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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 2015, the 
Fund* returned 9.65 per cent (net of fees), 
outperforming both the FTSE® All-Share 
Index return of 5.38 per cent and the 
Investment Association’s UK All Companies 
sector return of 8.38 per cent.  

This outperformance was driven primarily 
by strong returns from two of the Fund’s 
top-five holdings. Long-standing positions 
in several stocks which stand to benefit from 
higher spending by UK consumers further 
boosted performance. The decision to 
remain underweight the shares of oil & gas 
producers also helped as oil prices sank to 
their lowest level in six years.

One of our key investment views is that 
shares in companies with a proven ability 
to allocate capital efficiently stand to 
outperform over the long term. This 
conviction helps explain two of the Fund’s 
top five holdings; packaging company DS 
Smith, and the London Stock Exchange. 
Shares in both companies were important 
drivers of performance. Each company’s 
respective management teams have 
demonstrated their ability to divest low-
returning divisions and reposition the 
business in favour of higher growth units. 

The Fund has been positioned since the 
end of 2012 to take advantage of increased 
consumer spending via a holding in 
Restaurant Group which owns the Frankie & 
Benny’s and Chiquito chains. More recently 
it took stakes in Whitbread, which owns 
Premier Inn hotels and Costa coffee shops, 
and B&M European Value Retail, a discount 
retailer which floated in June 2014. These 
stocks have performed extremely well over 
the past year and remain key holdings as we 
have confidence in each company’s long-
term prospects. 

Throughout the period the Fund remained 
underweight energy-related stocks, as we 
took the view that neither oil prices nor 
energy shares were likely to recover quickly. 

We sold a position in Berkeley Group, an 
upmarket London-based property developer 
on the basis that a Labour election victory 
would have led to a ‘mansion tax’ being 
imposed on high-value properties, adversely 
impacting transactions.

We believe a chronic shortage of supply 
will continue to bedevil the London office 
market over the medium term, resulting 
in exceptionally strong rental and capital 
growth. In view of this we took new stakes 
in Derwent London and Land Securities. The 
strength of the UK real estate market is not 
limited to London and we have continued 
to witness positive rental growth in both 
regional retail and industrial property. This 
helped drive shares in Tritax Big Box REIT, an 
investment trust that invests in warehouses 
used by online retailers, higher, further 
benefitting the Fund. The Fund took a stake 
in Sepura, a company that provides digital 
radios for the emergency services, the 
military, and the commercial sector around 
the world. Whilst the business has existed 
since 2002, we believe its prospects are at a 
turning point as organisations switch from 
analogue to digital communications. 
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Aviva Investors UK Opportunities Fund

AVIVA INVESTORS UK OPPORTUNITIES FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
We believe the business’ recent acquisition 
of Teltronic has compelling strategic and 
financial logic and we would expect the 
market to appreciate the benefits of the 
enlarged group’s improved scale, capability 
and growth in time. 

The People’s Operator was another new 
position. The business is an e-commerce 
mobile network operator. In conjunction 
with Wikipedia-founder Jimmy Wales it 
has developed a social network to provide 
awareness and commission-free donations 
to charity partners. The business model is 
compelling, offering the cheapest mobile 
contracts with 10% of the customer’s 
monthly bill going to a charity of their 
choice. We believe this to be a globally 
scalable model with significant growth 
potential. 

August 2015

* Fund performance figures – share class 1, source Lipper 
Hindsight, net of fees, net income reinvested in GBP. Unless 
otherwise indicated, all data has been sourced by Aviva Investors 
Global Services Limited.
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

FUND FACTS

Accounting dates Ex-dividend dates Distribution dates
31 July 1 August 30 September

31 January 1 February 31 March

Ongoing Charges Figure*
31.07.15 31.07.14

Share Class 1 1.53% 1.53%

Share Class 2 0.73% 0.73%

Share Class 3 0.43% 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. 

Revenue Distributions – Accumulation Shares
Final distribution for the six months ended 31 July 2015

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 1 1.1804 1.4421

Share Class 2 2.8606 3.1837

Share Class 3 4.4662 4.8537

Net Asset Value – Accumulation Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 1 134.90 123.08 9.60%

Share Class 2 224.19 202.92 10.48%

Share Class 3 313.49 282.91 10.81%
* Valued at bid market prices.

Total Return – Accumulation Shares

Fund1
FTSE®

All Share2

Share Class 1 9.65% 5.38%

Share Class 2 10.53% 5.38%

Share Class 3 10.86% 5.38%
1  Source: Aviva Investors (based on midday values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

Top Ten Holdings*

31.07.15

BT Group plc  5.59%

HSBC Holdings plc  5.35%

Royal Dutch Shell plc B  4.79%

British American Tobacco plc  4.67%

ITV plc  4.58%

Prudential plc  4.39%

London Stock Exchange Group plc  4.35%

Compass Group plc  3.83%

BP plc  3.43%

Rio Tinto plc  3.10%

Top Ten Holdings*

31.07.14

Royal Dutch Shell plc B 6.41%

HSBC Holdings plc  5.99%

Prudential plc  5.29%

BT Group plc  4.77%

ITV plc  4.73%

Rio Tinto plc  4.62%

Compass Group plc  4.54%

British American Tobacco plc  4.09%

BP plc  4.05%

DS Smiths plc 3.40%

* Excluding Liquidity Funds

Portfolio Breakdown

31.07.15 31.07.14

Financials 23.26% 21.85%

Consumer Discretionary 21.10% 21.48%

Telecommunication Services 9.83% 6.80%

Materials 9.12% 13.07%

Energy 8.22% 10.46%

Health Care 8.06% 7.43%

Information Technology 5.23% 4.11%

Industrials 4.88% 4.85%

Consumer Staples 4.67% 4.09%

Liquidity Funds 4.46% 3.47%

Total Investments 98.83% 97.61%

Net Other Assets 1.17% 2.39%

Net Assets 100.00% 100.00%
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Aviva Investors UK Opportunities Fund

Share Price Record – Accumulation Shares

Share class
Calendar
year

Highest 
price* (p)

Lowest 
price* (p)

Class 1 2010 91.13 71.91

2011 97.68 78.86

2012 100.38 87.02

2013 124.69 101.41

2014 128.60 113.85

2015** 140.35 123.84

Class 2 2010 146.11 114.54

2011 157.24 127.18

2012 163.38 141.02

2013 204.63 165.10

2014 212.22 188.01

2015** 232.93 204.93

Class 3 2010 201.31 157.40

2011 217.06 175.72

2012 226.67 195.31

2013 284.80 229.09

2014 296.17 262.28

2015** 325.54 286.09
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 1 2010 1.5157 20.08

2011 1.4930 19.78

2012 1.7285 22.90

2013 2.3133 30.65

2014 2.0904 27.70

2015* 2.0804 27.57

Class 2 2010 3.2741 27.26

2011 3.4471 28.70

2012 3.8594 32.13

2013 5.0604 42.13

2014 5.0402 41.96

2015* 5.1723 43.06

Class 3 2010 5.1050 30.94

2011 5.4725 33.17

2012 6.0701 36.79

2013 7.7322 46.86

2014 7.8432 47.53

2015* 8.1178 49.20
* Up to 30 September 2015 (the final distribution payment date).
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Aviva Investors UK Opportunities Fund

Calendar Year Performance

Total Return
Fund3

%

FTSE® 
All Share4

%
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 1.69 1.18

Share Class 2 2.50 1.18

Share Class 3 2.80 1.18

2015*

Share Class 1 6.55 5.49

Share Class 2 7.05 5.49

Share Class 3 7.23 5.49
3  Source: Aviva Investors (based on midday values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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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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 2015, the 
Fund* returned 18.24 per cent (net of fees), 
outperforming the FTSE® All-Share Index 
return of 5.38 per cent.  

The return for the year is further 
demonstration that you do not necessarily 
have to be “active” in order to deliver 
acceptable investment performance.  As 
in recent years, no new holdings were 
added to the Fund and there was minimal 
topping and tailing of existing positions (for 
investment driven reasons).  The inactivity 
reflects a number of factors;

•  we remain sceptical of our ability to add 
meaningful value by trading in and out 
of holdings, in whole or part – always 
assuming our holdings maintain their long 
term appeal,

•  there is no doubt that the “universe” of 
possible new investment ideas for the Fund 
has also gone up in value, along with our 
actual holdings – meaning that switching 
opportunities are limited.  

•  we still like the holdings in the Fund and, 
at current prices, have been adding to 
existing holdings with any new inflows.

Looking back over the year, but also ahead, 
we expect the Fund to be sensitive to 
movements in the oil price.  A number of the 
holdings are clear beneficiaries of cheaper 
energy – a proposition confirmed by strong 
performance over the last year. For instance 
it is hard to conceive of companies more 
advantaged by this energy price drop than 
the major global consumer branded goods 
owners.  Their costs are declining, while their 
billions of customers are feeling better off.  
Of course we have several such companies 
as the core of the Fund; Heineken, Mondelez 
and Unilever have performed well; Diageo 
less so, as it has struggled with problems 
in individual markets, notably Venezuela.  
We also continue to have no exposure to 
oil companies, or commodity extractors in 
general.  

We have faced a regular question from our 
investors this year: Are government bond 
prices important for the Fund?  A number 
of our holdings are categorised by some 
investors as “bond proxies”, i.e. their share 
prices are dictated by the rise and fall of 
bond prices above any other factor.  It would 
be wrong for us to deny that bond prices are 
irrelevant for the Fund.  We use bond yields 
in valuation work and, the lower those yields 
go, the higher the warranted valuations 
we come up with.  Moreover, if enough 
investors believe something, then (justified 
or not) the weight of their money can move 
prices in the short term.  However, we have 
two profound issues with the “bond proxy” 
argument, at least as it applies to a putative 
bear case for the fund;

8
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Aviva Investors UK Equity MoM 1 Fund

AVIVA INVESTORS UK EQUITY MOM 1 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
1.  If a share is really a bond proxy, it should 

have qualities similar to a bond.  The most 
notable characteristic of a conventional 
government bond is that it has a fixed, 
unchanging coupon.  The holdings most 
often cited in this context do not have 
fixed dividends. Instead they have long 
histories of real, inflation-beating dividend 
growth and, in our opinion, plenty of 
scope to maintain these records.  If 
there is anything “bond-like” about such 
companies, then actually the bonds they 
most closely resemble are index-linked 
government bonds, not conventionals.  
We know investing institutions value 
the inflation-proofing of index-linked 
government bonds very highly – 
evidenced by negative redemption yields 
on some issues.  To us these valuations 
make the inflation-proofing offered by our 
holdings still look amazingly attractive.  

2.  History also teaches that the companies 
that suffer most operational damage 
during periods of rising inflation are 
capital intensive suppliers of commodity 
products.  During times of inflation such 
companies routinely find they have not 
provided enough depreciation in their P&L 
to cover the escalating cost of replacing 
capital equipment.  Moreover their lack of 
pricing power, as commodity producers, 
means inflation hits their costs in ways 
they cannot recoup at the revenue line.  
The ruinous and dilutive rights issues of 
the 1970s and 1980s came from the metal 
bashers and composite insurers, not the 
cash-generative beverage and household 
goods companies.

In conclusion, we are not denying that 
there are reasons today to be cautious of 
our strategy (although this can be said 
about any active portfolio), but the risk of 
falling bond prices and rising inflation is not 
one that is overly concerning.  However, 
we are conscious that we have recently 
seen opposing moves in two of our media 
“content” companies.  Reed has risen 18% 
over the year, while Daily Mail has dropped 
3%.  Of course these are two very different 
companies – Daily Mail is still very involved 
in consumer publishing, Reed in professional 
publishing.  However what unites them is 
that they both have to respond to rapid 
changes in technology to protect and grow 
their traditional business.  Both are making 
concerted efforts at this and, if successful, 
we would expect both to go on to be great 
investments.  We are watching them closely 
because the pace of technology change is 
accelerating and their divergent share prices 
warn us of investor sensitivities.

August 2015

* 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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Aviva Investors UK Equity MoM 1 Fund

FUND FACTS

Accounting dates Ex-dividend dates Distribution dates
31 July 1 August 30 September

31 January 1 February 31 March

Ongoing Charges Figure*
31.07.15 31.07.14

Share Class 2 1.03% 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. 

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 2.1896 2.1702

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 280.77 240.58 16.71%
* Valued at bid market prices.

