In this edition

1 WELCOME

2 MARKET UPDATE

3 INTENTIONAL INVESTING

4 OTHER NEWS

Giles Neville considers whether

Our overview of global markets

Following the launch of the report,

Recent exam successes, awards

the Greek debt crisis will impact

with a forecast that interest rates

Intentional Investing, Kate Rogers

and we announce the date for this

markets over the longer term

will remain low for the rest of 2015

considers its meaning for charities.

year’s Charity Forum.

QUARTERLYNEWS
July 2015

WELCOME
Although markets only fell a little bit over the
quarter, it felt considerably more exciting with
the ongoing Greek debt crisis, a surprise
election result in the UK and the Chinese
authorities continuing to wrestle their economy
away from its dependence on exports. The
resulting volatility in markets is likely to persist,
but we expect that our diversified approach
will cushion returns from the wilder gyrations in
market sentiment.
It was also exciting to welcome David Swensen
to talk at our Annual Charity lecture and launch
a new research piece, in conjunction with the
Association of Charitable Foundations, which

examines how charities can reflect their mission
and values in their investment portfolios.
Highlights of these can be found inside.
I hope you all have an enjoyable summer –
family Neville is off to Greece with more Euros
than usual, just in case.

Giles Neville,
Head of Charities

SINCE LAST QUARTER
–– US economic data improved towards the

end of the quarter as GDP was revised
upwards and job growth stabilised.

ECONOMIC OVERVIEW
Global growth expectations coming down,
but European growth upgraded

–– Eurozone and UK equities came under

pressure as the Greek debt crisis escalated.
–– Emerging markets underperformed their

developed counterparts. Chinese equities
were volatile given government intervention.
–– Bond yields rose across most major

markets amid expectations that interest
rates could rise in the US and UK this year.
–– Stronger economic data in the Eurozone

sent Bund yields higher in May as concerns
over Greece were largely ignored - this
trend pared back towards the end of June.
–– The Conservative Party won a slim majority

in the UK election - the first single party
Conservative government since 1996.

Source: Schroders, June 2015

MARKET UPDATE
Events on the horizon moving closer…

Inflation and interest rates on the up?...

Investors have been discussing the issues in the Eurozone and anticipating interest rate rises in the US and
UK for a number of years. However, these events are
now in greater focus. The Greek debt crisis continues
with a provisional bail out agreement providing some
short term relief. We also expect an interest rate rise
in the US this year, with the UK following suit in early
2016.

Economic growth in the US has recovered after a
weaker than expected start to the year. There is now
growing evidence of rising wage pressure and we expect inflation to reflect this. The Fed is likely to respond
with an initial increase in interest rates later this year.
The UK economy is also expanding although the rate of
growth may slow. There is also evidence of UK wage
growth and an increase in consumer credit which, combined with a steady increase in the oil price, is likely to
result in a pick up in UK inflation. We expect the Bank
of England to raise interest rates in early 2016.
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We expect to see continued market volatility. Equity
markets have already fallen in response to uncertainty
around the ‘Grexit’, and we have seen an increase in
bond yields to reflect the expectation of interest rate
rises. Equity market valuations remain reasonable and
we continue to be attracted to the prospect for corporate earnings growth. We remain pessimistic on the
prospects for government bonds, and prefer to hold
absolute return approaches as defensive assets within
portfolios where appropriate. Property should be supported by rental yields although capital growth is likely
to slow. In this environment we believe in the benefits
of a diversified approach and continue to expect our
multi-asset portfolios to be insulated against the worst
of any equity market volatility.
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Market implications

--

A road map to a long term bail out deal for Greece has
been agreed, but not without Greece making major
concessions previously rejected both by the Prime
Minister and the nation in the recent referendum. This
agreement reduces the probability of Greece exiting
the Eurozone but there are still considerable hurdles
to overcome, with the need for Greek parliamentary
approval and additional ratification in Eurozone member
state parliaments, including Germany. While uncertainty
caused by the Greece situation has dented confidence
in financial markets, we do not believe that a Greek exit
from the Euro would cause lasting economic damage
to the Eurozone. The Eurozone economy is still expected to expand appreciably faster during 2015 than was
widely predicted at the start of the year, showing better
growth than in 2014. In this context, it should be noted
that Greece accounts for just 1.8% of Eurozone GDP
(2014), with a relatively small share of trade flows, and
makes up less than 0.5% of broad European
equity indices.
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Greek limbo…
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INTENTIONAL INVESTING: The Principles, Practicalities and Pitfalls
Kate Rogers, Head of Policy, Cazenove Charities
The report, published by the Association of Charitable Foundations (ACF) and Cazenove Charities in June
2015, examines whether and how to develop a charity’s investment strategy with its values and aims in
mind. It draws on research from the largest survey into current charity investment practice, with almost
300 respondents, and finds that 59% of charity investors are choosing to manage their investments in a
way that is aligned with their mission.
From minority to mainstream
Our research shows that over the last five years thinking about investments
with mission in mind has moved from being a minority concern to an accepted
part of mainstream practice The report, which draws on a number of focus
groups and individual interviews as well as the survey data, identifies a number
of key drivers for the increased uptake, including
younger trustees and the shifting tide of public opinion.
Source: Cazenove Charities, ACF Responsible Investment Survey

