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Please see below some detailed comment on our closed-ended investment trusts that we are invested into 

across our range of global investment funds. This part of the market during the last week was particularly tested 

and we thought it worthwhile to focus some comment on this specific part of the portfolio.  

 

CONTAGION IN THE ALTERNATIVE INVESTMENT TRUST MARKET  
 
One of the ways we look to diversify our multi-asset portfolios is through the use of carefully researched closed 

ended investment funds that offer exposure to alternative real assets generating strong cash flows and attractive 

dividends. We favour strategies which are simple, transparent, have low debt and stable cash flows.  There are 

many to choose from on the London stock market and being listed allows investors to access reliable daily 

liquidity, even if this comes with the occasional frustrations of premiums and discounts. Over the last three or 

four days the UK investment trust market has become extremely disrupted and distressed as a result of unusual 

trading patterns brought on by the uncertainty surrounding the Covid-19 pandemic, and efforts to contain its 

spread. The impact has been felt across the whole sector with significant and indiscriminate selling, largely being 

driven by forced selling by exchange traded index tracking funds. With many investors caught out by the pace 

of events, there seems to be a dearth of strong hands willing to take the other side of the trade at the moment. 

In this environment, the share prices have become completely detached from fundamentals, notwithstanding 

Covid-19. 

 
Currently our portfolios are exposed to 5 different alternative strategies held through a basket of funds which 
invests in: 
 

• Renewable Infrastructure: Greencoat UK Wind, The Renewable Infrastructure Group, John Laing 
Environmental Assets & Greencoat Renewables 

 

• Commercial Property: BMO Commercial Property Trust 
 

• Social Care Homes: Impact Healthcare REIT, Target Healthcare REIT, 
 

• Infrastructure: 3i Infrastructure 
 

• Asset Backed Lending: GCP Asset Backed Income, SQN Asset Finance Income 
 

• Song Royalties: Hipgnosis Songs Fund 
 
Having traded calmly for years, in the last few days they have declined extremely sharply. Leaving aside the 

debate about how severe the coming economic downturn may be, we wanted to take this opportunity to share 

our thoughts on some of these funds, as well as whether these dramatic share price falls are justified.  

 

Renewable Energy Infrastructure: 
 
Renewable energy infrastructure funds generate their cash flows mainly from wind and solar energy farms dotted 

across the UK and Europe, and although arrangements vary by country, they are usually backed by attractive 

government price guarantees. Aside from the significant upfront investment cost of building the infrastructure, 

the main inputs are wind and sunlight, which as far as we know are not vulnerable to Covid-19.  
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Renewables are now valuable and essential infrastructure assets that are relatively insensitive to developments 

in the economy. Once built most of the revenues they generate from producing electricity fall to the bottom line 

and can be used to reward investors with steady and growing dividends.  

 

Given the nature of renewable energy assets, their earnings and cash flows will be well insulated from the fall-

out of Covid-19, and we would expect them to continue to generate and sell electricity as normal over the coming 

months. Whilst not quite as badly impacted as other areas of the alternative investment trust market, renewables 

have none-the-less seen surprisingly sharp falls over recent days (c. 20-30%) which we think is unjustified given 

their near total immunity to Covid-19.  

 

Infrastructure: 

 

3i Infrastructure is an investment company that owns infrastructure assets across the utilities, transport, natural 

resource, communication and social infrastructure industries. Currently the group has net cash of £420m on its 

balance sheet, and one of the common features across its portfolio is the assets offer defensive stable earnings. 

There will of course be the odd issue that will need to be managed through the downturn. The group’s substantial 

cash pile means it is well able to provide any short-term support required. One area that will require a helping 

hand is TCR, which is an airport logistics provider that faces the challenge of a drastic reduction in air travel but 

is quite manageable. 

 
Commercial Property: 
 
We have a modest investment in BMO Commercial Property (BCPT) which is a very high quality, diversified UK 

commercial property fund. It has a low loan-to-value (c. 21%) and will certainly be strong enough to weather the 

coming economic downturn, regardless of how tough it may be.  

 

If necessary BCPT will look to help their tenants with any upcoming difficulties by granting temporary rent relief 

when justified. This will of course reduce BCPT’s rental income in the short term, although its strong balance 

sheet means that it can easily do this if it wishes to keep those tenants for the long term. The UK government is 

also offering to help companies meet their rental bills through the substantial business support package recently 

announced by Boris Johnson. 

 

Whilst property valuations will almost certainly be adjusted downwards over the coming quarters, BCPT’s high 

quality portfolio should fare better than most.  

 

BCPT’s last net asset value was 130p (December 31st 2019), but over the last few days its shares have fallen 

dramatically, from around 110p to only 50p (implying a dividend yield of over 12%). Given the strength of its 

portfolio and balance sheet, we would argue that this is a gross misrepresentation of BCPT’s true value and a 

clear example of the type of distortion we are currently witnessing in these stressed times. Eventually, when 

markets normalise, we will look back in awe at the days when it was possible to buy this fund at that price.  
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Care Homes: 
 
Impact Healthcare and Target Healthcare are property companies that own and lease elderly care homes to 

third party providers across the UK. They benefit from long leases and very strong balance sheets. Care homes 

have long been regarded as a stable low risk sub-sector within the broader commercial property market, and as 

such, have exhibited excellent defensive qualities over many years.  

 

Covid-19 is clearly a threat to elderly care home residents, and all care providers have now moved into lock-

down mode. Whilst this threat is more of a risk for the care providers than the landlords, we believe that it can 

be managed and will not have a material impact on either Impact or Target. We believe these two funds are well 

placed to weather the coming headwinds and continue to generate attractive and growing dividends. 