Total Return – Income Shares

Fund1
FTSE®

All Share2

Share Class 2 18.24% 5.38%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

Top Ten Holdings

31.07.15

RELX plc 8.68%

London Stock Exchange Group plc 8.61%

Unilever plc 7.91%

Pearson plc 6.32%

Diageo plc 6.07%

Rathbone Brothers plc 5.08%

Hargreaves Lansdown plc 4.92%

Burberry Group plc 4.84%

Schroders plc 4.73%

Sage Group plc (The) 4.71%

Top Ten Holdings

31.07.14

RELX plc 8.02%

London Stock Exchange Group plc 7.66%

Unilever plc 7.46%

Pearson plc 6.59%

Diageo plc 6.55%

A.G.Barr plc  5.06%

Rathbone Brothers plc 4.98%

Sage Group plc (The) 4.83%

Daily Mail & General Trust plc A 4.82%

Burberry Group plc 4.80%

Portfolio Breakdown

31.07.15 31.07.14

Consumer Discretionary 33.73% 36.23%

Consumer Staples 26.30% 27.33%

Financials 23.34% 21.56%

Information Technology 16.60% 14.81%

Total Investments 99.97% 99.93%

Net Other Assets 0.03% 0.07%

Net Assets 100.00% 100.00%

11
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Aviva Investors UK Equity MoM 1 Fund

Share Price Record – Income Shares

Share class
Calendar
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2010 155.10 117.30

2011 166.30 137.80

2012 184.60 151.30

2013 248.76 186.70

2014 264.11 229.90

2015** 290.01 257.64
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 2.8714 23.54

2011 2.9814 24.44

2012 3.7315 30.59

2013 3.8491 31.55

2014 3.5620 29.20

2015* 3.6452 29.89
* Up to 30 September 2015 (the final distribution payment date).

12
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Aviva Investors UK Equity MoM 1 Fund

Calendar Year Performance

Total Return
Fund3

%

FTSE® 
All Share4

%
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 6.62 1.18

2015*

Share Class 2 9.03 5.49
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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

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
Over the year ended 31 July 2015, the 
Fund* returned 4.04 per cent (net of fees), 
underperforming the FTSE® All-Share Index 
return of 5.38 per cent.  

The main contributors to returns included 3i, 
Rentokil and Persimmon. Among holdings 
that detracted from returns, aerospace and 
defence company Cobham continued to 
suffer from cuts to defence spending. We 
still believe that the operating environment 
for the company will improve and so retain 
the holding. A second detractor was Drax. 
It was hurt by a combination of a change 
in the government’s subsidy policies for 
biomass and by lower wholesale electricity 
prices.

Over the year, we continued to reposition 
the Fund to ensure it will prosper in 
period of rising interest rates. In particular, 
we reduced the Fund’s exposure to 
pharmaceuticals after several years of 
strong performance, reducing the size of the 
holding in Novartis and completely selling 
out of Sanofi. 

Our largest purchase during the period 
was Barclays. We are encouraged by the 
progress it is making in both the retail bank 
and in Barclaycard. With the shares trading 
at below book value and potentially offering 
a 4% dividend yield next year, this looks 
like the right time to buy. We also bought 
a holding in Syngenta, the Swiss-listed 
agricultural company. It soon received a bid 
approach from Monsanto. We have met 
Monsanto’s management to understand the 
logic behind the deal and will continue to 
engage with both companies.
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AVIVA INVESTORS UK EQUITY MOM 2 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
In the resources sector, weaker commodity 
prices prompted us to sell our holding in 
miner and commodity trader Glencore. 
We retain the holding in Rio Tinto. We 
acknowledge that this will always be a 
more volatile source of cash-flow and, by 
extension, dividends. Vigilance, however, is 
a price worth paying in exchange for a yield 
of over 5%.

Over the review period, the UK election 
came and went, leaving a Conservative 
government, albeit one with more power. 
Austerity continues. Greece, meanwhile, 
voted against austerity – but ended up 
getting more of the same. And for all the 
talk that this would be the year of rising 
interest rates, there were actually more 
cuts as the great currency devaluation 
war continued (although the Swiss central 
bank surrendered and allowed the franc to 
appreciate).

Equity markets, meanwhile, took all this 
in their stride. Returns in small and mid 
caps were strong as investors looked for 
growth among domestically orientated 
stocks, which are well represented in these 
areas of the market. The strength of the 
housebuilding sector was a notable feature, 
with appetite boosted by the outcome 
of the general election. In fact, most 
domestically exposed sectors performed 
well, as economic growth in the UK looked 
attractive when set against the turmoil 
in Europe and the Far East. In contrast, 
returns from the FTSE 100 index were again 
burdened by its significant exposure to the 
mining and oil sectors, both of which have 
been poor performers this year. 

Overall, we continue to see more signs of 
economic recovery than not and would 
expect this to flow through into earnings 
in due course: this is a mild conviction call. 
Having reduced exposure to resources and 
oil, we continue to assess the ability of 
companies in these sectors to meet dividend 
promises largely made in sunnier times.

We will continue to focus on individual 
companies. It is here – rather than in 
trying to predict economic or geopolitical 
outcomes – where we can add most value. 
Our company meetings indicate that 
earnings growth is hard to find. Where it 
is found, it is expensive. At the same time, 
corporate balance sheets are strong and 
debt is cheap. This suggests that corporate 
activity (merger and acquisition) could be 
one of the defining features of the market 
in the second half of 2015. At the time of 
writing, the reporting season is validating – 
albeit incrementally – the changes we have 
made to the Fund.

Finally, a note on dividends: it is likely that 
there will be some ‘bunching’ of dividend 
payments ahead of tax changes next April. 
When the top rate of income tax increased 
in 2010, 73 companies brought forward 
their dividend payments and /or shifted 
their ex-dividend dates and 14 paid special 
dividends in response to the change. It 
seems likely that something similar may 
happen again. There is, however, no change 
in the underlying economics. We will get 
the income that we were always going to 
get – only sooner. And while there may be 
a possibility that we receive some special 
dividends that we were not anticipating, we 
don’t think companies will be inclined to 
pay out any more than they had planned to 
before the changes were announced. 
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AVIVA INVESTORS UK EQUITY MOM 2 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED) 
What we may see, however, is a dividend 
bonanza followed by a (modest) famine in 
the following year. So the only real effect 
will be to (possibly) distort our dividend 
progression. We won’t seek to change 
the Fund to ‘smooth’ this progression – 
those changes would disrupt the Fund’s 
characteristics and risk profile unnecessarily.

August 2015

* 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 Artemis.
“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*
31.07.15 31.07.14

Share Class 2 1.04% 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.

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 1.3862 0.6165

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 93.94 92.16 1.93%
* Valued at bid market prices.

Total Return – Income Shares

Fund1
FTSE®

All Share2

Share Class 2 4.04% 5.38%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

GlaxoSmithKline plc 4.14%

Imperial Tobacco Group plc 4.14%

HSBC Holdings plc 3.74%

Lloyds Banking Group plc 3.67%

AstraZeneca plc 3.06%

BT Group plc  2.99%

Barclays plc 2.98%

Royal Dutch Shell plc B 2.93%

Vodafone Group plc 2.90%

RELX plc 2.79%

Top Ten Holdings

31.07.14

Rightmove plc 6.49%

BG Group plc  5.75%

Johnson Matthey plc 5.19%

Imperial Tobacco Group plc 4.49%

BHP Billiton plc  4.41%

Standard Chartered plc  4.39%

Schroders plc, (Non-Voting)  4.20%

Hargreaves Lansdown plc  3.79%

Rio Tinto plc  3.28%

Abcam plc  3.20%

Portfolio Breakdown

31.07.15 31.07.14

Financials 28.95% 16.73%

Consumer Discretionary 16.78% 18.62%

Health Care 13.70% 4.68%

Industrials 11.45% 11.57%

Consumer Staples 7.13% 10.25%

Telecommunication Services 7.06% 0.00%

Energy 5.66% 10.32%

Utilities 3.75% 0.00%

Materials 3.08% 13.40%

Information Technology 1.39% 13.17%

Collective Investment Schemes 0.54% 0.00%

Total Investments 99.49% 98.74%

Net Other Assets 0.51% 1.26%

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 2010 78.04 66.30

2011 82.18 64.89

2012 84.53 72.84

2013 104.87 85.65

2014 107.09 81.42

2015** 98.67 88.87
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 1.7521 23.46

2011 1.5477 20.72

2012 1.5875 21.25

2013 1.3924 18.64

2014 1.0570 14.15

2015* 1.9354 25.91
* Up to 30 September 2015 (the final distribution payment date).

Calendar Year Performance

Total Return
Fund3

%

FTSE® 
All Share4

%
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 (12.12) 1.18

2015*

Share Class 2 5.26 5.49
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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
Over the year ended 31 July 2015, the Fund* 
returned 5.56 per cent (net of fees), slightly 
outperforming the FTSE® All-Share Index 
return of 5.38 per cent.  

We remain, as always, focused on 
purchasing out-of-favour companies which 
are cheap on our assessment of their 
normalised level of profits and which have 
sound balance sheets. Within the UK market, 
pickings have been slim over the past few 
years, particularly as valuations have risen 
significantly. However, profit warnings have 
picked up in recent months – perhaps cost 
cuts are harder to find than ever and sales 
growth is still fairly elusive. We continue to 
believe a number of stock valuations are too 
high given our expectations of normalised 
earnings.

We have started to purchase Marks & 
Spencer. The group has struggled to find a 
sustainable market position and to match 
the profitability of its peers. However, it is 
underperforming to such a great extent on 
the non-food business that it is hard not 
to see exciting upside potential. If it can 
return to the level of operating profitability 
that it delivered back in 2007, before the 
vast improvements in its operation were 
introduced, we believe the shares look 
cheap. 

Lloyds Banking Group has recovered 
significantly since the lows of the financial 
crisis. Many investors still avoid the company, 
worried by the large government holding 
and the lack of dividend. However, we 
expect both of these problems will be 
resolved in coming months to reveal a very 
profitable, well financed franchise with 
opportunities to both cut costs and grow 
their asset base. 

20



avivainvestors.com | Aviva Investors Manager of Manager ICVC (ICVC 2) Short Report

Aviva Investors UK Equity MoM 3 Fund

AVIVA INVESTORS UK EQUITY MOM 3 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
Recently we initiated a new holding in Drax, 
owner of the UK’s largest coal-fired power 
station. There has been some irretrievable 
loss of value over the past year, with a 
fundamental deterioration in the regulatory 
environment for biomass. While it would be 
wrong to expect a return to the performance 
of even a couple of years ago, given the 
fundamental increase that has been seen in 
environmental considerations, Drax shares 
still look cheap. Its efficiency benefit over 
other coal plants should mean that its coal 
operations are profitable even in extreme 
circumstances. And the group is not just coal; 
by capacity it will soon be half biomass, and 
this adds value on top of the group as a coal 
generator, possibly significant value given 
that biomass incentivisation is designed 
to give an average plant conversion a 
reasonable return and that Drax is more 
efficient than average.

We sold our position in Imperial Tobacco as 
we feel the positives of recent proposed deal 
with Reynolds and Lorillard have pushed the 
valuation through fair value.

We feel that the continued high rating 
for Unilever is hard to justify when an 
improvement in the food division is not 
forthcoming. This led us to close our 
position.

Aer Lingus shares have performed strongly 
since the IAG bid was confirmed at the start 
of 2015. There was a possibility that the 
deal could collapse as the EU Commission 
asked for various concessions to be made 
(although it has subsequently been 
approved), so the position has been exited 
very close to the offer price to ensure it was 
locked in.

Carnival was the largest positive contributor 
to performance over the past year. The 
cruise industry has a number of structural 
advantages such as demographic trends and 
the ability to utilise their assets in different 
parts of the world depending on demand. 
But with fuel a major cost, it was the 
significant fall in the oil price that was the 
biggest driver of the recent rise in the shares.

Grafton performed strongly. The company’s 
recent results have shown significant growth 
in both the UK and Irish merchanting 
markets, driven by increased housebuilding 
as well as a growth in repair, maintenance 
and improvement in these regions from 
historically low levels.

We bought into Direct Line at IPO (initial 
public offering) believing that its scale, 
ability to cut costs and balance sheet 
strength were under-appreciated. The shares 
have performed well as the market has come 
to appreciate the value in the group.

Avon Products has performed poorly over 
the last year. Earnings announcements over 
the period have been weak, coupled with 
corporate governance issues and weak 
EM currencies (with emerging markets 
accounting for approximately 75% of sales). 
The collapse of a potential deal with a 
buyout firm in May 2015 also compounded 
Avon’s woes, sending the share price 12% 
lower in a single day. Nevertheless, Avon’s 
shares trade at multi-year lows on enterprise 
value-based metrics, and if current pressures 
that the firm is facing abate, we believe 
the stock could re-rate significantly in its 
shareholders’ favour.
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AVIVA INVESTORS UK EQUITY MOM 3 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
Royal Dutch Shell has also underperformed 
in this year. As well as being adversely 
affected by the weak oil price, the company’s 
share price also responded badly to news 
that it intends to bid for BG Group, paying 
a larger-than-average approximately 50% 
premium to the BG price before the deal.

August 2015

* 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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FUND FACTS

Accounting dates Ex-dividend dates Distribution dates
31 July 1 August 30 September

31 January 1 February 31 March

Ongoing Charges Figure*
31.07.15 31.07.14

Share Class 2 1.04% 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.

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 1.8599 1.7746

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 141.86 137.69 3.03%
* Valued at bid market prices.