Reflecting mission and values in investments - the options
The report identifies four main ‘behaviours’ to connect mission and aims to investments – exclude, select, influence, deliver. 78%
of respondents with a policy were excluding specific industries or companies from their investment portfolio, with tobacco the most
common exclusion. By contrast, 34% were deliberately investing in industries that rated well in terms of environmental, social or governance (ESG) factors, 22% were seeking to influence corporate behaviour by using share voting rights or engagement and
17% were looking
to deliver mission
related outcomes
through social
investment.
The impact on returns
Referencing recently published academic research, the report
considers the implications of these behaviours on the likely investment
returns and finds that, although the exclusion of some industries may
have historically hindered performance, the overall impact on the
portfolio can be relatively small. Academic evidence supports the
notion that selecting companies with good environmental, social and
governance policies and engaging with companies to improve
corporate behaviour can be financially rewarding.

+3% per year better
performance of UK
tobacco companies as
compared to the UK
market from 1920-2014.
Dimson, Marsh and
Staunton, February 2015

+2% per year better performance
of the ‘high sustainability’ portfolio
as compared to the ‘traditional’
portfolio
Harvard Business School,
November 2011

Finding the right approach for your charity
While the trend is clear, the report also shows that there is no ‘one-size-fits-all’ approach
that is right for every organisation. With that in mind, the report advocates intentional
investment, which means that trustees have thought about the management and use of
their charity’s assets so that their approach supports the delivery of their charitable aims.
They are able to explain their approach and, as far as possible, anticipate and review the
impact of their decisions in terms of their mission and values, beneficiaries and
supporters. Intentional investors view their investments as one of a number of assets at
the disposal of charity trustees, all of which can be used to deliver the charitable aims.

Intentional
Investing is
published by the
ACF is co-written
by Kate Rogers,
Head of Policy,
Cazenove
Charities and
Richard Jenkins, Head of
Policy, ACF.
The report is available to download
from our website:
www.cazenovecharities.com/
intentionalinvesting
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TEAM NEWS

UPCOMING EVENTS

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

SEPTEMBER

Belinda Martin and Caroline Hooft Graafland passed the
Investment Management Certificate in June 2015
In May the team was independently
awarded Wealth Adviser - Best Asset
Manager for Charities.
Later in the month Cazenove Charities
and Schroders Responsible Investment
teams were proud to win the Asset
Manager of the Year award at the
inaugural Charity Times Better Society
Awards.

CHARITY MULTI-ASSET FUND IS 8

9th - NCVO GOOD TRUSTEE GUIDE LAUNCH
Launch of the latest edition of the Good Trustee Guide,
published by NCVO, followed by a drinks reception
www.cazenovecharities.com/eventscalendar
16th - ADVANCED TRUSTEE TRAINING
The second of our charity trustee training series for trustees with a
more in depth investment knowledge, followed by lunch.
www.cazenovecharities.com/trusteetraining

OCTOBER
30th - CHARITY INVESTMENT FORUM
Join us for our annual charity conference where we will listen to
presentations on a variety of investment themes, followed by our
keynote speaker - Lord Robert Winston
www.cazenovecharities.com/charityforum

It has been eight years since the Charity Multi-Asset Fund was
launched with the initial support of two charities investing a
total of £1m. The Fund provides an efficient yet diversified way
of investing and is designed to generate a sustainable income
whilst protecting against the effects of inflation over the long
term. This approach has meant that the fund has been well
supported and has grown to £397m with 247 charity investors.
Over the last five years the Charity Multi-Asset Fund has
gener¬ated total returns ahead of the inflation plus 4% target.
Those investors with income require¬ments have received a
regular quarterly distribution of 1%, ensuring their spending
needs continue to be met.
Whilst we are proud to have reached the Fund’s eighth anniversary, we continue to do our best for our charity investors in
what remains an uncertain environment. As ever, thank you for
your support.

Diagnosis:
Charity Investment Forum
Royal College of Physicians
Friday 30th October

Save the date
NOVEMBER
18TH - 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

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

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

Kate Rogers

Alex Baily

Lucinda Napier

Head of Charities

Head of Policy,

Portfolio Director,

Portfolio Director,

Tel: 020 7658 6975

Charities

Charities

Charities

Tel: 020 7658 2480

Tel: 020 7658 1108

Tel: 020 7658 1106

giles.neville@cazenovecapital.com

kate.rogers@cazenovecapital.com

alex.baily@cazenovecapital.com

lucinda.napier@cazenovecapital.com

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. Past performance is not a guide to future performance. The value of an investment and the income from it may go down as well as up and
investors may not get back the amount originally invested.
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