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Back to the future...

* Review of the past

* Project future returns across the asset classes available to you

e Consider the options for charity portfolios with different risk profiles
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A look at the past



Assets available back in 1900
Excludes land held by charities

Charity portfolios were limited to:

e Cash

* Government bonds

* UK Equities

SARASIN

&PARTNERS



Long-term annualised returns
UK

Average Annual Return (%) UK Equities Inflation

Since 1900 9.3 5.4 4.6 3.7

Last 5 years 7.2 3.9 0.5 1.6

Past performance does not guarantee future returns.
Source: Sarasin & Partners LLP, 2020
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Your investment universe today?

Assets to consider when constructing a diversified portfolio

Core Asset Categories Peripheral Asset Categories

Cash * Private equity
Government bonds « Hedge funds
* Gold

e |Infrastructure

* High yield bonds

Corporate bonds
UK equities

Global Equities

Commercial property

70 — 80% of a charity f
portfolio
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Fine wines
Fast cars

Cryptocurrencies



Risk vs return

The asset universe risk-return characteristics
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Please note this is a diagrammatical chart and does not represent actual risk and return
Source: Sarasin & Partners LLP, 2020.
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Our own time machine — the Endowments strategy

Evolution since 1900
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Source: Sarasin % Partners, 2020
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How has the Endowment strategy performed?

Total Return Inflation ‘Real’ Return
% % %
Since 1900 8.5 3.7 4.6
Last 5 years 9.3 1.6 7.1

Please note: There are no guarantees that projected returns will be achieved.

Source: Sarasin & Partners LLP to 31.12.19. *Historical simulation of Endowment policy over long-term period.
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Distinct periods of ‘feast and famine’

Multi asset portfolio have never produced consistent returns

Source: Sarasin & Partners LLP, 2020
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Total Inflation Real
Decade Return 0 return % Comment

0 % p.a.

% p.a. p.a.
1900s 2.4 1.3 1.1 Bad
1910s 5.0 8.3 -3.0 Very Bad
1920s 5.9 -2.9 9.1 Excellent
1930s 4.2 0.4 3.8 Weak
1940s 5.4 2.8 2.5 Bad
1950s 13.1 4.1 8.6 Excellent
1960s 8.7 3.7 4.9 Average
1970s 12.4 13.1 -0.6 Very Bad
1980s 21.1 6.9 13.2 Excellent
1990s 13.5 35 9.7 Excellent
2000s 2.6 2.3 0.3 Very Bad
2010s 8.9 2.2 6.6 Good
Since 1900 8.5 3.7 4.6 The Average
Forecast 2020's 5.3 2.0 6; The Future: weak? >
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Projecting portfolio returns — by asset class

Fixed Income interest rates and yields to remain lower for longer

* UK Property a real income yield — with some potential for growth in the future as UK economy recovers
* Alternatives diversification, volatility management and reasonable returns
e Equities still expect the highest return — but just not what we have been used to
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Active management of alternatives
The benefits of liquidity

The Sarasin endowments fund has owned an array of alternative investments over time

100%

80%

60%

40%

20%

O% I I I I I
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

B Alternative Income Gold M Convertibles ™ Hedge Funds M Infrastructure Private Equity = H Renewables

Source: Sarasin & Partners LLP, 31.12.20, updated annually
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Selection matters
High spread between performance of managers (2003-2012)

40 I|Bottom Decile [MTop Decile M Spread between best and worst manager  3g 5

30
20

10

-20 -15.9

30 2222
US Gov’t Lg. Cap Core Em. Markets Hedge Funds  Private Equity

Source: Morningstar, 31.12.2012. Please note date range (2003-2012). This chart represents latest data available and has not been updated since 2016.
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Dividend growth is the key driver of equity returns

Decomposition of equity returns
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Data is for period Dec 1994 - Sep 2015 MSCI All Countries World Index. Source: MSCI / Sarasin & Partners
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Close correlation between GDP and dividends
US dividend growth versus US GDP growth
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Source: World Bank / Robert Shiller, 31.12.19

SARASIN

&PARTNERS

16



Summary of asset class projections

The next investment cycle

* Fixed Income 1-2% per annum
* UK Commercial Property 5% per annum

* Alternatives 4.5% per annum
* Equities 6.3% per annum
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Yields to maturity

Initial yield + some capital growth

Starting yield x inflation x income growth
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What choices do you need to make?
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Considerations — the three ‘pots’
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Time frame

Investment objective

Greatest risk

Implementation

Short-term reserves

To improve on the
returns
from cash

The impact of any
volatility

¥

Cash

Medium-term reserves

18m — 5yrs

A return that at least

matches inflation

The impact of some
volatility

Long-term reserves

To maintain the real
value whilst providing
sufficient income

The impact of inflation

¥

Endowments Strategy
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How much volatility are you prepared to withstand?

