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We launched the Charity Multi-Asset Fund in June 2007 and since that point the strategy of the Fund has 
continued to evolve, responding to changes in the economic environment and asset classes, to ensure that our 
investors’ investment objectives are met over the long-term.  

The stated investment objective of the Fund is to achieve Inflation (UK CPI) +4% over a rolling ten year period. 
For those clients that chose to invest in distribution units, this translates into aiming to protect the real capital 
value over the long-term whilst generating a stable and sustainable total return distribution of 4% per annum, 
smoothed over the previous three years. This objective looks to balance the needs of both current and future 
beneficiaries. 

We last amended the Fund’s strategy in early 2015 and we believe that now represents a good time to assess 
what has been achieved over the past decade and importantly, our thoughts on portfolio strategy for the next 
decade in order to meet the Fund’s objectives.    

A portfolio for the next decade 

In January we published a portfolio for the next decade, which puts forward four recommendations to ensure 
our charity investment portfolios are fit for the next decade.  Although this period of market volatility provides 
uncertainty, it also gives us an opportunity to review and refresh our investment strategy, taking advantage of 
recent price falls. 

Our four core recommendations are summarised as follows: 

1. A global approach in equities:  we have been reducing any historic UK bias and now believe that our 
strategy should reflect a fully global approach to benefit from a more balanced sector allocation, and a 
greater opportunity set. 

2. Including alternative sources of return: with a preference for alternative assets like property, 
infrastructure, commodities and other diversifiers over bonds. 

3. Investing sustainably:  our investment process integrates environmental, social and governance factors 
as we believe it makes good financial sense.  We can measure and track the impact of your portfolio on 
people and planet, which may be useful for our you to monitor and communicate to your stakeholders.   

4. Focus on value for money: the total cost of the Fund has fallen over the last decade as we continue to 
think about portfolio construction with budgets in mind.   

As a result we are making some changes to the Fund’s investment strategy from the 1st April 2020 to ensure 
that we can continue to meet our investors’ investment objectives.  These are summarised below; with more 
information overleaf: 

Changes in strategy 

 Adjusting the long term investment strategy 
o Increasing equities 
o Reducing nominal assets – diversifiers, bonds and cash 
o Retaining an allocation to UK commercial property 

 A gradual transition to a fully global equity approach 
 

  

https://www.cazenovecapital.com/uk/charities/insights/charity-investment/a-portfolio-for-the-next-decade/
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Changes to the Fund’s investment strategy  

 Current strategy New strategy 
Equities 63% 70% 
Bonds 10% 10% 
Property 10% 10% 
Diversifiers 15% 8% 
Cash  2% 2% 
Total 100% 100% 

 

– Increasing equities We are increasing the long term asset allocation to equities.  We believe that the 
Fund will need to have an average exposure of 70% in global equities in order to achieve an inflation 
plus 4% return over the long term.  The recent equity market falls gives us a good opportunity to begin 
to add to equity positions on weakness, building a foundation for future returns.  This is being 
implemented on a gradual basis. 

– Reducing nominal assets The overall allocation to diversifiers, bonds and cash is slightly reduced as we 
are forecasting less attractive returns in the current interest rate environment; with yields at historic 
lows.  We continue to recommend an allocation for diversification, as these assets offer alternative 
sources of return and can smooth the volatile path of equity returns.   

– Property is included as a real asset that generates an attractive level of income.  Charities also benefit 
from a stamp duty exemption in UK property and can access attractive charity specific property 
investment vehicles.  We recommend maintaining a 10% long term allocation to UK commercial 
property.  

– Cash is held to provide liquidity, either to support spending, or should investment opportunities arise in 
the short term. 

Expected return and risk    

Return: 30 year forecast total return p.a.  6.4% p.a.  
Expected long term real return: Inflation (CPI) plus 4% 
  
Risk: Projected volatility  12.3% p.a. 

(72% of global equity market volatility) 
Downside risk: worst drawdown  
(peak to trough fall in any 12 month period) 

-23.8%   
(12 months ended Feb-09)  

 

Estimated risk, return and yield data are based on Cazenove Capital’s analysis. Risk, return or yield characteristics of the above 
portfolios or constituent asset classes are not guaranteed to be achieved in the future.  Risk is defined as the standard 
deviation of annual returns.  Our forecasts assume an average rate of inflation of 2% per annum.   
 

