TWO NEW LOWER RISK 7o

MULTI-ASSET
PORTFOLIOS .

WITH WORLD CLASS TALENT

A guide to SVM’s two new multi-asset fund of funds
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A MULTI-ASSET APPROACH ISA
GOOD DEFENSIVE STRATEGY.

In the current volatility, holding a spread of assets is one of the best ways to protect your clients’ returns. But investors need
more than a simple spread of equities, property and bonds.A portfolio of these three assets would have done little to protect
their money in 2007.At SVM, we create more defensive portfolios by including less correlated assets such as regulated hedge
funds, private equity and other specialist closed end funds.This approach sets us apart from most fund of fund managers and
the result is portfolios that invest globally and provide smoother long-term outperformance for investors.

How will the new funds be run?

Due to intermediary demand, we are now adding two new lower-risk
funds to the range to bring the benefits of our unique process within
reach of the more cautious investor.

The SVM Cautious Managed Fund will hold around 40% in fixed
interest and cash and will compete in the IMA Cautious Managed Sector.

The SVM Balanced Managed Fund will have a lower fixed interest/

cash weighting of around 15% and will fit within the IMA Balanced
Managed Sector.

For both funds, the fixed interest and cash element will be actively
managed to ensure every part of the portfolio is working hard to
generate returns with the remainder managed according to our proven
multi-asset investment process. Investments in both funds will comply

with the investment objectives and policies described in the Prospectus.

An established track record

A At SVM we have managed multi-asset funds of investment funds according to our
Why use a bOUthue unique, proprietary process for nearly 17 years. It has proved effective in both
fund manager? rising and falling markets, protecting investors’ money throughout the market
cycle. At SVM, we have an absolute return mindset and hate to lose investors’

Over the past few years, investors have money, whatever the wider market conditions.

increasingly been realising the value of
investing with boutique fund
management groups.

The investment trust, SYM Global Fund

plc, routinely trades at a premium. It has

outperformed the FTSE World Index for each
of the last five years and has delivered a total return of 770% compared with just 146%
from the index. The SVM Global Opportunities Fund was launched in May 2006 to
deliver the same successful formula in an open-ended fund format. Since launch it has
delivered 14.8% versus 2.8% from the Global Growth sector average.

Unlike larger fund groups, fund managers
in a boutique will usually have large
holdings in the business and their own

funds: their interests are perfectly aligned

with those of the investors in the funds

they manage. Boutiques do not have large

investment committees to slow up the Meet the fund managers

investment process and force consensus-

&

based decision-making. Colin McLean (above right) and Donald Robertson (above left) co-founded SVM in 1990 and

have a long-standing track record of co-managing SVM Global Fund plc, from its launch the

Our managers can be flexible and make following year. McLean was previously head of investment at two major life assurers before

decisions quickly. Market mood can
change quickly and it is important to be

able to respond easily and effectively.

-

becoming managing director of Templeton’s International European operations. Robertson is a
qualified accountant with over 20 years investment experience. He was previously at Ivory and
Sime.They also co-manage the SVM Global Opportunities Fund.




What is the investment approach? (ex cash & bonds)

McLean and Robertson take a contrarian view on markets. They believe they get the best

price and liquidity when sentiment is running against a sector.

This contrarian approach is magnified by the use of investment trusts. At any one time,
around 80% of this part of the portfolio may be made up of investment trusts. Investment
trusts will magnify stockmarket sentiment, because the discount on the trust will widen
when sentiment is running against a sector and vice versa.We look for proven, locally-
based managers with a pragmatic approach. SVM seeks managers incentivised for

absolute performance and preferrably who hold stakes in their own fund.

How do the managers approach sector and
fund selection?

The managers divide the fund into defensive and growth elements. The defensive
portion will be invested in areas that do not move in line with the stockmarket.
These may be absolute return products such as hedge funds, or assets that are only
loosely correlated to equity or bond markets such as private equity, all of which
are permitted by the funds’ investment powers.The growth portion is focused on
long-term growth.These are the
areas that, in the managers’ view,
will deliver the best returns over
the next 5-10 years. For example,
the BRIC economies (Brazil, Russia, India,
China) are likely to be the next generation of superpowers and as such, have been an

excellent source of returns for investors over the past few years.

What protects the portfolio?

The defensive side of its portfolio is made up of permitted investments in hedge assets,
private equity and property.We consider these assets defensive because they do not require
positive performance from the stockmarket to give positive returns, so they can generate

returns for investors even in falling markets and therefore protect the wider portfolio.

The hedge assets in the Global Opportunities, Cautious and
Balanced funds may include traded endowment funds, forestry
funds, structured debt funds, plus some regulated hedge
vehicles. These funds tend to be run with an absolute return
focus.Among the larger holdings in the Global Opportunities
Fund are the Ceres Agricultural, the Saltus European Debt
Strategy and KGR Absolute return funds.

A huge amount of money has flowed into private equity
in recent years and the sector has generated a lot of
headlines. Private equity capital used to be seen only
in smaller companies. Now private equity buyers may
compete with other trade buyers to take over FTSE
100 companies.The typical model has been to buy a
company, restructure it and then sell it on via a flotation
or trade sale. Private equity relies on access to capital
and therefore deal flow has slowed during the recent
credit crunch, when lending became more difficult.
McLean and Robertson still like this area because it
offers returns uncorrelated to traditional equity and
bond markets, but they have had to be select in their
exposure. Experience has shown that these funds may often do badly in

the early years. Capital raised may sit as cash while the managers look for deals; often the

Where can it fitin a
portfolio?

The asset allocation and risk
management characteristics of the new
Cautious and Balanced Managed funds
are ideally suited to sit at the heart of

an investors portfolio as a core holding.

They are fully diversified, offering access
to a range of assets and should provide
a steady long-term outperformance with

relatively low risk.

The exposure to permitted alternatives
within the fund means that risk is lower.
Modern portfolio theory suggests that
diversification across different asset

classes reduces overall portfolio risk.

These need to be the right types of

asset class.As the past year has shown, a
spread of equity, bonds and property
may not be enough to protect your
clients’ portfolios. Investors can rest
assured they are buying into a tried-and-
tested process that has weathered bull
and bear markets.