Total Return – Income Shares

Fund1
FTSE®

All Share2

Share Class 2 5.56% 5.38%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

HSBC Holdings plc  8.81%

GlaxoSmithKline plc  7.12%

Royal Dutch Shell plc B  7.02%

BP plc  6.05%

Grafton Group plc  5.19%

Lloyds Banking Group plc  4.90%

Royal Bank of Scotland Group plc  4.30%

British American Tobacco plc  3.41%

Carnival plc  3.13%

SIG plc  3.00%

Top Ten Holdings

31.07.14

Royal Dutch Shell plc B  10.38%

HSBC Holdings plc  9.37%

GlaxoSmithKline plc  7.11%

BP plc  6.18%

Unilever plc  4.44%

Grafton Group plc  4.22%

British American Tobacco plc  3.99%

QinetiQ Group plc  3.51%

Royal Bank of Scotland Group plc  3.28%

Direct Line Insurance Group plc  3.23%

Portfolio Breakdown

31.07.15 31.07.14

Financials 27.30% 20.57%

Industrials 17.32% 18.71%

Energy 15.24% 18.85%

Consumer Staples 8.59% 17.02%

Health Care 7.12% 7.11%

Consumer Discretionary 6.93% 7.14%

Materials 4.42% 3.67%

Telecommunication Services 2.89% 3.03%

Information Technology 1.40% 1.24%

Utilities 4.96% 1.24%

Total Investments 96.17% 98.58%

Net Other Assets 3.83% 1.42%

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 2010 102.50 84.98

2011 107.70 89.01

2012 112.00 97.43

2013 142.14 112.75

2014 144.95 127.48

2015** 150.62 135.07
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 2.1628 23.20

2011 2.1862 23.46

2012 2.8354 30.42

2013 2.6708 28.65

2014 3.0446 32.67

2015* 3.4219 36.71
* Up to 30 September 2015 (the final distribution payment date).

Calendar Year Performance

Total Return
Fund3

%

FTSE® 
All Share4

%
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 (0.48) 1.18

2015*

Share Class 2 5.09 5.49
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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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AVIVA INVESTORS UK EQUITY MOM 5 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
Over the year ended 31 July 2015, the 
Fund* returned 4.47 per cent (net of fees), 
underperforming the FTSE® All-Share Index 
return of 5.38 per cent.  

UK equities were effectively flat over the 
period, despite a backdrop of improving 
domestic macroeconomic data. Variability in 
the performance of key overseas economies 
and various geopolitical events combined 
to cap progress. The mixed nature of 
newsflow caused some volatility, as investor 
risk aversion rose in response to each 
development.

The year began well amid generally positive 
global macroeconomic data. However, the 
summer months proved more volatile, as 
growing concern about quantitative easing 
tapering in the US and geopolitics combined 
to unnerve investors. Tensions between 
Russia and Ukraine, conflict in Gaza and Iraq, 
and the rise of ISIS in Iraq and Syria were of 
particular concern. Strong third-quarter GDP 
demonstrated the UK economy’s resilience, 
but merely stoked speculation about 
possible interest rate policy changes. This 
caused a sell-off in prior outperformers in 
favour of more defensive sectors as investors 
de-risked portfolios. A slump in the price 
of oil exacerbated the risk-off mood, as 
concerns about the deflationary implications 
mounted. 2015 generally started well 
with UK equities buoyed by the European 
Central Bank’s large quantitative easing 
programme. This assuaged some concerns 
about signs of deflation in Europe. The UK’s 
economic recovery continued, with 2014 
GDP growing at the fastest pace since 2007. 
General election uncertainty did prompt 
some caution, but the clearer-than-expected 
result boosted both investor and consumer 
sentiment - consumer confidence data 
subsequently hit a 15-year high.
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AVIVA INVESTORS UK EQUITY MOM 5 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
The year ended on a volatile note, though, 
with fraught Greek bailout politics 
dominating market movements. China also 
began to preoccupy investors as the stock 
market fell precipitously, leaving many 
wondering whether this was indicative 
of greater problems in the underlying 
economy. Economic frailties were not a 
concern for the UK, however, as second 
quarter GDP data revealed. Growth 
accelerated, with economic activity rising 
0.7% compared with the first quarter’s 
0.4% increase, marking the tenth successive 
quarter of growth.

Purchase activity largely reflected individual 
stock-level opportunities, although 
management change was a notable 
driver of some of our decisions, as we 
took confidence from the prospects for 
improved operational performance. In 
particular, we bought shares in Essentra, a 
component manufacturer and supplier to 
various industries. The new chief executive 
is expanding aggressively, buying lowly-
rated competitors and consolidating 
facilities and sales channels. This should 
yield substantial earnings improvements. 
We also invested in Sage, the accounting 
software specialist, following its 
appointment of new CEO, Stephen Kelly, 
and our subsequent meeting with the new 
management team. This inspired greater 
confidence that management can transform 
the effectiveness of the firm’s marketing 
expenditure, which will boost turnover 
growth and profits margins. 

We added to Barclays and also bought 
further shares in Lloyds following an 
encouraging meeting with management. 
This suggested that positive trading results 
will bring forward the debate over the re-
introduction of a dividend for shareholders.

However, still in the banking sector, we sold 
shares in Standard Chartered following a 
disappointing meeting with management. 
The rhetoric around growth targets does not 
appear to be matched by action and we fear 
further earnings pressure. Otherwise, we 
were especially active where we perceived 
a deterioration in corporate fundamentals 
at some of our holdings. After meeting 
with management, we sold the position in 
builders merchant Travis Perkins. In our view, 
the growth in online suppliers is improving 
price transparency and could pressurise 
margins. We also removed Greene King 
from our Winners List and sold the shares. 
The pub sector has endured weak trading 
in recent months, with the value sector, to 
which Greene King is exposed, particularly 
affected by the supermarkets’ disruptive 
behaviour.

Elsewhere, we made changes to our gaming 
sector exposure, selling the position in 
William Hill entirely. We are concerned 
that heightened competition in both 
online gambling and the more traditional 
bookmaker shops could affect the group’s 
earnings prospects. Gaming software 
business Playtech also exited the Fund after 
its acquisition of TradeFX. We are concerned 
that the acquisition may be a ‘related party’ 
deal, which raises significant corporate 
governance issues that we hoped had been 
addressed.

Housebuilders Bellway, Crest Nicholson and 
Galliford Try were notable outperformers. 
In the end, the general election caused little 
sales disruption for the industry, while the 
financing and planning regimes still favour 
the large housebuilding firms. Rightmove 
shares also continued to perform well, 
supported by a continued recovery in 
housing activity.

27



Aviva Investors Manager of Manager ICVC (ICVC 2) Short Report | avivainvestors.com

Aviva Investors UK Equity MoM 5 Fund

AVIVA INVESTORS UK EQUITY MOM 5 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
Shares in paper and packaging firm DS Smith 
responded well to news that the Duropac 
acquisition had been cleared by the EU with 
no conditions. The earlier trading update 
allayed fears that the firm’s activities were 
being affected by any Eurozone-related 
worries. 

Commodity price movements were a key 
driver of weakness and volatility for some 
stocks. IAG, the parent company of British 
Airways and Iberia, was weak for a time, 
as the oil price staged a mini recovery. A 
de-rating of its US peers due to competition 
concerns also weighed on sentiment. 
Bodycote shares lagged on fears about the 
group’s oil & gas-exposed metal-treatment 
businesses. However, the group continues 
to target margin improvement through 
efficiency savings. The underweight position 
in BG Group was negative due to the 
takeover approach by Royal Dutch Shell. 
Lastly, recruitment group Hays detracted 
despite strong underlying operational 
performance. A weaker euro has proved 
particularly problematic.

The overall UK equity market remains 
range bound, although this disguises 
significant divergence in sector performance 
beneath the surface. The outlook for UK 
domestic consumer sectors remains bright, 
underpinned by rising real wages as nominal 
wages begin to pick up and the cost of 
living declines. Employment levels are at 
record levels thanks to an improvement in 
both permanent full-time and temporary 
employment. However, for large-cap 
sectors, this is a more challenging period, 
as their exposure to slowing emerging 
market growth, commodity price weakness 
and currency effects has knocked earnings 
growth potential. In this environment, we 
are identifying many attractively valued 
domestically focused stocks that offer 
attractive upside potential.

We retain our highly cautious stance 
towards defensive bond proxy sectors, 
as weak fundamentals and overcrowded 
positioning in these areas is a potentially 
dangerous mix, in our view.

August 2015

* 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 Investments 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*
31.07.15 31.07.14

Share Class 2 1.04% 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.

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 1.9499 1.9519

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 155.61 152.49 2.05%
* Valued at bid market prices.

Total Return – Income Shares

Fund1
FTSE®

All Share2

Share Class 2 4.47% 5.38%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

HSBC Holdings plc  6.66%

Royal Dutch Shell plc B  4.85%

BT Group plc  4.75%

Barclays plc  4.73%

Prudential plc  4.33%

Vodafone Group plc  3.79%

DS Smith plc  3.53%

BP plc  3.45%

Lloyds Banking Group plc  3.32%

Bellway plc  2.90%

Top Ten Holdings

31.07.14

Royal Dutch Shell plc B  7.60%

HSBC Holdings plc  6.92%

BP plc  5.14%

Rio Tinto plc  3.91%

BT Group plc  3.83%

Prudential plc  3.47%

Barclays plc  3.05%

Glencore plc  2.98%

Vodafone Group plc  2.90%

DS Smith plc  2.73%

Portfolio Breakdown

31.07.15 31.07.14

Financials 28.92% 24.42%

Energy 10.24% 16.73%

Consumer Discretionary 16.23% 14.93%

Industrials 14.24% 14.09%

Materials 8.90% 12.53%

Telecommunication Services 8.54% 6.73%

Consumer Staples 3.38% 5.31%

Health Care 2.86% 2.64%

Information Technology 3.72% 2.39%

Utilities 2.77% 1.00%

Total Investments 99.80% 100.77%

Net Other Assets/(Liabilities) 0.20% (0.77)%

Net Assets 100.00% 100.00%

30



avivainvestors.com | Aviva Investors Manager of Manager ICVC (ICVC 2) Short Report

Aviva Investors UK Equity MoM 5 Fund

Share Price Record – Income Shares

Share class
Calendar
year

Highest 
price* (p)

Lowest 
price* (p)

Class 2 2010 129.00 101.70

2011 134.50 102.20

2012 131.50 111.50

2013 160.82 133.33

2014 164.53 138.00

2015** 164.85 144.98
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 2.1663 18.56

2011 2.1859 18.73

2012 3.3115 28.38

2013 3.2447 27.80

2014 3.3368 28.59

2015* 3.5765 30.65
* Up to 30 September 2015 (the final distribution payment date).

Calendar Year Performance

Total Return
Fund3

%

FTSE® 
All Share4

%
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 (3.61) 1.18

2015*

Share Class 2 5.06 5.49
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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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AVIVA INVESTORS US EQUITY MOM 1 FUND

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
Over the year ended 31 July 2015, the Fund* 
returned 20.12 per cent (net of fees), slightly 
underperforming the S&P 500 Index return 
of 20.31 per cent.  

After posting strong returns in the second 
half of 2014, the utilities sector was among 
the weakest performers in the first two 
quarters of 2015, while the health care and 
consumer discretionary sectors continued 
to perform strongly.  The energy sector was 
the weakest performing sector over the past 
twelve months, underperforming the S&P 
500 Index by more than 35% during 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 year, 
the Fund’s average active sector positioning 
contributed to the strategy’s relative return. 
Specifically, an underweight allocation to 
the energy sector, which underperformed 
the index by more than 35% during the 
period, and an overweight allocation to the 
health care sector, which was the strongest 
performing sector during the period, 
contributed to relative performance.  The 
Fund also benefited from an overall positive 
selection effect during the period, especially 
within the health care and consumer staples 
sectors.

Additionally, an overall positive stock 
selection effect contributed to the strategy’s 
relative performance, especially within the 
health care and consumer staples sectors, 
during the year.
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AVIVA INVESTORS US EQUITY MOM 1 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
Our strategy attempts to generate an 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 we do not conduct traditional 
economic or fundamental analysis, we 
have no view on individual stocks, sectors, 
economic, or market conditions. The over 
and under weighting of stocks relative to 
the benchmark weightings is based on 
estimates of the 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 byproduct 
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. 

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

August 2015

* 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*
31.07.15 31.07.14

Share Class 2 1.04% 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. 

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 0.7579 0.3854

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 227.64 190.57 19.45%
* Valued at bid market prices.

