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avivainvestors.co.uk Aviva investors UK opportunities fund

AvivA investors UK opportUnities fUnd

Investment Objective
Long term capital appreciation.

Investment Policy
selective investment principally in UK equities 
based on price and prospects of above average 
earnings growth. there may also be limited 
investment in global bond markets from time 
to time.

Risk Profile
the fund principally invests in the UK equity 
market and movements in the UK equity 
markets will affect fund performance.

Fund Manager’s Report
over the year ended 31 July 2014, the fund* 
returned 4.99 per cent (net of fees), slightly 
underperforming both the ftse® All-share 
index return of 5.61 per cent and the iMA** 
UK All Companies sector return of 5.76 per 
cent.

the UK stock market hit post-credit-crunch 
highs during the review period but was 
extremely sensitive to signals from the Bank 
of england governor, Mark Carney, as to 
the possible timing of a UK interest rate rise. 
despite sharp upgrades to 2014 UK economic 
growth forecasts and falling unemployment, 
Carney signalled that UK interest rates would 
probably stay lower for longer given subdued 
inflation and limited spare capacity in the 
economy. At the time of writing, financial 
markets expect UK interest rates to rise 
gradually from the fourth quarter of 2014. 
the strength of sterling was another notable 
feature of the review period and this proved 
a challenge for UK companies with significant 
overseas earnings. 

during the first half of the review period, 
the ftse® 250 index outperformed the 
broader stock market by a considerable 
margin. however, since the start of 2014, it 
has underperformed. this underperformance 
proved a headwind for the fund, which has 
meaningful exposure to several mid-cap 
companies. At the sector level, the fund was 
well positioned, via its above-benchmark 
position in pharmaceuticals. the pharmaceutical 
sector benefited from merger and acquisition 
activity during the review period, as several 
Us companies bid for UK pharmaceutical 
companies. the fund benefited from its holding 
in shire, a pharmaceutical company specialising 
in rare diseases, which agreed to be bought by 
Us rival Abbvie. 

however, the fund’s below-benchmark 
position in AstraZeneca, predicated on our 
view that the company’s product pipeline 
was unattractive, was detrimental as pfizer 
bid for the company before walking away. 
the fund’s below-benchmark position in the 
consumer staples sector helped performance. 
this sector underperformed the broader market 
as investors realised the extent to which many 
consumer staples companies would struggle if 
economic growth in emerging markets slowed.
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avivainvestors.co.ukAviva investors UK opportunities fund

AvivA investors UK opportUnities fUnd 

Fund Manager’s Report (continued)
turning to fund holdings, shares in Carphone 
Warehouse leapt after the market reacted 
positively to news of a merger with dixons 
retail. the position in itv was beneficial too 
as investors warmed to the broadcaster’s 
acquisition of Us content producer, Leftfield 
entertainment group, and its delivery of strong 
advertising revenue growth. other holdings 
to perform well included Berkeley group, the 
upmarket national property developer, which 
surprised positively on the value of its land 
bank. restaurant group, owner of restaurant 
chain brands frankie & Benny’s and Chiquito, 
also did well as it opened new outlets against  
a backdrop of buoyant consumer spending. 

throughout the period we continued to look 
for attractive, yet underappreciated growth 
stocks and started a new position in plastic 
and fibre product supplier, essentra. Whilst 
the stock has underperformed during the 
period, we believe the market will recognise 
essentra’s strong growth prospects and superior 
market positioning over time. tritax Big Box 
reit, which owns warehouses that serve major 
online retailers, was another new holding. We 
increased our holding in insurer, Aviva group, 
as the management changes and turnaround 
story started to take effect. 

shares in internet video search company Blinkx 
fell as the rapid pace of technological change left 
the company facing a rather uncertain future. 
Blur group, the global business-to-business 
services exchange, also disappointed in the 
period. to a certain extent, Blur group has been 
a victim of its own success. the speed with 
which it won blue-chip corporate customers, and 
became involved in larger, long-term projects, 
caused teething troubles. however, we have 
retained the holding as we believe Blur group 
has strong long-term growth potential.

Whilst reasonably optimistic about the outlook 
for the UK stock market, we expect the 
european economic recovery to remain patchy 
into the medium term. A heightened focus 
on the UK general election could also trigger 
volatility in politically-sensitive sectors. in an 
environment where many companies are seeing 
meagre top-line growth, the fund is positioned 
in expectation that high-quality growth 
companies will find favour.

 September 2014

* fund performance figures – share class 1, source Lipper, 
net of fees, net income reinvested in gBp.

** iMA is the investment Management Association, the 
industry’s trade body.

sources: fund and peer group performance figures – 
Lipper, mid to mid basis with net income reinvested 
in gBp, with no initial charges applied. Market data – 
Bloomberg.

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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AvivA investors UK opportUnities fUnd 
(ContinUed)

Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 1 1.53%

share Class 2 0.73%

share Class 3 0.43%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees). the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously. 
the oCf has replaced the ter.  

Revenue Distributions – Accumulation Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 1 1.4421 1.3760

share Class 2 3.1837 2.9737

share Class 3 4.8537 4.4991

Net Asset Value – Accumulation Shares*

Pence per 
share

31.07.14

Pence 
per share 
31.07.13

Change

share Class 1 123.08 117.28 4.95%

share Class 2 202.92 191.81 5.79%

share Class 3 282.91 266.63 6.11%

* valued at bid market prices.

Total Return – Accumulation Shares

Fund1 FTSE®
All Share2

share Class 1 4.99% 5.61%

share Class 2 5.85% 5.61%

share Class 3 6.16% 5.61%

1   source: Aviva investors (based on midday values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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AvivA investors UK opportUnities fUnd 
(ContinUed)

Top Ten Holdings (excluding Liquidity funds)

31.07.14

royal dutch shell ‘B’ 6.41%

hsBC 5.99%

prudential 5.29%

Bt 4.77%

itv 4.73%

rio tinto 4.62%

Compass 4.54%

British American tobacco 4.09%

Bp 4.05%

smiths 3.40%

31.07.13

hsBC 7.23%

British American tobacco 5.86%

prudential 4.80%

royal dutch shell ‘B’ 4.52%

Compass 4.38%

vodafone 4.26%

rio tinto 4.11%

Bt 4.10%

smiths 3.98%

Bp 3.60%

Portfolio Breakdown

31.07.14 31.07.13

travel & Leisure 11.37% 11.81%

oil & gas producers 10.46% 8.86%

Banks 8.73% 10.93%

Mining 7.11% 6.18%

Life insurance 6.80% 5.73%

Media 5.87% 6.94%

pharmaceuticals & 
Biotechnology 

5.52% 4.53%

fixed Line telecommunications 4.77% 4.10%

tobacco 4.09% 5.86%

general retailers 4.09% 2.88%

other sectors 28.80% 26.61%

total investments 97.61% 94.43%

net other Assets 2.39% 5.57%

net Assets 100.00% 100.00%
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AvivA investors UK opportUnities fUnd 
(ContinUed)

Share Price Record – Accumulation Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 1 2009 75.38 43.32

2010 91.13 71.91

2011 97.68 78.86

2012 100.38 87.02

2013 124.69 101.41

2014** 128.60 119.96

Class 2 2009 119.96 68.72

2010 146.11 114.54

2011 157.24 127.18

2012 163.38 141.02

2013 204.63 165.10

2014** 211.32 197.62

Class 3 2009 164.76 94.12

2010 201.31 157.40

2011 217.06 175.72

2012 226.67 195.31

2013 284.80 229.09

2014** 294.26 275.12

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Accumulation Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 1 2009 1.4285 26.09

2010 1.5157 27.68

2011 1.4930 27.27

2012 1.7285 31.57

2013 2.3133 42.25

2014* 2.0904 38.18

Class 2 2009 2.9129 33.60

2010 3.2741 37.76

2011 3.4471 39.76

2012 3.8594 44.52

2013 5.0604 58.37

2014* 5.0402 58.14

Class 3 2009 4.4194 37.25

2010 5.1050 43.03

2011 5.4725 46.13

2012 6.0701 51.16

2013 7.7322 65.17

2014* 7.8432 66.11

* Up to 30 september 2014 (the final distribution payment 
date).

6
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AvivA investors UK opportUnities fUnd 
(ContinUed)

Calendar Year Performance

Total Return Fund3

%
FTSE® 

All Share4

%

2009

share Class 1 38.40 30.10

share Class 2 39.10 30.10

share Class 3 39.60 30.10

2010

share Class 1 20.80 14.50

share Class 2 21.70 14.50

share Class 3 22.10 14.50

2011

share Class 1 (2.24) (3.46)

share Class 2 (1.52) (3.46)

share Class 3 (1.16) (3.46)

2012

share Class 1 12.31 12.30

share Class 2 13.17 12.30

share Class 3 13.56 12.30

2013

share Class 1 25.46 20.81

share Class 2 26.47 20.81

share Class 3 26.86 20.81

2014*

share Class 1 (1.19) 1.28

share Class 2 (0.73) 1.28

share Class 3 (0.56) 1.28

3  source: Aviva investors (based on midday values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors UK opportunities fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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avivainvestors.co.uk Aviva investors UK equity MoM 1 fund

AvivA investors UK eqUitY MoM 1 fUnd

Investment Objective
Long term capital growth by investing primarily 
in UK equities.

Investment Policy
the fund will invest primarily in equity securities 
listed or traded on regulated markets in the 
UK. Limited exposure to other geographic 
regions may be possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits

Risk Profile
the fund will invest primarily in the UK equity 
markets and movements in the UK equity 
markets will affect fund performance.

Fund Manager’s Report
over the year ended 31 July 2014, the fund* 
returned 5.31 per cent (net of fees), slightly 
underperforming the ftse® All-share index 
return of 5.61 per cent by 0.30 per cent. 

there were a number of factors contributing  
to this outcome, but we hope the most 
important of them is to do with our 
longstanding core holdings across the 
portfolio “taking a breather”, rather than any 
fundamental deterioration in their business 
performance or strategic outlook.

for instance, looking at the 7 constituents 
that actually declined in capital value over the 
period all of them have delivered dividend 
growth in line or better than our expectation. 
the 7, with their most recent annualised rate 
of dividend growth, were Burberry (+10.4%), 
diageo (+9.0%), fullers (+11.3%), greene King 
(+6.9%), pearson (+6.0%), schroders (+50.0%) 
and Unilever (+5.9%, in euros). Admittedly 
some of these companies reported earnings 
that disappointed some investors and pearson 
in particular must answer questions about the 
impact of technology change on its business. 
however, we argue that the rate of dividend 
growth is the clearest expression of strategic 
confidence from the board of a public company 
and that, therefore, we should not be unduly 
worried about the strategic outlook for these 
companies – because of the promise of further 
dividend growth ahead of the rate of UK 
inflation. their share price falls, then, are more 
to do with strong gains in preceding periods 
(and with the possible exception of pearson 
these are all investments that have performed 
well for our clients) and some dampening of 
growth expectations.
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avivainvestors.co.ukAviva investors UK equity MoM 1 fund

AvivA investors UK eqUitY MoM 1 fUnd 
(ContinUed)

Fund Manager’s Report (continued)
to summarise on this point, we do not regard 
the underperformance of the portfolio as a 
whole as a signal that the long term attractions 
of our holdings have diminished. We estimate 
the dividend growth rate for the overall 
portfolio to be around 9.0% (admittedly 
boosted by the big uplift from schroders), 
with a gross dividend yield around 3.0%. this 
attractive combination means that where we 
receive regular cash flows we have been keen 
to add to our existing holdings as they have 
become cheaper relative to the market average.

We don’t mean to appear complacent and 
recognise that there are other factors at 
work which may well mean that our strategy 
continues to lag in the interim. for instance, 
there is no question that the recent strength 
of sterling has been unhelpful for some of 
our global company investments (and we 
calculate our portfolio exposure to non-sterling 
earnings is higher than for the benchmark 
as a whole). these currency headwinds have 
been exacerbated by the economic turmoil 
in some emerging Markets, which again has 
had perhaps a disproportionate effect on 
our strategy, via our major holdings such as 
Burberry, diageo and Unilever (all of which are 
down over the last 12 months). We are also 
conscious that our portfolio has a bias away 
from the UK’s “mega-cap” companies. We 
own none of the top 10 companies by size 
in the ftse® All-share and it may be that this 
lack of exposure drags on relative performance 
for a period. not owning Astra Zeneca, a top 
ten UK company, over the pfizer bid for it 
was unhelpful, for instance. Mind you, not 
owning glaxo, another top 10 stock, which 
has dropped 12% relative in calendar 2014 
has been a benefit. And these contrasting 
examples demonstrate the risk, in our opinion, 
of allocating long term capital to any company 
merely because of its market capitalisation.

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by Lindsell 
train Limited.

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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avivainvestors.co.uk Aviva investors UK equity MoM 1 fund

AvivA investors UK eqUitY MoM 1 fUnd 
(ContinUed)

Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2  1.03%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees).  the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously.  
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 2.1702 2.1696

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 240.58 232.00 3.70%

* valued at bid market prices.

Total Return – Income Shares

Fund1 FTSE®
All Share2

share Class 2 5.31% 5.61%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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AvivA investors UK eqUitY MoM 1 fUnd 
(ContinUed)

Top Ten Holdings

31.07.14

reed elsevier 8.02%

London stock exchange 7.66%

Unilever 7.46%

pearson 6.59%

diageo 6.55%

A.g. Barr 5.06%

rathbone Brothers 4.98%

sage 4.83%

daily Mail & general trust ‘A’ 4.82%

Burberry 4.80%

31.07.13

London stock exchange 8.93%

reed elsevier 8.33%

pearson 7.77%

Unilever 7.32%

diageo 7.13%

greene King 5.46%

rathbone Brothers 5.35%

schroders 5.26%

heineken 5.18%

fidessa 5.17%

Portfolio Breakdown

31.07.14 31.07.13

Media 23.01% 24.19%

general financial 21.56% 24.55%

Beverages 16.37% 18.15%

food producers 10.95% 7.32%

software & Computer services 9.20% 9.93%

travel & Leisure 8.42% 8.49%

personal goods 4.80% 5.15%

general retailers 3.77% 0.00%

industrial engineering 1.85% 1.61%

total investments 99.93% 99.39%

net other Assets 0.07% 0.61%

net Assets 100.00% 100.00%
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AvivA investors UK eqUitY MoM 1 fUnd 
(ContinUed)

Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 121.40 79.33

2010 155.10 117.30

2011 166.30 137.80

2012 184.60 151.30

2013 248.76 186.74

2014** 256.27 241.38

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 3.0198 32.25

2010 2.8714 30.67

2011 2.9814 31.84

2012 3.7315 39.85

2013 3.8491 41.11

2014* 3.5620 38.04

* Up to 30 september 2014 (the final distribution payment 
date).
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AvivA investors UK eqUitY MoM 1 fUnd 
(ContinUed)

Calendar Year Performance

Total Return Fund3

%
FTSE® 

All Share4

%

2009

share Class 2 36.10 30.10

2010

share Class 2 30.10 14.50

2011

share Class 2 (0.59) (3.46)

2012

share Class 2 24.41 12.30

2013

share Class 2 38.28 20.81

2014*

share Class 2 (1.68) 1.28

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors UK equity MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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AvivA investors UK eqUitY MoM 2 fUnd

Investment Objective
Long term capital growth by investing primarily 
in UK equities.

Investment Policy
the fund will invest primarily in equity securities 
 listed or traded on regulated markets in the 
UK. Limited exposure to other geographic 
regions may be possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits.

Risk Profile
the fund will invest principally in the UK equity 
markets and movements in the UK equity 
markets will affect fund performance.

