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QUARTERLY HIGHLIGHTS 

Performance: The Fund delivered a positive return but underperformed its comparative index. 

The main driver of underperformance was the market rotation away from ‘bond-like’ equities 

into more cyclical areas in which the Fund is underweight. Detractors included tobacco 

companies Reynolds American and Philip Morris, as well as Eversource Energy and CMS 

Energy. A number of the Fund’s holdings in the health-care sector, including Sanofi, Novartis 

and Roche, also suffered. Several of the Fund’s technology holdings made a significant positive 

contribution, including Microsoft, Maxim and Cisco Systems. Financials holdings Principal 

Financial Group and Western Union, casino operator Las Vegas Sands and Norwegian 

conglomerate Orkla were also strong. 

 
Activity: We have gradually begun to rotate the Fund’s holdings away from more defensive 

equities and into more economically sensitive exposure. We took a new position in Adecco, the 

Swiss staffing company which provides personnel and recruitment service. We sold US food 

distributor Sysco. We sold the holding in US tobacco company Altria and used some of the 

proceeds to add to the position in Japan Tobacco. 

 
Outlook and Strategy: Aside from failing to tackle deep-seated structural issues, including 

growing debt burdens, adverse demographics and disruption brought about by rapid 

technological change, we believe monetary authorities have caused a raft of side effects. There is 

growing risk that policymakers contribute to a cocktail of economic and political ills that herald 

much greater volatility in financial markets than investors have been accustomed to in recent 

times. We continue to focus upon companies that can sustain and grow their businesses 

without the requirement either for central-bank benevolence or a generalised improvement in 

demand. Such companies tend to exhibit the characteristics – solid cash flow, a robust balance 

sheet and pricing power – which we believe are critical in an uncertain economic and 

investment environment. 

 

CUMULATIVE PERFORMANCE 

 
Source: Newton. As at 30 Sep 2016.  
Performance: Calculated close of business pricing. 

PERFORMANCE (%) 

 3 month returns to  Annualised returns 

 Dec-15 Mar-16 Jun-16 Sep-16 1 yr. 3 yr. 5 yr. 10 yr. Since 
Incep. 

Fund 9.3 8.7 11.2 4.8 38.5 17.0 16.5 12.0 12.2 

C. Index 8.2 3.0 8.7 8.3 31.2 14.0 15.7 8.8 9.3 

Relative 1.1 5.7 2.4 -3.5 7.3 3.0 0.8 3.2 2.9 

        
 Source: BNY Mellon Analytical Solutions CAPS where available, else Newton. As at 30 September 2016. 
Performance: Calculated using close of business pricing. Calculated as total return, income reinvested, gross of fees, in 
GBP. 
Performance data is rounded to one decimal place. Relative return may not reconcile due to rounding. Performance 
shown is that of the institutional share class launched August 2006. 
Unit price returns are independently valued and may therefore differ from the attribution analysis which is based on 
internal calculations. 
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INVESTMENT PHILOSOPHY 

Newton follows a distinct global thematic investment approach and 

conducts extensive proprietary research. 

INVESTMENT OBJECTIVE 

The objective of the Fund is to achieve increasing annual 

distributions together with long-term capital growth from investing 

predominantly in global securities. 

PERFORMANCE AIM 

To outperform the FTSE World Index by over 2% p.a. over rolling 

five year periods. The FTSE World Index is used for comparison 

purposes in the analysis. 

GENERAL INFORMATION 

Fund type  ICVC

Fund domicile UK

Comparative index FTSE W World (£)

Types of Shares/units Accumulation/Income

Base Currency GBP

Fund Manager Nick Clay

Alternate Terry Coles

Fund size (million) 5,458.76

Number of Holdings 49

Fund Launch 30 Nov 2005

Distribution dates 28 Feb, 31 May, 31 Aug, 30 Nov

    

FUND STATISTICS 

 Index Fund 

Active Share - 90.42 

12 Month Turnover - 20.96 

3 Month Turnover - 6.68 

Sharpe ratio (annualised) - 1.54 

Alpha (annualised) - 3.85 

Information ratio (annualised) - 0.53 

Beta - 0.94 

Ex post tracking error - 5.65 

Volatility 9.70 10.69 

Yield 2.57 2.94 

   Risk statistics calculated on a rolling 3 year basis.  

