Wealth Manager, Unit 2 -  
Portfolio Construction Theory exam in January 2015.

Belinda Martin and Caroline Hooft Graafland passed the 
Investment Management Certificate - Unit 1 -  
“Investment Environment” exam in March 2015

The Charities team held an annual offsite meeting in Brixton, 
following a lunch at The Clink Restaurant; an inspiring charity 
based at HMP Brixton. 

The Clink Charity’s sole  
aim is to reduce reoffending 
through training and rehabilitation of prisoners. With up to 155 
prisoners in training at a time, the charity runs a Five Step 
Programme to ensure that prisoners receive the support they 
need, not only while they are in prison, but also after release. 
www.theclinkcharity.org

MAY 
7th - CHARITY MULTI-ASSET FUND LUNCH 
A lunchtime presentation for investors and those interested in the 
fund from managers of the Charity Multi-Asset Fund 
www.cazenovecharities.com/ciflunch-multi-asset

12th - CHARITY LECTURE 
Our Annual Charity Lecture takes place at the British Museum 
where we will hear David Swensen, Chief Investment Officer, Yale 
University speak, followed by a drinks reception in the Egyptian 
galleries. www.cazenovecharities.com/charitylecture

21st - INTRODUCTORY TRUSTEE TRAINING

The first of our charity trustee training series for trustees with little 
investment knowledge followed by lunch. 
www.cazenovecharities.com/trusteetraining

JUNE
3rd - INTENTIONAL INVESTING REPORT LAUNCH

Launch of the report, published by Association of Charitable 
Foundations, co-written by Kate Rogers and Richard Jenkins 

IMPORTANT INFORMATION 
The opinions contained herein are those of the Charity team at Cazenove Capital Management and do not necessarily represent the House View. This 
document is intended to be for information purposes only. The material is not intended as an offer or solicitation for the purchase or sale of any financial 
instrument. The material is not intended to provide, and should not be relied on for, accounting, legal or tax advice, or investment recommendations. 
Information herein is believed to be reliable but Cazenove Capital Management does not warrant its completeness or accuracy. No responsibility can 
be accepted for errors of fact or opinion. This does not exclude or restrict any duty or liability that Cazenove Capital Management has to its customers 
under the Financial Services and Markets Act 2000 (as amended from time to time) or any other regulatory system. 

Cazenove Capital Management is a trading name of Schroder & Co. Limited, 12 Moorgate, London, EC2R 6DA. Authorised by the Prudential  
Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. For your security, communications may 
be taped and monitored.
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For more information on any of the articles or to sign up to  receive this newsletter regularly,  
contact: Joanna Barton | email: joanna.barton@cazenovecapital.com tel: 020 7658 3104           

Keep up to date with other events in the charities team calendar -  
www.cazenovecharities.com/eventscalendar

Giles Neville 

Head of Charities

Tel: 020 7658 6975 

Kate Rogers 

Head of Policy,  

Charities  

Tel: 020 7658 2480

Alex Baily 

Portfolio Director, 

Charities

Tel: 020 7658 1108 

Lucinda Napier 

Portfolio Director,  

Charities

Tel: 020 7658 1106

kate.rogers@cazenovecapital.com alex.baily@cazenovecapital.com lucinda.napier@cazenovecapital.comgiles.neville@cazenovecapital.com

Contact details for the entire team are available on our website: www.cazenovecapital.com/charities/meet-the-team


