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Editorial

THERE IS NOW A FAMILIAR

tenor to the Q2 19 DGF investment review,
with weakening economic data, US-China
trade tensions, China’s economic slowdown
and Brexit-induced uncertainties in Europe
all contributing to a cautious risk outlook for
global investors.

This has been partially offset by expectations
of looser monetary policy during the second
half of 2019. This provided a fillip for risk
assets during Q2, helping the MSCI World
Index to rise 4% in USD terms and providing
stimulus for corporate bond and high-yield
markets. However, the mid-term outlook is
uncertain, with some commentators pointing
to yield curve inversion in US government
bond markets as a harbinger of darker
economic times ahead.

With yields for 10-year US Treasury bonds
slipping below the 3-month Treasury bill rate
during May, this is commonly held to be an
indicator that the economy is in ‘late cycle’,
a phase of the economic cycle that typically
precedes a downturn. But after an extended
period of quantitative easing, we cannot be
sure how reliable an indicator of recession

this will prove in current monetary conditions.

“INVESTORS WERE
AGAIN RELUCTANT
TO COMMIT NEW

MONEY FLOWS TO
THE DGF SECTOR ”

The second quarter of 2019 provided
further evidence of performance recovery
for products in the DGF universe, with 92%
achieving breakeven or posttive return. This
was after 98% of products in the universe
achived a breakeven or positive return in Q1
2019, representing a healthy bounce back
from a tough Q4, when just 2% achieved a
breakeven or positive return.

However, investors were again reluctant
to commit new money flows to the DGF
segment. The sector experienced net
outflows of £5.84bn over the period, the
seventh consecutive quarter in which the

universe has seen net redemptions.

These are difficult times for the DGF universe
and managers of these funds might be
asking themselves what more they can do
to sustain investor appetite? If performance
i the yardstick by which to measure these
funds then managers of these funds have
broadly achieved their aims. Over a 3

year period, annualised median returns
either mathced or outperformed relevant
performance objectives.

Against this background of net disinvestment,
several asset managers in the CAMRADATA
DGF universe did report a successful quarter
for asset gathering, with LGT Capital Pariners
leading the way (+£406m in net asset
inflows), followed by DWS (+£390m), HSBC
(Global Asset Management and Threadneedle
Asset Management.

On an annualised basis, net investor outflows
of £20bn over the year to 30 June 2019
have contributed to a net decline in AUM of
just under £14bn across the DGF universe.
DGF AUM now sits £23.2bn below its peak
at the end of 2017.

Bob Currie,
Research editor, CAMRADATA
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Investment views: Q2 2019

& outLook

Shares in developed markets
continued their upward momentum,
bouncing back from their decline at
the end of 2018. The FTSE Europe
ex UK climbed 6.3% in USD terms,
and the S&P was up 4.3%. TOPIX,
Tokyo's share price index, made

a modest 0.3% gain. Emerging
market equities returned a slight
improvement over the quarter, driven
by expectation of lower US interest
rates and by flashes of optimism
surrounding US trade negotiations
with China and Mexico — talks that
seem to flip between reconciliation
and confrontation almost on a weekly
basis. Turkey recovered ground after
a difficult 2018 and India’s stock
markets climbed slightly following
Modi's re-election. However, Chinese
equities suffered in the face of trade
tensions and US blacklisting of
telecom specialist Huawei.

@ EQUITIES

US equities continued to recover
from their slide at the end of 2018.
The S&P500 climbed to record highs
towards the end of Q2, encouraged
by signals that interest rate cuts

are likely during the second half of
2019. After the stimulus to corporate
earnings provided by corporate

tax cuts during 2018, the market

is monitoring whether President
Trump will initiate further measures
to encourage business in the run

up to 2020 elections. UK equities
continued to labour in the face of
Brexit uncertainty, climbing a modest
0.9%.

@ FIXED INCOME

The likelihood of monetary easing
from the US Federal Reserve, and
potentially from the ECB, provided a
boost for global bond markets. Rising
government bond prices drove down
yields — 10yr US Treasury yields fell
almost 50bps and 10-yr German
government bond yields were down
almost 30bps. The 10-yr US Treasury
yield dipped below the Federal funds
rate from late May. It is still uncertain
how far yield curve inversion
represents a bellwether of pending
recession, given the distorting effect
that a long period of central bank
liquidity support has had on yield
curve characteristics.