 

PRICING 

Valuation point: Midday London time 

www.newton.co.uk/pooledprices 

 

CLIENT SERVICE 

Pooled fund client operations 

  t 0844 892 2715 

  f 0844 892 2716 

  e pfco@bnymellon.com 
 

 
 BUSINESS DEVELOPMENT TEAM 

Newton institutional business development team 

  t 020 7163 4549 

  e oliver_fairfull@newton.co.uk 
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ATTRIBUTION BY ASSET CLASS - 3 MONTHS (%) 

Asset Class Fund 
Weight 

C. Index 
Weight 

Fund 
Return 

C. Index
Return

Selection
Effect

Allocation  
Effect 

Net Mgmt
Effect

Equities 96.10 100.00 4.90 8.28 -2.62 -0.33 -2.96

Europe ex UK Equities 22.78 15.49 3.13 9.15 -1.24 0.06 -1.19

Japanese Equities 2.99 8.93 5.83 12.00 -0.15 -0.20 -0.35

North American Equities 47.57 57.70 6.07 7.06 -0.46 0.10 -0.36

Pacific ex Japan Equities 4.05 6.27 9.09 12.30 -0.12 -0.08 -0.20

UK Equities 18.71 6.70 3.42 7.12 -0.66 -0.13 -0.79

Other Equities 0.00 4.91 0.00 9.97 0.00 -0.07 -0.07

Cash 3.90 - - - -0.01 -0.18 -0.19

        

ATTRIBUTION BY SECTOR - 3 MONTH (%) 

Sector Fund 
Weight 

C. Index 
Weight 

Fund 
Return 

C. Index
Return

Selection
Effect

Allocation 
Effect 

Net Mgmt
Effect

Oil & Gas 1.39 6.51 -4.96 5.02 -0.14 0.16 0.01

Basic Materials 0.00 4.67 0.00 12.85 0.00 -0.19 -0.19

Industrials 10.32 12.84 4.58 10.19 -0.52 -0.04 -0.57

Consumer Goods 25.78 14.18 3.55 6.63 -0.75 -0.18 -0.93

Health Care 14.61 11.42 1.09 3.08 -0.32 -0.16 -0.48

Consumer Services 9.36 11.17 7.02 6.54 0.04 0.00 0.04

Telecommunication 3.36 3.43 -1.26 0.71 -0.07 0.01 -0.06

Utilities 7.41 3.36 -1.84 -0.06 -0.14 -0.37 -0.51

Financials 10.00 20.49 11.74 10.52 0.11 -0.22 -0.12

Technology 13.86 11.93 13.39 16.89 -0.43 0.10 -0.33

Cash 3.90 - - - -0.01 -0.18 -0.19

        

ATTRIBUTION BY SECURITY TOP 10 (%) 

Security Net Mgmt Effect
(3 Months)

Microsoft Corp 0.30

Las Vegas Sands Corp 0.28

Orkla ASA 0.25

Principal Financial Group 0.17

Maxim Integrated Products 0.13

Cisco Systems Inc 0.13

Exxon Mobil Corp 0.12

Western Union Co 0.11

Bristol-Myers Squibb Co 0.11

General Electric Co 0.08

  
 

ATTRIBUTION BY SECURITY BOTTOM 10 (%) 

Security Net Mgmt Effect 
(3 Months) 

Reynolds American Inc -0.53 
Eversource Energy -0.30 
CMS Energy Corp -0.29 
Sanofi -0.27 
Novartis AG -0.24 
Roche Holdings AG -0.22 
Philip Morris Intnl Inc -0.21 
Apple Inc -0.20 
McDonald's Corp -0.17 
Vodafone Group PLC -0.15 

  
 

TOP 10 HOLDINGS (%) 

Security Fund
Weight

Microsoft Corp 5.54

Procter & Gamble Co 4.01

Cisco Systems Inc 3.23

Western Union Co 3.17

Diageo PLC 3.08

Novartis AG 3.07

Japan Tobacco Inc 2.99

CA Inc 2.88

Philip Morris Intnl Inc 2.83

Merck & Co Inc (New) 2.79

  
 