Total Return – Income Shares

Fund1
FTSE®

All Share2

Share Class 2 20.12% 20.31%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

Apple, Inc.  2.89%

Actavis plc 1.38%

CVS Health Corp 1.26%

Microsoft Corp. 1.24%

Exxon Mobil Corp. 1.23%

Altria Group, Inc. 1.19%

Southwest Airlines Co.  1.19%

Kroger Co. (The)  1.17%

Lockheed Martin Corp.  1.07%

Union Pacific Corp.  1.06%

Top Ten Holdings

31.07.14

Apple, Inc.  2.43%

Exxon Mobil Corp. 1.65%

Micron Technology 1.23%

Actavis plc 1.17%

Visa, Inc. A  1.12%

Cigna Corp. 1.09%

Facebook, Inc. A  1.05%

Comcast 'A' 1.00%

Aetna, Inc.  0.96%

Sempra Energy 0.94%

Portfolio Breakdown

31.07.15 31.07.14

Information Technology 16.57% 16.78%

Financials 16.35% 12.88%

Health Care 16.25% 16.52%

Industrials 11.88% 11.10%

Consumer Discretionary 11.76% 15.59%

Consumer Staples 11.00% 10.17%

Utilities 7.30% 5.47%

Materials 3.99% 3.95%

Energy 3.12% 6.14%

Telecommunication Services 1.14% 0.91%

Total Investments 99.36% 99.51%

Net Other Assets 0.64% 0.49%

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 2010 130.80 106.40

2011 137.80 110.60

2012 148.60 132.30

2013 182.69 142.60

2014 224.30 174.50

2015** 243.90 219.98
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 0.6320 5.77

2011 0.9858 9.00

2012 1.2342 11.27

2013 1.4017 12.80

2014 0.9009 8.23

2015* 1.2488 11.40
* Up to 30 September 2015 (the final distribution payment date).
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Calendar Year Performance

Total Return
Fund3

%

FTSE® 
All Share4

%
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 22.77 20.76

2015*

Share Class 2 2.93 3.27
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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 2015, the 
Fund* returned 13.60 per cent (net of fees), 
outperforming the FTSE® World Europe (ex 
UK) Index return of 9.61 per cent.  

The year started with rumours that the 
European Central Bank (ECB) would soon 
begin full-scale quantitative easing (QE), 
which helped markets recover some lost 
ground before the official announcement in 
January 2015. The €1.1 trillion QE program 
began in March and will add €60 billion 
per month to the ECB’s balance sheet 
via the purchase of primarily eurozone 
sovereign debt until at least September 
2016. Throughout the period, there was 
also steady improvement in economic data 
points across Europe.

Political risk did return to the region later 
in the period under review. In Greece, after 
Prime Minister Samaras was unable to get 
his preferred presidential candidate through 
parliament in December, a snap election 
was called and won by the left-wing anti-
austerity Syriza Party. The party was elected 
with a mandate to renegotiate Greece’s 
debt repayment plan, but by the second 
quarter of 2015, fears over a possible Greek 
exit from the eurozone drove share prices 
lower. Protracted negotiations between the 
Syriza Government and its creditors saw 
payments delayed throughout the period 
until it was decided that June payments 
to the International Monetary Fund (IMF) 
would be collated into one €1.6 billion 
payment on the last day of the month. 
Neither Greece nor its creditors appeared 
to cede enough ground to the other side 
and relations between the two deteriorated 
further when the Syriza Government called 
a referendum for the 5 July on the creditor’s 
final proposals.

Fears of a Greek exit from the eurozone 
receded at the end of the period. Despite 
the result of the referendum being an 
overwhelming rejection of austerity by the 
Greek people, the threat of bankruptcy 
and a messy exit from the eurozone 
strengthened the creditors’ hand and the 
Syriza Government accepted the need for 
further austerity in return for a third bailout 
package worth €86 billion.

Stocks selection in the healthcare sector 
added value during the period and 
healthcare facility operator Fresenius was 
our strongest performing position, as its 
German hospital acquisition started to 
bed down and as a large proportion of 
its revenues is in US dollars, allowing it to 
benefit from the recent weakness in the 
Euro. Novartis also added value after it 
benefitted from positive reaction to its new 
heart-failure drug.
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AVIVA INVESTORS EURO EQUITY MOM 1 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
Anheuser-Busch InBev was among our 
strongest positions and has invested heavily 
in marketing, packaging and commercial 
activities.

Our underweight position in oil & gas added 
value, though this was offset by poor stock 
selection. Due to the fall in the oil price in 
the second half of the year, Petroleum Geo-
Services and Galp Energia were among the 
largest detractors to performance. 

Our holding in airline manufacturer Airbus, 
which was sold in the fourth quarter, due to 
the outlook for cash returns deteriorating, 
was also among the Fund’s weakest 
holdings.

The financials added to returns due 
to positive stock selection, particularly 
among financial services and real estate 
companies, balancing out the negative 
impact of our overweight position. However, 
there was significant variation within the 
sector and financials stocks were among 
both our best and worst performers. The 
largest single detractor from returns was 
Greek bank Piraeus, which fell following 
Syriza’s victory in the Greek election and 
the protracted bailout negotiations (the 
stock has now been sold). In contrast, our 
holding in Gagfah was among our strongest 
performers. The German residential property 
business was the subject of takeover activity 
in the fourth quarter. We have now sold the 
stock to lock in profits. We also benefitted 
from not holding Banco Santander.

European equity markets have seen 
valuations increase, but not to the extent 
we have seen in previous cycles or when 
compared to peers. Companies still have 
a lot of recovery potential when we look 
at their pre-2008 performance, far higher 
than in other parts of the world, and current 
valuations do not account for this potential. 
However, earnings estimates are on the 
rise and we expect the profit recovery to 
continue throughout the remainder of 2015. 
QE should also continue to support equity 
markets and protect the rest of the eurozone 
if the Greek crisis returns to the fore.

August 2015

* 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*
31.07.15 31.07.14

Share Class 2 1.07% 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. 

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 2.2936 2.2963

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 189.75 169.10 12.21%
* Valued at bid market prices.

Total Return – Income Shares

Fund1
FTSE®

All Share2

Share Class 2 13.60% 9.61%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

Novartis AG  7.84%

Bayer AG  4.03%

Fresenius SE & Co. KGaA  3.62%

BNP Paribas SA  3.51%

Novo Nordisk A/S B  3.03%

Wolters Kluwer NV  2.62%

Anheuser-Busch InBev NV  2.58%

Swedbank AB A  2.57%

Sampo OYJ A  2.54%

AXA SA  2.40%

Top Ten Holdings

31.07.14

Novartis AG  6.69%

Bayer AG  4.43%

Anheuser-Busch InBev NV  4.39%

BNP Paribas SA  3.74%

Novo Nordisk A/S B  3.39%

Allianz SE  3.16%

Unilever NV, CVA  3.13%

Sanofi 2.99%

Siemens AG  2.87%

Volkswagen AG Preference 2.59%

Portfolio Breakdown

31.07.15 31.07.14

France 16.65% 9.08%

Germany   13.75% 22.03%

Switzerland   13.28% 16.79%

Netherlands   9.83% 8.14%

Ireland   8.88% 2.70%

Italy   7.45% 4.20%

Spain   5.01% 6.03%

Belgium   4.72% 4.97%

Norway   4.24% 2.85%

Finland   4.07% 3.25%

Other Countries 13.02% 19.24%

Total Investments 100.90% 99.28%

Net other (Liabilities)/Assets (0.90)% 0.72%

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 2010 145.60 119.90

2011 155.50 108.91

2012 144.30 113.70

2013 176.31 144.40

2014 183.03 156.23

2015** 199.67 172.32
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 2.2090 15.58

2011 2.6241 18.51

2012 2.5437 17.94

2013 2.8258 19.94

2014 2.2963 16.20

2015* 2.2936 16.18
* Up to 30 September 2015 (the final distribution payment date).
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Calendar Year Performance

Total Return
Fund3

%

FTSE® World 
Europe

(ex UK)4

%
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 0.26 0.16

2015*

Share Class 2 10.38 8.71
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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.
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AVIVA INVESTORS EURO EQUITY MOM 2 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 2015, the 
Fund* returned 7.38 per cent (net of fees), 
underperforming the FTSE® World Europe 
(ex UK) Index return of 9.61 per cent.  

In October 2014, the US Federal Reserve 
(the Fed) announced the conclusion of its 
‘QE3’ (Quantitative Easing 3) bond buying 
programme which led to some debate over 
the resilience of global growth in the face 
of US policy tightening and an economic 
slowdown in China. International Monetary 
Fund (IMF) head Christine Lagarde referred 
to the risk of a ‘new mediocre’ level of 
growth for the global economy, epitomising 
a mood which resulted in significant 
pressure on commodity prices; the oil price 
halved to around $50 a barrel by the end of 
2014. The price tumble had a large impact 
on oil-exporting nations. For example, 
Russia’s central bank raised interest rates 
from 9.5% to 17% in December 2014 in an 
effort to defend the rouble.

In 2015, investor sentiment was boosted by 
the actions of the European Central Bank 
(ECB) as well as the Fed’s assurances that 
policy rates would remain low for some 
time. The ECB had previously adopted a 
dovish tone, with its president, Mario Draghi, 
stating at the Jackson Hole Symposium in 
August 2014 that it would use “all available 
instruments” – taken to mean quantitative 
easing (QE) – to address falling inflation 
expectations. It eventually announced in 
January 2015 a larger than expected QE 
programme which drove equity markets 
for much of the remainder of the period. It 
stated it would buy €60bn of assets a month 
from March 2015 until at least September 
2016 and longer if necessary to affect a 
‘sustained adjustment’ in inflation. 
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AVIVA INVESTORS EURO EQUITY MOM 2 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
As a result, the Euro weakened over the 
period, a trend which was not helped by the 
political situation which unfolded in Greece: 
anti-austerity party Syriza gained power in 
January, raising the prospect of ‘Grexit’ from 
the Eurozone. The US economy continued 
to show signs of strength over the year, 
notwithstanding a weather affected Q1 
2015 slowdown, and speculation over the 
timing of US interest rate ‘lift off’ began to 
increase. 

The latter months of 2014 saw cash flow 
as an investment style perform well and 
contrarian value styles fare poorly, which 
generally helped the Fund in relative terms. 
However, we had been concerned that the 
announcement of aggressive ECB policy 
in January 2015 could halt or reverse the 
nascent increase in valuation dispersion we 
had seen European markets. This appeared 
to be the case as the prospect of ECB 
stimulus reinvigorated sentiment, leading 
to fairly indiscriminate gains for equities 
and pushing down equity market valuation 
dispersion to even more compressed levels.

The best performing holdings over the 
year included Delhaize Group, Boliden and 
Paddy Power: Delhaize Group, the owner of 
supermarkets in the US and Belgium, saw 
sales grow 3.9% on a constant currency 
basis in 2014 and operating profit rise to 
€739m, about 5% ahead of the consensus 
expectation; Boliden’s financial performance 
in 2014 was also strong as higher volumes 
and the benefit of US dollar strength more 
than compensated for weaker metal prices; 
Bookmaker Paddy Power supplemented a 
13% increase in its full year dividend with 
an additional cash return of €8/share, 
equivalent to a pay out of over 10%. 

The biggest detractors from Fund 
performance included Fred Olsen Energy, 
FCC and OPAP: OPAP, the Greek lottery 
operator, saw its shares fall in-line with 
the Greek market sell-off; Fred Olsen 
Energy suffered due to the fall in the oil 
price, reduced spending from exploration 
and production companies and more of 
its rigs in ‘lay-up’ which culminated in a 
$419m impairment charge in Q2 2015 as 
it wrote down the value of its rigs; Spanish 
construction and infrastructure group 
FCC grew 2014 EBITDA (earnings before 
interest, tax, depreciation and amortisation) 
but shares in the Company weakened on 
some investor disappointment that the 
pace of improvement in the company‘s 
environmental services and water division, 
which halved its annual loss, was not greater.

Towards the end of the period we initiated 
the findings of this year’s annual review 
of company report and accounts. Due to 
the cash flow emphasis of the investment 
process and the current narrow valuation 
dispersion in European markets, the Fund 
remains tilted towards those with strong 
growth and cash return characteristics. 
Similar to last year, there is a significant 
bias to the consumer goods, services 
and healthcare sectors. The exposure to 
telecoms and utilities has reduced while the 
weighting in industrials and oil & gas has 
increased.

We continue to be constructive in our 
outlook for European equities. In the short-
term, a combination of the supportive 
effect of the ECB’s QE programme, the 
positive sentiment surrounding progress in 
Greece’s talks with its creditors, and the wide 
valuation discount of Europe relative to the 
US suggest that European equity markets 
could make further progress. 
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FUND MANAGER’S REPORT 
(CONTINUED)
The impact of US interest rate rises is likely 
to be a big influence on equity market 
returns over the next twelve months. 
Tighter monetary policy may lead to greater 
valuation dispersion in equity markets 
as high quality companies are afforded a 
greater premium rating over more financially 
distressed companies. This should present a 
good environment for the process.

Although corporate risk remains at subdued 
levels there is no doubt it is beginning 
to rise, reflecting increased merger and 
acquisition momentum. Should incidence of 
aggressive investment behaviour continue 
to rise, this could herald a period of greater 
equity market volatility. However, we would 
expect this volatility to be greatest in the US 
market where valuations are most stretched. 
European equities look better value and the 
European corporate earnings cycle has yet to 
reach its pre-global financial crisis peak.

August 2015

* Fund performance figures – share class 2, source Lipper 
Hindsight, 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.

AVIVA INVESTORS EURO EQUITY MOM 2 FUND (CONTINUED)
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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*
31.07.15 31.07.14

Share Class 2 1.06% 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.

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 2.1503 3.0972

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 172.00 162.20 6.04%
* Valued at bid market prices.