@ OTHER ASSETS

Gold made significant gains over the
quarter, rising more than 7% to a
six-year high in late June. Iron ore
continued its strong performance
during 2019, gaining more than

30% in value during Q2. After a
buoyant first quarter, the energy
sector suffered a reverse with WTI
down almost 3% and Brent crude
down 4.2% over the period.

“IT IS STILL
UNCERTAIN

HOW FAR YIELD
CURVE INVERSION
REPRESENTS A
BELLWEATHER

OF PENDING
RECESSION.”

@ UNITED STATES

US real GDP grew by 3.2% during
Q1 according to US Department of
Commerce data. This was buoyed
by a 1.3% growth in consumer
expenditure. Imports declined by
3.7% over the quarter, their largest
fall for almost 10 years, driven by
concerns over the trade outlook and
US-China tensions.

@ EUROPE

Eurozone GDP contracted from
0.4% during Q1 t0 0.2% in Q2 on
an annualised basis. The ECB kept
interest rates on hold, with the
main refinancing rate remaining at

0% and the deposit rate at -0.4%.

Germany’s GDP contracted, mainly
due to a slump in exports, and GDP
growth also slowed in ltaly, France

and Spain.

Su

UK GDP fell in volume terms by

0.2% according to the Office of
National Statistics, the first decline
in quarterly GDP since the end

of 2012. With companies and
households stockpiling goods in
readiness for the March Brexit
deadline, excess supply is now
being reflected in weakening

economic performance. The
balance of firms reporting an
improvement in domestic orders
was at its lowest since Q4 2012,
according to the UK Chamber of
Commerce, and the corresponding
balance for export orders was its
lowest for four years.
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Highlights

THE NUMBER
OF DGF products in this

survey totals 92 products, with over
66% of vehicles showing track records
of greater than 7 years.

and

Since Q1 2019 DGF

assets under management have decreased by

DGFs with an
objective of cash

plus less than three percent achieved an
annualised median return of 4.90% over the last
three years.

plus three to five percent achieved an annualised
median return of 5.23% over the last three years.

plus five to seven percent achieved an annualised

median return of 5.23% over the last three years.

According to the
CAMRADATA IQ
Scores...

o for the three years to 30th June 2019,
the stand out product with an objective of cash
plus less than three percent is the BlackRock
Dynamic Diversified Growth Fund.

e the stand out product with an objective of cash
plus three to five percent is the Legal &
General Dynamic Diversified Fund.

£2.80bn

marking the third consecutive quarter that

26.8%
assets under management in the universe

SANLAM have fallen.

e the stand out product with an objective of cash
plus five to seven percent is the Invesco Balanced-

The second quarter of 2019 was once again Risk Allocation Composite.

INVESTMENTS ACHIEVED
the largest percentage growth in AuM seeing its
assets increase by 26.8% in Q2 2019, followed
by State Street Global Advisors, DWS, Lombard
Odier and LGT Capital Partners.

OVER THE LAST
QUARTER ¢ ocr

universe has seen £5.84bn in net
outflows, making this the seventh
consecutive quarter in which the
universe has experienced net outflows.

DGF’s with an objective of cash
plus less than three percent achieved
a median return of 3.63% over the
last year.

DGF’s with an objective of cash
plus three to five percent achieved
a median return of 2.66% over
the last year.

DGF’s with an objective of cash
plus five to seven percent achieved
a median return of 3.19% over
the last year.

a favourable quarter for products in the DGF
iverse with over 92% achieving a breakeven

The DGF universe

over the last year

to 30th June 2019 has seen net
outflows of over £20bn despite the
universe achieving a median return
of 3.20%.

DGF AUM are £23.2bn
below the peak at the
end of 2017

Looking at the three year spread of annualised
retumns, the DGF universe maintained a positive
outcome in performance with 98% of products
achieving a breakeven or positive return.