We are confident that our evolved portfolio strategy will be able to generate inflation plus 4% returns over the 
long term.   
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Investing in equities 

Gradual transition to global approach  
We are evolving to a fully global approach to equity investment, which means we will be continuing to 
reallocate assets away from the UK towards international markets.  This will allow us to capture more 
investment opportunities from all over the world, including in sectors less well represented by UK listed stocks 
such as technology.  We will manage this transition carefully, on a gradual basis. This move is a continuation of 
the changes you have seen over the last few years.   
 
Limited use of currency hedging  
We do not generally recommend hedging the overseas exposure as currency is considered as part of 
investment decisions, unless we have very strong views conviction that a specific currency is over- or under- 
valued.  Currency hedges are generally short term, and can be costly.  Hedging tends to be used in long term 
investment portfolios when there are known liabilities to match, in practise if you were to have large expected 
cash flow requirements.   
 
 
Implementation  
The Fund will continue to invest through pooled funds, which offer the benefit of diversification and access to 
third party managers.  
 
Over the last few years we have increased the allocation to core and passive approaches, which offer a cost 
effective way to get general market exposure. These are then combined with higher active share ‘best of breed’ 
managers who we believe can demonstrate active outperformance over the long-term, to deliver a well 
balanced investment portfolio offering good value.   
 
Investing with a value for money mindset makes sure that we analyse every penny we pay in fees. That doesn’t 
mean we won’t pay up for a great opportunity, a new asset class or a strong performance track record, just that 
we need to be convinced that the potential benefit is worth the cost.   
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Asset class 
Expected 
long-term 
return p.a. 

Expected 
risk 

(standard 
deviation) 

UK equities 7.0% 15.0% 

Overseas developed equities 7.0% 17.0% 

Emerging market equities 9.5% 23.0% 

Government bonds 3.0% 6.0% 

Investment grade bonds 4.0% 7.0% 

High yield bonds 5.0% 11.0% 

Property 5.0% 7.5% 

Infrastructure 5.0% 7.5% 

Absolute return 3.75% 7.5% 

Commodities 5.0% 19.0% 

Cash 2.25% 0.5% 

Appendix 1 
Risk and return 
 
UK asset class returns since 1899 – real returns (after inflation) 

 

Asset Class 10 years 20 years 50 years 119 years 

Equities +5.8% +2.0% +4.7% +4.9% 

UK Government Bonds  +2.7% +2.5% +3.2% +1.3% 

Corporate Bonds +4.3%    

Cash -2.5% -0.1% +1.1% +0.7% 
 

 
Source: Barclays Equity Gilt Study 2019.  Corporate bonds begin in 1999 whereas index-linked gilt returns are available from 
1982.  A cost of living index is computed using Bank of England inflation data from 1899 to 1914 and the Retail Price Index, 
calculated by the Office of National Statistics, thereafter. 
 
Risk and return assumptions 
Our strategic asset allocation process begins with examining the expected long-term characteristics of investment markets.  
In doing so we look at historic return data (both nominal and real) and current economic conditions and trends.  Importantly, 
this information is overlaid with a degree of professional judgement in forming our expectations of markets. 
 
The table below shows the risk and return assumptions used in our modelling process.  Please note, return figures shown are 
nominal returns. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Risk is defined as the standard deviation of annual returns.  Assuming that returns are normally distributed, we expect returns 
to be within one standard deviation of the mean on two thirds of occasions.  Risk and return estimates are based on Schroders’ 
analysis and are not guaranteed. 
 
Source: Cazenove Capital, April 2020 
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Appendix 2 
Disclaimers, risk warnings, company particulars and regulatory status 
 
 
Disclaimers 
We undertake to comply with our obligations under the Financial Services and Markets Act 2000 and the disclaimers set out 
in this section do not exclude or restrict liability for any duty to clients under this Act or any other applicable regulatory 
authority. 
 
Nothing in this document should be deemed to constitute the provision of financial, investment or other professional advice 
in any way.  The material in this document is for information purposes only and the services, securities, investments and funds 
described may not be available to or suitable for you.  Not all strategies are appropriate at all times. 
 