Fund Manager’s Report
Economic and market review
during the 12 months, most major investment 
markets delivered positive returns. the 
improved environment could be attributed 
to a range of factors including increasing 
investor confidence, an upturn in economic and 
corporate fundamentals, and the continuation 
of exceptionally loose monetary policy in many 
developed countries. 

in the Us, growing confidence in the economic 
recovery prompted the federal reserve to 
make several reductions to its bond buying 
programme. the more upbeat mood extended 
to the eurozone, where even the states hit 
hardest by the financial crisis showed tentative 
signs of improvement. Meanwhile, in Japan, the 
government moved to implement the third of 
prime Minister Abe’s ‘three arrows’, designed to 
create a basis for the country’s fragile economic 
recovery to gather pace. 

there was also increased optimism over 
prospects for the UK, where economic data 
suggested that growth was accelerating. this, 
together with concerns over the pace of house 
price increases, led to debate over the likely 
timing and size of increases in interest rates.  
UK investment markets followed the general 
global trend, rising strongly for the first 6 
months before falling back to record a rise  
of 5.6% for the period as a whole. 

Portfolio review
over the year ended 31 July 2014, the 
fund* returned -4.09 per cent (net of fees), 
underperforming the ftse® All-share index 
return of 5.61 per cent by 9.71 per cent. We 
have had an unusually bad run of performance 
this year, particularly in the last 6 months. this 
comes after a decent few years of unusually 
and unsustainably strong performance.
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AvivA investors UK eqUitY MoM 2 fUnd 
(ContinUed)

Fund Manager’s Report (continued) 
Portfolio review (continued)
some element of quarterly volatility is 
inevitable for a genuinely active manager and 
is probably even healthy. We always try to 
stress that the investment outcome – good or 
bad – over any short term period (and certainly 
anything less than about three years) is quite 
random and gives no useful indication of our 
ability to add value and justify the fees that 
you pay. nevertheless, it never feels nice to 
underperform, especially when it involves losing 
you money, and the recent past has been a 
material bump in the road. 

We suffered an operating setback with Asos, 
the online fashion clothing retailer. earlier in 
the year Asos announced some additional 
investments in distribution infrastructure in 
europe and elsewhere. Although we view this 
as a sensible and value creative investment, 
the short term modest drag on profitability 
seems to have gone down badly at a time 
when many e-commerce related businesses 
have fallen from peak popularity in many stock 
markets. Compounding this swing in sentiment, 
management in early June announced a further 
lowering of their short term profit expectations. 
Because their pricing in overseas markets is 
generally priced off the UK level, the recent 
strength of sterling has had a material effect 
in some markets, most obviously in Australia. 
Whilst there have undoubtedly been a couple 
of setbacks, we remain confident that the long 
term prospects for Asos are very exciting and 
that the Asos franchise in the younger fashion 
market seems to be developing very well 
globally. 

elsewhere, your holding in the Asian focused 
bank standard Chartered has been a burden 
over the year. Like some other international 
banks it has encountered some pain in the 
troubled Korean lending market, whilst there 
has also been a broader unhelpful drift in short 
term expectations of its likely profitability over 
the second half of the year as some markets 
have slowed a little. We remain confident 
this current bout of unpopularity in the stock 
market will pass and that standard Chartered is 
well positioned in an attractive mix of long term 
growth economies.

rightmove, the property portal, seems to have 
fallen from favour owing to perceptions of 
its association with activity in the UK housing 
market, and some nervousness ahead of 
the inevitable rise in interest rates, be it this 
year or next. We think such perceptions are 
misplaced (its revenues and profits are not 
directly dependent on the level of transactions 
in the housing market), although perhaps we 
underestimated the benefit to its share price 
from this fallacious association in the latter 
part of last year. for us the most important 
point is that we continue to believe it is in a 
strong competitive position with attractive and 
underappreciated growth prospects over the 
next five to ten years.
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AvivA investors UK eqUitY MoM 2 fUnd 
(ContinUed)

Fund Manager’s Report (continued)
Outlook 
overall, we are a bit bruised – stock markets 
are a great leveler – but we remain stubbornly 
confident and bullish about the future. if 
we make mistakes, as we are guaranteed to 
do sometimes, we will hopefully be one of 
the first to acknowledge this and endeavour 
to learn from our foolishness. We will not 
however abandon our approach of running 
a relatively concentrated high conviction 
portfolio with a time horizon of several years 
rather than months. there will be good periods 
and uncomfortable bad ones (hopefully 
slightly more of the former) although we 
need to accept both if we have any chance 
of adding value over the longer term. We are 
confident your portfolio is populated with 
some interesting, growing and potentially 
very valuable businesses. share prices may 
continue to be volatile in the short term, but 
our primary focus is on investing in companies 
with excellent long-term growth prospects. 
We remain excited by the outlook for many 
businesses in which we invest on your behalf.

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by Baillie 
gifford & Co.

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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AvivA investors UK eqUitY MoM 2 fUnd 
(ContinUed)

Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2 1.03%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees).  the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously. 
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 0.6165 0.6705

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 92.16 97.15 (5.14)%

* valued at bid market prices.

Total Return – Income Shares

Fund1 FTSE®
All Share2

share Class 2 (4.09)% 5.61%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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AvivA investors UK eqUitY MoM 2 fUnd 
(ContinUed)

Top Ten Holdings

31.07.14

rightmove 6.49%

Bg 5.75%

Johnson Matthey 5.19%

imperial tobacco 4.49%

Bhp Billiton 4.41%

standard Chartered 4.39%

schroders non-voting 4.20%

hargreaves Lansdown 3.79%

rio tinto 3.28%

Abcam 3.20%

31.07.13

rightmove 7.13%

Bg 5.21%

Johnson Matthey 5.11%

standard Chartered 4.99%

Asos 4.61%

schroders non-voting 3.90%

Bhp Billiton 3.80%

imperial tobacco 3.75%

hargreaves Lansdown 3.71%

diageo 3.34%

Portfolio Breakdown

31.07.14 31.07.13

financial services 10.67% 9.52%

Media 8.72% 9.90%

Mining 8.20% 6.78%

support services 6.48% 7.38%

oil & gas producers 6.16% 5.79%

Beverages 5.75% 5.39%

electronic & electrical 
equipment 5.67% 4.72%

Chemicals 5.19% 5.11%

pharmaceuticals & 
Biotechnology 4.68% 4.35%

tobacco 4.49% 3.75%

other sectors 32.73% 37.07%

total investments 98.74% 99.76%

net other Assets 1.26% 0.24%

net Assets 100.00% 100.00%
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AvivA investors UK eqUitY MoM 2 fUnd 
(ContinUed)

Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 74.41 50.78

2010 78.04 66.30

2011 82.18 64.89

2012 84.53 72.84

2013 104.87 85.65

2014** 107.09 92.83

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 2.8431 44.46

2010 1.7521 27.40

2011 1.5477 24.20

2012 1.5875 24.82

2013 1.3924 21.77

2014* 1.0570 16.53

* Up to 30 september 2014 (the final distribution payment 
date).

Calendar Year Performance

Total Return Fund3

%
FTSE® 

All Share4

%

2009

share Class 2 23.20 30.10

2010

share Class 2 6.30 14.50

2011

share Class 2 (4.03) (3.46)

2012

share Class 2 18.18 12.30

2013

share Class 2 27.01 20.81

2014*

share Class 2 (11.09) 1.28

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors UK equity MoM 2 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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AvivA investors UK eqUitY MoM 3 fUnd

Investment Objective
Long term capital growth by investing primarily 
in UK equities.

Investment Policy
the fund will invest primarily in equity securities 
listed or traded on regulated markets in the 
UK. Limited exposure to other geographic 
regions may be possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits.

Risk Profile
the fund will invest principally in the UK equity 
markets and movements in the UK equity 
markets will affect fund performance.

Fund Manager’s Report
Portfolio performance
over the year ended 31 July 2014, the 
fund* returned 4.05 per cent (net of fees), 
underperforming the ftse® All-share index 
return of 5.61 per cent by 1.57 per cent. 

Attribution
We continue to believe that builders merchants 
are an attractive form of retail and a far better 
way of playing the housing market than house 
builders (given for example the age of the 
UK’s housing stock). Kingspan and grafton 
performed well during the year as their low 
through-the-cycle valuations were appreciated 
by investors.

direct Line group also performed strongly 
over the year. the group’s markets remain 
competitive, but the potential to cut costs, 
other available self-help, a healthy dividend and 
the prospect of special returns to shareholders 
caused the shares to gain favour.

signet Jewelers performed strongly as its 
proposed purchase of Zale Corp. was given the 
all clear by Us regulators. this deal has been 
well received by the market as it will give signet 
a stronger position in the Us jewellery market, 
as well as increasing its presence in Canada, 
where the Zale’s peoples Jewellers chain is very 
successful.

our cautious stance towards vodafone post 
the sale of its Us business, driven by what we 
thought was overdone bid speculation and a 
worse than appreciated trading outlook, was 
rewarded.

in terms of negative contributors, Avon 
products continued to perform poorly after 
recent weak earnings announcements, 
corporate governance issues and weak eM 
currencies (with emerging markets accounting 
for approximately 75% of sales).
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AvivA investors UK eqUitY MoM 3 fUnd 
(ContinUed)

Fund Manager’s Report (continued)
Attribution (continued)
players in struggling industries have a greater 
tendency to get together and this has been the 
trend recently in the pharmaceutical industry. 
Unfortunately our chosen sector exposure is 
glaxosmithKline, which is better prepared than 
most but the pharma giant continued to suffer 
from industry issues, whereas peers shire and 
AstraZeneca were both subject of corporate 
activity.

We find the dynamics of the cruise industry 
attractive and in addition hold a stake in 
Carnival on the basis that its returns should be 
higher. the market however continues to focus 
on the near term performance.

Outlook
As always our strategy remains largely bottom 
up, looking for out of favour, cheap stocks (on 
normalised earnings).

it is however useful to cross check the results 
of the individual stock analysis against wider 
market data and when you do, you find that 
there has been a convergence in the valuations 
of different stocks in recent years. this supports 
the idea that there is a relative lack of value, 
and reassures us that our recent inability to find 
stocks that we believe are sufficiently cheap 
isn’t something that needs to be addressed.

part of buying stocks with a margin of safety 
comes from buying those which have been 
most de-rated. the contraction of this part of 
our safety margin has undoubtedly contributed 
to our slothfulness in recent months. how 
will this correct itself? As always a market fall 
would create greater stock divergence as would 
more individual profit warnings or significant 
differential sector performance.

experience has taught us that it is best to wait 
until opportunities arise than to push things for 
activity’s sake, especially as markets seem to 
be surprisingly complacent about the risks and 
challenges that exist.

Portfolio activity
Purchases
UK food retailer tesco has been hit hard by the 
high growth of discount retailing in the UK and 
its slow reaction to customers shopping around 
for attractive bargains. Although we expect the 
discounters to continue to gain market share, 
we believe the incumbents are finally taking 
their presence seriously and are revising their 
strategies for a very different food retailing 
future. the group’s market share in the UK 
still however remains a powerful asset and we 
believe that the shares are cheap.

We have also added to our existing position 
in Morrisons which is subject to the same 
pressures from discount retailers but which we 
also believe represents longer term value.

We began to purchase Coach, the American 
leather luxury goods company, in february this 
year. the majority of the company’s sales are in 
the Us and it has recently lost significant market 
share in the handbag market to competitors. 
We believe the market is discounting further 
losses and also ignoring the company’s strong 
growth prospects in both China and men’s 
products.

in March we established a small position in 
fresnillo. the company is a Mexican based silver 
and gold miner which was trading at a 70% 
discount to the relative highs reached in 2011. 
A ‘high quality’ play in a sector where capital 
allocation is poor, the shares look fairly cheap 
in their own right and are obviously geared to 
gold and silver price performance.
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AvivA investors UK eqUitY MoM 3 fUnd 
(ContinUed)

Fund Manager’s Report (continued)
Portfolio activity (continued)
Purchases (continued) 
finally, we also initiated a small position in Aer 
Lingus. its profitable ireland/UK routes appear 
to be protected by slot holdings and we believe 
it offers an attractive opportunity in the long-
haul segment and ryanAir has easier pickings 
elsewhere. the outstanding pension deficit 
continues to act as an overhang on the shares, 
but one that should be now be close to being 
resolved. the management has a keen eye on 
cost efficiencies, and with a strong balance 
sheet the current ev/eBit is in single digits.

We have also been adding to large cap names 
such as royal dutch shell, Bp, British American 
tobacco and hsBC where we see value.

Sales
We sold out of our position in vodafone in 
early 2014 as we believed that the prospect of 
a bid was being overdone, coupled with the 
belief that the group faced more strategic and 
trading challenges than investors appreciated. 
the shares have subsequently underperformed 
the ftse® All-share as trading did indeed 
disappoint as bid speculation faded, and as 
the group made less than ideal acquisitions to 
improve its positioning.

during the period we sold out of our position in 
Medtronic, and reduced the portfolio’s positions 
in Bt and Jd Wetherspoon, as the stocks came 
close to our view of fair value.

We also reduced the portfolio’s holdings 
in grafton, signet Jewelers and Kingspan 
after strong multi-year performance, and 
also reduced some of the glaxosmithKline 
overweight to fund the Aer Lingus purchase. 

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by investec 
Asset Management.

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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(ContinUed)

Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2 1.04%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees).  the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously.  
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 1.7746 1.4563

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 137.69 135.30 1.77%

* valued at bid market prices.

Total Return – Income Shares

Fund1 FTSE®
All Share2

share Class 2 4.05% 5.61%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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(ContinUed)

Top Ten Holdings

31.07.14

royal dutch shell ‘B’ 10.38%

hsBC 9.37%

glaxosmithKline 7.11%

Bp 6.18%

Unilever 4.44%

grafton 4.22%

British American tobacco 3.99%

qinetiq 3.51%

royal Bank of scotland 3.28%

direct Line insurance 3.23%

31.07.13

glaxosmithKline 8.69%

hsBC 7.88%

royal dutch shell ‘B’ 6.96%

grafton 6.22%

vodafone 5.78%

Bt 4.97%

signet Jewelers 4.95%

Unilever 4.01%

Kingspan 3.70%

Bp 3.53%

Portfolio Breakdown

31.07.14 31.07.13

oil & gas producers 18.85% 10.49%

Banks 12.65% 10.43%

support services 7.43% 11.44%

pharmaceuticals & 
Biotechnology 7.11% 8.69%

Aerospace & defence 5.89% 3.91%

tobacco 5.57% 3.28%

food & drug retailers 5.33% 1.75%

travel & Leisure 5.28% 4.62%

real estate 4.69% 3.64%

food producers 4.44% 4.01%

other sectors 21.34% 33.98%

total investments 98.58% 96.24%

net other Assets 1.42% 3.76%

net Assets 100.00% 100.00%

24



avivainvestors.co.ukAviva investors UK equity MoM 3 fund

AvivA investors UK eqUitY MoM 3 fUnd 
(ContinUed)

Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 93.15 53.81

2010 102.50 84.98

2011 107.70 89.01

2012 112.00 97.43

2013 142.14 112.75

2014** 144.95 136.55

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 2.5898 36.09

2010 2.1628 30.14

2011 2.1862 30.46

2012 2.8354 39.51

2013 2.6708 37.22

2014* 3.0446 42.43

* Up to 30 september 2014 (the final distribution payment 
date).

Calendar Year Performance

Total Return Fund3

%
FTSE® 

All Share4

%

2009

share Class 2 36.10 30.10

2010

share Class 2 11.90 14.50

2011

share Class 2 (0.41) (3.46)

2012

share Class 2 15.16 12.30

2013

share Class 2 31.21 20.81

2014*

share Class 2 (0.92) 1.28

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors UK equity MoM 3 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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Investment Objective
Long term capital growth by investing primarily 
in UK equities.