Fees in the DGF universe range from 0.2% to
1% with a median fee of 0.5%. In general, fees are
lower in the DGF Cash +<3% universe.
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The DGF market deconstructed

Part one
The DGF Universe
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Section 1: DGF Universe

1: Number of products in the DGF universe

Number of Products
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2: Number of products over time
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Section 2: Assets Under Management

5: AuM of DGF Universe 6: DGF Universe Asset Flows
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7: Top 5 Asset Manager inflows in GBP during the quarter 8: DGF Universe Asset Flows Percentage during the quarter
Rank  Manager Inflows Rank Manager Inflows Percent
1 LGT Capital Partners £ 406m 1 Sanlam Investments UK 26.81
2 DwsS £390m 2 State Street Global Advisors Limited 6.65
3 HSBC Global Asset Management £ 224m 3  DWS 6.30
4 Threadneedle Asset Management Ltd £158m 4 Lombard Odier Investment Managers 6.06
5  Baillie Gifford & Co. £123m 5  LGT Capital Partners 6.03
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Section 3: Market Share All Currencies

9: ALL DGF Funds 10: Cash + <3%

181%

Ruffer LLP

- 27,572m (GBP)

AOR Capital Management
21136m (GBP)

Invesco Ltd.
14,941m (GBP)

Aberdeen Standard Investments
9,676m (GBP)

Nordea Asset Management
9429m (GBP)

Others
82,189m (GBP)

Total Value - 164,943m GBP

49.83%

16.72%

BlackRock

- 6.967m (GBP)

LGT Vestra LLP

- 670m (GBP)

SYZ Asset Management

- 14im (GBP)

Total Value - 7,778m GBP

89.58%

11: Cash + 3% to 5% 12: Cash + 5% to 7%

Ruffer LLP

- 22,733m (GBP)

Invesco Ltd.
- 19,074m (GBP)

AOR Capital Management
- 10.955m (GBP)

LGT Capital Partners

- 7.312m (GBP)

Baillie Gifford & Co.

- 7186m (GBP)

Others

L] 43,829m (GBP)

Total Value - 111,089m GBP

2046%

6.47%6 58% 9.86%

AOR Capital Management
- 16,181m (GBP)

Nordea Asset Management
- 9429m (GBP)

Others

- 13.294m (GBP)

Total Value - 32,903m GBP

30.94%

CAMRADATA.COM



Section 4: Performance

13: Cumulative Returns - ALL DGF v Market 14: Monthly Returns - All DGF
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Section 4: Performance

17: Cumulative Returns - Cash + 3% to 5% v Market
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18: Monthly Returns - Cash + 3% to 5%

MSCI WORLD US$ - TOT RETURN IND (-£)

Return %

S[=[=

A

=

A CAMRADATA

Jul

Aug  Sep

Oct

Nov

Dec Jan Feb Mar Apr May Jun
2019
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Distribution of Returns

Section 5

Distribution of Monthly Returns - Cash + <3%

22

(2]
o
c
5
=
L
o
=]
<
1
(2]
c
S
5
ket
o
o
)
<
hed
c
S
=
3
°
c
o
=)
=
2
‘=
hed
o
a

21

(Median)

%

B Cash + <3

400 to 450%
3500 400%
3.00to3.50%
2.50103.00%
2.00t0 2.50%
150 to 2.00%
100 to 1.50%
0.50t01.00%
00 0.50%
-0.50to 0%
-100to -0.50%
-150 to -1.00%
-2.00to-1.50%
-2.50t0-2.00%
-3.00to-2.50%
-3.50 to -3.00%
-400 to -3.50%
-450 to -4.00%
-5.00 to -450%

[T MSCIWORLD US$ - TOT RETURN IND (-£)

12

10+
8
6
4
2
0

fouanbauq

Monthly Returns

I Al DGFs (Median)

400 to 450%
3.50t0 400%
3.00to3.50%
2.501t03.00%
2.00t0 2.50%
150 to 2.00%
100 to 1.50%
0.50t01.00%
00 0.50%
-0.50to 0%
-100to -0.50%
-150 to -1.00%
-2.00to-1.50%
-2.50 to -2.00%
- -300t0-2.50%
-350t0-3.00%
“ -400to0-3.50%
- -4.50 to -4.00%
- -5.00 o -4.50%

[T MSCIWORLD US$ - TOT RETURN IND (-£)

fouanbauy

Monthly Returns

X
3
o
]
X
Tp)
+
=
(2]
(1]
(&)
]
(]
(=
£
=}
]
(]
o
=
=
)
(=
(=]
=
(T
o
c
o
=
=
2
‘s
et
L
(=]

.