Total Return – Income Shares

Fund1

FTSE® World 
Europe

(ex UK)2

Share Class 2 7.38% 9.61%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

Pandora A/S  4.09%

Axfood AB  3.79%

Gamesa Corp. Tecnologica SA  3.47%

Novozymes A/S B  3.44%

Ipsen SA  3.39%

Actelion Ltd.  3.24%

Caverion Corp.  3.20%

Euronext NV 3.15%

Inditex SA  3.15%

Vivendi SA  3.10%

Top Ten Holdings

31.07.14

Actelion Ltd.  4.17%

Boliden AB 3.93%

Enagas SA 3.69%

Straumann Holding AG 3.66%

OPAP SA 3.65%

HUGO BOSS AG 3.61%

E.ON SE 3.57%

Novo Nordisk A/S B 3.55%

Banco Santander SA 3.51%

Red Electrica Corp. SA 3.47%

Portfolio Breakdown

31.07.15 31.07.14

Sweden 17.85% 16.93%

France 15.00% 12.52%

Denmark 13.19% 6.95%

Germany 12.40% 12.50%

Spain 9.47% 16.98%

Switzerland 9.31% 14.09%

Finland 9.00% –

Netherlands 6.15% –

Ireland 2.66% 2.93%

Norway 1.47% 10.49%

Greece – 3.65%

Belgium – 3.10%

Total Investments 96.50% 100.14%

Net Other Assets/(Liabilities) 3.50% (0.14)%

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 2010 150.80 123.90

2011 159.40 113.20

2012 142.70 117.80

2013 162.54 142.90

2014 173.96 146.66

2015** 182.14 162.92
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 2.4027 16.73

2011 2.3033 16.04

2012 2.0115 14.01

2013 3.3851 23.57

2014 3.0972 21.57

2015* 2.1503 14.97
* Up to 30 September 2015 (the final distribution payment date).

Calendar Year Performance

Total Return
Fund3

%

FTSE® World 
Europe

(ex UK)4

%
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 4.68 0.16

2015*

Share Class 2 5.29 8.71
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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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AVIVA INVESTORS APAC EQUITY MOM 1 FUND

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
Over the year ended 31 July 2015, the 
Fund* returned -2.83 per cent (net of fees), 
outperforming the FTSE® Asia Pacific ex 
Japan Index return of -5.77 per cent.  

Asian equities saw high volatility during 
the latter part of the period, with strong 
performance initially in China driven by 
improving sentiment and government 
support for the ‘A’-share market (mainland 
exchanges available predominantly to local 
investors). The market was also boosted by 
expectations of further stimulus measures 
by the government to support the slowing 
economy, with a series of interest rate 
cuts and hopes of reforms in state-owned 
enterprises (SOEs) helping the market 
reach multi-year highs. However the gains 
reversed sharply towards the end of the 
period as the economy continued to exhibit 
weak underlying trends.

Market returns across the rest of the region 
were muted as sentiment remained weak 
on concerns over impending US rate hikes 
and disappointing corporate profits. The 
Indonesian market was the biggest laggard 
as sluggish economic data and scepticism 
over the government’s ability to push 
through reforms led to increased foreign 
outflows. 
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AVIVA INVESTORS APAC EQUITY MOM 1 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
The Fund’s outperformance was mainly 
attributable to stock selection in Hong 
Kong.  The first seven months of 2015 
have been a challenging period as equity 
markets saw a wide dispersion of returns 
led by the momentum-driven rally in the 
China A-share market. With the Hong Kong 
market benefitting from a spill over in bullish 
sentiments, BOC HK led gains with strong 
results and Hong Kong Land benefitted 
from demand for prime office space in Hong 
Kong. Australian materials companies such 
as James Hardie lifted performance with 
strong earnings. Resmed, a manufacturer of 
products for treatment of sleep disorders, 
continued its growth momentum driven by a 
quality product range and product launches.

Not holding Hong Kong Exchanges and 
Clearing Limited was a drag to performance. 
The share price surged on optimism that 
the influx of hot money into Chinese shares 
listed in the city would boost turnover, 
though we believe the share valuations 
are too high. Korean stocks Hyundai Motor 
and SK Hynix were also detractors due to 
intensifying competition and weak end 
product pricing.

We took advantage of the market volatility 
to make a small number of switches in the 
Fund. In China, we took profits on Zhuzhou 
CSR given its outperformance and used the 
proceeds to increase exposure in Baidu, 
whose share price had lagged. We added 
selectively to laggard SOEs such as China 
Resources Land and China Mobile which 
are potential beneficiaries of government 
policy support and where valuations are 
reasonable. We trimmed the holdings in 
Taiwan IT names amid concerns over slowing 
smartphone demand.

After months of fairly low share volatility, 
prices surged in April 2015 followed by a 
retracement of all the gains in May to July. 
Underlying these swings in sentiment has 
been the violent price action in the China 
A-share market, with the Shanghai Index 
surging 40% from end-March to its peak 
in mid-June before returning to its starting 
point in the first week in July. Extreme levels 
of margin finance and massive participation 
by inexperienced retail investors has 
revealed the vulnerability of this essentially 
momentum-driven market. Falling prices 
have triggered margin calls, creating a 
downward spiral, especially in smaller caps 
that rose most sharply earlier.  With many 
valuations starting from extreme levels, 
there has been little sign of any fundamental 
support as prices have corrected.

Given the vested interests in avoiding a 
further A-share rout, there could be larger 
government intervention in the market 
or more aggressive easing of monetary 
policy. This would eventually trigger a 
bounce in the broader HK/China market, 
from what are oversold levels for many 
stocks.  Although we remain cautious about 
the outlook for the Chinese economy, 
and sceptical about SOE reform, regional 
infrastructure investment, etc., after the 
recent correction almost all of the earlier 
hype has come out of the valuations for 
Hong Kong traded H-Shares, and we are 
looking to add selectively to preferred China 
stocks that are oversold.
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FUND MANAGER’S REPORT 
(CONTINUED)
In the rest of the region we remain 
comfortable with our exposure in Hong 
Kong –domestic blue-chips in property 
and banking, regional insurance and 
conglomerates, and globally competitive 
exporters.  Although the domestic HK 
economy is soft on the back of falling high-
end Chinese tourist spending, the local 
property market remains fairly buoyant with 
a healthy residential market and increasing 
evidence of a renewed upcycle in the office 
market in the absence of new supply. 
Against a tough macro-economic backdrop, 
the conservative balance sheets and above-
average levels of corporate governance at 
many Hong Kong companies is reassuring, 
and their regional/global exposure offers 
options for growth.

Meanwhile, most south east Asian markets 
have struggled as local economic data 
disappointed and scepticism increased over 
the likelihood of meaningful economic 
reforms from new Governments in 
countries like Indonesia and Thailand. 
Exports are moribund and local credit cycles 
mature after several years of above-trend 
growth, putting downward pressure on 
consumption.  Although share valuations 
in Thailand, Indonesia and Singapore are 
reasonable, the earnings revision cycle is 
against them and we remain very selective 
in the Fund’s exposure and wary of the risks 
posed to these smaller emerging markets 
in the face of potentially rising US rates and 
lower risk appetite globally. 

August 2015

* 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.

AVIVA INVESTORS APAC EQUITY MOM 1 FUND (CONTINUED)
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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*
31.07.15 31.07.14

Share Class 2 1.34% 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.

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 2.1019 1.6972

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 189.20 198.14 (4.51)%
* Valued at bid market prices.

Total Return – Income Shares

Fund1

FTSE® World
Asia Pacific
(ex Japan)2

Share Class 2 (2.83)% (5.77)%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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.

53



Aviva Investors Manager of Manager ICVC (ICVC 2) Short Report | avivainvestors.com

Aviva Investors Apac Equity MoM 1 Fund

Top Ten Holdings

31.07.15

Taiwan Semiconductor Manufacturing Co. Ltd.  4.47%

AIA Group Ltd.  3.30%

National Australia Bank Ltd.  3.03%

Hon Hai Precision Industry Co. Ltd.  2.82%

China Mobile Ltd.  2.59%

Jardine Matheson Holdings Ltd.  2.59%

CSL Ltd.  2.50%

Hongkong Land Holdings Ltd.  2.35%

SK Telecom Co. Ltd.  2.29%

Zhuzhou CSR Times Electric Co. Ltd. H  2.25%

Top Ten Holdings

31.07.14

Taiwan Semiconductor Manufacturing Co. Ltd.  3.85%

BHP Billiton Ltd.  3.76%

Hon Hai Precision Industry Co. Ltd.  3.75%

Hyundai Motor Co.  3.28%

Samsung Electronics Co. Ltd.  3.02%

National Australia Bank Ltd.  2.81%

Jardine Matheson Holdings Ltd.  2.70%

MediaTek, Inc.  2.60%

SK Telecom Co. Ltd.  2.59%

Australia & New Zealand Banking Group Ltd.  2.48%

Portfolio Breakdown

31.07.15 31.07.14

Australia 21.35% 25.73%

Cayman Islands 12.51% 7.35%

Hong Kong 11.22% 8.92%

Taiwan 9.40% 12.18%

China 9.37% 8.79%

South Korea 9.09% 12.14%

Singapore 6.32% 6.99%

Bermuda 6.11% 5.76%

Thailand 3.79% 3.28%

Ireland 2.06% 1.36%

Other Countries 5.76% 5.82%

Total Investments 96.98% 98.32%

Net Other Assets 3.02% 1.68%

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 2010 190.10 150.70

2011 183.70 143.70

2012 188.50 161.00

2013 209.30 172.50

2014 209.63 175.66

2015** 228.05 190.89
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 1.0356 6.15

2011 2.4839 14.75

2012 2.4480 14.54

2013 2.3841 14.16

2014 2.4787 14.72

2015* 3.3855 20.10
* Up to 30 September 2015 (the final distribution payment date).

Calendar Year Performance

Total Return
Fund3

%

FTSE® World 
Asia Pacific
(ex Japan)4

%
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 10.56 5.01

2015*

Share Class 2 (4.19) (3.26)
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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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AVIVA INVESTORS JAPAN EQUITY MOM 1 FUND

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
Over the year ended 31 July 2015, the 
Fund* returned 15.65 per cent (net of fees), 
underperforming the FTSE® Japan Index 
return of 18.32 per cent. 

Sector allocation and stock selection both 
detracted from the relative performance 
during the period. 

The benchmark FTSE® Japan Index 
appreciated by 31.77%* in yen terms during 
the period. Despite volatile global market 
conditions, the Japanese equity market 
posted strong gains, as robust corporate 
earnings results for the fiscal year 2014 
and steady earnings guidance for the fiscal 
year 2015 were announced by majority 
of the companies. The yen’s weakening 
trend against the US dollar helped to boost 
earnings prospects for export-oriented 
companies. Domestic demand has also 
shown signs of a rebound from last 
year’s demand slump that followed the 
consumption tax hike. Prospects for wage 
growth alongside the healthy profit recovery 
in Japan also supported the outlook for 
some domestic oriented companies. Thus, 
corporate earnings momentum exhibited 
a clear difference between Japan and the 
US, helping to lift investor sentiment, while 
also attracting international investors. 
Accommodative monetary policy has also 
staged a strong rally. The Bank of Japan 
announced a surprise move, including 
increased purchases of long-term 
government bonds, ETFs (exchange traded 
funds) and JREITs (Japanese real estate 
investment trusts). 

(Please note that the attribution analysis is 
performed on the equity portfolio only on a 
Japanese yen basis.)
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AVIVA INVESTORS JAPAN EQUITY MOM 1 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
Our sector allocation strategy detracted 
from the relative return by 70bp. Domestic 
oriented defensive sectors such as 
Consumption and Medical led the market, 
along with robust earnings momentum. 
Domestic sales results for these sectors 
declined mainly due to the consumption 
tax hike in April 2014, or due to bi-annual 
drug price reductions, but revenues have 
clearly bottomed out now, so corporate 
efforts to improve margins through product 
price hikes, cost constraints, and developing 
new drugs resulted in robust earnings 
prospects. We have remained underweight 
in these sectors, as their valuations have 
clearly been expensive relative to other 
defensive industries. Nevertheless, strong 
earnings momentum appeared to attract 
inflows to the Japan equity market over the 
period. Although we have scaled back our 
underweight positions in these sectors along 
with the improved data from both domestic 
economic conditions and corporate earnings 
prospects from these sectors, the remaining 
underexposure has had a negative impact 
on the relative performance. In contrast, 
cyclical sectors such as the Capital Goods 
and Commodities sectors failed to catch 
up with the rally. While earnings prospects 
were subdued partly by a slowing Chinese 
economy, our overweight positions in these 
sectors had a negative impact on the relative 
performance. 

Stock selection also detracted slightly from 
the relative performance (-9bp) over the 
period as a weakening Chinese economy 
impacted the Fund. While earnings 
estimates of some related companies were 
reduced, their valuations were cut further 
resulting in substantial share price weakness. 
In the Commodities sector, steel producers 
detracted from the sector performance. 
Earnings prospects of companies vulnerable 
to weak demand and supply conditions 
appear to have been aggravated further 
as the Chinese economy weakened, while 
oversupply conditions in the country 
remain. Our preferred position in the steel 
manufacturers, JFE Holdings, also detracted 
from the relative return. Falling Chinese 
demand had a negative impact on various 
natural resources prices, so the position 
in Toho Zinc had a negative impact on 
performance. In the Capital Goods sector, 
one of our holdings Ebara, which produces 
pumps for oil and chemical plants, plunged 
along with weaker natural resource prices.