Investment Policy
the fund will invest primarily in equity securities 
listed or traded on regulated markets in the 
UK. Limited exposure to other geographic 
regions may be possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits.

Risk Profile
the fund will invest principally in the UK equity 
markets and movements in the UK equity 
markets will affect fund performance.

Fund Manager’s Report
over the year ended 31 July 2014, the 
fund* returned 3.60 per cent (net of fees), 
underperforming the ftse® All-share index 
return of 5.61 per cent by 2.01 per cent. 

Environment
UK equity markets performed well over the 
year. economic data was encouraging and 
investors became generally more optimistic, 
despite rising geopolitical risks in Ukraine and 
the Middle east later in the period. 

the twelve months began on a shaky footing, 
with equities surrendering some prior gains. 
events in syria combined with the Us debt 
ceiling crisis to cause fresh market volatility, 
demonstrating that risks remained. this set 
the tone for much of the period, as economic 
strength coincided with bouts of geopolitically 
driven market volatility. third-quarter UK 
gdp grew at the fastest rate in three years, 
but ultimately prompted further investor 
nervousness as thoughts turned to interest rates 
and the potential for a sooner-than-anticipated 
increase. however, strong Us data and the Us 
federal reserve’s eventual decision to taper 
Us stimulus ensured 2013 closed positively, as 
investors welcomed an end to the protracted 
speculation and uncertainty. 2014 began with 
news that UK 2013 gdp grew at the fastest 
rate since the crisis. however, markets were 
volatile due to taper-related capital outflows 
from emerging markets. volatility continued 
as UK equities first rebounded in february on 
news of further gdp growth in the fourth 
quarter of 2013 and then fell back as tensions 
between russia and Ukraine resurfaced. strong 
purchasing Managers’ index data demonstrated 
ongoing recovery but, once again, interest rate 
policy speculation prompted some weakness. 
As the period drew to a close, conflict in iraq 
also gave investors a new variable to ponder, 
despite further strong UK industrial output 
data.
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AvivA investors UK eqUitY MoM 5 fUnd 
(ContinUed)

Fund Manager’s Report (continued)
Activity
Luxury goods maker Burberry was added to 
our Winners List during the period. despite 
sustained underperformance, we remain 
confident in the brand’s growth, both in 
terms of territories and product, and used 
the weakness to buy the shares. We added 
specialist finance firm Close Brothers to the 
fund. strong equity markets and volumes 
are benefiting the securities business, wealth 
management is enjoying improving margins and 
banking continues to see steady loan growth. 
elsewhere, we participated in the flotation of 
Zoopla, the online property portal. the core 
business is similar to that of rightmove, but is 
less mature and expected to grow faster. We 
also added to mining companies Bhp Billiton 
and vedanta as we believe that the mining 
industry is showing greater capital investment 
discipline. however, we subsequently reduced 
vedanta, whose shares enjoyed a strong run 
after the election of narendra Modi in india. Mr 
Modi is expected to enact reforms that may lift 
the delays affecting many of vedanta’s projects.

other sales included the holding in engineering 
business Weir group, whose oil and gas 
division has suffered from a falling rig-count in 
the Us. this is now stabilising, but the larger 
mining supply business is experiencing falling 
orders as mining customers reduce capital 
expenditure. telecommunications company 
talktalk also exited the fund. the launch of the 
‘Youview’ television service has hurt margins 
given the set-top box subsidies involved, while 
intensifying competition may cap margins. 
finally, we reduced the fund’s position in 
easyJet, as a management meeting highlighted 
capacity additions at two of its major hubs, 
which we expect will suppress yields in the near 
future.

Performance
Construction firm galliford try was a notable 
positive contributor to performance during 
the period. the business continues to benefit 
from the pick-up in activity across the 
construction sector, helped by the general 
economic recovery. not holding shares in 
tesco was beneficial, as the supermarket chain 
continued to suffer severe competition from 
high-end rivals such as Waitrose on the one 
hand and discounters such as Aldi and Lidl 
on the other. Britvic, the soft drinks producer, 
also boosted returns. Management change 
has led to enhanced profitability through 
initiatives to boost product innovation and 
business efficiencies. f&C Asset Management 
shares performed particularly well, as the 
company was the subject of an ultimately 
successful takeover bid by Bank of Montreal. 
the pharmaceuticals sector proved to be a key 
source of relative underperformance for the 
fund, as takeover speculation supported certain 
stocks not held in the fund. in particular, the 
underweight position in shire pharmaceuticals 
detracted as the company received multiple 
bid approaches from Abbvie, a Us peer. 
Meanwhile, the Us pharmaceutical major pfizer 
made a number of takeover proposals to the 
AstraZeneca board. these were repeatedly 
rejected by management, finally culminating 
in pfizer’s decision to walk away. despite the 
sharp fall in share price that this caused, the 
fund’s underweight position was negative 
for relative performance over the period as a 
whole. elsewhere, shares in bookmaker William 
hill underperformed as political and regulatory 
pressure to curtail fixed-odds betting terminal 
revenues sent the shares tumbling.
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(ContinUed)

Fund Manager’s Report (continued)
Outlook
As geopolitical events worldwide continue 
to wax and wane, equity markets remain 
vulnerable to periods of volatility. despite these 
intermittent pressures, equities have generally 
coped well. indeed, we believe markets will 
remain well supported by the clear economic 
progress now being made and view any 
sentiment-related weakness as opportunities to 
pick up attractively priced investments on a case 
by case business. 

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by 
standard Life investment Limited.

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2 1.03%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees). the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously. 
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 1.9519 1.8325

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 152.49 150.35 1.42%

* valued at bid market prices.

Total Return – Income Shares

Fund1 FTSE®
All Share2

share Class 2 3.60% 5.61%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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Top Ten Holdings

31.07.14

royal dutch shell ‘B’ 7.60%

hsBC 6.92%

Bp 5.14%

rio tinto 3.91%

Bt 3.83%

prudential 3.47%

Barclays 3.05%

glencore 2.98%

vodafone 2.90%

smith (ds) 2.73%

31.07.13

hsBC 7.63%

royal dutch shell ‘B’ 5.11%

vodafone 5.09%

Bp 4.67%

glaxosmithKline 4.04%

Barclays 3.66%

Bt 3.41%

rio tinto 3.17%

smith (ds) 2.91%

prudential 2.86%

Portfolio Breakdown

31.07.14 31.07.13

oil & gas producers 16.73% 13.17%

Banks 13.38% 15.68%

Mining 9.81% 6.52%

support services 7.18% 2.48%

household goods 6.55% 3.44%

Life insurance 6.17% 5.18%

travel & Leisure 5.77% 8.35%

general financial 4.88% 5.86%

fixed Line telecommunications 4.83% 4.35%

Media 4.70% 5.08%

other sectors 20.77% 30.11%

total investments 100.77% 100.22%

net other Liabilities (0.77)% (0.22)%

net Assets 100.00% 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 115.90 76.46

2010 129.00 101.70

2011 134.50 102.20

2012 131.50 111.50

2013 160.82 133.30

2014** 164.53 151.19

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 3.2937 34.60

2010 2.1663 22.75

2011 2.1859 22.96

2012 3.3115 34.78

2013 3.2447 34.08

2014* 3.3368 35.05

* Up to 30 september 2014 (the final distribution payment 
date).

Calendar Year Performance

Total Return Fund3

%
FTSE® 

All Share4

%

2009

share Class 2 27.30 30.10

2010

share Class 2 13.00 14.50

2011

share Class 2 (8.30) (3.46)

2012

share Class 2 15.61 12.30

2013

share Class 2 26.76 20.81

2014*

share Class 2 (3.06) 1.28

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors UK equity MoM 5 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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Investment Objective
Long term capital growth by investing primarily 
in Us equities.

Investment Policy
the fund will invest primarily in equity securities 
listed or traded on regulated markets in the Us. 
Limited exposure to other geographic regions 
may be possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits.

Risk Profile
the fund will invest principally in the Us 
equity markets and movements in the Us 
equity markets and currency will affect fund 
performance.

Fund Manager’s Report
Economic and market review
U.s. equity market experienced a strong twelve 
month period. relative volatility, which refers 
to stocks moving relative one another and to 
an index, was relatively stable over the past 
twelve months which tends to be conducive to 
inteCh’s investment process.

in addition, an overall increase in market 
diversity over the past twelve months reflected 
a change in the distribution of capital, in which 
smaller stocks outperformed larger stocks. 
the portfolio which tends to be overweight in 
smaller cap stocks as they provide more relative 
volatility capture potential, benefited from an 
overall rise in market diversity over the period.

the strategy’s active sector positioning tends 
to vary over time and is a function of the 
volatility and correlation characteristics of 
the underlying stocks. over the past twelve 
months, the portfolio’s average active sector 
positioning detracted from the strategy’s 
relative return. specifically, an underweight 
position to the information technology sector 
and an overweight position to the consumer 
discretionary sector detracted from relative 
performance. however, an overall positive 
stock selection effect more than offset the 
adverse sector positioning and the portfolio 
outperformed the s&p 500 index over the 
period.

avivainvestors.co.uk Aviva investors Us equity MoM 1 fund32
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AvivA investors Us eqUitY MoM 1 fUnd 
(ContinUed)

Fund Manager’s Report (continued)
Performance
over the year ended 31 July 2014, the 
fund* returned 6.47 per cent (net of fees), 
outperforming the s&p 500 index return of 5.01 
per cent by 1.46 per cent.

the strategy outperformed the benchmark for 
the three-, five-, and seven-year periods, and 
since inception as of 31 July 2014, gross of fees.

inteCh’s relative performance is typically 
impacted by two factors: the market’s relative 
volatility structure and size (market diversity).

Relative volatility environment
relative volatility refers to stocks moving relative 
to one another or relative to a benchmark. 
there have always been periods when relative 
volatility changes rapidly (e.g., the tech Wreck 
and the global financial Crisis) and there likely 
always will be. inteCh’s investment process is 
deliberately engineered to adapt to changes in 
the relative volatility structure through time.

over the course of the past twelve months, U.s. 
equity markets continued to exhibit reasonably 
stable relative volatility, which tends to be 
conducive to inteCh’s investment process.

The size factor
An increase in market diversity over the year 
reflected a change in the distribution of capital 
in which smaller stocks outperformed larger 
stocks, on average, which tends to result in 
a tailwind for most of inteCh’s investment 
strategies. 

over time, changes in market diversity 
historically have been a source of tracking error 
for inteCh’s strategies.

due to their volatility and correlation 
characteristics, the portfolio tends to overweight 
the smaller stocks within the investment 
universe as they provide more relative volatility 
capture potential. the portfolio’s active size 
positioning had a positive impact on relative 
performance over the past twelve months. A 
positive selection effect, which is a residual of 
the investment process, also contributed to the 
portfolio’s relative performance over the period.

Sector attribution 
the strategy’s active sector positioning tends 
to vary over time and is a function of the 
volatility and correlation characteristics of 
the underlying stocks. over the past twelve 
months, the portfolio’s average active sector 
positioning detracted from the strategy’s 
relative return. specifically, an underweight 
position to the information technology sector 
and an overweight position to the consumer 
discretionary sector detracted from relative 
performance.

however, an overall positive stock selection 
effect more than offset the adverse sector 
positioning and the portfolio outperformed the 
s&p 500 index over the period.
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Fund Manager’s Report (continued)
Outlook
inteCh attempts to generate a targeted excess 
return at the least amount of tracking error 
through all market cycles regardless of the 
direction the market moves or the magnitude of 
the move. the investment process is engineered 
for any environment. Because inteCh does not 
conduct traditional economic or fundamental 
analysis, inteCh has no view on individual 
stocks, sectors, economic, or market conditions. 
inteCh overweights and underweights stocks 
relative to the benchmark weightings based 
on estimates of stocks’ relative volatility and 
correlation characteristics. the estimation 
of relative volatilities and correlations and 
the determination of the overweights and 
underweights in the investment process 
rely only on stock return data, not on other 
economic or fundamental data.

the portfolio positioning is a function of the 
optimisation routine and is a by-product of the 
search for stocks with high relative volatility 
and low correlation. Consequently, the actual 
positioning of the portfolio from a sector and 
stock specific standpoint is a residual of the 
process. the rationale for overweighted and 
underweighted positions is a function of stocks’ 
relative volatility and correlation characteristics 
in aggregate.

going forward, inteCh will continue to 
implement its mathematical investment process 
in a disciplined and deliberate manner. At the 
same time, inteCh continues to make marginal 
improvements to the process, seeking an 
efficient portfolio that offers better long-term 
results than its benchmark regardless of the 
market’s direction.

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by intech. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance is not 
a guide to future performance. the value of an investment 
in the fund and any income from it may go down as well 
as up, and the investor may not get back the original 
amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2 1.04%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees). the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously. 
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 0.3854 0.6173

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 190.57 179.87 5.95%

* valued at bid market prices.

Total Return – Income Shares

Fund1 S&P 5002

share Class 2 6.47% 5.01%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  The value of investments will be affected by changes in 
exchange rates.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.

35



avivainvestors.co.uk Aviva investors Us equity MoM 1 fund

AvivA investors Us eqUitY MoM 1 fUnd 
(ContinUed)

Top Ten Holdings

31.07.14

Apple 2.43%

exxon Mobil 1.65%

Micron technology 1.23%

Actavis 1.17%

visa ‘A’ 1.12%

Cigna 1.09%

facebook 'A' 1.05%

Comcast ‘A’ 1.00%

Aetna 0.96%

sempra energy 0.94%

31.07.13

exxon Mobil 3.50%

Apple 2.49%

At&t 1.89%

iBM 1.60%

Chevron 1.58%

pfizer 1.43%

google ‘A’ 1.41%

general electric 1.36%

Johnson & Johnson 1.31%

home depot 1.22%

Portfolio Breakdown

31.07.14 31.07.13

United states of America 93.44% 95.43%

ireland; republic of 2.44% 1.70%

netherlands 1.13% 0.76%

Channel islands 0.80% 0.17%

switzerland 0.48% 0.22%

British virgin islands 0.41% 0.00%

United Kingdom 0.31% 0.43%

singapore 0.25% 0.00%

Curacao 0.17% 0.00%

Bermuda 0.08% 0.28%

other Countries 0.00% 0.47%

total investments 99.51% 99.46%

net other Assets 0.49% 0.54%

net Assets 100.00% 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 112.40 77.21

2010 130.80 106.40

2011 137.80 110.60

2012 148.60 132.30

2013 182.69 142.60

2014** 191.46 174.50

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 1.1596 11.48

2010 0.6320 6.26

2011 0.9858 9.76

2012 1.2342 12.22

2013 1.4017 13.88

2014* 0.9009 8.92

* Up to 30 september 2014 (the final distribution payment 
date).

Calendar Year Performance

Total Return Fund3

%
S&P 5004

%

2009

share Class 2 13.20 16.20

2010

share Class 2 18.20 18.90

2011

share Class 2 3.65 2.11

2012

share Class 2 6.72 10.91

2013

share Class 2 30.23 29.93

2014*

share Class 2 5.20 3.65

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors Us equity MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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AvivA investors eUro eqUitY MoM 1 
fUnd

Investment Objective
Long term capital growth by investing primarily 
in european equities (excluding UK).

Investment Policy
the fund will invest primarily in equity securities 
listed or traded on regulated markets in europe 
(excluding UK). Limited exposure to other 
geographic regions may be possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits.

Risk Profile
the fund will invest primarily in the european 
equity markets and movements in the european 
equity markets and currency fluctuations will 
affect fund performance.