ACTIVE POSITIONS TOP 10 OVERWEIGHT (%) 

Security Fund
Weight

Relative
Weight

Microsoft Corp 5.54 4.32

Procter & Gamble Co 4.01 3.34

Western Union Co 3.17 3.14

Diageo PLC 3.08 2.88

Japan Tobacco Inc 2.99 2.85

CA Inc 2.88 2.85

Cisco Systems Inc 3.23 2.78

Reynolds American Inc 2.76 2.65

Novartis AG 3.07 2.55

Orkla ASA 2.48 2.46

   
 

ACTIVE POSITIONS TOP 10 UNDERWEIGHT (%) 

Security Fund 
Weight 

Relative
Weight

Apple Inc - -1.70

Alphabet Inc - -1.29

Exxon Mobil Corp - -1.02

Amazon.Com Inc - -0.90

Facebook Class A - -0.79

Berkshire Hathaway Inc - -0.76

General Electric Co - -0.74

AT&T Inc - -0.70

JPMorgan Chase & Co - -0.67

Wells Fargo & Co - -0.63
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Performance commentary 

Global equity indices maintained the momentum gained at the 

end of the prior quarter, delivering strong positive returns as 

investors chose to turn a blind eye to manifold macroeconomic 

and geopolitical challenges. Such issues were overshadowed by the 

focus on monetary policy, which once again proved supportive of 

risk assets. 

Several new monetary initiatives were launched during the review 

period. In the UK, the Bank of England held true to its earlier 

promise to ease monetary conditions in the wake of June's Brexit 

vote by delivering a 0.25% cut in interest rates, accompanied by a 

£60bn increase in quantitative easing. In Asia, the Bank of Japan 

delved deeper into its monetary toolkit as it announced that it 

was seeking to control the shape of the Japanese yield curve by 

setting specific targets for long-term bond yields. However, the 

outlook for US monetary policy remained the principal 

preoccupation for global investors. After much debate, 

contradictory policymaker rhetoric and an anticipatory back up 

in government bond yields, the patchy nature of recent US 

economic releases ultimately ensured that US interest rates 

remained unchanged, an outcome that was naturally well received 

by financial markets. 

Against this backdrop, the Fund delivered a positive return but 

underperformed its comparative index. However, this follows 

four consecutive quarters of outperformance, and the Fund 

remains comfortably ahead of the index year to date. 

The main driver of underperformance was the market rotation 

away from more defensive 'bond-like' equities in the utilities and 

consumer sectors and into more cyclical areas in which the Fund 

is underweight, such as emerging markets and basic materials. 

Stock-specific detractors included tobacco companies Reynolds 

American and Philip Morris, and US utilities Eversource Energy 

and CMS Energy. 

A number of the Fund's holdings in the health-care sector, 

including Sanofi, Novartis and Roche, also suffered as a result of 

continuing uncertainty surrounding the US presidential election, 

with candidate Hillary Clinton reiterating her intention to tackle 

drug-price inflation. 

Technology was the top-performing sector over the quarter, 

benefiting from greater investor interest in economically sensitive 

exposure, and a number of the Fund's holdings made a significant 

positive contribution to performance. These included software 

giant Microsoft, diversified analogue semiconductor 

manufacturer Maxim, and Cisco Systems, the provider of 

switching and routing equipment and software for IT networks. 

However, not being able to hold technology stocks Apple, 

Alphabet and Amazon was detrimental to relative performance. 

These companies again performed strongly, but cannot be held 

by the Fund as they do not meet its yield criteria. 

While the Fund's significant underweight in financials was 

slightly detrimental to relative performance as the sector fared 

relatively well, the void in banking stocks was helpful towards the 

end of the quarter as a number of major banking names came 

under pressure from continued regulatory impacts, the burden of 

increased capital requirements and the ongoing downward 

pressure on interest rates in Japan and Europe. In addition, the 

holdings in US retirement investment solutions provider 

Principal Financial Group and money transfer service Western 

Union were among the Fund's top performers over the quarter. 