24

Distribution of Monthly Returns - Cash + 3% to 5%
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Section 6: Risk Return

25:1Year Risk Return - All DGF Funds
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The DGF market deconstructed

Part two
DGFs in Focus




Section 7: 28: CAMRADATAQ - Cash +<3% - 3 Years Data size: 6 products

Three Year Returns to Jun 2019 Three Year Relative Risk Return to Jun 2019
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@ BA Great British Pound Interbank LIBOR 3 Months Delayed CAMRADATA @ SYZ Asset Management - 0YSTER Absolute Return GBP CAMRADATA

10 Scores : - Benchmark: IBA Great British Pound Interbank LIBOR 3 Months Delayed

Excess Information Wins - m Excess
Organization Product Name Return % Ratio Losses % | HitRate % | Drawdown Strength Risk % Currency
1 | BlackRock BlackRock Dynamic Diversified Growth Fund 478 107 -0.08 69.44 -0.61 063 445 GBP
2 |LGT VestraLLP LGT Vestra Cautious 509 131 0.21 66.67 -0.77 0.60 388 GBP
3 | SYZ Asset Management OYSTER Absolute Return GBP 187 075 012 5833 -1.80 0.23 248 GBP

CAMRADATA.COM



Section 7: 29: CAMRADATA IQ - Cash + 3% to 5% - 3 Years

Data size: 57 products

Three Year Returns to Jun 2019
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. Information Wins - m Excess
Organization Product Name Return % Ratio Losses % | HitRate % | Drawdown Strength Risk % Currency
1 |Legal & General Investment Management Dynamic Diversified Fund 762 140 034 66.67 -0.58 081 543 GBP
2 | Sanlam Investments UK Sanlam Multi-Strategy Fund 598 151 045 63.89 -0.25 078 397 GBP
3 | AB (AllianceBernstein) Dynamic Diversified Beta 854 117 0.4 63.89 -0.64 074 7.31 GBP
4 | Threadneedle Asset Manag t Ltd Threadneedle Pensions Multi Asset Fund (TPNMAF) 6.90 121 0.20 66.67 -0.62 0.74 568 GBP
5 | LGT Capital Partners LGT Crown Multi-Alternatives 438 160 0.05 7222 015 072 274 GBP
6 | Newton Investment Management Newton Multi-Asset Diversified Return Fund Share Class 2 6.88 137 045 63.89 -0.90 0.72 503 GBP
7 | Aberdeen Standard Investments Aberdeen Diversified Growth Fund 527 136 0.36 63.89 -0.69 070 387 GBP
8 |LGTVestrallP LGT Vestra Growth 859 119 0.02 69.44 -0.89 0.68 722 GBP
9 | State Street Global Advisors Limited MPF Dynamic Diversified Sub-Fund 579 123 018 66.67 -0.81 068 469 GBP
10 | J.P. Morgan Asset Management JPMorgan Life Diversified Growth Fund 7.26 121 -0.29 75.00 -0.85 0.67 6.02 GBP
11| Janus Henderson Investors Diversified Growth composite 541 117 014 66.67 -0.88 063 463 GBP
12 | Fidelity International Fidelity Diversified Markets Fund 6.76 112 -0.04 69.44 -0.72 063 6.02 GBP
13 | BlackRock Market Advantage Strategy Fund (MASF) 7.52 115 0.30 66.67 -125 0.62 6.53 GBP
14 | Baillie Gifford & Co. Baillie Gifford Multi Asset Growth Fund 586 132 0.50 611 -129 061 444 GBP
15 | Gatemore Capital Management LLP Multi-Asset Fund 510 116 0.00 69.44 -078 0.59 438 GBP
16 | Psigma Investment Management Psigma Balanced Strategy 550 116 040 611 -0.94 058 476 GBP
17 | AQR Capital Management AOQR Global Risk Premium Strategy 8.34 106 0.01 69.44 -118 0.58 7.86 GBP
18 | EFG Asset Management Limited New Capital Strategic Portfolio UCITS Fund (GBP) 8.4 087 -130 77.78 -0.84 058 9565 GBP
19 | River and Mercantile Group River and Mercantile Dynamic Asset Allocation 649 1.04 -0.20 7222 -091 0.56 6.26 GBP
20 | M&G Investments M&G Episode Allocation 758 108 -0.32 7222 -120 0.54 7.00 GBP
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Section 7: 30: CAMRADATAIQ - Cash + 5% to 7% - 3 Years