Fund Manager’s Report
over the year ended 31 July 2014, the 
fund* returned 2.13 per cent (net of fees), 
underperforming the ftse® World europe 
(ex UK) index return of 4.14 per cent by 2.01 
per cent.

Market review
european equities made further gains during the 
past 12 months, due to signs of stabilisation in 
the euro zone and growing confidence in the 
global economy. volatility during the period was 
caused by the initial talk of tapering Us bond 
purchases in november and the effects of said 
tapering on emerging market currencies well 
into 2014. tensions between russia and Ukraine, 
and conflict in gaza and iraq also weighed on 
investors’ minds. however, despite such volatility, 
investors generally focused on the strengthening 
recovery in the developed world.

slow yet steady progress in the euro zone 
has been seen in strengthening purchasing 
Managers’ index (pMi) figures, falling 
government bond yields in peripheral countries 
and structural reforms across the continent. 
however, despite such improvements, the 
european Central Bank has kept monetary 
policy accommodative, enacting another cut in 
interest rates, including negative deposit rates, 
and targeted longer-financing operations in the 
second quarter of 2014. european parliamentary 
elections in May were another flashpoint for 
europe and saw parties of the populist right 
across the continent make significant gains, 
notably in france and the netherlands. 
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Fund Manager’s Report (continued)
Portfolio review
stock selection in consumer goods added 
significant value over the period. Within the 
sector, automobile parts manufacturer valeo and 
jeweller pandora performed well. the former 
was the strongest performing position in the 
portfolio, adding to returns after it reported 
strong results which surpassed expectations.

industrials was the weakest sector during the 
period. swiss industrial transport business, 
panalpine World transport was among the 
weakest holdings in the portfolio.

stock selection in utilities was positive, though 
our underweight hurt returns. electricity supplier 
red electrica was a noteworthy contributor, 
as spanish regulatory changes announced in 
January were more positive than expected. 

Amongst consumer discretionary stocks our 
overweight position in turkish low-cost airline 
pegasus contributed positively, due to a very 
strong run of performance following its ipo in 
April 2013.

oil & gas has been a weak sector for the 
strategy, and our overweight in petroleum geo-
services was the period’s worse performer. the 
company’s results have been somewhat poor, 
and guidance was reduced towards the end of 
2013. 

stock selection in financials hurt returns during 
the past 12 months, particularly among banks. 
our zero weighting in Banco santander was one 
of our weakest holdings, partially offset by an 
overweight in turkiye garanti Bankasi.

Outlook
We will continue to monitor the economic 
recovery across europe and the rest of the world. 
Although we expect further stabilisation in the 
euro zone, we are mindful that developments 
in Ukraine and russia, as well as further actions 
by the eU to sanction russia, will have an effect 
on investor sentiment. Another unknown is the 
price of oil, and any further price rises as a result 
of unrest in iraq are likely to have an adverse 
effect on european and global growth. if global 
growth remains solid and emerging markets 
continue to recover, we believe earnings in 
europe can beat expectations. there is certainly 
room for share prices to rise further, as the 
potential for further profit recovery in europe still 
exceeds that globally and valuations are close to 
their historical average. in addition, stock market 
activity is high, with more ipos coming to market 
and M&A activity increasing.

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by Lazard 
Asset Management. 

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2 1.07%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees).  the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously.  
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 2.2963 2.8258

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 169.10 167.84 0.75%

* valued at bid market prices.

Total Return – Income Shares

Fund1 FTSE®
World Europe

(ex UK)2

share Class 2 2.13% 4.14%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  The value of investments will be affected by changes in 
exchange rates.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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Top Ten Holdings

31.07.14

novartis 6.69%

Bayer 4.43%

Anheuser-Busch inBev 4.39%

Bnp paribas 3.74%

novo-nordisk 3.39%

Allianz 3.16%

Unilever 3.13%

sanofi 2.99%

siemens 2.87%

volkswagen 2.59%

31.07.13

novartis 6.21%

nestle 4.42%

Bayer 4.37%

Bnp paribas 3.86%

sanofi 3.79%

Anheuser-Busch inBev 3.29%

BMW 2.57%

valeo 2.54%

sampo ‘A’ 2.51%

Unilever 2.41%

Portfolio Breakdown

31.07.14 31.07.13

germany 22.03% 17.95%

switzerland 16.79% 21.03%

france 9.08% 12.75%

netherlands 8.14% 9.21%

denmark 6.46% 4.63%

spain 6.03% 4.38%

Belgium 4.97% 3.29%

italy 4.20% 3.47%

sweden 3.89% 8.77%

finland 3.25% 2.51%

other Countries 14.44% 12.51%

total investments 99.28% 100.50%

net other Assets/(Liabilities) 0.72% (0.50)%

net Assets 100.00% 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 145.20 91.22

2010 145.60 119.90

2011 155.50 108.91

2012 144.30 113.70

2013 176.31 144.40

2014** 183.03 167.72

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 3.1323 25.06

2010 2.2090 17.68

2011 2.6241 21.00

2012 2.5437 20.35

2013 2.8258 22.61

2014* 2.2963 18.37

* Up to 30 september 2013 (the final distribution payment 
date).
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the value of an investment in the Aviva 
investors euro equity MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.

Calendar Year Performance

Total Return Fund3

%
FTSE® World 

Europe
(ex UK)4

%

2009

share Class 2 17.20 20.10

2010

share Class 2 3.20 5.80

2011

share Class 2 (13.03) (14.71)

2012

share Class 2 19.85 17.82

2013

share Class 2 26.03 25.18

2014*

share Class 2 (2.59) (0.66)

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.
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Investment Objective
Long term capital growth by investing primarily 
in european equities (excluding UK).

Investment Policy
the fund will invest primarily in equity securities 
listed or traded on regulated markets in europe 
(excluding UK). Limited exposure to other 
geographic regions may be possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits.

Risk Profile
the fund will invest primarily in the european 
equity markets and movements in the european 
equity markets and currency fluctuations will 
affect fund performance.

Fund Manager’s Report
Market review
equity market movements over the first 
six months under review continued to be 
dominated by Us monetary policy. A consensus 
opinion had formed that the Us federal reserve 
was likely to taper quantitative easing at its 
september meeting, only for the fed to choose 
to maintain the same rate of asset purchases; it 
eventually announced in december that qe  
would be reduced by $10bn to $75bn/month 
from January 2014. this announcement 
seemed to mark something of a shift in capital 
markets as the greater certainty over the path 
of monetary policy led to more subdued, less 
sentiment-driven equity markets. 

Markets then stumbled at the start of 2014 
due to concerns over emerging market 
economies and their exposure to higher 
funding costs because of tapering. evidence of 
significant weakness in the Us economy also 
emerged, with first quarter growth eventually 
downgraded to -2.9%. however, much of this 
dip was attributable to the impact of unusually 
cold weather in north America at the start of 
the year. geopolitical risks rose in the second 
half of the year due to the development of 
crises in Ukraine, gaza and iraq. Accounting 
irregularities at portugal’s Banco espirito santo 
also put european equity markets under 
pressure at the end of the year and led to a 
spike in yields on periphery government debt.

With investors continuing to chase yields and 
the eCB acting in a dovish manner, government 
bond yields were driven even lower. this 
contributed to a 20% rise in the european 
utilities sector over the year as it typically 
consists of defensive companies paying high 
dividends. the telecoms sector (+10.8%) 
was another big riser while consumer staples 
(-4.6%) and consumer discretionary (-4.0%) 
were the main fallers.
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Fund Manager’s Report (continued)
Portfolio review
over the year ended 31 July 2014, the 
fund* returned 3.97 per cent (net of fees), 
underperforming the ftse® World europe 
(ex UK) index return of 4.14 per cent by 0.17 
per cent. 

We found the environment in 2014 to be more 
conducive to the application of the Cashflow 
solution investment process than it was 
throughout 2013.

At the interim stage we commented that 
contrarian value styles had again outperformed 
growth for much of the period, while measures 
of quality – which our investment process 
favours – such as return on equity and 
cashflow-based metrics, fared poorly. style 
headwinds became less of a factor in 2014, 
with companies that scored well on the quality 
metrics enjoying better returns.
the best performing holdings over the twelve 
months included: Actelion, the swiss pharma 
company whose opsumit pill to tackle 
hypertension was well received, leading to 
increased 2014 earnings guidance; finnish pulp 
and paper company UpM Kymmene, which 
is making good progress on a cost cutting 
programme designed to offset lower volumes 
in its paper division, while it is enjoying strong 
global growth in its pulp and label materials 
operations; and AstraZeneca, whose shares rose 
after it received a series of takeover proposals 
from Us pharmaceutical peer pfizer. 

the biggest detractors from portfolio 
performance included: oil & gas industry drilling 
contractor fred olsen, as it increased cost 
estimates relating to downtime and renewal 
at its Blackford dolphin rig; Lundin petroleum, 
whose shares suffered as a result of delays to 
the development of the Johan sverdrup field 
in which it is a partner and a narrowing of its 
potential resource range; and bookmaker paddy 
power, which saw adverse football results in 
the spring of 2014, and also announced the 
departure of its long-serving chief executive. 

in keeping with the Cashflow solution 
investment process, the annual review of 
companies’ reports and accounts took place 
in the second half of the review period, and 
resulted in a number of changes to the portfolio 
of companies held.

13 companies were added: Banco santander, 
Coloplast, deutsche Lufthansa, e.on, enagas, 
fCC, JM AB, M6 Metropole television, opAp, 
orange, red electrica, straumann, and UBs. 
seven holdings were sold: Bilfinger, Lonza 
group, Lundin petroleum, oC oerlikon, statoil, 
UpM Kymmene and Wincor nixdorf. following 
the release of nobel Biocare’s results and prior 
to the annual review, we sold the holding in 
the company as it no longer met our cash flow 
criteria. the proceeds of the sale were used to 
fund an investment in swedish clothing retailer 
hennes & Mauritz.

the portfolio’s overall style profile remains 
tilted towards high-quality growth, as we 
would expect given the qualities the investment 
process seeks to identify, but this bias is slightly 
less marked as we have again included some 
contrarian value opportunities in this year’s 
selection of companies. 
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Fund Manager’s Report (continued)
Outlook
We remain of the view that high through-
the-cycle valuations, particularly in the Us, in 
conjunction with a tightening of monetary 
policy, will continue to act as a restraint on 
equity markets. however, this view is tempered 
slightly by the lack of excessive capital spending 
and balance sheet growth in evidence. 
historically, there is a negative relationship 
between levels of corporate investment and 
equity markets; when corporates have spent 
aggressively en masse in the past – reflecting 
an upbeat assessment of the economic outlook 
– their behaviour has often been proven overly 
optimistic in light of subsequent economic 
outcomes. such aggressive corporate behaviour 
is currently at very low levels in europe and only 
modest levels in the Us in our opinion.

We know from the historic evidence that 
our investment process tends to struggle in 
an environment in which equity markets are 
sharply re-rating higher. We think that this 
is now a less likely scenario looking forward, 
owing to the stretched valuations that currently 
prevail. We remain of the view that the 
Cashflow solution investment process has the 
potential to perform well relative to the market 
over the course of the next 18-24 months. the 
recent weak performance from through-the-
cycle contrarian value measures may indicate 
that these strategies could now perform quite 
poorly as markets become focused on shorter 
term earnings delivery. in contrast, this would 
represent a much better environment for our 
investment process which tends to emphasise 
companies generating high cash returns on 
equity. in addition, the adverse conditions for 
the investment process that prevailed in 2012 
and 2013 highlight the potential for mean 
reversion over the course of the next 18-24 
months.

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by 
Liontrust investment partners LLp.

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2 1.06%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees). the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously. 
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 3.0972 3.2348

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 162.20 158.98 2.03%

* valued at bid market prices.

Total Return – Income Shares

Fund1 FTSE®
World Europe

(ex UK)2

share Class 2 3.97% 4.14%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  The value of investments will be affected by changes in 
exchange rates.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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Top Ten Holdings

31.07.14

Actelion 4.17%

Boliden 3.93%

enagas 3.69%

straumann holding 3.66%

opAp 3.65%

hugo Boss 3.61%

e.on 3.57%

novo-nordisk ‘B’ 3.55%

Banco santander 3.51%

red electrica 3.47%

31.07.13

Wincor nixdorf 4.62%

Michelin 4.54%

Amadeus it 4.37%

Actelion 4.37%

oC oerlikon Corporation 4.26%

fred olsen energy 4.09%

vivendi 4.09%

hugo Boss 4.06%

UpM-Kymmene 4.01%

swedish Match 3.99%

Portfolio Breakdown

31.07.14 31.07.13

spain 16.98% 4.37%

sweden 16.93% 15.64%

switzerland 14.09% 20.29%

france 12.52% 8.63%

germany 12.50% 16.25%

norway 10.49% 17.23%

denmark 6.95% 3.82%

greece 3.65% 0.00%

Belgium 3.10% 3.83%

other Countries 2.93% 7.63%

total investments 100.14% 97.69%

net other (Liabilities)/Assets (0.14)% 2.31%

net Assets 100.00% 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 144.50 92.19

2010 150.80 123.90

2011 159.40 113.20

2012 142.70 117.80

2013 162.54 142.90

2014** 173.96 159.25

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 2.7231 23.25

2010 2.4027 20.52

2011 2.3033 19.67

2012 2.0115 17.18

2013 3.3851 28.91

2014* 3.0972 26.45

* Up to 30 september 2014 (the final distribution payment 
date).

Calendar Year Performance

Total Return Fund3

%
FTSE® World 

Europe
(ex UK)4

%

2009

share Class 2 17.20 20.10

2010

share Class 2 6.80 5.80

2011

share Class 2 (17.14) (14.71)

2012

share Class 2 18.11 17.82

2013

share Class 2 16.87 25.18

2014*

share Class 2 2.64 (0.66)

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors euro equity MoM 2 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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Investment Objective
Long term capital growth by investing primarily 
in Asia pacific equities (excluding Japan).

Investment Policy
the fund will invest primarily in equity securities 
listed or traded on regulated markets in the 
Asia pacific region (excluding Japan). Limited 
exposure to other geographic regions may be 
possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits.

Risk Profile
the fund will invest principally in the Asia 
pacific Basin (ex Japan) equity markets and 
movements in these markets and currencies 
will affect fund performance.

Fund Manager’s Report
Market review 
over the year ended 31 July 2014, the 
fund* returned 7.83 per cent (net of fees), 
outperforming the ftse® World Asia pacific 
(ex Japan) index return of 6.33 per cent by 1.49 
per cent. 

Economic & Market review
Asian equities were volatile in the second half 
of 2013, with performance tied to alternating 
views of the Us federal reserve’s policy and 
economic data in China. initially the former led 
to weakness, on concern over a possible end to 
Us ‘quantitative easing’, but towards the end 
of 2013 markets regained some ground after 
the federal reserve announced its intention to 
hold interest rates close to zero. Asian equities 
delivered positive returns in the first half of 
2014, led by AseAn markets which rebounded 
following the sell-off as risk aversion eased 
on the back of continued accommodative 
monetary policies from central banks globally.

the fund‘s outperformance of the index came 
from stock selection in most markets, with 
China, taiwan and Korea leading. from a sector 
perspective, selection in industrials, oil & gas 
and telecommunication stocks was beneficial to 
the fund. 

performance was supported by stock 
selection in China, particularly within mid-
caps, which helped offset being overweight 
the AseAn markets. Chinese stocks were 
boosted by optimism over the government’s 
third plenary reform proposals, with most 
Consumer, healthcare and it stocks rallying 
on expectations that the policy measures will 
drive the economy towards more sustainable 
consumption-led growth. this boosted 
sentiment towards stocks such as sound 
global, Baidu and Baoxin Auto group, while 
China pacific insurance extended gains on 
expectations of further deregulation within the 
insurance sector.
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Fund Manager’s Report (continued)
Economic & Market review (continued)
in other markets, taiwanese technology stocks 
Mediatek, Asustek Computer and radiant 
opto-electrics rose on the back of strong 
earnings guidance, with companies ramping 
up capacity in anticipation of new product 
launches in the second half of this year. in 
Korea the holdings in sK telecoms and sK 
hynix lifted performance with robust earnings 
momentum and profit margin improvement.