We have taken all reasonable care to ensure that the information contained within this document is accurate, up to date, and 
complies with all prevailing UK legislation.  However, no liability can be accepted for any errors or omissions, or for any loss 
resulting from its use.  Any data and material provided ahead of an investment decision are for information purposes only.  
Unit and share prices are for information purposes only; they are not intended for trading purposes.  We shall not be liable 
for any errors or delays in these prices or in the provision of this information, or for any actions taken in reliance thereon. 
 
We reserve the right to amend, alter, or withdraw any of the information contained in this document at any time and without 
notice.  No liability is accepted for such changes. 
 
This document may include forward-looking statements that are based upon our current opinions, expectations and 
projections.  We undertake no obligation to update or revise any forward-looking statements.  Actual results could differ 
materially from those anticipated in the forward-looking statements. 
 
Risk warnings 
You should consider the following risks: 
 
Investment risk: The value and income of any of the securities or investments and the price of shares and the income derived 
from them, which are mentioned in this document, may fall as well as rise. Investors may not receive the original amount 
invested in return.  Investors should also be aware that past performance is not a guide to future performance. 
 
Taxation: Statements concerning taxation are based on our understanding of the taxation law in force at the time of 
publication.  The levels and bases of taxation may change.  You should obtain professional advice on taxation where 
appropriate before proceeding with any investment. 
 
Exchange rates: Investments in overseas securities are exposed to movements in exchange rates. These may cause the 
sterling value of units to go up or down. 
 
Debt securities: Investments in higher yielding bonds issued by borrowers with lower credit ratings may result in a greater 
risk of default and have a negative impact on income and capital value. Income payments may constitute a return of capital 
in whole or in part.  Income may be achieved by foregoing future capital growth. 
 
Emerging markets: You should be aware of the additional risks associated with investment in emerging and developing 
markets.  These risk include: higher volatility of markets; systems and standards affecting trading, settlement, registration 
and custody of securities all possibly lower than in developed markets; lack of liquidity in markets and exchanges leading to 
lower marketability of securities and greater price fluctuation; significant currency volatility, possibly resulting in adoption of 
exchange controls; lower shareholder protection or information to investors provided from the legal infrastructure and 
accounting, auditing and reporting standards. 
 
Unregulated collective investment schemes: Unregulated collective investment schemes and other non-mainstream 
pooled investments (NMPIs) are unlikely to offer a level of investor protection equivalent to that available for UK regulated 
investments.  Such schemes may deal infrequently and may limit redemption. 
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Structured products: Structured products are usually issued by financial institutions and in the event of these institutions 
going into liquidation or failing to comply with the terms of the securities you may not receive the anticipated returns and 
you may lose all or part of the money you originally invested. If you sell your investment before its maturity date the 
investment may achieve a price less than the original investment.  The performance of these investments may depend on 
indices and defined calculations that may differ from direct investments. 
 
Gearing: Some of the investments we may make on your behalf could be in investment companies that use gearing as a 
strategy or invest in other investment companies that use gearing, such as investment trusts.  The strategy, which the issuer 
of such securities uses or proposes to use, may result in movements in the price of the securities being more volatile than the 
movements in the price of underlying investments. Such investments may be subject to sudden and large falls in value and 
you may get back nothing at all if there is a sufficiently large fall. 
 
Regulated Mortgages: Schroder & Co Limited is authorised by the Prudential Regulation Authority to administer, advise on, 
arrange (bring about) and enter into a regulated mortgage contract. Your home may be repossessed if you do not keep up 
repayments on your mortgage. 
 
Company particulars and regulatory status 
Schroder & Co Limited trading as Cazenove Capital, who together with connected companies, provides the services described, 
issue this document. 
 
Schroder & Co Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority 
and the Prudential Regulation Authority.  Registered office is at 1 London Wall Place, London EC2Y 5AU. Registered number 
2280926 England. 
 
Services supplied by Schroder & Co Limited and connected companies may be subject to value added tax (VAT). Schroder & 
Co Limited is registered for VAT in the United Kingdom (GB 243868730). 
 
For your security, communications may be taped or monitored. 
 
www.cazenovecapital.com 

http://www.cazenovecapital.com/uk/charities/