August 2015

* 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*
31.07.15 31.07.14

Share Class 2 1.31% 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.

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 0.4513 0.5322

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 150.25 130.54 15.10%
* Valued at bid market prices.

Total Return – Income Shares

Fund1
FTSE®

Japan2

Share Class 2 15.65% 18.32%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

Toyota Motor Corp.  4.31%

Mizuho Financial Group, Inc.  2.85%

Nippon Telegraph & Telephone Corp.  2.11%

Nitori Holdings Co. Ltd.  1.99%

Sumitomo Mitsui Financial Group, Inc.  1.92%

Mitsubishi UFJ Financial Group, Inc.  1.91%

Honda Motor Co. Ltd.  1.86%

Nissan Motor Co. Ltd.  1.51%

NTT DOCOMO, Inc.  1.47%

Mitsubishi Corp.  1.38%

Top Ten Holdings

31.07.14

Toyota Motor Corp.  3.28%

Mitsubishi UFJ Financial Group, Inc.  3.09%

Mizuho Financial Group, Inc.  2.49%

Mitsui Fudosan Co. Ltd.  1.96%

Nippon Telegraph & Telephone Corp.  1.92%

Sumitomo Mitsui Financial Group, Inc.  1.83%

Isuzu Motors Ltd.  1.64%

T&D Holdings, Inc.  1.56%

Fuji Heavy Industries Ltd.  1.43%

NEC Corp.  1.34%

Portfolio Breakdown

31.07.15 31.07.14

Consumer Discretionary 25.06% 24.50%

Financials 18.89% 19.82%

Industrials 18.44% 19.52%

Information Technology 12.44% 12.93%

Materials 8.92% 8.65%

Telecommunication Services 5.41% 3.83%

Health Care 4.54% 4.24%

Consumer Staples 4.29% 4.30%

Energy 0.89% 1.24%

Utilities 0.74% 0.61%

Total Investments 99.62% 99.64%

Net Other Assets 0.38% 0.36%

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 2010 123.70 102.60

2011 125.40 100.30

2012 113.70 97.40

2013 141.30 104.80

2014 136.56 116.53

2015** 160.10 134.52
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 0.3821 3.72

2011 0.7038 6.86

2012 1.0220 9.96

2013 0.4195 4.09

2014 0.7002 6.82

2015* 0.6461 6.30
* Up to 30 September 2015 (the final distribution payment date).
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Calendar Year Performance

Total Return
Fund3

%

FTSE® 
Japan4

%
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 4.55 2.73

2015*

Share Class 2 12.32 15.11
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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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AVIVA INVESTORS EM EQUITY MOM 1 FUND

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
Over the year ended 31 July 2015, the 
Fund* returned -2.83 per cent (net of fees), 
outperforming the MSCI Emerging Market 
Index return of -5.95 per cent.  

Our choice of securities in Asia (India 
and Taiwan), contributed to excess gains. 
However, negative stock selection in China 
and EMEA (predominantly Turkey and 
Russia) weighed on returns. At a sector 
level, positive stock selection and allocation 
drove performance. Positive stock selection 
and allocation in information technology, 
materials, and consumer staples were 
standouts, but our poor stock picking in 
financials and telecom services, and our 
underweight to the latter, weighed on 
performance.

The MSCI Emerging Markets Index fell in 
the year ended 31 July 2015, in sterling 
terms, underperforming developed market 
gauges. Continuing volatility, concern about 
the timing of the US Federal Reserve’s (the 
Fed) next rate hike, worries about the pace 
of global growth, a falling oil price, and 
the twists and turns in the Greek debt crisis 
combined to unsettle traders. 

Plunging oil prices and a currency crisis 
in Russia triggered a bout of risk aversion 
towards the end of 2014. Turkey, Indonesia, 
Brazil, and South Africa fell to record or 
multiyear lows. India gave back some of the 
gains seen since the landslide victory of the 
opposition Bharatiya Janata Party (BJP) party 
in the spring as investors grew cautious 
about the new government’s ability to 
implement reforms. 
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AVIVA INVESTORS EM EQUITY MOM 1 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
Markets rallied early in 2015. The Fed 
reiterated that it was in no rush to raise 
interest rates, a peace deal to end the 
Ukraine crisis raised hopes that the US and 
Europe would roll back sanctions on Russia, 
and some emerging countries cut interest 
rates. Demand for riskier assets was also 
fueled by the European Central Bank’s large-
scale quantitative easing program. However, 
there was evidence of slowing growth in 
many countries, with both Brazil and Russia 
expected to fall into recession later in the 
year. A strong US dollar also contributed 
to losses in markets whose currencies 
weakened against the dollar. 

Later, risk aversion spiked again and 
emerging market stocks fell sharply as talks 
between Greece and its creditors failed to 
produce a debt agreement, raising fears of 
a disorderly exit from the Eurozone. After 
an exceptional run, Chinese stock markets 
plummeted as local regulators clamped 
down on margin financing. The China 
Central Bank unexpectedly reduced its 
benchmark interest rate and made changes 
to the level of reserves required to be held 
by certain banks, a move that was seen 
as supportive for the stock market. Indian 
stocks succumbed to some profit taking 
after their rapid rise over the year. Renewed 
political uncertainty in Turkey after the ruling 
AK party lost its parliamentary majority also 
pulled emerging market shares lower.

Greece fell the most in the period, along 
with Colombia, Brazil, Russia, and Turkey. 
Hungary, the Philippines, and India rose. 
The weakest performing sectors by far were 
materials and energy, followed by consumer 
discretionary and utilities. The positive 
contributors were health care and consumer 
staples.

The Fund’s overweight holding in India was 
very beneficial, as this market performed 
strongly over the period. Stock selection 
in India also contributed.  Pharmaceutical 
maker Dr. Reddy’s Laboratories delivered 
an attractive return as robust growth in 
revenues and higher margins in the US, 
India, and Europe boosted the share price. 
The company is launching new products 
and increasing market share for existing 
remedies. Our holdings in HDFC Bank 
and Axis Bank were notable contributors 
as banking stocks surged after the BJP’s 
election victory, raising hopes for economic 
reforms. Lending to individuals and 
companies also increased as the economy 
began to pick up. In Taiwan, an overweight 
in Catcher Technology helped. The shares 
of the manufacturer of light metal casings 
for smartphones, tablets, and notebooks 
rallied on good results and expectations for 
further improvements in sales and margins. 
Our holding in Taiwan Semiconductor was 
also beneficial. The company delivered solid 
growth, with margins and returns hitting the 
high end of its guidance range. However, 
we trimmed our position toward the end of 
the period as slower-than-expected demand 
caused inventories to swell.  

Stock selection in China hampered 
performance. Shares in Baidu, the dominant 
search engine, weakened in the second half 
of the period as earnings disappointed and 
guidance was lower than expected. The 
company also had to pay higher tax and 
research and development costs increased. 
We reduced our position, but we still like 
Baidu’s long-term drivers. Beijing Enterprise 
Holdings, a utilities conglomerate with 80% 
of its earnings derived from gas distribution 
and transmission, also underperformed, as 
gas price rises dented consumption.
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FUND MANAGER’S REPORT 
(CONTINUED)
Turkey also underperformed, with our 
holding in Turkiye Halk Bankasi being a 
notable detractor. While the bank produced 
solid results, the shares suffered as the bank 
increased provisioning to cope with a big 
corporate non-performing loan and after 
a capital raising for a new Islamic bank. 
Political uncertainty also weighed on Turkish 
shares.

Going forward, 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. 

Emerging markets equities had a challenging 
year in 2014, but results were positive in 
the first half of 2015, albeit a little volatile 
in the second quarter. There continued to 
be a great dispersion of returns with a lot of 
news and volatility. Economic growth across 
many developing markets should continue 
to be higher than in the developed world 
in 2015, although that gap may narrow 
further. Countries that push forward with 
reforms should do well, while those that do 
not will struggle. Valuations in emerging 
markets are as compelling as they were a 
year ago and remain at a discount relative to 
their history and to their developed‐market 
peers. However, we are likely to see a much 
more uneven world going forward, with less 
correlation and more divergent results. Near‐
term risks include a worse‐than‐expected 
slowdown in China or a breakdown in its 
financial system; a sharper than anticipated 
rise in US interest rates; and an unexpected 
bout of risk aversion due to geopolitical 
events. 

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, fueled 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. 

August 2015

* 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.
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.

AVIVA INVESTORS EM EQUITY MOM 1 FUND (CONTINUED)
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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*
31.07.15 31.07.14

Share Class 2 1.45% 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.

Revenue Distributions – Income Shares
Final distribution for the six months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 0.9087 1.3039

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 310.22 320.22 (3.12)%
* Valued at bid market prices.

Total Return – Income Shares

Fund1

MSCI 
Emerging 

Markets
Index2

Share Class 2 (2.83)% (5.95)%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

Taiwan Semiconductor Manufacturing Co. Ltd.  4.63%

Tencent Holdings Ltd.  4.11%

Lojas Renner SA  3.16%

Samsung Electronics Co. Ltd. 2.77%

Ping An Insurance Group Co. of China Ltd. H 2.76%

Itau Unibanco Holding SA Preference 2.72%

Magnit PJSC, GDR  2.62%

Infosys Ltd., ADR  2.57%

SABMiller plc  2.27%

Baidu, Inc., ADR  2.21%

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%

Portfolio Breakdown

31.07.15 31.07.14

India 13.29% 10.29%

Cayman Island 10.67% 8.67%

Taiwan 10.49% 8.64%

Brazil 9.85% 13.28%

South Africa 8.88% 5.32%

China 8.57% 7.23%

South Korea 8.38% 11.61%

Phillipines 4.00% 2.55%

Russia 4.00% 5.14%

Hong Kong 3.55% 4.42%

Other Countries 16.12% 18.60%

Total Investments 97.80% 95.75%

Net Other Assets 2.20% 4.25%

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 2010 310.20 221.20

2011 311.90 249.70

2012 323.30 271.90

2013 359.40 286.19

2014 346.59 274.90

2015** 377.86 310.03
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 1.9968 8.47

2011 3.0685 13.01

2012 4.5094 19.12

2013 3.4914 14.80

2014 1.3039 5.53

2015* 0.9087 3.85
* Up to 30 September 2015 (the final distribution payment date).

Calendar Year Performance

Total Return
Fund3

%

MSCI
Emerging

Markets
Index4

%
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 8.95 4.29

2015*

Share Class 2 (4.65) (4.05)
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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.
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AVIVA INVESTORS UK GILTS MOM 1 FUND

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 primarily in Emerging 
Market equities and movements in these 
instruments and currencies will affect fund 
performance.

FUND MANAGER’S REPORT
Over the year ended 31 July 2015, the 
Fund* returned 8.20 per cent (net of 
fees), underperforming the FTSE® British 
Government All Stocks Index return of 9.49 
per cent.  

Gilts posted positive returns as slumping 
oil and commodity prices helped push UK 
inflation to its lowest since records began, 
and as global government bond yields 
plunged after the European Central Bank 
implemented ‘quantitative easing’ to boost 
economic growth. UK government bonds 
rallied sharply in the first half of the period 
under review; however a warning by the 
Bank of England (BoE) that interest rates 
could rise sooner than markets expected 
brought a steady decline in yields to an 
abrupt end in February. Bonds lost further 
ground after Monetary Policy Committee 
Member  Martin Weale indicated he might 
soon vote to raise interest rates given the 
continuing strength of the labour market. 
Nevertheless, gilts recovered in July as 
concerns over the future of the euro zone 
peaked and commodity prices plunged amid 
evidence of a slowdown in China. 

We have continued to position the Fund 
with a flat to neutral duration bias. Despite 
the expectation that the US Federal Reserve 
and the BoE could begin to raise official 
interest rates, inflation remains low and any 
increases are likely to be slow and gradual, 
meaning we still see value in ‘core’ markets. 
Over the period we have continued to be 
overweight in the longer-dated bonds as 
continued demand from liability-hedging 
and low inflation has supported bond yields. 
On a cross-market basis we have preferred 
being ‘short’ UK government bonds versus 
the debt of Europe and Australia, where 
both central banks espouse loose monetary 
policy as they support weak economic 
growth.
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AVIVA INVESTORS UK GILTS MOM 1 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
The UK economy continues to expand, 
inflation is rising from its trough and with 
unemployment falling, wage growth is likely 
to accelerate. This suggests the BoE should 
be preparing for a first rate hike, especially 
given that the US Federal Reserve is looking 
to raise rates later this year, and as such our 
outlook for gilts is bearish. However, in the 
near-term gilts will benefit from an investor 
‘flight to quality’ against the backdrop of 
uncertainty. We will maintain a low risk 
bias in portfolios as evidence of a Chinese 
slowdown emerges. However, the risks 
stemming from weaker economic growth 
in China and any further falls in commodity 
prices could all throw a wrench in central 
bank’s plans for monetary tightening. We 
expect some more clarity on these issues as 
the summer progresses so that we can then 
focus more closely on the impact of UK and 
US interest rate rises on portfolios, however 
in the meantime we are mindful of short-
term risks.

