REAL ASSETS FUND
The fund seeks to generate CPI+4% return over the medium-to-long-term with a lower volatility than equity
markets by investing in a diversified portfolio of physically asset backed businesses and cash flow streams.
We believe that the Waverton Real Assets Fund will:
•

Provide diversification to traditional asset classes

•

Access a differentiated risk premia

•

Generate a positive real return

•

Provide both capital growth and income

Key Characteristics
Long-term Objective
CPI+4.0%
Projected Yield
4.0%
Expected Volatility
10-12%
CPI - UK Consumer Price Index

WHAT ARE REAL ASSETS
‘‘Real Assets” are predominately businesses backed by physical or tangible assets, often with inflation linked
cash flow streams, designed to provide a real total return over the medium to long term.
The Real Asset universe will focus on the following sectors:

Property
Infrastructure
Asset Finance
Commodity
Specialist Lending

Within an investment environment characterised by accommodative monetary policy, moderate global growth
and uncertain inflationary outlook, an allocation to real assets appears an attractive proposition for investors

WHY ARE REAL ASSETS ATTRACTIVE?
Gilt market total return
(iBoxx 10 year plus index)

Traditional fixed income is unlikely to provide the
returns seen in recent years
•

Gilts have been a great source of return,
particularly since 2007.

•

A ten year gilt purchased now and held for one
year will lose money in real terms even if the
price remains the same.

•

Gilt and equity correlation appears to have
become unstable meaning gilts are not the
consistent diversifier they were.

Source: Waverton, iBoxx, Bloomberg. As at 31.10.18

Forecast asset class return and long
term volatility
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Real Assets offer an attractive risk and return
proposition relative to traditional asset classes
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•

Future fixed income returns offer poor real
return potential relative to the risk taken

•

Real Asset valuation often underpinned
by tangible assets and attractive (often
inflation-linked) cash flow streams

•

Real Asset return drivers are fundamentally
different to those of traditional asset classes
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Source: Blackrock, Capital Market Assumptions. As at 31.10.18

The long-term return of a Real Assets portfolio targets equity-like returns with lower realised volatility
Risk warning: Past performance is no guarantee of future performance. Yields on investments may fall or rise dependent on the
performance of the underlying investment and more specifically the performance of financial markets. As such, no warranty can be
given that the expressed yields will consistently attain such levels over any given period. Capital security is not guaranteed.

BENEFITS OF REAL ASSETS WITHIN A PORTFOLIO

Rationale

Opportunity

•

Real Assets often derive returns from fundamentally different sources
than traditional equity sources: risk premia, as opposed to equity beta or
bond duration.

•

Reduced correlation between Real Asset and traditional asset classes,
providing diversification benefit through reduction in overall multi-asset
portfolio volatility.

•

Predictable and often inflation-linked cash flows. The nature of many of
the underlying cash flows reduces risk both to NAV and capital values.

•

Attractive relative valuation, inflation protection and income potential.

An allocation to Real Assets enables more effective portfolio construction across the risk and return spectrum

HOW ARE WE ACCESSING REAL ASSETS
The large and growing universe of Real Assets provides investment opportunities across the risk and return
spectrum

Property

Infrastructure

Asset Finance

Commodity

Specialist Lending

UK Commercial
Specialist (Healthcare)
Specialist (Student)
UK Long Lease
REIT

Core / PPP
Economic
Renewable
Transportation
Listed

Shipping
Aircraft Leasing
Litigation
Music Royalties
Healthcare

Diversified Commodity
Timber
Energy
Climate Change
Precious Metals

Property
Renewable
Asset Backed
Insurance
Direct Lending

•

Growing universe, increasing the scope of potential investment opportunities

•

Enables effective diversification given the range of available risk return drivers

Waverton have established an in-house
proprietary universe from which to select
appropriate strategies which we expect to
grow over time

PORTFOLIO CONSTRUCTION

Characteristics

Exposure

The portfolio is constructed using four top-down building blocks, each with specific identified investment
characteristics. Any Real Asset class can be held within each building block and we seek to provide diversified
exposure to the most attractive underlying Real Asset classes at any one time.

•
•
•
•

Core

Cyclical

Special
Situations

Hedging & Cash

50-100%

25-50%

0-15%

0-15%

Limited economic cyclicality
Predictable, inflation linked
cash flows
High quality counterparty,
asset and/or location
Senior in capital structure

•
•
•

Greater economic
sensitivity
Potential for capital growth
through asset management
initiatives
Early stage real asset
opportunities

•
•
•

Under owned and
misunderstood
assets
Trading at significant
valuation discount
Identifiable catalyst
for change

•
•

•

Liquidity provision
Systematic hedge
protection via our
proprietary
Waverton
Protection Strategy
Gold

AVAILABILITY
The Fund will be available on the following third party platforms:

Third party trade marks are used with the express permission of the trade mark owners and must not be used or reproduced
without their permission.

FUND MANAGERS
Fund Manager
James Mee, CFA
Email: jmee@waverton.co.uk
Tel: 020 7484 2074

Fund Manager
Luke Hyde-Smith, CFA
Email: lhsmith@waverton.co.uk
Tel: 020 7484 2035

FUND FACTS
•

Launch Date: 30th November 2018

•

Dealing: Daily

•

IA Sector: Specialist

•

Domicile: Ireland

•

Fund Type: UCITS

•

Base Currency: Sterling

CONTACT US
For further information please contact:
Mark Barrington
T: 020 7484 2058
E: mbarrington@waverton.co.uk

Waverton Investment Management Limited
16 Babmaes Street
London
SW1Y 6AH

RISK WARNING
Past performance is no guide to future performance. The value of holdings may fall as well as rise. All financial investments
involve an element of risk. Clients should note that yields on investments may fall or rise dependent on the performance
of the underlying investment and more specifically the performance of financial markets. As such, no warranty can be given
that the expressed yields will consistently attain such levels over any given period.
The portfolio may invest in assets which are not readily realisable or where there is counterparty risk. The portfolio may
hold funds or vehicles which invest in derivative products such as futures, options, and contracts for differences. Although
warrants and/or derivative instruments can be utilised for the management of investment risk, some of these products may
be unsuitable for investors. Different instruments involve different levels of exposure to risk. There is no guarantee of a
return on Absolute Return Funds held.
The Waverton Protection Strategy includes the use of derivative instruments. Using derivatives can involve a higher level
of risk. For example, a small movement in the price of the underlying instrument may result in a disproportionately large
movement in the price of the derivative instrument.
The returns for structured products may fluctuate according to different market conditions; you may get back less than you
originally invested. The opinions expressed are based on current market conditions and are subject to change. Changes in
rates of exchange may have an adverse effect on the value, price or income of an investment.
FURTHER INFORMATION

This document is for your personal use only and should not be construed as advice nor an offer or inducement to undertake
investment business.
The information in this document is for private circulation and is believed to be correct but cannot be guaranteed. No
representation or warranty (express or otherwise) is given as to the accuracy or completeness of the information contained
in this publication
Opinions expressed are solely the opinions of Waverton. All expression of opinion are subject to change without notice.

Issued by Waverton Investment Management. Registered Office: 16 Babmaes Street, London, SW1Y 6AH.
Authorised and Regulated by the Financial Conduct Authority. Registered in England No 2042285
November 2018