 

Over the past few days Impact’s share price has fallen from 109p to a remarkably low 62p, against a December 

31st net asset value of 106.8p. At 62p, Impact’s well covered dividend now yields 9.9%. At the same time, Target 

has fallen from 120p to 72p, against a December net asset value of 108.1p. At 72p, Target now offers a yield of 

9%. Both Impact and Target have very strong balance sheets with low loan-to-values of 10% and 18% 

respectively. Knowing these funds as well as we do, we see this is another clear demonstration of how 

dysfunctional market conditions have now become. 

 
Asset-Backed Lending: 
 
GCP Asset Backed Income (GABI) focuses predominantly on medium to long term asset backed loans across 

a range of sectors that provide a core service to society (such as renewable energy, social infrastructure, asset 

finance, and property)  and offer predictable risk and income profiles. Cash flows are supported by long-term 

loans, which are collateralised by specific assets or cash flows, some of which have a degree of inflation or 

interest rate protection.  

 

Whilst the underlying investments are all up to date on their interest payments, the economic impact of Covid-

19 will probably impact some borrowers over the next few months. However, given the high quality of the assets 

that back the loans and the fact that GABI has no debt, we believe that it will not have a significant impact on 

the overall portfolio.  

 

Over the past few days GABI’s share price has fallen from 100p to 73p, against a December 31st net asset 

value of 100.8p (the amount they have loaned). At 73p, GABI’s dividend now yields 8.4%. Like us, GABI believe 

this price to be absurd, and have started buying their own shares in recent days.  

 
Song Royalties: 
 
Hipgnosis owns the writers’ rights to thousands of well-known songs and receives regular cash royalties 

whenever they are downloaded, played or performed anywhere across the world. It is relatively insensitive to 

the economic cycle and is growing rapidly as a result of the streaming revolution being driven by the likes of 

Spotify and Apple Play. This will continue as people turn to music in both good and bad times. Hipgnosis has 

zero debt on its balance sheet and enjoys strong, reliable and growing cash flow, which is unlikely to be affected 

much by the coming downturn. Over the last few days its shares have fallen from 108p to 88p. It currently offers 
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a very safe 5.5% yield and its last net asset value 102p. Hipgnosis will soon publish its March 31st NAV which 

we expect will be significantly higher, in part due to the rapid growth of revenues from music streaming.  

 
Concluding remarks on our investment trusts 
 
Whilst we have focused on just a few of our own holdings above, we have seen equally dramatic and unjustifiable 

moves across the whole of the alternative investment trust market. Right now the headless chickens are in 

charge, but in time of course, this distressed and forced selling will pass, and at that point we should expect the 

qualities of our holdings to reassert themselves, and for their share prices to return to fairer levels that are 

normally set by calmer and more discriminating buyers and sellers. 

 

 

The Nedgroup Investments Multi-Manager Team 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

DISCLAIMER 
 

Nedgroup Investments (IOM) Limited (reg no 57917C) the Investment Manager and Distributor of the Fund is licensed by the Isle of Man 

Financial Services Authority. 

Nedgroup Investment Advisors (UK) Limited (reg no 2627187) is authorised and regulated by the Financial Conduct Authority 

Nedgroup Investments MultiFunds Plc (the Fund) is authorised and regulated in Ireland by the Central Bank of Ireland. The Fund is 

authorised as a UCITS pursuant to the European Communities (Undertakings for Collective Investment in Transferable Securities) 

Regulations 2011 (S.I. No. 352 of 2011) as amended from time-to-time. 

This document is not intended for distribution to any person or entity who is a citizen or resident of 

any country or other jurisdiction where such distribution, publication, or use would be contrary to law or regulation. 

The Fund and certain of its Sub-Funds are recognised in accordance with Section 264 of the Financial Services and Markets Act 2000. UK 

investors should read the Appendix for UK Investors in conjunction with the Fund’s Prospectus which are available from the Investment 

Manager or facilities agent. www.nedgroupinvestments.com 

Singapore investors should read the Appendix for Singapore Investors in conjunction with the Fund’s Prospectus and Key Investor 

Information Document (KIID) which are available from the Investment Manager. www.nedgroupinvestments.com 

The Fund has been recognised under paragraph 1 of Schedule 4 to the Collective Investment Schemes Act 2008 of the Isle of Man. Isle of 

Man investors are not protected by statutory compensation arrangements in respect of the Fund. 

The Prospectus of the Fund, the Supplements of its Sub-Funds and the KIIDs are available from the Investment Manager and Distributor or 

from its website www.nedgroupinvestments.com 

The value of shares can fall as well as rise. Investors may not get back the value of their original investment. 

This document is of a general nature and intended for information purposes only. Whilst we have taken all reasonable steps to ensure that 

the information in this document is accurate and current on an ongoing basis, Nedgroup Investments shall accept no responsibility or liability 

for any inaccuracies, errors or omissions relating to the information and topics covered in this document. 

Changes in exchange rates may have an adverse effect on the value price or income of the product. 

 

 

Nedgroup Investments International contact details 

Tel: +44 (0)1624 645150 

Tel: 0800 999 160 (toll free from South Africa only) 

Fax: +44(0) 1624 670630 

Email: helpdesk@nedgroupinvestments.com 

Website: www.nedgroupinvestments.com 

Address: First Floor, St Mary’s Court, 20 Hill Street, Douglas, Isle of Man IM1 1EU, British Isles 

 

 


