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Transcription 

Performance commentary  
The third quarter of 2018 saw strong performance from US equities against flat or weaker equity 

markets in other regions, as Donald Trump’s rhetoric about trade wars intensified. Economic data 

continues to remain robust in the US, benefiting from the tax cuts and fiscal spending announced 

last year. This has led to continued strong sentiment in small and medium-sized businesses and 

robust wage growth.  

 

Overall returns were dominated by the Fund’s exposure to alternatives. With John Laing 

Infrastructure being the subject of a takeover bid, the shares rose sharply, as did those of the wider 

infrastructure sector. Renewables were a further positive, and the quarter also saw a good start 

from the Fund’s new addition Hipgnosis Songs Fund, which provides exposure to the cash flows 

from music royalty streams, benefiting from the growth in music streaming services such as Spotify 

and Apple Music. The performance of the alternatives exposure was only tempered by the 

unfortunate events in Italy with the collapse of the Genoa bridge, which is owned by economic 

infrastructure company Atlantia, which was down heavily on the news.  

 

Within equities there was strong performance from technology and health care over the quarter, 

with Apple performing particularly well alongside Microsoft and Taiwanese semiconductor business 

TSMC. This was offset by some of the other semiconductor manufacturers, Applied Materials and 

Infineon, after concerns that the industry cycle is turning led to weakness. However, we continue to 

believe in the structural growth opportunity for both companies over the longer term. Within 

health care, Hikma Pharmaceuticals contributed strongly to performance as there was relief that 

pricing of generic pharmaceutical drugs appeared to be bottoming out, and we reduced the position 

after strong performance. With Asian and emerging markets underperforming North America, the 

Fund’s performance was hindered by its higher weighting to these regions. However, we have 

confidence that the companies it is exposed to are well placed for the coming years and should 

benefit from more attractive population dynamics.  

 

Activity review  

We initiated a position in General Electric during the quarter after the company’s share price fell 

dramatically over the last 12 months. A number of its end markets have been in a prolonged 

downturn but we believe it is a good company with a great core business and that its end markets 

will eventually recover. We also introduced a position in the oil & gas services sector which has 

experienced a prolonged period of underinvestment. US industry bellwether Schlumberger is the 

world’s largest oil services company with a world-class technology offering and technical and 

intellectual expertise to optimise oil & gas recovery for its clients. 



 
 

 

 

On the other side we exited the position in offshore wind-farm specialist Orsted. While we continue 

to like its long-term prospects, we believed much of the medium-term prospects had been priced in 

after a revaluation. We also moderated the position in Greencoat UK Wind after strong 

performance.   

 

Within bonds we sold the holding in New Zealand local government bonds and replaced them with 

those of New South Wales in Australia. With interest rates having risen sufficiently we are beginning 

to find pockets of opportunity in bond markets and have been adding at the margin as we believe 

the Fund will benefit from the increased diversification that bonds bring to the portfolio.  

 

Investment strategy and outlook 
Over the coming months Brexit negotiations may result in swings in the value of the pound, but it is 

important to keep in sight that the UK makes up only 3% of global GDP so will have limited impact 

on the overall global economy. More important will be a conclusion to the trade wars between the 

US and China. While the countries currently appear to be at loggerheads, we believe we could see 

an agreement by early next year, potentially leading to a rebound in Asia and other emerging 

markets.  

 

We continue to follow our investment process of searching for sustainable income through a focus 

on the underlying cash flows of the companies and securities we invest in. With this focus, we seek 

to ensure that the capital will look after itself over the longer term. We believe such an approach 

should help us to meet our objective of providing not only an attractive and growing income, but 

also an attractive total return over the cycle.  

This video was filmed on 5 October 2018. 

Past performance is not a guide to future performance. Your capital may be at risk. The value of 

investments and the income from them can fall as well as rise and investors may not get back the 

original amount invested. You should read the Prospectus and the Key Investor Information 

Document (KIID) for each fund in which you want to invest. The Prospectus and KIID can be found 

at www.bnymellonim.com. 

Key investment risks 

• Objective/performance risk: There is no guarantee that the Fund will achieve its objectives.  

• Currency risk: This Fund invests in international markets which means it is exposed to changes in 

currency rates which could affect the value of the Fund.  

• Derivatives risk: Derivatives are highly sensitive to changes in the value of the asset from which 

their value is derived. A small movement in the value of the underlying asset can cause a large 

movement in the value of the derivative. This can increase the sizes of losses and gains, causing 

the value of your investment to fluctuate. When using derivatives, the Fund can lose significantly 

more than the amount it has invested in derivatives.  

• Changes in interest rates & inflation risk: Investments in bonds/money market securities are 

affected by interest rates and inflation trends which may negatively affect the value of the Fund. 



 
 

 

• Credit ratings and unrated securities risk: Bonds with a low credit rating or unrated bonds have 

a greater risk of default. These investments may negatively affect the value of the Fund. 

• Credit risk: The issuer of a security held by the Fund may not pay income or repay capital to the 

Fund when due. 

• Emerging-markets risk: Emerging markets have additional risks due to less-developed market 

practices.  

• Charges to capital: The Fund takes its charges from the capital of the Fund. Investors should be 

aware that this has the effect of lowering the capital value of your investment and limiting the 

potential for future capital growth. On redemption, you may not receive back the full amount 

you initially invested. 

• Counterparty risk: The insolvency of any institutions providing services such as custody of assets 

or acting as a counterparty to derivatives or other contractual arrangements, may expose the 

Fund to financial loss.  

 

Investment performance 
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Newton Multi-Asset 

Income Fund 
3.68 12.17 21.81 N/A N/A 

Performance is stated gross of management fees. The impact of management fees can be material. 

A fee schedule providing further detail is available on request.  

Source: Newton, close of business prices, total return, income reinvested, gross of fees, in GBP, 30 September 2018. 

 

Important information 

This is a financial promotion. This video is for professional investors only. These opinions should not 

be construed as investment or any other advice and are subject to change. This document is for 

information purposes only. Portfolio holdings and positioning are subject to change at any time 

without notice and should not be construed as investment recommendations. Any reference to a 

specific security, country or sector should not be construed as a recommendation to buy or sell 

investments in those countries or sectors. In the UK, this document is issued by Newton Investment 

Management Limited, The Bank of New York Mellon Centre, 160 Queen Victoria Street, London, 

EC4V 4LA. Registered in England No. 01371973. Newton Investment Management is authorised and 

regulated by the Financial Conduct Authority. 