AseAn holdings were detractors, driven by 
the sell-off in emerging markets globally in the 
second half of last year. the holdings in BeC 
World, Bangkok Bank and semen indonesia 
came under pressure. hong Kong developers 
sun hung Kai and hongkong Land were also 
negatively impacted from expectations of rising 
interest rates and slowing rental growth.

Portfolio Activity 
over the last 12 months the Manager sought 
opportunities amidst the market volatility to 
initiate and add on to positions to stocks with 
attractive valuations.

the fund subscribed to the placement of 
emperador, the liquor unit of philippine 
conglomerate Alliance global. in addition, 
a new position was initiated in Korea’s sK 
telecom because of its undemanding share 
valuations, earnings momentum and declining 
handset subsidies. Within hong Kong property, 
the position in sun hung Kai properties was 
trimmed to top up the holding in Cheung 
Kong, which trades at a material discount to 
nAv.

Long-held Korean stocks samsung electronics 
and hyundai Motor were also sold, in 
expectation of intense handset competition 
hurting samsung’s profits and hyundai Motor’s 
profitability being likely to be hurt by the 
depreciating yen and higher sales incentives. 

Market outlook and investment strategy 
Asian news flow is likely to remain focused on 
the same two issues as the last 12 months, 
China’s growth profile and the direction of 
Us interest rates. the Manager continues to 
believe that, while China is facing a significant 
slowdown in the near term as it digests several 
years of over-investment and excessive credit 
growth, the relatively closed nature of its 
economy gives authorities room to manage this 
adjustment without invoking a financial crisis. 

volatility in global markets has been abnormally 
low in recent months. Almost all of the de-
rating suffered by the more “fragile” Asian 
economies last year has now been unwound 
and there have been renewed capital inflows. 
it is likely that most developed economies face 
a prolonged period of sub-par growth as the 
hangover from the recent recession lingers 
far longer than normal. however, the Us is 
probably closest to ‘normality’ and therefore 
Us interest rates could rise within the next year, 
another important test for markets around the 
world that have grown reliant on near-zero Us 
interest rates.
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Fund Manager’s Report (continued)
Portfolio Activity (continued)
Although the Manager remains cautious on 
the outlook for Chinese growth given the 
necessary structural adjustments, there are still 
attractive individual stock opportunities in that 
market, with businesses that can benefit from 
the secular growth in domestic consumption 
in industries like healthcare, insurance, 
e-commerce and tourism. the Manager also 
continues to see good value in many of the 
more traditional hong Kong blue-chip property 
stocks and conglomerates, where valuations 
have been depressed by worries about Us 
interest rates. elsewhere the portfolio remains 
focussed on the stronger, globally-competitive 
industrial and technology companies in north 
Asia, and local businesses in south east Asia 
that are well placed to benefit from the longer 
term growth in domestic consumption. 

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by 
schroder investment Management. 

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2 1.36%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees). the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously. 
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 1.6972 1.6367

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 198.14 185.87 6.60%

* valued at bid market prices.

Total Return – Income Shares

Fund1 FTSE® World
Asia Pacific
(ex Japan)2

share Class 2 7.83% 6.33%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  The value of investments will be affected by changes in 
exchange rates.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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Top Ten Holdings

31.07.14

taiwan semiconductor 3.85%

Bhp Billiton 3.76%

hon hai precision 3.75%

hyundai Motor 3.28%

samsung electronics 3.02%

national Australia Bank 2.81%

Jardine Matheson 2.70%

Mediatek 2.60%

sK telecom 2.59%

Australia & new Zealand Bank 2.48%

31.07.13

samsung electronics 5.01%

AiA group 3.84%

hyundai Motor 3.79%

Bhp Billiton 3.36%

Jardine Matheson 3.35%

hon hai precision 3.25%

Baidu 2.86%

taiwan semiconductor 2.70%

sun hung Kai properties 2.52%

national Australia Bank 2.48%

Portfolio Breakdown

31.07.14 31.07.13

Australia 25.73% 23.64%

taiwan 12.18% 10.49%

Korea; republic of 12.14% 11.53%

hong Kong 9.29% 10.95%

China 8.79% 7.73%

singapore 6.99% 6.93%

Cayman islands 6.98% 9.20%

Bermuda 5.76% 6.88%

thailand 3.28% 4.52%

indonesia 2.32% 3.18%

other sectors 4.86% 3.19%

total investments 98.32% 98.24%

net other Assets 1.68% 1.76%

net Assets 100.00% 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 167.30 107.30

2010 190.10 150.70

2011 183.70 143.70

2012 188.50 161.00

2013 209.30 172.50

2014** 200.50 175.66

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 2.2328 18.27

2010 1.0356 8.47

2011 2.4839 20.32

2012 2.4480 20.03

2013 2.3841 19.51

2014* 2.4787 20.28

* Up to 30 september 2014 (the final distribution payment 
date).

Calendar Year Performance

Total Return Fund3

%
FTSE® 

World
Asia Pacific
(ex Japan)4

2009

share Class 2 40.90 53.80

2010

share Class 2 14.50 24.40

2011

share Class 2 (13.59) (12.93)

2012

share Class 2 17.75 17.72

2013

share Class 2 (0.34) 2.72

2014*

share Class 2 9.01 7.80

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors Apac equity MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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Investment Objective
Long term capital growth by investing primarily 
in Japanese equities.

Investment Policy
the fund will invest primarily in equity securities 
listed or traded on regulated markets in Japan. 
Limited exposure to other geographic regions 
may be possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits.

Risk Profile
the fund will invest primarily in the Japanese 
equity markets and movements in the Japanese 
equity markets will affect fund performance.

Fund Manager’s Report
Portfolio performance
over the year ended 31 July 2014, the 
fund* returned 1.00 per cent (net of fees), 
outperforming the ftse® World Japan index 
return of -0.60 per cent by 1.60 per cent.

stock selection drove the outperformance 
during the review period. the steady global 
economic recovery and rapid weakening of 
the yen against other major currencies have 
together helped to lift the earnings prospects 
for many Japanese companies and have 
therefore continued to support the equity 
market. Moreover, Japanese companies issued 
favourable earnings results announcements 
throughout the period to support the Japan 
equity market, especially among manufacturing 
companies. these stocks soared as they have 
managed to keep cost structures tight and have 
received a positive earnings boost from the 
change in economic conditions. Meanwhile,  
the selection of tokyo in early september as 
host for the 2020 summer olympic games 
also helped to underpin the positive market 
sentiment. 

(please note that the attribution analysis is 
performed on the equity portfolio only on  
a Japanese yen basis.)

avivainvestors.co.uk Aviva investors Japan equity MoM 1 fund56



avivainvestors.co.ukAviva investors Japan equity MoM 1 fund

AvivA investors JApAn eqUitY MoM 1 
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Fund Manager’s Report (continued)
Portfolio performance (continued)
our sector allocation strategy had a small 
negative impact of 5bp on the overall 
performance during the review period. the 
financials sector failed to keep pace with the 
rise in the Japan equity market, despite its 
attractive valuations. earnings momentum 
waned and global regulators moved towards 
requiring larger capital buffers in the case of 
extraordinary conditions for large financial 
institutions, which caused a drag on their 
performance. thus, our overweight position 
in the financials sector had a negative impact 
of 24bp on the relative performance. on the 
other hand, our overweight position in the 
Capital goods sector generated a positive 
result, adding 17bp to the relative performance. 
Capital goods manufacturers saw substantial 
improvements in the profit margin due to a 
favourable yen exchange rate and a recovery in 
global demand. however, these positive results 
failed to outweigh the negative effects from 
other sector positions.

on the other hand, stock selection generated 
a positive contribution of 379bp to the relative 
performance during the review period. our 
favoured manufacturing companies, which 
have revised their cost structures during the 
downturn, capitalised on the improvement in 
the recent business conditions and staged a 
substantial rebound in earnings momentum. 
seiko epson, a leading inkjet printer maker,  
was one of the leading positive contributors. 
new products have sold well and benefited 
from both cost reduction efforts and sales 
growth, which have beaten consensus estimates 
for several quarters. nideC, a motor producer, 
expanded its business operations to automobiles 
from electronics and improved its medium-term 
earnings prospects. We therefore saw a positive 
contribution of 94bp in the electronics sector. 

in the infrastructure sector, our favoured J-reit 
holdings soared as they have successfully 
increased dividends on the back of appropriate 
property acquisitions and favourable real estate 
market conditions. our favoured construction 
companies, including Kajima, also demonstrated 
improved profit margins as the number of new 
projects in Japan increased. therefore, selection 
in the infrastructure sector was able to add 
164bp to the relative performance.

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by nomura 
Asset Management.

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2 1.39%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees). the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously.
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 0.5322 0.5625

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 130.54 129.80 0.57%

* valued at bid market prices.

Total Return – Income Shares

Fund1 FTSE®
Japan2

share Class 2 1.00% (0.60)%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  The value of investments will be affected by changes in 
exchange rates.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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Top Ten Holdings

31.07.14

toyota Motor 3.28%

Mitsubishi UfJ financial 3.09%

Mizuho financial 2.49%

Mitsui fudosan 1.96%

nippon telegraph & telephone 1.92%

sumitomo Mitsui financial 1.83%

isuzu 1.64%

t&d 1.56%

fuji heavy industries 1.43%

neC 1.34%

31.07.13

Mitsubishi UfJ financial 3.76%

toyota Motor 3.18%

sumitomo Mitsui financial 2.97%

Mizuho financial 2.66%

isuzu 1.97%

orix 1.93%

Aozora Bank 1.68%

nissan Motor 1.66%

Bridgestone 1.60%

Kawasaki heavy industries 1.38%

Portfolio Breakdown

31.07.14 31.07.13

Automobiles & parts 17.37% 15.22%

Banks 10.34% 12.33%

industrial engineering 9.07% 10.28%

technology hardware & 
equipment 6.79% 7.41%

Construction & Materials 5.07% 3.02%

electronics & electrical 
equipment 4.37% 2.97%

general retailers 4.36% 4.72%

real estate 3.96% 4.93%

Chemicals 3.92% 3.29%

industrial Metals 3.90% 3.44%

other sectors 30.49% 31.98%

total investments 99.64% 99.59%

net other Assets 0.36% 0.41%

net Assets 100.00% 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 107.50 82.42

2010 123.70 102.60

2011 125.40 100.30

2012 113.70 97.40

2013 141.30 104.80

2014** 133.07 116.53

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 0.6517 6.14

2010 0.3821 3.60

2011 0.7038 6.63

2012 1.0220 9.62

2013 0.4195 3.95

2014* 0.7002 6.59

* Up to 30 september 2014 (the final distribution payment 
date).
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Calendar Year Performance

Total Return Fund3

%
FTSE® 
Japan4

%

2009

share Class 2 (3.20) (5.80)

2010

share Class 2 21.30 19.00

2011

share Class 2 (4.50) (5.50)

2012

share Class 2 2.63 3.33

2013

share Class 2 22.66 24.95

2014*

share Class 2 1.54 (0.06)

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors Japan equity MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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Investment Objective
Long term capital growth by investing primarily 
in emerging markets equities.

Investment Policy
the fund will invest primarily in equity securities 
listed or traded in emerging Markets. Limited 
exposure to other geographic regions may be 
possible. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: equities or securities with 
equity characteristics, unlisted transferable 
securities, convertibles, preference shares, 
warrants, money market instruments, collective 
investment schemes and deposits.

Risk Profile
the fund will invest primarily in emerging 
Market equities and movements in these 
instruments and currencies will affect fund 
performance.

Fund Manager’s Report
Performance review
over the year ended 31 July 2014, the 
fund* returned 3.21 per cent (net of fees), 
outperforming the MsCi emerging Market 
index return of 3.91 per cent by 0.70 per cent. 
At the regional level, positive stock selection** 
in Asia (China and india) contributed to excess 
gains, though negative stock selection in 
eMeA (predominantly south Africa and russia) 
weighed on returns. At a sector level, stock 
selection and allocation drove performance. 
positive stock selection in financials and 
industrials were standouts, along with an 
overweight allocation to information technology 
and an underweight to telecommunications 
services, but this was diluted by our overweight 
allocation to consumer staples and by poor 
stock selection in materials.

Economic and market review
emerging markets rose but underperformed 
developed markets in the period, which was 
characterised by pronounced volatility amid 
concerns about the timing of the federal 
reserve’s exit from quantitative easing and 
the pace of global growth. the fed’s hints in 
May 2013 that it might start contemplating a 
withdrawal of large-scale stimulus caused sharp 
falls in emerging markets as funds rushed to 
safe havens. Countries with large current and 
budget deficits suffered the most, including 
india, indonesia, turkey and russia. emerging 
markets recovered their losses in the second 
half of the year as the fed, Japan and europe 
maintained the pace of their monetary easing. 
however, towards the end of the year, a pick-up 
in U.s. economic growth and a stabilisation in 
China’s slowdown renewed concerns the fed 
would start to withdraw liquidity sooner than 
expected. poor economic figures from China 
and russia’s conflict with Ukraine over Crimea 
sparked another market rout in the first quarter 
of 2014, though markets recovered their poise 
in the last three months. 
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Fund Manager’s Report (continued)
Economic and market review (continued)
they were helped by the receding prospect of 
an outright armed conflict between russia and 
Ukraine and a better global growth outlook, 
based on a recovery in the U.s. from the impact 
of harsh winter weather and a growing belief 
that stimulus measures in China were beginning 
to take hold. 

Asian and Middle east and African markets 
were the strongest performers in the period. 
China surged on the view that reforms efforts 
were beginning to pay dividends. Korea and 
taiwan delivered healthy returns on strong 
economic performance. india also did well as 
stocks surged to record amid brighter prospects 
for the country’s economic revival.  

By contrast, a sharp decline emerging 
europe was the largest negative influence. 
the annexation of Crimea and conflict with 
Ukraine caused the russian market to sell off 
precipitously. other eastern european markets, 
such as hungary and poland, also dropped on 
geopolitical concerns and fragile eU growth. 
Latin America was little changed, with investors 
concerned about the weak economic backdrop 
in Brazil and Mexico. 

the strongest-performing sectors over the 
year were information technology, consumer 
discretionary and utilities. Consumer 
staples was the greatest laggard, while 
telecommunications services and energy also 
underperformed. 

Contributors
in China, positive stock selection was primarily 
due to our strong conviction in information 
technology names Baidu, the internet 
search firm, and tencent, the largest online 
community in the country. Baidu added on 
increased mobile monetisation boosting 
revenues and as management provided positive 
revenue guidance. tencent contributed after 

encouraging user engagement results from 
its recent gaming offering and as WeChat is 
expected to dominate mobile gaming. india 
also boosted relative performance amid a 
market rally since late 2013. iCiCi Bank and Axis 
Bank, for example, were notable contributors 
in the rally before and after the outright 
general election victory of the Bharatiya Janata 
party. fundamentals also appear to be strong, 
with iCiCi Bank, india’s fourth largest bank, 
continuing to deliver solid increases in net 
interest margins, further operating leverage, 
and stable asset quality, resulting in continued 
improvement in its profitability. 

