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Introduction 
This review assesses the performance of the Balanced Fund since inception against its key 

investment objectives of return, volatility of return and income.  

Purpose and Objectives 

Purpose 

The Fund’s purpose is to provide a balanced and well-diversified investment portfolio for charities 

that do not have the scale to access all the underlying asset classes or to receive tailored investment 

advice. It is designed for investors who seek a balance between income and capital growth, have an 

investment time horizon of at least five years, and seek a tax-effective investment.  

Investment Objective 

The Fund seeks to generate a return that tracks the weighted average return of the benchmarks of 

the underlying Trust Management Group Investment Funds into which the Fund invests, in 

proportion to the strategic asset allocation of the Fund, before taking into account fees and 

expenses. 

The risk level of the Fund is moderate, with a balance of investments across growth assets and 

income assets, and therefore significant exposures to shares, fixed interest and property.       

The Fund seeks to generate regular quarterly income for distribution to investors. A significant 

proportion of the long-term return of the Fund consists of income. It is intended that the level of 

distribution is kept relatively stable. 

Strategic Asset Allocation 
The strategic asset allocation (SAA) of the Fund is set with the twin objectives of protecting and 

growing the real value of investors’ capital over time and providing a regular, reasonable level of 

income. The Fund’s allocation is designed to have a high level of efficiency, with a high expected 

return in view of the Fund’s level of risk.    

The current strategic asset allocation is shown in the chart below; 
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The strategic weights show an income assets/growth assets split of 68%/32%. The investment in the 

Property Fund is designated an income asset on the basis of the greater part of its returns consisting 

of income. 

 

Investors 

The Fund currently has 83 investors.   

Review of Performance 

Returns 

From its inception in May 2006 to September 2015, the Fund’s average annual (net) return to 

investors has been 6.6% per annum gross of fees and expenses, or 5.4% net. This almost 10-year 

period has included the Global Financial Crisis, very low interest rates and (until very recently) 

unusually low market volatility. During this period, NZ’s inflation rate has averaged 2.0% per annum. 

On a calendar year basis, the (gross) returns, split by income and capital, have been as shown below. 
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Income 

Distributions from the Fund are quarterly and have averaged 4.4% per annum since inception. This 

income flow has been quite consistent (as shown in the chart above). The distributions have been 

particularly pleasing in the current low interest rate environment where finding income from 

investments can be challenging. In all periods since inception, expect two, the distribution over the 

twelve months has exceeded 4%.  

Capital Gain 

Since inception the Fund has generated a total capital gain of 9.5%, or 1.1% per annum. This is lower 

than the 2.0% inflation rate over the period, so that investors’ capital in real terms has been slightly 

eroded. This is mainly due to the poor capital returns during the Global Financial Crisis. For the last 

three year and five year periods capital returns per annum have been 4.7% and 3.8% respectively. 

Volatility 

The volatility of the Fund has been a very low 3.5% since inception. This is only marginally higher 

than would be expected in a Fixed Interest portfolio and is a result of three factors: the 

diversification benefits of a balanced asset allocation, the low volatility of the Property Fund, and the 

highly diversified International Share and International Bond portfolios. 

While the risk of most “balanced” funds would be expected to be moderate, the Fund’s volatility is 

somewhat lower than this, and could be termed “low to moderate”.    

Performance Summary 

The gross return of 6.6% per annum since inception has been very satisfactory considering the Fund 

commenced shortly before the Global Financial Crisis. The Fund returns over the past three years 
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(8.5% p.a.) and five years (8.1% p.a.) returns have been particularly pleasing considering the low 

level of volatility.  

The volatility of the Fund has been surprisingly low at 3.5%, and as a result the risk-adjusted return 

of the Fund is very attractive. 

The strong and consistent income flow has been the key positive feature of the Fund which is 

consistent with the needs of most investors.  

Summary 
We believe the Fund remains highly suited to investors who require a balanced, highly diversified 

investment portfolio with a strong focus on income. 

The Fund’s investment returns have been good, with a high proportion (close to 80%) of returns 

distributed as income.  

The Fund is highly efficient, in that increasing its expected return is not possible without increasing 

the risk of the portfolio. Equally, a higher income cannot be achieved without impinging on the 

objective of maintaining the value of capital in inflation adjusted terms. 

 