August 2015

* 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 Global Services 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. 
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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*
31.07.15 31.07.14

Share Class 2 0.79% 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. 

Revenue Distributions – Income Shares
Final distribution for the three months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 0.4563 0.4632

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 115.31 108.28 6.49%
* Valued at bid market prices.

Total Return – Income Shares

Fund1
FTSE® Gov’t

All Stocks2

Share Class 2 8.20% 9.49%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

UK Treasury 3.75% 07/09/2020 15.37%

UK Treasury 4.50% 07/09/2034 13.15%

UK Treasury 2.00% 22/07/2020 9.63%

UK Treasury 2.75% 07/09/2024 7.84%

UK Treasury 4.50% 07/03/2019 7.75%

UK Treasury 4.75% 07/09/2015 6.65%

UK Treasury 5.00% 07/03/2025 6.19%

UK Treasury 3.50% 22/01/2045 5.27%

UK Treasury 3.50% 22/07/2068 4.75%

UK Treasury 3.75% 22/07/2052 4.43%

Top Ten Holdings

31.07.14

UK Treasury 5.00% 07/09/2014 24.16%

UK Treasury 4.50% 07/03/2019 14.23%

UK Treasury 4.75% 07/12/2030 8.95%

UK Treasury 3.25% 22/01/2044 8.44%

UK Treasury 3.75% 07/09/2020 7.23%

UK Treasury 5.00% 07/03/2025 7.16%

UK Treasury 3.75% 22/07/2052 4.91%

UK Treasury 4.00% 07/09/2016 4.41%

UK Treasury 4.25% 07/09/2039 4.14%

UK Treasury 4.50% 07/09/2034 3.74%

Portfolio Breakdown

31.07.15 31.07.14

United Kingdom 97.52% 98.89%

Total Investments 97.52% 98.89%

Net Other Assets 2.48% 1.11%

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 2010 104.40 96.76

2011 112.80 96.90

2012 116.10 108.20

2013 114.60 105.65

2014 117.56 105.87

2015** 122.34 112.75
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 2.3794 24.12

2011 2.1927 22.22

2012 1.6880 17.11

2013 1.5915 16.13

2014 1.8276 18.52

2015* 1.3588 13.77
* Up to 30 September 2015 (the final distribution payment date).

72



avivainvestors.com | Aviva Investors Manager of Manager ICVC (ICVC 2) Short Report

Aviva Investors UK Gilts MoM 1 Fund

Calendar Year Performance

Total Return
Fund3

%

FTSE® Gov’t
All Stocks4

%
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 12.41 13.86

2015*

Share Class 2 (0.49) 0.29
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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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AVIVA INVESTORS UK CREDIT MOM 1 FUND

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 2015, the 
Fund* returned 5.92 per cent (net of fees), 
underperforming the iBoxx Sterling Non-
Gilts Index return of 7.47 per cent.  

The first 8 months of the period were 
positive for credit markets. Issuance of new 
corporate bonds continued to be attractive, 
as companies were encouraged by the 
attractive low interest rates to use the bond 
market for their financing needs. Similarly, 
the low rate environment encouraged bond 
investors to seek higher-yielding assets than 
government bonds. However, by mid-April 
2015 there were signs of a reversal in the 
gains made at the start of the year, followed 
by a sustained sell off in both government 
and credit markets.

The Fund retained its underweight position 
in relative interest rate risk having made 
small adjustments in January and April 
as UK gilt yields fell and rose sharply. This 
duration positioning boosted the relative 
performance of the Fund towards the end of 
the period as yields moved higher. 

Sector allocation had a positive effect on 
relative performance. Throughout the 
period, we maintained the broad themes 
of overweight allocations to financials and 
collateralised bonds, at the expense of 
generic industrial and telecom bonds, and 
this proved beneficial. Within this theme, 
we reduced our allocation to banks and, 
more particularly, in additional tier-1 bank 
debt which we believed had limited long-
term potential given the large amounts of 
expected supply. We took advantage of the 
slight increase in the new issue market to 
redeploy capital, where we believed there 
were more interesting opportunities. The 
fund continued to hold a number of gilt 
holdings at the expense of an underweight 
exposure to supranational bonds, and this 
proved beneficial to performance. 
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AVIVA INVESTORS UK CREDIT MOM 1 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
In terms of stock selection, subordinated 
bonds from Barclays, Rabobank and 
Standard Life performed well, as did those 
from Lloyds which were sold at the end 
of March after a strong rally. Within the 
collateralised sector, the Fund’s holding 
in bonds issued by the AA performed well 
as did those issued by Dignity Finance. 
Also positive was our purchase of newly 
issued bonds by Whitbread, their first bond 
issuance for many years and generally well 
received by UK bond investors. We sold the 
Fund’s holdings in the poorly performing 
Petrobras in February as there were no 
evident signs of recovery in the short term. 
Finally, in terms of relative performance, we 
avoided some of the poorest performing 
issues, such as German-based utility 
company RWE which performed badly as its 
fundamental outlook declined.

August 2015

* 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*
31.07.15 31.07.14

Share Class 2 0.79% 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. 

Revenue Distributions – Income Shares
Final distribution for the three months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 0.7923 0.8938

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 99.10 96.64 2.55%
* Valued at bid market prices.

Total Return – Income Shares

Fund1

iBoxx Sterling
Non-Gilts 

Index2

Share Class 2 5.92% 7.47%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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.

76



avivainvestors.com | Aviva Investors Manager of Manager ICVC (ICVC 2) Short Report

Aviva Investors UK Credit MoM 1 Fund

Top Ten Holdings

31.07.15

Transport for London 2.25% 09/08/2022 2.04%

Transport for London 3.88% 23/07/2042 1.99%

European Investment Bank 3.88% 08/06/2037 1.94%

European Investment Bank 4.75% 15/10/2018 1.58%

Network Rail Infrastructure Finance plc 4.88% 
27/11/2015 1.55%

European Investment Bank 8.75% 25/08/2017 1.35%

AA Bond Co. Ltd. 6.27% 02/07/2043 1.29%

APT Pipelines Ltd. 3.50% 22/03/2030 1.29%

KFW 5.50% 07/12/2015 1.21%

Mitchells & Butlers Finance plc 6.47% 15/09/2032 1.12%

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%

Portfolio Breakdown

31.07.15 31.07.14

United Kingdom 49.10% 52.03%

United States of America 14.51% 14.25%

France 6.71% 5.10%

*SNA 6.35% 6.00%

Jersey 5.47% 5.43%

Netherlands 4.18% 5.74%

Australia 3.43% 1.54%

Cayman Islands 1.44% 1.72%

Ireland 1.34% 0.37%

Germany 1.21% 1.44%

Denmark 0.96% 1.03%

Sweden 0.92% –

Total Investments 95.62% 94.65%

Net Other Assets 4.38% 5.35%

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 2010 92.83 85.02

2011 91.22 86.52

2012 98.30 90.88

2013 101.60 93.63

2014 101.79 94.80

2015** 106.07 98.44
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 3.4974 40.88

2011 3.4860 40.75

2012 3.6230 42.35

2013 3.4817 40.70

2014 3.4533 40.36

2015* 2.4103 28.17
* Up to 30 September 2015 (the final distribution payment date).
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Calendar Year Performance

Total Return
Fund3

%

iBoxx 
Sterling

Non-Gilts 
Index4

%
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 10.99 12.20

2015*

Share Class 2 0.24 0.70
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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.

79



Aviva Investors Manager of Manager ICVC (ICVC 2) Short Report | avivainvestors.com

Aviva Investors Sterling Credit MoM 1 Fund

AVIVA INVESTORS STERLING CREDIT MOM 1 FUND

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
Over the year ended 31 July 2015, the 
Fund* returned 4.02 per cent (net of fees), 
outperforming its composite benchmark 
(35% iBoxx EUR HY; 35% iBoxx EUR Overall 
Corporate; 30% 3m LIBOR) return of -5.75 
per cent.  

Following a relative supportive period in 
the second half of 2014 there was an acute 
change in sentiment as we approached 
2015, resulting in a ‘roller coaster’ of a 
period with politics being a dominant 
theme. January quickly dampened any 
celebrations left over from the festive 
season as a focus on the surprise Greek 
elections took the early limelight – little did 
we all know how this would become such 
a long drawn out impasse. In addition to 
Greece the market was giving an abrupt 
shock by the Swiss National Bank (SNB) 
abandoning the Swiss Franc floor (1.20) 
to the Euro, which promptly resulted in a 
30% appreciation of the CHF vs Euro and 
considerable turmoil and losses across a 
number of major financial institutions.

Sensing a weakened market sentiment the 
president of the European Central Bank 
(ECB), Mario Draghi, managed to surpass 
even the most optimistic expectations 
at the first ECB press conference of 2015 
by committing to purchase €60bn per 
month of Investment Grade rated “Euro 
area governments, agencies and European 
institutions”. Even though the physical 
buying commenced in March 2015, the 
very scale of the initiative resulted in an 
immediate rallying of government bonds to 
unprecedented levels e.g. Bunds trading at 
negative yields out as far as 9-yr maturities. 
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AVIVA INVESTORS STERLING CREDIT MOM 1 FUND 
(CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
Away from Europe, the US Federal Reserve 
(the Fed) started the year with a relatively 
dovish stance with Federal Open Market 
Committee (FOMC) members stating their 
expectations that ‘lift-off’ in rates would not 
commence until H2 2015 on the back of 
weaker growth and low inflation pressures; 
and likewise in the UK the Monetary Policy 
Committee (MPC) voted to keep base rates 
firmly on hold. The continuing fall in Oil 
prices culminated with WTI Crude hitting 
a low of $44/barrel in Q1 2015 which 
weighed heavily on Russia, which was 
suffering from extended sanctions, resulting 
in a 14% devaluation of the Rouble versus 
the Dollar. 

As we approached the end of Q1 sentiment 
became more mixed. The slowdown in 
the US economy was attributed to adverse 
weather conditions and temporary port-
strikes, thereby rekindling divergence of 
key Euro and US benchmarks and adding to 
volatility in global rates. Central Bank activity 
remained the key driver for markets; with 
the ECB being more accommodating, while 
the FOMC minutes removed “patience” from 
their comments. 

As we entered Q2 the Greek negotiations 
with their EU creditors reached a clear 
impasse which began to irritate market 
participants, as the chance of Grexit 
increased along with talk of contagion 
across the EU region. This, added to the 
impact of quantitative easing (QE) on the 
Euro and the general flight to quality, gave 
further strength to the Dollar which in turn 
began to show signs of weighing down on 
the economy; the situation was not helped 
by China easing domestic rates.

In April, during the keenly awaited ECB press 
conference, Mario Draghi reiterated that 
the ECB purchase program would continue 
to ‘at least September 2016’ in response to 
a growing chorus of analysts suggesting 
the ECB would run out of bonds to buy 
and there would be an early end to the 
stimulus. However, after a relatively benign 
period there was an abrupt breakdown in 
market correlation as a combination of weak 
US data and seemingly over-bought Euro 
sovereign assets led to a sharp increase in 
both US and Eurozone government bond 
yields, accompanied by a sharp depreciation 
in the Dollar vs both Euro and Sterling; 
leading to considerable confusion across 
international markets. With rates driving 
market volatility credit benefited by being 
somewhat out of the spotlight although 
low secondary volumes continued to be a 
nagging issue particularly as the half year-
end approached, given the sharp reversal 
in markets at this point last year. Greece 
once again stole the headlines just as H1 
drew to a close; the referendum called by 
the incumbent Syriza Government puts 
the whole Eurozone in unprecedented 
territory and although the Greek economy 
only represents 1.8% of the EU total, the 
uncertainty weighed down on valuations 
across most credit sectors, although it was 
more about defensive bid-offer spreads than 
outright selling.   
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FUND MANAGER’S REPORT 
(CONTINUED)
With the Greek government finally agreeing 
to the creditor demands in return for further 
support, the European market should turn 
to focus on fundamental data. It is clear 
that many new issues had been temporarily 
postponed during the Greek stand-off and 
that the dealer community had positioned 
themselves defensively as the situation 
approached its climax. This should have 
created a classic short squeeze in credit 
markets as investors look to deploy cash 
in a market that has insufficient inventory 
to meet secondary demand ahead of the 
traditional August shut down of the primary 
market. However, market sentiment is 
currently focused on China with concerns 
that it is struggling to maintain the level 
of growth. This, coupled to expectations 
of an imminent rise in Fed Funds, has led 
to a wider bid-offer spread for credit and a 
general bias to reducing risk by both dealers 
and the investor community. 

Over the medium term we continue to 
expect a relatively supportive period for 
European credit as the ECB continues 
support and the regional banks slowly 
return to normalised activities following a 
prolonged period of deleveraging. 

August 2015

* 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.
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.

AVIVA INVESTORS STERLING CREDIT MOM 1 FUND 
(CONTINUED)
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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*
31.07.15 31.07.14

Share Class 2 0.80% 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.

Revenue Distributions – Income Shares
Final distribution for the three months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 1.2170 1.1936

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 105.79 106.07 (0.26)%
* Valued at bid market prices.