Detractors
performance was hampered by stock selection 
within south Africa. not owning naspers, the 
south African multinational media company, 
detracted. Much of the optimism around the 
company is based on its holding in tencent, 
an overweight allocation in the portfolio. 
shoprite, the food retailer, detracted on softer 
sales and weaker cash generation. We remain 
positive on the company as store expansion 
provides a long-term growth opportunity across 
Africa and it has a stronger top and middle 
management team than its peers. russia was a 
significant detractor due to stock selection and 
our marginal overweight position. the conflict 
with Ukraine caused the more liquid and widely 
held names to sell off over q1 2014, including 
Magnit, despite reporting strong sales growth 
as it restarted promotions, and sberbank, 
despite strong quarterly results. Uncertainty 
over the impact of Western sanctions on the 
russian economy as well as the future of the 
bank’s operations in Ukraine drove the stock 
lower too. We maintained our overall weight 
in russia and made some individual stock 
changes, adding to high conviction names 
that most aggressively sold off. on a sector 
basis, stock selection in consumer staples and 
materials detracted. 
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Fund Manager’s Report (continued)
Outlook
We believe that emerging markets stocks are 
an attractive asset class for long-term investors, 
but they should invest gradually and have 
realistic expectations. emerging markets may 
not outperform developed markets by the wide 
margin achieved over the past decade, but they 
will likely resume their role as global leaders 
over time.

growth in emerging markets has significantly 
weakened over the past year due to a 
combination of domestic cyclical slowdowns 
and external forces following the U.s. 
federal reserve’s tapering of its longstanding 
quantitative easing program starting in 2014. 
Most emerging markets are still growing faster 
than developed ones, but we believe a return 
to double-digit growth rates in the foreseeable 
future appears unlikely. emerging markets 
stocks are trading at a discount relative to 
their history and their developed market peers, 
offering compelling valuations. however, we 
could see volatility over the near term due to 
various risks including: a worse-than-expected 
economic slowdown in China; a further rise 
in investors’ risk aversion; and a rise in U.s. 
interest rates due to fed tapering, which 
would exacerbate capital outflows. political risk 
has increased in many countries due to hold 
elections in the coming months, though in 
some instances we believe that new leadership 
could enact market-friendly reforms. 

Consumer-driven growth in emerging markets 
remains a core theme. We believe that we are 
in the early stages of a multiyear growth cycle 
driven by rising consumption in developing 
economies. secular trends including an 
expanding middle class, declining poverty, 
rising consumption, and real wage growth are 
the source of huge economic potential in the 
developing world. As people grow wealthier, 
they also purchase higher-quality products. 
We see solid growth opportunities in many 
consumer-driven businesses, fuelled by rising 
domestic consumption in many countries.

in recent years, we have noted significant 
dispersion in the returns of emerging markets 
stocks even within the same country and 
industry. We expect this to continue over 
time, particularly with the end of the global 
commodities boom and double-digit annual 
economic growth in China. given the removal 
of these longtime global growth tailwinds, we 
believe that careful stock selection will become 
increasingly important for producing good 
returns in emerging markets over the long run.

September 2014

* index return is for 12 months to 31 July 2014. fund 
performance figures – share class 2, source Lipper, net 
of fees, net income reinvested in gBp. Unless otherwise 
indicated, all data has been sourced by t rowe price 
international.

** portfolio attribution is for 16 August 2013 (manager 
appointment date) to 31 July 2014.

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

31 January 1 february 31 March

Ongoing Charges Figure*

31.07.14

share Class 2 1.44%

*the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees). the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously.  
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the six months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 1.3039 2.9040

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 320.22 312.00 2.63%

* valued at bid market prices.

Total Return – Income Shares

Fund1 MSCI
Emerging

Markets
Index2

share Class 2 3.21% 3.92%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  The value of investments will be affected by changes in 
exchange rates.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.

AvivA investors eM eqUitY MoM 1 fUnd 
(ContinUed)
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Top Ten Holdings

31.07.14

taiwan semiconductor 3.96%

samsung electronics 3.53%

Baidu Ads 3.18%

tencent 3.05%

itau Unibanco non-Cum preference 2.92%

Magnit gdr 2.73%

Lojas renner 2.50%

hyundai Motor 2.44%

sberbank Adr 2.04%

sABMiller 2.01%

31.07.13

Aberdeen global funds – indian equity 
Z-2 Acc 8.57%

samsung electronics 4.16%

China Mobile 3.64%

Banco Bradesco Adr 3.44%

taiwan semiconductor 3.29%

tenaris Adr 3.06%

fomento economico Mexicano Adr 2.91%

Astra international 2.85%

grupo financiero Banorte ‘o’ 2.77%

Lukoil Adr 2.75%

Portfolio Breakdown

31.07.14 31.07.13

Brazil 13.28% 15.72%

Korea; republic of 11.61% 5.18%

india 10.29% 12.74%

Cayman islands 8.67% 0.00%

taiwan 8.64% 4.37%

China 7.23% 2.75%

south Africa 5.32% 3.47%

russia 5.14% 4.09%

hong Kong 4.42% 10.99%

Mexico 3.24% 7.79%

other Countries 17.91% 32.81%

total investments 95.75% 99.91%

net other Assets 4.25% 0.09%

net Assets 100.00% 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 236.80 125.20

2010 310.20 221.20

2011 311.90 249.70

2012 323.30 271.90

2013 359.40 286.19

2014** 324.96 274.90

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 2.1115 14.31

2010 1.9968 13.54

2011 3.0685 20.80

2012 4.5094 30.57

2013 3.4914 23.67

2014* 1.3039 8.84

* Up to 30 september 2014 (the final distribution payment 
date).

Calendar Year Performance

Total Return Fund3

%
MSCI

Emerging
Markets

Index4

%

2009

share Class 2 63.50 61.60

2010

share Class 2 33.40 23.50

2011

share Class 2 (11.88) (19.11)

2012

share Class 2 21.38 13.42

2013

share Class 2 (5.64) (4.08)

2014*

share Class 2 6.92 6.40

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors eM equity MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.

AvivA investors eM eqUitY MoM 1 fUnd 
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Investment Objective
to achieve income (with some prospect for 
long-term capital growth) by investing primarily 
in UK government fixed interest securities.

Investment Policy
the fund will invest primarily in UK government 
fixed interest securities listed or traded on 
regulated markets in the UK. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: sterling, gilts, index linked 
gilts, sterling, Us dollar and euro denominated 
investment grade credit, money market 
instruments, collective investment schemes 
and deposits. investment grade credit is that 
which has been assigned a credit rating of BBB 
or higher by standard & poors or an equivalent 
rating assigned by another recognised rating 
agency. in addition to the instruments detailed 
above, on an ancillary basis and not exceeding 
10% of the value of the scheme property, the 
fund may invest in credit which is deemed to 
be below investment grade.

Risk Profile
the fund will invest principally in fixed interest 
securities, and interest-rate fluctuations, spread 
risk and downgrade risk may affect fund 
performance.

Fund Manager’s Report
Performance
over the year ended 31 July 2014, the 
fund* returned 1.46 per cent (net of fees), 
underperforming the ftse® British government 
All stocks index return of 2.59 per cent by 1.13 
per cent.

Review
gilts produced positive returns as demand for 
safe and steady income streams continued. 
Bond prices leapt towards the end of the period 
as banking troubles once again hit the euro 
zone and relations between russia and the 
West soured dramatically over Ukraine. those 
events outweighed mounting speculation that 
UK interest rates could be set to rise as early as 
this year. Although the Bank of england has to 
date held its main interest rate at a record low, 
governor Mark Carney warned in June that 
policy could be tightened sooner than markets 
anticipated. Citing stronger than expected 
growth and a sharp decline in unemployment, 
Carney said the recovery was proceeding “even 
better than we had expected” with the UK “the 
strongest of all the advanced economies”. in 
response, a number of investors now anticipate 
that rates will rise in november. 

Portfolio strategy 
We expect to see continued demand from 
liability-driven investors for longer-dated debt as 
they continue to reduce risk in their portfolios. 
As a result, we prefer shorter-dated over longer-
dated bonds. elsewhere, we continue to favour 
inflation-linked bonds as we see the spread 
between the consumer price index (Cpi) and the 
retail price index (rpi) widening. inflation-linked 
bond coupon payments are based on rpi, 
which takes into account house prices while 
Cpi does not. in other asset classes, we prefer 
german bunds to gilts. strong growth and 
increasing inflation in the UK is likely to lead to 
weaker demand for government bonds while 
anaemic economic output and declining prices 
in the euro zone should boost buying. 
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Fund Manager’s Report (continued)
Outlook 
We remain upbeat on the UK economy and, 
as a result, our outlook for gilts is bearish. 
however, while UK growth has been strong, 
lower than expected inflation has allowed the 
Monetary policy Committee (MpC) to hold off 
on rate increases. Monetary policy has taken 
centre stage again in the UK following Mr 
Carney’s Mansion house speech, suggesting 
rates could potentially rise sooner than the 
market expects. owing to his speech, the 
market now believes there is a greater chance 
the MpC will hike interest rates in november. 
We agree with the assessment given the 
hawkish rhetoric and consistently strong UK 
economic data.

going forward, we will express our bearish 
outlook on gilts with underweight positions in 
ten-year bonds, which we judge to be relatively 
expensive. We think shorter-term gilts are more 
reasonably priced but pension fund demand 
for longer-maturity bonds will likely continue, 
driving longer yields lower and the yield curve 
flatter, thus we remain overweight 30-year 
bonds versus 10-year bonds. in a tactical trade, 
we are holding 30-year inflation-linked bonds 
as we feel demand for inflation-linked bonds 
will outstrip that of conventional gilts in the 
short term.

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by Aviva 
investors.

“ftse” is a trade mark jointly acquired by the London 
stock exchange plc and the financial times Limited and is 
used by ftse international Limited (“ftse”) under Licence. 
ftse does not sponsor, endorse or promote this product 
and is not in any way connected to it and does not accept 
any liability in relation to its issue, operation and trading. 
All copyright in the index values and constituent list vests 
in ftse. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

1 november 31 december

31 January 1 february 31 March

1 May 30 June

Ongoing Charges Figure*

31.07.14

share Class 2 0.78%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees).  the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously.  
the oCf has replaced the ter.  

Revenue Distributions – Income Shares

final distribution for the three months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 0.4632 0.3939

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 108.28 108.50 (0.20)%

* valued at bid market prices.

Total Return – Income Shares

Fund1 FTSE® Gov’t
All Stocks2

share Class 2 1.46% 2.59%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  Bond values are affected by changes in interest rates.
•  Full information on the risks applicable to the Fund is 

detailed in the prospectus.
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Top Ten Holdings

31.07.14

treasury 5.00% 07/09/14 24.16%

treasury 4.50% 07/03/19 14.23%

treasury 4.75% 07/12/30 8.95%

treasury 3.25% 22/01/44 8.44%

treasury 3.75% 07/09/20 7.23%

treasury 5.00% 07/03/25 7.16%

treasury 3.75% 22/07/52 4.91%

treasury 4.00% 07/09/16 4.41%

treasury 4.25% 07/09/39 4.14%

treasury 4.50% 07/09/34 3.74%

31.07.13

treasury 1.00% 07/09/17 17.54%

treasury 2.25% 07/03/14 9.68%

treasury 2.00% 22/01/16 8.07%

treasury 4.75% 07/12/38 7.48%

treasury 4.50% 07/03/19 6.99%

treasury 4.75% 07/12/30 6.29%

treasury 3.75% 07/09/20 6.27%

treasury 4.50% 07/09/34 6.05%

treasury 5.00% 07/03/25 5.92%

treasury 1.75% 07/09/22 4.19%

Portfolio Breakdown

31.07.14 31.07.13

United Kingdom 98.89% 99.05%

total investments 98.89% 99.05%

net other Assets 1.11% 0.95%

net Assets 100.00% 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 103.80 96.84

2010 104.40 96.76

2011 112.80 96.90

2012 116.10 108.20

2013 114.60 105.65

2014** 109.35 105.87

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 2.7323 26.45

2010 2.3794 23.03

2011 2.1927 21.22

2012 1.6880 16.34

2013 1.5915 15.41

2014* 1.3357 12.93

* Up to 30 september 2014 (the final distribution payment 
date).
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Calendar Year Performance

Total Return Fund3

%
FTSE® Gov’t

All Stocks4

%

2009

share Class 2 (0.50) (1.20)

2010

share Class 2 5.00 7.20

2011

share Class 2 14.81 15.57

2012

share Class 2 1.87 2.70

2013

share Class 2 (4.77) (3.94)

2014*

share Class 2 3.38 4.29

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors UK gilts MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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Investment Objective
to achieve income (with some prospect for 
longterm capital growth) by investing primarily 
in UK corporate fixed interest securities.

Investment Policy
the fund will invest primarily in UK corporate 
fixed interest securities listed or traded on 
regulated Markets in the UK. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: sterling denominated 
investment grade credit, overseas investment 
grade credit (hedged), gilts, overseas 
government bonds (hedged), money market 
instruments, collective investment schemes 
and deposits. investment grade credit is that 
which has been assigned a credit rating of BBB 
or higher by standard & poors or an equivalent 
rating assigned by another recognised rating 
agency. in addition to the instruments detailed 
above, on an ancillary basis and not exceeding 
10% of the value of the scheme property, the 
fund may invest in credit which is deemed to 
be below investment grade.

Risk Profile
due to a larger proportion of the assets being 
held in fixed income investments, the risk is 
based on the broader economic and interest 
rate environment, and includes interest rate 
risk and inflation risk. these risks will affect 
all fixed income investments. however, credit 
risk, which includes the risk that the issuer will 
default or be unable to make payments, is 
specific to issuers and relates to bonds issued 
by companies.

Fund Manager’s Report
over the year ended 31 July 2014, the 
fund* returned 4.91 per cent (net of fees), 
underperforming the iBoxx sterling non-gilts 
index return of 5.30 per cent by 0.39 per cent.

this was a strong year for credit markets. 
issuance of new corporate bonds was steady, 
as companies were encouraged to use the 
bond market for their financing needs by the 
attractive low interest rates. similarly, the low 
rate environment encouraged bond investors 
to seek higher-yielding assets than government 
bonds, and this weight of demand for 
corporate bonds drove credit spreads lower. in 
the first half of 2014, volatility in credit markets 
was low, despite a crisis at portuguese bank 
Banco espirito santo that briefly threatened 
to reignite the euro sovereign debt crisis. 
Meanwhile, government bond markets were 
significantly more volatile. gilt yields ended the 
period close to where they started it, but they 
were buffeted around by shifting expectations 
for economic growth and the future path of 
monetary policy, both in the UK and overseas.

the fund performed well in this environment. 
With an overweight in credit risk, this made a 
positive contribution to overall performance. 
our position sizes in credit markets varied 
through the year, as we saw opportunities 
to add or trim credit risk depending on the 
relative valuations of credit and government 
bond markets. When we did add to our credit 
exposure, it was primarily through the new 
issue market, where we believed there were 
more interesting opportunities to redeploy 
capital, and where market liquidity was easier 
to find (liquidity in the secondary market has 
remained very low). throughout the year, our 
interest rate positioning had a minimal impact 
on relative fund positioning.
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Fund Manager’s Report (continued)
similarly, from a bottom-up perspective, 
the fund’s sector allocation made a positive 
contribution to performance. in particular, our 
overweight exposure to the financial sector was 
very positive, as this area of the market was 
among the best performers. subordinated bank 
debt and selected insurance holdings led the 
way in the latter part of 2013, with holdings 
in bank bonds from Barclays, Bank of new 
York, and standard Chartered, and insurance 
bonds from direct Line and friends Life all 
performing well. And the fund’s exposure to 
the collateralised sector was supportive, with 
secured bonds from some UK pub operators 
performing well. on the downside, the 
position in subordinated debt from rsA came 
under pressure after the company disclosed 
unexpected losses and accounting irregularities 
within its irish division.

into the first half of 2014, banks continued to 
be an area of strong performance, as did the 
collateralised sector. And the technology, media 
and telecoms (tMt) sector also made a positive 
contribution thanks to two large M&A deals. 
time Warner Cable performed well in february 
on news of a takeover bid by cable television 
rival Comcast, while satellite television provider 
directv holdings was the subject of a bid from 
telecoms giant At&t in May.

overall, this was a very encouraging year for 
the performance of the fund. As we approach 
the latter part of 2014, we are mindful of the 
prospect of UK interest rate rises, which are 
looming ever closer on the horizon. despite 
this, gilt yields remain around the same levels 
as this time last year. We believe the investment 
grade credit market will remain relatively 
subdued for the rest of 2014, and we will 
continue to actively manage our positions in the 
highest beta part of the market to adjust the 
fund’s credit risk exposure. And we continue to 
seek opportunities to add value through stock 
selection in individual credits.