Data size: 13 products

Three Year Returns to Jun 2019

Three Year Relative Risk Return to Jun 2019
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Excess Information Wins - Excess
Organization Product Name Return % Ratio Losses % [ HitRate% | Drawdown Strength Risk% | Currency
1 |Invesco Ltd. Invesco Balanced-Risk Allocation Composite 7.20 084 0.06 63.89 -0.52 0.74 8.60 GBP
2 | Psigma Investment Management Psigma Managed Portfolio Service Growth 678 113 0.46 611 -0.95 0.74 598 GBP
3 | Fidelity International Fidelity Investment Funds Diversified Growth Fund 598 100 0.03 66.67 -0.68 073 6.00 GBP
4 | LGT Vestra LLP LGT Vestra Adventurous 941 107 -0.13 69.44 -0.83 0.73 878 GBP
5 | Nordea Asset Management Stable Return Composite (GBP) 174 041 -0.02 5833 -0.67 041 424 GBP
6 |Aberdeen Standard Investments Global Absolute Return Strategies Fund - Unit Trust 152 042 -0.02 5833 -163 024 364 GBP
7 | AQR Capital Management AQR Systematic Total Return Strategy -361 -0.45 -0.55 50.00 -229 013 8.03 GBP
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Section 7: Performance Tables

31: Performance - Cash + <3%

32: Performance - Cash + 3% to 5%

30 June 2019 GBP
Manager/Fund 3 Years 1Year 3 Months
Ranked by performance over 3 years % Rank % Rank % Rank
(Median of Universe) 49 3625 214

LGT Vestra / LGT Vestra Cautious 58 m 302 5 277 m
BlackRock / BlackRock Dynamic Diversified Growth Fund 5.29 )] 472 m 217 (3
LGT Vestra / LGT Vestra Defensive 503 (3 327 (4) 2.52 2
BlackRock / BIJF Dynamic Diversified Growth Fund 477 (4 398 (3 182 (5)
BlackRock / DC Diversified Growth Fund 434 5 402 2 173 (6)
SYZ AM / OYSTER Absolute Return GBP 2.4 (6) 2.4 (6) PAll (4)

30 June 2019 GBP
Manager/Fund 3 Years 1Year 3 Months
Ranked by performance over 3 years % Rank % Rank % Rank
(Median of Universe) 523 266 192

LGT Vestra / LGT Vestra Growth 9.07 m 2.58 (32) 469 (4)
AB (AllianceBernstein) / Dynamic Diversified Beta 9.02 )] 505 (12) 375 (D)}
EFGAM / New Capital Strategic Portfolio UCITS Fund (GBP) 889 3) 222 (36) 177 (34)
AOQR Capital / AQR Global Risk Premium Strategy 8.82 4 1.94 U] 582 0]
Legal & General / Dynamic Diversified Fund 8 (5) 8.33 (5) 376 9)
M&G / M&G Episode Allocation 8.07 (6) 2.06 (38) 178 (33)
BlackRock / Market Advantage Strategy Fund (MASF) 8.01 7 10.01 @ 463 5)]
JPMAM / JPMorgan Life Diversified Growth Fund 7.75 (8 464 19 2.7 @n
Threadneedle / Threadneedle Pensions Multi Asset Fund 74 9) 53 an 37 (m
Newton / Newton Multi-Asset Diversified Return Fund Share 737 [(0)] 404 (24) 283 (18)
Fidelity / Fidelity Diversified Markets Fund 7.25 m 69 ] 498 3
LGT Vestra / LGT Vestra Balanced 713 12) 233 (34 387 (8)
River and Mercantile / River and Mercantile Dynamic Asset 6.99 13 44 (2n 195 (30)
AQR Capital / AQR Global Risk Premium Strategy (GBP) 6.65 (14) 918 (4) 513 )
Sanlam Investments / Sanlam Multi-Strategy Fund 648 15 493 14 2.37 (26)
Threadneedle / Threadneedle Global Multi Asset Income 6.36 (16) 502 (13 36 12)
Baillie Gifford / Baillie Gifford Multi Asset Growth Fund 6.36 (16) 436 (22) 189 (31
SSGA Ltd / MPF Dynamic Diversified Sub-Fund 629 (18 384 (25 121 (45)
Psigma / Psigma Balanced Strategy 6.01 (19) 337 27 2.81 (19
Janus Henderson / Diversified Growth composite 592 (20) 441 (20) 355 (13)
Baillie Gifford / Baillie Gifford Diversified Growth Fund 5.84 (20 363 (26) 154 (37
Janus Henderson / Janus Henderson Diversified Growth 579 (22) 431 (23) 347 (14)
Aberdeen Standard Investments / Aberdeen Diversified 578 (23) 21 (37) 153 (38)
Aberdeen Standard Investments / ASI Diversified Income 575 (24) 231 (35) 17 (36)
Gatemore / Multi-Asset Fund 561 (25) 165 (40) 13 (43)
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Section 7: Performance Tables