Casino operator Las Vegas Sands was a standout performer on the 

news that its newly opened Parisian Hotel in Macau had been 

granted a new allocation of 100 gaming tables, with a further 50 

over the following two years. Room rates are being priced 

competitively, showing confidence in high occupancy which, 

with the hotel's mass-market focus on mainland tourists, is likely 

to be a significant driver of foot traffic. 

A further positive contributor over the quarter was the Norwegian 

company Orkla. Historically viewed as a conglomerate, the 

company is currently going through a process of restructuring, 

namely selling off its low-margin non-core assets, to leave a 

holding of high-quality consumer brands with leading market 

share. The market is now beginning to recognise the momentum 

in the company's strategic evolution, as margins improve for its 

branded food products, supporting our investment thesis on the 

stock. 

Activity review 

The Fund now consists of 49 holdings, which is the lowest in its 

10-year history. This is reflective of the current fragile and volatile 

environment, which has made finding attractive income 

opportunities more difficult. Against such a backdrop, we believe 

that constructing a portfolio with a focus on asymmetrical returns 

is key. With many companies offering unsustainably high yields, 

we are maintaining a disciplined and patient approach with a 

focus on sustainable business models.   

The persistent low-growth and volatile backdrop had for some 

time led us to be positioned in companies that we perceived as 

'safe' – businesses with solid balance sheets, strong and 

predictable cash flows, and preferable currency earnings exposure. 

While we retain the view that investors will continue to face an 

environment of slow growth, we are now finding that value 

opportunities are presenting themselves in more economically 

sensitive areas. Our repeatable investment process continues to 

highlight attractive businesses that have become depressed for 

temporary reasons, offering a big discount to what they are worth. 

We have therefore gradually begun to rotate the Fund's holdings 

away from more defensive equities and into more economically 

sensitive exposure, with around 5% of the portfolio having 

recently shifted in this direction. 
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In this context, we took a new position in Adecco, the Swiss 

staffing company which provides personnel and recruitment 

services. The shares now trade on a trailing free cash flow of 9%, 

with a well-covered yield of 4.5% in a depressed and out-of-

favour part of the market. Although a proportion of the 

company's revenues come from hiring fees, the majority of its 

income is linked to the wages of the staff it provides to its global 

clients. While wage inflation has recently been lacklustre, with a 

greater share of GDP flowing to capital at the expense of labour, 

there are signs that this trend could reverse, for instance with the 

rise of protectionism in the US and UK and the growing calls for 

minimum wages. 

In addition, following the Fund's recent period of marked 

outperformance, we are slowly and methodically selling the top-

performing stocks that have reached our target prices. One such 

sale during the third quarter was US food distributor Sysco. We 

have also started to reduce the Fund's tobacco holdings, taking 

profits after several of the domestic US-based names saw very 

strong performance during the period around the UK's vote to 

leave the European Union in June. Over the quarter we sold the 

holding in US tobacco company Altria and used some of the 

proceeds to add to the position in Japan Tobacco. With only 

40% of profits derived domestically, Japan Tobacco's valuation 

should converge towards global peer levels, especially given its 

balance-sheet optionality and potential to increase shareholder 

returns further given the scope for a considerably higher payout 

ratio. In Japan there is a lot more room for profit growth and 

further opportunity for price increases. 

Investment strategy and outlook 

The world's leading central banks added some new ingredients to 

the policy mixture over the summer, apparently convinced that it 

is merely the dose they administer, rather than their prescription 

itself, that needs changing. 

In economies and financial markets, however, there are repeated 

signs of resistance to the medicine. Corporate demand for credit 

continues to fall amid a lack of appetite for capital investment, 

and eight years after the global financial crisis the major 

economies are grappling with below-target inflation and 

pedestrian economic activity. 

Aside from failing to tackle the deep-seated structural issues in 

economies, including growing debt burdens, adverse 

demographics and the disruption brought about by rapid 

technological change, we believe monetary authorities have 

caused a raft of side effects. Ultra-loose policy has promoted the 

growth of spare capacity in economies (and thereby put 

downward pressure on prices), crushed returns to savers 

(motivating additional growth-dampening saving to close ensuing 

funding gaps), and fed social and political discontent. 