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by Kames 
Capital. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

1 november 31 december

31 January 1 february 31 March

1 May 30 June

Ongoing Charges Figure*

31.07.14

share Class 2 0.79%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees).  the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously.  
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the three months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 0.8938 0.8768

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 96.64 95.35 1.35%

* valued at bid market prices.

Total Return – Income Shares

Fund1 iBoxx Sterling
Non-Gilts Index2

share Class 2 4.91% 5.30%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  Bond values are affected by changes in interest rates, and 
the bond issuer’s creditworthiness. Bonds that produce a 
higher level of income usually have a greater risk of default.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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Top Ten Holdings

31.07.14

european investment Bank 3.875% 
08/06/37 1.97%

network rail 4.875% 27/11/15 1.84%

european investment Bank 4.75% 
15/10/18 1.82%

treasury 2.75% 22/01/15 1.73%

european investment Bank 8.75% 
25/08/17 1.61%

KfW 5.5% 07/12/15 1.44%

AA Bond 6.269% 31/07/25 1.42%

treasury 4.00% 07/09/16 1.24%

Mitchells & Butlers 6.469% 15/09/32 1.21%

nAts (en route) 5.25% 31/03/26 1.20%

31.07.13

treasury 4.00% 07/09/16 2.51%

transport for London 2.25% 09/08/22 2.11%

european investment Bank 4.75% 
15/10/18 2.10%

european investment Bank 3.875% 
08/06/37 2.07%

treasury 2.75% 22/01/15 1.96%

european investment Bank 6% 07/12/28 1.95%

european investment Bank 8.75% 
25/08/17 1.91%

dignity finance 8.151% 31/12/31 1.24%

CpUK finance 7.239% 28/02/24 1.23%

nAts (en route) 5.25% variable 
31/03/26 1.21%

Portfolio Breakdown

31.07.14 31.07.13

United Kingdom 52.99% 63.22%

United states of America 14.25% 8.71%

*snA 6.00% 8.71%

netherlands 5.74% 2.74%

Channel islands 5.43% 2.03%

france 5.10% 3.38%

Australia 1.54% 1.30%

germany 1.44% 0.72%

denmark 1.03% 0.43%

Cayman islands 0.76% 1.11%

ireland; republic of 0.37% 0.39%

total investments 94.65% 94.68%

net other Assets 5.35% 5.32%

net Assets 100.00% 100.00%

* snA (supra-national agencies) is a sector that does not 
have a particular national identity such as development 
banks and agencies. such examples are the World Bank 
and european investment Bank.
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 86.76 71.35

2010 92.83 85.02

2011 91.22 86.52

2012 98.30 90.88

2013 101.60 93.63

2014** 98.46 94.80

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 3.8981 48.31

2010 3.4974 43.35

2011 3.4860 43.20

2012 3.6230 44.90

2013 3.4817 43.15

2014* 2.5991 32.21

* Up to 30 september 2014 (the final distribution payment 
date).

78



avivainvestors.co.ukAviva investors UK Credit MoM 1 fund

AvivA investors UK Credit MoM 1 fUnd 
(ContinUed)

Calendar Year Performance

Total Return Fund3

%
iBoxx 

Sterling
Non-Gilts 

Index4

%

2009

share Class 2 13.00 10.80

2010

share Class 2 9.00 8.40

2011

share Class 2 7.32 6.92

2012

share Class 2 12.00 13.04

2013

share Class 2 0.12 0.87

2014*

share Class 2 5.04 5.13

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors UK Credit MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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the Aviva investors sterling Credit MoM 1 fund 
was relaunched on 12 september 2013. the 
fund was previously the Aviva investors UK 
Credit MoM 2 fund which was closed at the 
end of July 2010. Any comparatives disclosed 
within the financial statements relate to the 
Aviva investors UK Credit MoM 2 fund. 

Investment Objective
to achieve income (with some prospect for 
long-term capital growth). At least 50% of the 
fund will be invested in sterling denominated 
fixed interest securities.

Investment Policy
the fund may also invest in any of the 
following financial instruments in order to 
achieve its investment objective: overseas 
credit, gilts, overseas government bonds, 
asset backed securities, (including mortgage 
backed securities), money market instruments, 
collective investment schemes and deposits. 
investment grade credit is that which has 
been assigned a credit rating of BBB or higher 
by standard & poors or an equivalent rating 
assigned by another recognised rating agency. 
Up to 50% of the value of the scheme property 
may be invested in credit which is deemed to be 
below investment grade. the fund’s exposure 
will be in sterling or currency hedged back to 
sterling. the sterling exposure will be within a 
range of 98% to 102%.

Risk Profile
due to a larger proportion of the assets being 
held in fixed income investments, the risk is 
based on the broader economic and interest 
rate environment, and includes interest rate 
risk and inflation risk. these risks will affect 
all fixed income investments. however, credit 
risk, which includes the risk that the issuer will 
default or be unable to make payments, is 
specific to issuers and relates to bonds issued 
by companies.

Fund Manager’s Report
Market commentary
August 2013 began calmly for Us and 
european markets, in sharp contrast to 
emerging Markets which were suffering a 
severe bout of volatility which was to continue 
for the rest of 2013 and early 2014.
the calmness in europe was aided by the 
improving economic conditions in most of the 
eurozone countries, where gdp growth of 
0.3% and industrial production and ppi data 
all suggested that the eurozone was beginning 
to emerge from recession. Us data pointed to 
a slow but steady recovery in August, posting 
gdp of 2.5%, well ahead of expectations.

the first big surprise of the period came in 
september with the Us federal reserve’s 
decision to maintain monthly asset purchases 
at $85bn a month. As the month closed the 
debate surrounding the Us budget reached an 
impasse causing the first government shutdown 
since 1997 - it lasted for 16 days and delayed 
the publication of key economic data. 

in europe despite the strong gdp and ppi data, 
the annual rate of inflation for the eurozone fell 
to 0.7% (lowest since nov ’09), way below the 
eCB’s ceiling of 2%. 

2014 began with a weaker tone as concerns 
regarding emerging economies dampened the 
positive technicals that were driving markets 
from 2013. the fed however, went ahead with 
a second monthly tapering of $10bn taking the 
monthly purchases down to $65bn.

the big news in the UK during february 
was the new “forward guidance” issued by 
Mark Carney, introducing a wider reaching 
range of economic indicators that the MpC 
would be monitoring over and above the 7% 
unemployment threshold. 
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Fund Manager’s Report (continued)
Market commentary (continued)
March saw escalating unrest in the Ukraine; 
in response to this many parts of the Western 
world imposed sanctions on russia, and 
while the tensions continued during April, the 
markets quickly brushed off the conflict and 
focused on fundamentals. 

in the eurozone, despite the european Central 
Bank’s (eCB) medium term inflation outlook 
being more optimistic than expected, draghi 
opened the debate on quantitative easing (qe) 
and negative rates once again - focus on this 
will increase should the inflation statistics remain 
subdued. nevertheless, by June expectations of 
a stimulus package from the eCB had increased 
and the market got what it wished for when 
draghi announced a cut in the refinancing rate 
to 0.15%, a move to negative deposit rates 
(-0.1%), a targeted Ltro and an announcement 
of a future ABs asset purchase program.

A number of jumbo M&A deals were 
announced in early 2014, including Altice/
numericable, europe’s largest high Yield 
bond deal to date. despite the volumes, the 
hY rally continued until late June when we 
finally saw some weakening, although this 
was driven more by geo-political events than 
fundamentals. 

the selloff gathered pace in July as a number 
of events conspired against the market; Janet 
Yellen commented on the expensive nature 
of the Leveraged Loan and hY markets in the 
Us, then the collapse of Banco espirito santo, 
Argentina defaulting on bond payments and 
conflict in the Ukraine hitting a new low as 
flight Mh17 was shot down.

this resulted in the almost 12 month rally 
coming to a quick halt and as we approached 
the end of July, the market was very much 
in risk off mode with hY in particular being 
hit and a flight to quality benefiting gilts and 
treasuries.

Performance
over the period from 12 september 2013 to 
31 July 2014, the fund* returned 11.14 
per cent (net of fees), overperforming the 
composite benchmark 35% iBoxx eUr hY; 35% 
iBoxx eUr overall Corporate; 30% 3m LiBor 
return of 5.34 per cent by 5.80 per cent.

the fund has performed steadily since it was 
relaunched on 12 september 2013 and was 
well positioned for the rally in fixed income 
over most of that period. the managers 
were confident that the cheap liquidity that 
continued to be pumped into the economy by 
the major central banks would drive spreads 
tighter and, over the longer term, feel that 
all asset classes (with the probable exception 
of ABs) will trade very expensive to historical 
averages. however, it should be emphasised 
that this will not be in a straight line and the 
period before and during the first rate rises in 
particular could be very volatile as we move 
from a market driven by central bank liquidity 
to one that is based on fundamentals once 
again.

All sectors performed strongly although 
we would highlight mezzanine ABs and 
subordinated bank debt (in particular Additional 
tier 1s) as being the strongest performers. 
there were also selected trades in the high 
Yield sector that added value, particularly those 
that benefited from the M&A activity in the 
european telecom and Media industries. 

overall, the ability to have a high conviction 
portfolio and be “stock pickers”, rather than 
just concentrating on top down performance is 
one of the biggest advantages of the fund and 
this should continue into the future.
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Fund Manager’s Report (continued)
Outlook
the outlook for the remainder of 2014 and into 
2015 is dominated by what impact interest rate 
rises will have on markets, rather than current 
issues. there are a lot of fast money and carry 
trade investors in hY etfs and other sectors 
that are not natural holders of these risks and 
as these trades unwind and bonds move into 
the hands of longer term holders, the transition 
is very likely to be volatile and markets will go 
through a period of instability. 

timing the rate rises is obviously going to be 
difficult, but the consensus is currently for early 
2015 for both the Us and the UK – although it 
is possible that the UK may move earlier.

the other big event later this year will be the 
Asset quality review being carried out across 
eurozone banks – we don’t think this will 
unearth any problems at the big pillar banks but 
one or two smaller banks could be impacted. 
this should help lead us to a more transparent 
and safer banking system across the eurozone.
overall, while we don’t think the transition 
from a liquidity supported market to one 
supported by fundamentals will be smooth, 
ultimately the Central Banks will be supportive 
of the market place and the deflation concerns 
in the eurozone is likely to keep the eCB in 
particular, very supportive of the market place 
into 2015 through the use of a targeted Ltro 
(quasi-qe).

September 2014

* fund performance figures – share class 2, source Lipper, 
net of fees, net income reinvested in gBp, composite 
benchmark source Morningstar direct. Unless otherwise 
indicated, all data has been sourced by twentyfour Asset 
Management.

** inception date 12 september 2013.

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

1 november 31 december

31 January 1 february 31 March

1 May 30 June

Ongoing Charges Figure*

31.07.14

share Class 2 0.80%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value of 
the fund over the period. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the period, except for 
those payments that are explicitly excluded (performance fees). 
the oCf includes transaction charges which were excluded 
from the total expense ratios (ter) calculations provided 
previously. the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the three months ended 31 July 2014.

Pence per 
share payable 

30.09.14

share Class 2 1.1936

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Penceper 
share since

launch**

Change

share Class 2 106.07 100.00 6.07%

* valued at bid market prices.
** Launch price on 12 september 2013.

Total Return – Income Shares

Fund1 Composite Index2

share Class 2 11.14% 5.34%

1   source: Aviva investors (based on 2pm values) from 
12 september 2013 (date of launch) to 31 July 2014.

2   source: Lipper (based on close of business values) from 
12 september 2013 (date of launch) to 31 July 2014. 
the composite index consists of 35% iBoxx eUr hY;  
35% iBoxx eUr overall Corporate; 30% 3m LiBor.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  Bond values are affected by changes in interest rates, and 
the bond issuer’s creditworthiness. Bonds that produce a 
higher level of income usually have a greater risk of default.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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Top Ten Holdings

31.07.14

generali finance B.v. 6.214% 07/06/49 3.72%

hsBC Capital funding 10.176% 
perpetual 3.42%

society of Lloyds 7.421% perpetual 3.20%

America Movil sAB de Cv 6.375% 
06/09/73 3.12%

societe generale 8.875% perpetual 3.09%

Barclays Bank 14% perpetual 2.96%

rL finance 6.125% perpetual 2.94%

old Mutual 8% 03/06/21 2.91%

rsA insurance 6.701% perpetual 2.89%

nationwide Building society 6.875% 
perpetual 2.77%

Portfolio Breakdown

31.07.14

United Kingdom 37.20%

netherlands 14.95%

france 8.77%

Luxembourg 7.89%

Channel islands 7.76%

ireland; republic of 6.89%

spain 3.82%

Mexico 3.12%

italy 3.00%

switzerland 2.30%

other Countries 3.32%

total investments 99.02%

net other Assets 0.98%

net Assets 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2010** 86.73 74.87

2011 n/A n/A

2012 n/A n/A

2013*** 104.47 100.00

2014† 108.76 104.00

* valued at mid market prices.
** Up to 31 July 2010 when the fund suspended.
*** from 12 september 2013 when the fund relaunched.
† Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 12 september 2013.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010* 1.6136 16.37

2011 n/A n/A

2012 n/A n/A

2013** 0.6400 6.40

2014*** 3.8020 38.02

* Up to 30 september 2010.
** from launch date 12 september 2013.
*** Up to 30 september 2014 (the final distribution payment 
date).

Calendar Year Performance

Total Return Fund3

%
Composite 

Index4

%

2013

share Class 2* 6.21 1.30

2014

share Class 2** 5.75 3.28

3  source: Aviva investors (based on 2pm values).
4   source: Lipper (based on close of business values).  

the composite index consists of 35% iBoxx eUr hY;  
35% iBoxx eUr overall Corporate; 30% 3m LiBor.

* from 12 september 2013 (date of launch). 
** Up to 31 July 2014.

the value of an investment in the Aviva 
investors sterling Credit MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.
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Investment Objective
to achieve income (with some prospect for 
long-term capital growth) by investing primarily 
in global fixed interest securities.

Investment Policy
the fund will invest primarily in global fixed 
interest securities listed or traded on regulated 
Markets. 

the fund may invest in any of the following 
financial instruments in order to achieve its 
investment objective: sterling denominated 
investment grade credit, overseas investment 
grade credit (hedged), gilts, overseas 
government bonds (hedged), money market 
instruments, collective investment schemes 
and deposits. investment grade credit is that 
which has been assigned a credit rating of BBB 
or higher by standard & poors or an equivalent 
rating assigned by another recognised rating 
agency. in addition to the instruments detailed 
above, on an ancillary basis and not exceeding 
10% of the value of the scheme property, the 
fund may invest in credit which is deemed to 
be below investment grade.