33: Performance - Cash + 5% to 7%

30 June 2019 GBP
Manager/Fund 3 Years 1Year 3 Months
Ranked by performance over 3 years %  Rank %  Rank %  Rank
(Median of Universe) 523 3185 188

Invesco / Invesco Balanced-Risk Allocation Composite 7.69 0] 895 0] 493 m
Psigma / Psigma Managed Portfolio Service Growth 727 @] 321 (6) 312 (3
Fidelity / Fidelity Investment Funds Diversified Growth Fund ~ 6.48 (3 6.05 3) 491 @
Invesco / Invesco Balanced Risk 18 Fund (UK) 612 4 316 v 2.09 (4
Invesco / Invesco Balanced-Risk Allocation Composite - GBF 6.2 (4) 316 7 2.09 (4)
Invesco / Invesco Balanced Risk 8 Fund (UK) 523 (6) 3n 9 188 (6)
Invesco / Invesco Balanced-Risk Allocation Composite - GBF  5.23 (8 31 9 1.88 ®)
Nordea Asset Management / Stable Return Composite 229 (8 6.18 )] 0.92 ()]
Aberdeen Standard Investments / Global Absolute Return 207 (9 333 (4) 164 (9)
Aberdeen Standard Investments / Global Absolute Return 207 (9 333 (4) 164 9
AQR Capital / AQR Systematic Total Return Strategy =301 an -69 am -2.62 12
AQR Capital / AQR Style Premia Strategy =371 (2] -14.23 (12) -5.89 13)
Amundi / Amundi Funds Il - Multi-Strategy Growth - | GBP (3 18 (8)
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Section 8: Fees

34: Fees - All DGF 35: Fees - DGF over 3 years track record

Fee %
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Cash +>3% <5%

Cash +>5% <7%
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Fee %
©
(o))

|

T

All DGF's Cash +<3% Cash +>3% <5% Cash +>5% <7%

Asset management fees are typically based on a percentage of assets under management.

Whilst management fee structures vary from asset manager to asset manager, most tend to have a tier based
approach charging percentages for different amounts. Some may also put in place a minimum investment
amount or indeed a minimum fee.

However, for the purposed of the analysis shown here we are only looking at the First Tier percentage fee the
asset managers are charging.

Please note asset managers will charge lower percentages for assets they manage above the first tier amount
but these are not shown here.
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Funds-Europe.com is the leading online information source for the cross-border funds business spanning Ucits,
alternative investment funds and ETFs. In addition to the latest news and features, visitors can also access a full
archive of previous Funds Europe articles plus white papers, surveys, webinars and research.

Funds-Europe.com provides you with the opportunity to engage with more than 50,000 visitors per month accessing
10,000 pages of funds related information, updated daily with the latest funds related stories. With Funds-Europe.
com you can utilise this to grow your brand, generate high quality thought leadership content as well as engage with
new and existing clients including the potential to data-capture contact details.

Funds-Europe.com connects the funds industry with thought leaders via online, mobile, daily e-newsletter
and social media enabling you to target your precise geographic audience and create the perfect campaign.

Engaging Thought Leadership for Thought Leaders
www.fund-europe.com
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