There is every likelihood that central banks will add further 

ingredients to their medicine; among ideas currently being 

discussed in academic circles are the adoption of a higher 

inflation target,  and the introduction of a cashless society (as a 

means to ensure negative rates cannot be circumvented via the use 

of vaults and mattresses). However, in so doing, there is growing 

risk that policymakers contribute to a cocktail of economic and 

political ills that herald much greater volatility in financial 

markets than investors have been accustomed to in recent times. 

While the 'VIX' volatility index (a popular snapshot of implied 

volatility in the US stock market) has been largely benign over the 

summer, it is worth noting that it was at an all-time low in June 

2015 before equity markets suffered significant losses over the 

quarter that followed. Moreover, as the US Federal Reserve eyes a 

further rise in its headline interest rate in December, it should be 

recalled that its previous attempt to raise rates in December 2015 

was followed by a sustained period of downside volatility early 

this year as the central bank struggled to wean the economy off 

ultra-low interest rates. It was during this period that the Fund 

experienced particularly strong relative performance. 

Against a brittle backdrop, we continue to focus upon the 

securities of companies that can sustain and grow their businesses 

without the requirement either for central-bank benevolence or a 

generalised improvement in demand. Such companies tend to 

exhibit the characteristics – solid cash flow, a robust balance sheet 

and pricing power – which we believe are critical in an uncertain 

economic and investment environment. 
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This is a financial promotion. This document 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 and does not constitute an offer or 
solicitation to invest. 

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. Past or current yields are not indicative of future yields. 

Portfolio holdings 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 this security, country or 

sector. Please note that portfolio holdings and positioning are subject to change without notice. 

The value of overseas securities will be influenced by fluctuations in exchange rates. Where the portfolio is invested in sub-investment grade 

bonds, which typically have a low credit rating and carry a high degree of default risk, please be aware that this may affect the capital value 

of your investment. Compared to more established economies, the value of investments in Emerging Markets may be subject to greater 

volatility due to differences in generally accepted accounting principles or from economic, political instability or less developed market 

practices. A fall in the global emerging markets may have a significant impact on the value of the Fund because it primarily invests in this 

market. Where the portfolio has exposure to hedge funds, gold, private equity and property via publicly quoted transferable securities, there 

are additional risks associated with these sectors. The strategy may hold derivatives. An investment in derivatives may be volatile, but the 

volatility of the strategy is not expected to be any greater than that of the underlying stock and fixed-income markets. 

Where a comparative index is used for a strategy, the strategy does not aim to replicate either the composition or the performance of the 

comparative index. Except where specifically noted, 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. 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. In the UK, this document is issued by Newton Investment Management Limited ("NIM"). 

Fund performance is calculated using close of business day prices as at month end, and is for illustrative purposes only. It is not calculated 

on a net asset value (NAV) to NAV basis. Performance is stated gross of management fees and is based on a share class available for UK 

entities with a certain tax-exempt status that may not be available to all investors. Total returns include the reinvestment of income. The 

last distribution may be an estimate and this may cause previously published returns to be revised. 

The Fund may not be registered for sale in all markets. 

The Newton Global Income is a sub-fund of BNY Mellon Investment Funds, an investment company with variable capital (ICVC) 

incorporated in England and Wales under registered number IC27 and authorised by the Financial Conduct Authority. ICVC investments 

should not be regarded as short-term and should normally be held for at least five years. For a full list of risks applicable to this Fund, 

please refer to the Prospectus. 

The investment advisor of this Fund is NIM. NIM is ultimately owned by The Bank of New York Mellon Corporation. BNY Mellon is 

the corporate brand of The Bank of New York Mellon Corporation and may also be used as a generic term to reference the corporation 

itself or its various subsidiaries. BNY Mellon Fund Managers Limited (BNY MFM) is the Authorised Corporate Director of BNY Mellon 

Investment Funds. 

NIM and BNY MFM are authorised and regulated by the Financial Conduct Authority. Registered office for NIM and BNY MFM: 160 

Queen Victoria Street, London EC4V 4LA. Registered in England No. 1371973 (NIM) and No. 1998251 (BNY MFM). 