Risk Profile
due to a larger proportion of the assets being 
held in fixed income investments, the risk is 
based on the broader economic and interest 
rate environment, and includes interest rate 
risk and inflation risk. these risks will affect 
all fixed income investments. however, credit 
risk, which includes the risk that the issuer will 
default or be unable to make payments, is 
specific to issuers and relates to bonds issued 
by companies.

Fund Manager’s Report
Market review 
during the reporting period, the overall market 
environment saw a general uptick in risk assets 
as non-government fixed income continued 
to perform well. the global economic 
recovery remained broadly in place through 
accommodative monetary policies and the 
implementation of forward guidance measures 
coupled with benign inflationary pressures. 

the reporting period started off with the main 
theme of a move higher in global bond rates 
as markets continued to price in an increased 
probability of tapering in bond purchases 
from the Us federal reserve. in the event, in 
a surprise to the market, the fed decided to 
refrain from tapering in september and sent 
a clearly dovish message that any tightening 
of policy remained some distance away. the 
fed remained worried that at this juncture the 
recovery was not self-sustaining, with particular 
concerns expressed by Chairman Bernanke with 
regards to tighter financial conditions in recent 
months (i.e. higher mortgage rates) and the 
uncertainty surrounding the impact of a partial 
government shutdown and the debt ceiling 
which is set to be hit by mid-october. however 
Us Congressional leaders finally managed to 
forge a deal that not only extended the federal 
debt ceiling to 7th february 2014, but also 
ended the partial government shutdown and 
funded the government until 15th January 
2014 at the spending level that was in effect 
before the shutdown. following the budget 
deal, risk assets rallied, helped by softer than 
expected september Us payrolls data, which 
reduced the likelihood that the Us federal 
reserve would begin to taper its monthly bond 
purchases before the end of this year. 
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Fund Manager’s Report (continued)
Market review (continued)
in January the Us federal reserve further 
reduced the pace of its monthly bond purchases 
by another $10bn (to $65bn) and upgraded 
its assessment of economic activity for 2014. 
Credit markets enjoyed the clarity given around 
the pattern of tapering and reaffirmation of 
low target fed funds rate. As a result high beta 
and peripheral remained the outperformers. 
government bond markets started 2014 on 
a firm note (much the same as in early 2013) 
with yields lower across the board as market 
sentiment was impacted by the uncertainty 
related to the economic implications of extreme 
Us weather conditions; subdued inflationary 
pressures; and worries about events in a 
number of emerging markets (i.e. China’s 
growth outlook and events in Ukraine). on 
the monetary policy front, Us federal reserve 
Chairman Janet Yellen - in her first testimony 
to Congress as fed Chair - underscored the 
message that the current policy framework 
remains in place and that any change in the 
fed’s future policy stance will be based on the 
upcoming data. 
As the period came to a close, events in Ukraine 
and israel dampened the appetite for risk 
through July. Us data continued to suggest an 
ongoing recovery in Us economic activity, with 
Us gdp growing at a 4% annualised rate in 
q2. the rally in investment grade credit slowed 
with 7bps of excess return in July driven by 
spread weakness mainly in the second half of 
the month. the drivers included heightened 
geopolitical risk with increased sanctions on 
russian banks and corporates, the Argentinian 
default situation, ongoing issues with Banco 
espirito santo in portugal, weak equities, a 
positive Us gdp print accompanied by a slightly 
less dovish foMC statement and weak summer 
liquidity.

Performance review
over the year ended 31 July 2014, the 
fund* returned 4.70 per cent (net of fees), 
underperforming the Barclays global Aggregate 
(hedged to gBp) index return of 5.27 per cent 
by 0.57 per cent. our bias to increase credit 
beta over the reporting period added strongly 
as allocation to both the investment-grade 
and high-yield sector generated strong relative 
returns. our allocation to both eM local and 
external debt further added, with meaningful 
returns from our exposure to Mexican local 
debt. on developed market positioning, our 
bias to maintain an overweight to new Zealand, 
norway and sweden also added. Meanwhile an 
underweight positioning to headline duration 
had a small negative stance, as core bond yields 
performed extremely well towards the end of 
the reporting period. on currency allocation, 
an underweight to the euro and the Japanese 
yen added meaningfully while an overweight 
to the Us dollar and the norwegian krone 
disappointed. 

Outlook
our leading economic indicators for the 
developed markets remain at levels that are 
consistent with above trend economic growth. 
Looking ahead, we continue to see a modest 
rise in longer-dated core government yields, 
led by the Us and UK, and eventually Japan. 
despite the improving economic backdrop, any 
future hikes in the fed funds rate will likely only 
be gradual and limited, and we therefore see 
longer-dated Us yields in the 2.5-3% range 
in h2 2014. We think that the shorter end of 
the euro yield curve is likely to be the most 
anchored given greater disinflationary forces in 
the region and the on-going policy easing bias 
from the eCB.
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Fund Manager’s Report (continued)
Outlook (continued)
near-term risks of a further increase in 
emerging Market yields will remain elevated 
amidst geopolitical tensions and prospects of 
rising Us treasury yield volatility – especially as 
we approach the end of Us fed tapering. in 
this environment, we expect countries with still 
significant underlying vulnerabilities (turkey 
and south Africa) to remain on the back foot, 
while markets with robust and even improving 
fundamentals will outperform. indeed, turn-
around stories in Asia – such as indonesia 
and india – are expected to fare better than 
last year given greater policy commitment 
and improving external buffers, in particular a 
noticeable rebound in fX reserves, new reform 
minded governments and much reduced 
current accounts deficits. in the medium term, 
we believe that the global growth backdrop 
continues to favour local eM assets, with 
an improvement in both the Us and China 
remaining an important driver for export 
growth and an anchor for risk sentiment.

Within credit, While July performance brings 
year-to-date excess returns to 162 bps 
making July one of the slowest months for 
the investment grade credit rally (January was 
clearly the worst month as the only one Ytd 
with negative excess returns, albeit modest), 
the overall environment of de-risking and 
outflows for high yield in July has so far been 
relatively contained within investment grade.
Year-to-date total returns for the asset class still 
remain better than high yield and similar to the 
s&p 500. in August, new issuance is likely to 
be significantly slower with market participants 
exhibiting caution, while looking for signs of 
stabilisation in geopolitical risk and stability of 
the Us growth/inflation numbers for further 
evidence that any rate rises in the future would 
likely be gradual before re-entering the market 
at current valuations. 

September 2014

* fund performance figures – share class 2, source 
Lipper, net of fees, net income reinvested in gBp. Unless 
otherwise indicated, all data has been sourced by rogge 
global partners. 

Any opinions expressed are those of the fund manager. 
they should not be viewed as a guarantee of a return 
from an investment in the funds. the content of the 
commentary should not be viewed as a recommendation 
to invest nor to buy or sell stocks. past performance 
is not a guide to future performance. the value of an 
investment in the fund and any income from it may go 
down as well as up, and the investor may not get back 
the original amount invested.
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Fund Facts

Accounting 
dates

Ex-dividend 
dates

Distribution 
dates

31 July 1 August 30 september

1 november 31 december

31 January 1 february 31 March

1 May 30 June

Ongoing Charges Figure*

31.07.14

share Class 2 0.80%

* the ongoing Charges figure (oCf) is calculated as the ratio 
of the total ongoing charges to the average net asset value 
of the fund over the year. the oCf is made up of the Annual 
Management Charge and other operating costs deducted 
from the assets of the fund during the year, except for those 
payments that are explicitly excluded (performance fees). the 
oCf includes transaction charges which were excluded from 
the total expense ratios (ter) calculations provided previously. 
the oCf has replaced the ter.   

Revenue Distributions – Income Shares

final distribution for the three months ended 31 July 2014.

Pence per 
share payable 

30.09.14

Pence per 
share paid 

30.09.13

share Class 2 0.5289 0.3770

Net Asset Value – Income Shares*

Pence 
per share 
31.07.14

Pence 
per share 
31.07.13

Change

share Class 2 104.69 101.92 2.72%

* valued at bid market prices.

Total Return – Income Shares

Fund1 Barclays 
Global 

Aggregate
Share2

share Class 2 4.70% 5.27%

1   source: Aviva investors (based on 2pm values) year ended 
31 July 2014.

2   source: Lipper (based on close of business values) year 
ended 31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk higher risk

typically lower rewards typically higher rewards

1 2 3 4 5 6 7

the fund has been allocated a risk number based on the 
historic volatility of its share price. Where insufficient share 
price information is available, the risk number has been based 
on the historic volatility of the asset classes appropriate to 
the fund.
•  This indicator is based on historical data, calculated using 

european Union rules, and may not be a reliable indication 
of the future risk profile of the fund.

•  The risk and reward category shown is not guaranteed to 
remain unchanged and may change over time. the lowest 
category does not mean ‘risk free’.

•  Bond values are affected by changes in interest rates, and 
the bond issuer’s creditworthiness. Bonds that produce a 
higher level of income usually have a greater risk of default.

•  The value of investments will be affected by changes in 
exchange rates.

•  Full information on the risks applicable to the Fund is 
detailed in the prospectus.
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Top Ten Holdings

31.07.14

rogge global high Yield Bond fund 4.92%

treasury 1.875% index Linked 22/11/22 3.97%

germany 1.50% 15/02/23 2.87%

norway 2% 24/05/23 2.44%

norway 3.75% 25/05/21 2.10%

KfW 2.05% 16/02/26 1.90%

Mexico 6.50% 09/06/22 1.79%

france 2.25% 25/05/24 1.71%

queensland treasury 6.25% 14/06/19 1.56%

treasury 1.25% index Linked 22/11/27 1.51%

31.07.13

sweden 3.50% 01/06/22 5.10%

rogge global high Yield Bond fund 4.86%

treasury 1.875% index Linked 22/11/22 3.67%

germany 2.50% 10/10/14 3.25%

norway 2% 24/05/23 2.50%

norway 3.75% 25/05/21 2.21%

israel 4.25% 31/03/23 2.19%

KfW 2.05% 16/02/26 1.95%

Mexico 6.50% 09/06/22 1.83%

Czech republic 4.70% 12/09/22 1.68%

Portfolio Breakdown

31.07.14 31.07.13

United states of America 18.02% 13.74%

United Kingdom 14.63% 13.23%

netherlands 6.54% 6.35%

ireland; republic of 6.10% 5.89%

Mexico 5.50% 4.91%

germany 5.49% 6.30%

france 5.41% 2.52%

Australia 5.12% 5.22%

norway 4.88% 6.03%

sweden 4.24% 10.01%

other Countries 33.50% 33.55%

total investments 109.43% 107.75%

net other Liabilities (9.41)% (7.75)%

net Assets 100.02% 100.00%
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Share Price Record – Income Shares

Share class Calendar 
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2009 100.90 92.95

2010 104.20 99.77

2011 103.10 99.38

2012 106.10 101.80

2013 107.60 100.79

2014** 105.69 102.36

* valued at mid market prices.
** Up to 31 July 2014.

Revenue Record – Income Shares

the revenue record table below shows the net distribution 
rates per calendar year on a payment date basis for an 
investment made on 2 January 2009.

Share class Calendar 
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2009 3.0130 31.47

2010 2.6321 27.49

2011 2.7164 28.37

2012 2.1748 22.71

2013 1.8871 19.71

2014* 1.5633 16.33

* Up to 30 september 2014 (the final distribution payment 
date).

Calendar Year Performance

Total Return Fund3

%
Barclays 

Global 
Aggregate 

Share4

%

2009

share Class 2 8.60 5.30

2010

share Class 2 4.80 4.80

2011

share Class 2 4.05 5.64

2012

share Class 2 6.21 6.00

2013

share Class 2 (1.75) (4.41)

2014*

share Class 2 3.97 4.47

3  source: Aviva investors (based on 2pm values).
4  source: Lipper (based on close of business values).
* Up to 31 July 2014.

the value of an investment in the Aviva 
investors global Agg MoM 1 fund and any 
revenue from it can go down as well as up.  
You may not get back the original amount 
invested. past performance is not a guide to 
future performance.

91



other inforMAtion

More information about the activities and 
performance of the Aviva investors Manager of 
Manager iCvC (iCvC 2) for this and previous 
periods can be obtained from the Authorised 
Corporate director.

Any future returns and opinions expressed 
should not be relied upon as indicating any 
guarantee of return from investment in the 
funds.

the information contained within this 
document should not be construed as a 
recommendation to purchase or sell stocks.

Annual General Meetings
the Company will not be holding Annual 
general Meetings.

Publication of Prices
information on the prices of shares will be 
available by calling 0800 051 2003 or on the 
internet at www.avivainvestors.co.uk. Calls 
may be recorded for training or monitoring 
purposes. 

Stamp Duty Reserve Tax (SDRT)
sdrt was abolished on 30 March 2014. prior to 
this date the Manager’s chosen policy on sdrt 
was to charge it directly against the property 
of the fund. this was then reflected within the 
published prices of the fund.

Report and Financial Statements
Copies of the annual and half yearly long form 
report and financial statements are available 
free of charge by calling us on 0800 051 2003, 
or by writing to us at:

Aviva investors Administration office
po Box 10410
Chelmsford
essex, CM99 2AY

telephone calls may be recorded for training 
and monitoring purposes.

Paper Information
the paper used to produce this document 
originates from forests that are managed in 
accordance with the principles and criteria  
of the forest stewardship Council (fsC).  
the paper is chlorine free.

Changes to the Prospectus
on 12 september 2013, the Aviva investors 
UK Credit MoM 2 fund, which ceased trading 
in July 2010, relaunched as the Aviva investors 
sterling Credit MoM 1 fund.
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CoMpAnY inforMAtion

Authorised Corporate Director
Aviva investors UK fund services Limited
no.1 poultry
London, eC2r 8eJ

With effect from 1 May 2014, Aviva investors 
UK fund services Limited (the ACd) is a wholly 
owned subsidiary of Aviva investors holdings 
Limited, a company incorporated in the United 
Kingdom and within the Aviva group of 
Companies. prior to this date, the ACd was a 
wholly owned subsidiary of Aviva Life holdings 
UK Limited, a company incorporated in the 
United Kingdom and within the Aviva group 
of Companies. the ACd is a member of the 
investment Management Association and 
is authorised and regulated by the financial 
Conduct Authority.

Directors of the Authorised Corporate 
Director
t r orton
B A Curran (resigned 31 March 2014)
A M Beswick (resigned 1 september 2014)
J d green (resigned 1 september 2014)
p neville (appointed 16 April 2014)
i K Buckle (appointed 4 June 2014)
e e potter (appointed 9 June 2014)
J Misselbrook (appointed 10 June 2014)
d dahan (appointed 25 June 2014)

Administrator and Registrar
international financial data services (UK) 
Limited
ifds house
st nicholas Lane
Basildon
essex, ss15 5fs

Investment Manager
Aviva investors global services Limited
no.1 poultry
London, eC2r 8eJ

Aviva investors global services Limited is a 
member of the investment Management 
Association and is authorised and regulated by 
the financial Conduct Authority. the ultimate 
parent company of Aviva investors global 
services Limited is Aviva plc.

Depositary
J.p. Morgan europe Limited
25 Bank street
Canary Wharf
London, e14 5Jp

Authorised and regulated by the financial 
Conduct Authority.

With effect from 10 october 2014, the 
depositary changed to J.p. Morgan europe 
Limited. prior to this date the depositary was 
J.p. Morgan trustee & depositary Company 
Limited.

Independent Auditors
pricewaterhouseCoopers LLp
7 More London riverside
London, se1 2rt

pricewaterhouseCoopers LLp have been
reappointed as auditors of the Company.
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