Returns don’t come without risk

40.0
30.0
20.0 17.3
10.0

0.0

« R

-10.0 28

-20.0

-30.0
Reserves Strategy

B Maximum Drawdown (12 month)

Source: Sarasin & Partners LLP, data from 31.12.2005 to 31.12.2020
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34.8

-24.9

Endowments Strategy

= Maximum Rise (12 months)
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Strategic asset allocations

Time Frame Medium Term Long Term

Reserves Growth

Endowments Strate

Strategy sY
Fixed Income 65.0 15.0 ~
Equities 20.0 70.0 80.0
UK Commercial Property ~ 5.0 ~
Alternatives 10.0 10.0 20.0
Cash 5.0 ~ ~
Total 100.0 100.0 100.0
Inflation (CPI) + target 1.0% 3.5% 4.5%

Source: Sarasin & Partners LLP. As at 31.12.2020

SARASIN 21

&PARTNERS



Back to the Future

Conclusions

e Set a clear strategy
e Cash flow projections, time horizons, risk parameters & return expectations

e Accept lower returns?

* Be prepared to take more risk
* A more growth oriented fund
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Important information

These Funds are designed for charities within the meaning of Section 1 of the Charities Act 2011 or as defined in paragraph 1(1) Schedule 6, Finance Act 2010 which are organised,
incorporated or resident in the United Kingdom. This document has been approved by Sarasin & Partners LLP of Juxon House, 100 St Paul’s Churchyard, London, EC4M 8BU, a limited
liability partnership registered in England & Wales with registered number 0C329859 which is authorised and regulated by the Financial Conduct Authority with firm reference number
475111. The investments of the funds are subject to normal market fluctuations. The value of the investments of the funds and the income from them can fall as well as rise and
investors may not get back the amount originally invested. If investing in foreign currencies, the return in the investor’s reference currency may increase or decrease as a result of
currency fluctuations. Past performance is not a guide to future returns and may not be repeated.

There is no minimum investment period, though we would recommend that you view your investment as a medium to long term one (i.e. 5 to 10 years). Frequent political and social
unrest in Emerging Markets, and the high inflation and interest rates this tends to encourage, may lead to sharp swings in foreign currency markets and stock markets. There is also an
inherent risk in the smaller size of many Emerging Markets, especially since this means restricted liquidity. Further risks to bear in mind are restrictions on foreigners making currency
transactions or investments. For efficient portfolio management the Funds may invest in derivatives. The value of these investments may fluctuate significantly, but the overall intention of
the use of derivative techniques is to reduce volatility of returns. The Funds may also invest in derivatives for investment purposes. All details in this document are provided for
information purposes only and should not be misinterpreted as investment or taxation advice. This document is not an offer or recommendation to buy or sell shares in the funds. You
should not act or rely on this document but should seek independent advice and verification in relation to its contents. Sarasin & Partners LLP and/or any other member of the J. Safra
Sarasin Group accepts no liability or responsibility whatsoever for any consequential loss of any kind arising out of the use of this document or any part of its contents. The views
expressed in this document are those of Sarasin & Partners LLP and these are subject to change without notice.

This document does not explain all the risks involved in investing in the funds and therefore you should ensure that you read the prospectus and the Kll which will contain further
information including the applicable risk warnings. The prospectus, the Kll as well as the annual and semi-annual reports are available free of charge from www.sarasinandpartners.com
or from Sarasin & Partners LLP, Juxon House, 100 St Paul’s Churchyard, London, EC4AM 8BU, Telephone +44 (0)20 7038 7000, Telefax +44 (0)20 7038 6850. For your protection, telephone
calls may be recorded.

Where the data in this document comes partially from third party sources the accuracy, completeness or correctness of the information contained in this publication is not guaranteed,
and third party data is provided without any warranties of any kind. Sarasin & Partners LLP shall have no liability in connection with third party data.

This publication is intended for UK registered charity investors in the United Kingdom.
© 2021 Sarasin & Partners LLP — all rights reserved. This document can only be distributed or reproduced with permission from Sarasin & Partners LLP.

Please contact marketing@sarasin.co.uk
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Juxon House

100 St Paul’s Churchyard
London

EC4M 8BU

T: +44 (0) 20 7038 7000 %
www. sarasinandpartners.com




	Back to the future
	Back to the future…�
	Slide Number 3
	Assets available back in 1900
	Long-term annualised returns
	Your investment universe today?
	Risk vs return
	Our own time machine – the Endowments strategy
	How has the Endowment strategy performed?
	Distinct periods of ‘feast and famine’
	Slide Number 11
	Projecting portfolio returns – by asset class
	Active management of alternatives
	Selection matters
	Dividend growth is the key driver of equity returns
	Close correlation between GDP and dividends 
	Summary of asset class projections
	Slide Number 18
	Considerations – the three ‘pots’
	How much volatility are you prepared to withstand?�
	Strategic asset allocations
	Back to the Future
	Slide Number 23
	Slide Number 24