Total Return – Income Shares

Fund1
Composite 

Index2

Share Class 2 4.02% (5.75)%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2015. The composite index consists of 35% iBoxx EUR HY; 
35% iBoxx EUR Overall Corporate; 30% 3m Libor.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

Hayfin Ruby II Luxembourg SCA, FRN, 
Series 2X D2 5.18% 28/08/2024 3.34%

Society of Lloyd's, FRN 7.42% Perpetual 3.22%

RL Finance Bonds plc, FRN 6.12% Perpetual 2.98%

Spain Government Bond 1.95% 30/07/2030 2.97%

RSA Insurance Group plc, FRN 6.70% Perpetual 2.96%

Coventry Building Society, FRN 6.37% Perpetual 2.94%

Nationwide Building Society, FRN 6.88% Perpetual 2.81%

Barclays Bank plc, FRN 14.00% Perpetual 2.65%

Banco Bilbao Vizcaya Argentaria SA, 
FRN 9.00% Perpetual 2.64%

Credit Suisse AG 6.50% 08/08/2023 2.56%

Top Ten Holdings

31.07.14

Generali Finance BV, FRN 6.21% Perpetual 3.72%

HSBC Capital Funding LP, FRN 10.18% Perpetual 3.42%

Society of Lloyd's, FRN 7.42% Perpetual 3.20%

America Movil SAB de V, FRN 6.46% 06/09/2073 3.12%

Societe Generale SA, FRN 8.88% Perpetual 3.09%

Barclays Bank plc, FRN 14.00% Perpetual 2.96%

RL Finance Bonds plc, FRN 6.12% Perpetual 2.94%

Old Mutual plc 8.00% 03/06/2021 2.91%

RSA Insurance Group plc, FRN 6.70% Perpetual 2.89%

Nationwide Building Society, FRN 6.88% Perpetual 2.77%

Portfolio Breakdown

31.07.15 31.07.14

United Kingdom 43.70% 38.89%

Netherlands 11.08% 14.95%

Ireland 10.29% 6.89%

France 8.27% 8.76%

Spain 6.94% 3.82%

Switzerland 3.91% 2.30%

Luxembourg 3.78% 7.89%

Portugal 2.47% 2.00%

Germany 2.00% – 

Cayman Islands 1.94% – 

Other Countries 2.25% 13.52%

Total Investments 96.63% 99.02%

Net Other Assets 3.37% 0.98%

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 2010** 86.73 83.59

2011 N/A N/A

2012 N/A N/A

2013*** 104.47 100.00

2014 108.76 104.00

2015† 108.94 105.54
* 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 2015.

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 4.8956 48.95

2015*** 3.4469 34.47
* Up to 30 September 2010.
** From launch date 12 September 2013.
*** Up to 30 September 2015 (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 6.03 (0.53)

2015**

Share Class 2 3.74 (5.42)
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 2015.

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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AVIVA INVESTORS GLOBAL AGG MOM 1 FUND

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
Over the year ended 31 July 2015, the 
Fund* returned 3.73 per cent (net of fees), 
underperforming the Barclays Global 
Aggregate (hedged to GBP) Index return of 
4.25 per cent.  

The period began with geopolitical 
instability in Ukraine and the Middle East 
suppressing investor sentiment.  Liquidity 
provision in risk assets continued to be 
underpinned by central bank liquidity 
provision. The US was showing an 
improvement in economic activity following 
a dip in the early part of the year in part 
driven by severe weather conditions.  The US 
Federal Reserve (the Fed) was also beginning 
to shift its stance to a less accommodative 
basis. In contrast, the European Central 
bank (ECB) was introducing a series of 
measures to provide additional monetary 
accommodation to the real economy 
including a cut in rates at its September 
meeting.

Heading into the middle part of the 
period, the oil price decline began to 
dominate investors’ thoughts resulting in 
increased levels of volatility as the impact 
on monetary policy was assessed.  Despite 
announcements from OPEC that they would 
cut production prices continued to fall. 
These disinflationary pressures continued 
to develop leading to a number of central 
banks moving to a dovish policy stance.  In 
Europe, the ECB commenced purchasing 
sovereign bonds; an expansion of its original 
plan which covered asset backed and 
covered bonds.  The election of Syriza in 
Greece however was set to dominate the 
markets for the remainder of the period 
as Greece entered protracted negotiations 
with its creditors to ease its debt burden. 
The Greek crisis had a broader impact on 
risk sentiment which impacted returns 
from other non-core European issuers and 
emerging markets.
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AVIVA INVESTORS GLOBAL AGG MOM 1 FUND (CONTINUED)

FUND MANAGER’S REPORT 
(CONTINUED)
However, as oil prices and commodity 
prices in general began to show signs of 
stabilisation towards the end of the period 
and the US economy showed signs of 
bouncing back from its slowdown scare 
during the middle of the period an appetite 
for more risk once again returned to the 
market.

The UK meanwhile showed sustained 
recovery throughout the period despite 
disruption caused by a referendum on 
Scottish independence and a general 
election.

The Fund slightly underperformed its 
benchmark index. Currency positioning 
added steadily throughout the period 
contributing a total of 0.87% to returns.  An 
overweight to the dollar versus a range of 
funding currencies (Japanese yen, Sterling 
and Euro) was the main driver of returns. 
Credit positioning also added through a 
preference for financials and an allocation 
to euro denominated credit, both of which 
outperformed other parts of the credit 
market over the period.  An allocation to 
high yield bonds detracted slightly but 
overall credit added 0.28%. 

The positive returns were offset slightly by 
an underweight headline duration which 
detracted as core bond yields fell and also 
underweight exposures to the US and Japan 
which were a drag.

An allocation to peripheral European yields 
(Spain and Italy) also detracted from returns 
as they underperformed during the period 
of turmoil surrounding Greece’s Eurozone 
membership.

While Euro peripheral spreads versus bunds 
narrowed on the back of the Greek deal, the 
broader global risk environment remained 
fragile during the month as concerns around 
Chinese growth prospects re-emerged, 
sending commodity prices and commodity 
FX lower. 

At its latest meeting, the Fed’s  policy 
statement had only modest changes, noting 
that it would need to see “some” further 
improvement in the labour market to raise 
the Fed funds rate - a lower bar on the full 
employment part of its dual mandate. There 
was no new information on the timing 
of the first interest rate hike; the Fed will 
remain “data dependent” between now 
and the September meeting. Meanwhile, at 
her semi-annual testimony to Congress, Fed 
Chair Janet Yellen also insisted that the focus 
should not be on the timing of rate hikes, 
but on the projected path of future rates, 
which we expect to be shallower than in 
previous rate hiking cycles.

Overall, we remain relatively constructive 
on global investment grade credit as 
fundamentals remain sound and valuations 
are fair. However, we are cautious that the 
recent surge in supply, the expectation of a 
Fed rate hike by year end and diminishing 
liquidity will lead to heightened volatility 
over the summer.

August 2015

* 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*
31.07.15 31.07.14

Share Class 2 0.80% 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. 

Revenue Distributions – Income Shares
Final distribution for the three months ended 31 July 2015.

Pence per share 
payable 30.09.15

Pence per share 
paid 30.09.14

Share Class 2 0.4425 0.5289

Net Asset Value – Income Shares*
Pence per 

share
31.07.15

Pence per 
share

31.07.14 Change
Share Class 2 106.88 104.69 2.09%
* Valued at bid market prices.

Total Return – Income Shares

Fund1

Barclays 
Global 

Aggregate
Share2

Share Class 2 3.73% 1.66%
1  Source: Aviva Investors (based on 2pm values) year ended 

31 July 2015.
2  Source: Lipper (based on close of business values) year ended 

31 July 2014.

Synthetic Risk and Reward Indicator

Lower risk High Risk

Typically lower rewards Typically higher reward

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

31.07.15

Asian Development Bank 2.35% 21/06/2027 2.52%

Italy Buoni Poliennali Del Tesoro 3.75% 01/09/2024 2.28%

UK Treasury 4.25% 07/06/2032 2.23%

Italy Buoni Poliennali Del Tesoro 1.50% 01/06/2025 2.09%

KFW 2.05% 16/02/2026 1.81%

Nordea Bank AB 3.13% 20/03/2017 1.68%

France Government Bond OAT 2.25% 25/05/2024 1.67%

Spain Government Bond 2.75% 31/10/2024 1.60%

US Treasury 2.13% 30/06/2022 1.54%

European Investment Bank 2.15% 18/01/2027 1.42%

Top Ten Holdings

31.07.14

Rogge Funds plc 4.92%

UK Treasury Inflation Linked 1.875% 22/11/2022 3.97%

German Government Bond 1.50% 15/02/2023 2.87%

Norway Government Bond 2.00% 24/05/2023 2.44%

Norway Government Bond 3.75% 25/05/2021 2.10%

KFW 2.05% 16/02/2026 1.90%

Mexican Bonos 6.50% 09/06/2022 1.79%

France Government Bond OAT 2.25% 25/05/2024 1.71%

Queensland Treasury Corp. 6.25% 14/06/2019 1.56%

UK Treasury Inflation Linked 1.25% 22/11/2027 1.51%

Portfolio Breakdown

31.07.15 31.07.14

United States of America 22.58% 18.03%

United Kingdom 10.07% 14.63%

Netherlands 6.56% 5.83%

Italy 6.54% 1.98%

France 5.76% 5.41%

Spain 4.67% 1.99%

Sweden 4.36% 4.24%

Canada 4.13% 2.33%

Germany 3.90% 5.49%

Australia 3.59% 5.11%

Other Countries 20.04% 44.37%

Total Investments 92.20% 109.41%

Net Other Assets/Liabilities 7.80% (9.41)%

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 2010 104.20 99.77

2011 103.10 99.38

2012 106.10 101.80

2013 107.60 100.79

2014 108.02 102.36

2015** 110.26 106.12
* Valued at mid market prices.
** Up to 31 July 2015.

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 4 January 2010.

Share class
Calendar
year

Net revenue 
per share (p)

Per £1,000 
invested (£)

Class 2 2010 2.6321 26.38

2011 2.7164 27.23

2012 2.1748 21.80

2013 1.8871 18.92

2014 2.0804 20.85

2015* 1.2037 12.07
* Up to 30 September 2015 (the final distribution payment date).
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Calendar Year Performance

Total Return
Fund3

%

Barclays 
Global 

Aggregate
Share4

%
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 7.63 6.84

2015*

Share Class 2 0.20 (2.94)
3  Source: Aviva Investors (based on 2pm values).
4  Source: Lipper (based on close of business values).
* Up to 31 July 2015.

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.
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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.

Significant Changes
On 6 October 2015, the investment policy 
of the Aviva Investors Sterling Credit 
MoM I Fund was amended to remove the 
requirement to hold at least 50% in Sterling 
denominated fixed interest securities. This 
change increases the investible markets for 
the Fund and provides greater flexibility, 
helping to improve the overall quality and 
liquidity of the Fund.

OTHER INFORMATION
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Other Information

OTHER INFORMATION (CONTINUED)

Changes to FCA rules on Delivery Versus 
Payment (DVP) exemption from 1 June 2015
The FCA’s Client Assets regulations require 
that we protect money belonging to 
investors in a dedicated client money 
account to ensure it is not used for our own 
account and that it is safe in the unlikely 
event we become insolvent. Changes 
have been made to the rules we follow to 
improve the protection given to investors’ 
money while it is not invested. For money 
held in relation to a direct investment in a 
collective investment scheme provided by 
Aviva Investors UK Fund Services Limited, 
the FCA grant an exemption, known as the 
Delivery Versus Payment (DVP) exemption, 
from the regulations requiring protection at 
all times.

We previously made use of this exemption 
which means that we had three business 
days to deal with investors’ money in 
accordance with their instructions before 
having to transfer it to a protected client 
money account.

From 1 June 2015, the maximum period 
during which we were allowed to hold 
investors’ money in a non-client money 
account under the DVP exemption was 
reduced from three business days to one 
business day.

We adopted this reduction early and 
from April 2015 the maximum period 
that uninvested money was held in non-
protected accounts is one business day, 
unless the investment is settled via a 
Commercial Settlement System (such as  
EMX or Clearstream) in which case it will 
continue to be three business days.  
For further details please refer to the 
Prospectus.

Publication of Prices
Information on the prices of Shares will be 
available by calling 0800 051 2003 or on the 
internet at www.avivainvestors.com. Calls 
may be recorded for training or monitoring 
purposes.  

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.
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Company Information

Authorised Corporate Director
Aviva Investors UK Fund Services Limited
No.1 Poultry
London, EC2R 8EJ

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. 
The ACD is a member of the Investment 
Association and is authorised and regulated 
by the Financial Conduct Authority.

Directors of the Authorised Corporate 
Director
T R Orton (resigned 27 February 2015)
A M Beswick (resigned 1 September 2014)
J D Green (resigned 1 September 2014)
P Neville (resigned 30 June 2015)
I K Buckle
E E Potter
J Misselbrook
D Dahan
S Ebenston (appointed 17 December 2014)
C Abrahams (appointed 1 July 2015)

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 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
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