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Agenda

Charity investment reviews – are you asking the right questions?

The aspects charities should consider when reviewing their investments and the implications for managers

▪ What is an investment review?

▪ Why carry out a review?

▪ Common problems that can arise

▪ Implications for investment managers
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What is an investment review?

▪ Fundamental review of investment strategy

– Strategic asset allocation

– Responsible investment approach

– Fund management arrangements

▪ Health check on current strategy and management arrangements

▪ Request for proposal and beauty parade

– Part of a regular procurement process

– Dissatisfaction with current managers
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▪ Good corporate governance

– CC14 recommends regular reviews

▪ Change in personnel

– Trustees or executive

– Fund manager or key contact 

▪ Change in circumstances

– Objectives and constraints for the portfolio 

– Corporate activity/ownership change at the fund manager 

▪ Breakdown in the relationship with the current manager/managers

▪ Disappointing performance 

Why carry out a review?
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Investment strategy

▪ Main driver of returns

▪ Should be long term

▪ Achievable investment objectives

▪ Downside risk tolerance

▪ Benefits of diversification

▪ Liquidity requirements

Key elements of a review 

Manager review

▪ Performance versus benchmark, 
objectives and peer group

▪ Consistency and risk

▪ Asset allocation analysis

▪ Historic value added

▪ Ability to implement SRI policy

▪ Quality of team/firm

▪ Fee analysis
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▪ Problem of definitions

▪ On most agendas

▪ Trade-off with financial return

▪ Alignment with charitable objectives

Responsible investment policy 



Key warning signs

▪ Corporate activity

▪ High staff turnover

▪ Fundamental style or process change

▪ Poor administration or admin errors

▪ Change in market conditions

▪ Peculiar funds flow

▪ Excessively good performance

▪ Inappropriate strategy/risk profile

Red flags and other potential problems 

Other potential issues

▪ Change in client relationship team

▪ Ineffective communication

▪ Use of investment jargon

▪ Confusing reporting

▪ Inefficient custody arrangements

▪ Sloppy client service

▪ Benchmark mismatch
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Common mistakes 

▪ Focusing too much on short term performance 

– Sacking a manager at the bottom, appointing a manager at the top 

▪ Focusing too much on the manager and management arrangements

– Strategic asset allocation is arguably more important than manager selection 

▪ Focusing too much on management fees

– Good managers can more than justify their fees in terms of performance  

▪ Following the latest fashion

– Buying at the top: “hot” asset classes and managers can easily blow up  
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Potential beauty parade issues

▪ Time consuming for all involved – be certain you need to hold one

▪ What kind of manager do you want? How many? There is a vast choice!

▪ Danger of sending out confusing information and request for proposal

▪ Managers fail to answer the questions asked making comparison difficult

▪ Performance comparison often challenging with varying mandates/net of fees or not?

▪ Lack of transparency of proposed fee structures

▪ After the BP: manager appointed due to impressive presentation but a more junior team attend meetings
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Check list for charities

▪ Is your investment strategy still appropriate? If not, carry out a review

▪ Is the manager capable of managing any new strategy?

▪ Does the current manager have the resources to implement your responsible investment policy?

▪ Has the manager performed poorly? If not, consider a desktop review of the manager rather than a full BP

▪ If you do decide to go ahead with a BP:

▪ think carefully about the type of manager you need

▪ how many managers you need

▪ evaluate cost structures thoroughly

Golden rule: there is no one right answer in investment
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Implications for managers

▪ Be honest and tell the charity if it has unrealistic investment objectives

▪ Differentiate your investment approach from your competitors as far as possible

▪ Demonstrate clearly that ESG is fully integrated in your investment process

▪ Ensure that you can implement the socially responsible investment policy and any ethical restrictions

▪ Answer the questions asked in the RFP and pay attention to the details (such as word limits)

▪ Ensure that the team identified in the RFP goes to the presentation and can attend future meetings

▪ Provide full transparency on fees

▪ Never present performance gross of fees

▪ Be open about any changes in personnel or problems that arise

▪ Avoid investment jargon as much as possible
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Reporting

▪ Many investment manager reports are too long and complicated

▪ Reporting should be clear, relevant and punctual

▪ No need for lengthy standard theses/charts reviewing markets and the economic outlook!

▪ Trustees are mainly interested in the following:

▪ Performance relative to benchmark/objectives and reasons for it

▪ Asset/sector allocation relative to benchmark, if it has changed and rationale

▪ Portfolio activity during period and reasons

▪ Report on ESG activity/engagement with companies, possibly with recent case studies
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Legal and regulatory information – legal disclaimer
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Important Information

The information contained herein (the “Information”) has been prepared by the Stanhope Group. The Stanhope Group comprises Stanhope Capital (Switzerland) SA and its subsidiaries, including Stanhope Capital LLP, Stanhope Capital SAS
and Stanhope Capital (Cayman) Limited. Stanhope Capital (Switzerland) SA is a company incorporated in Switzerland and a member of the Swiss Association of Asset Managers (SAAM), a Self-Regulating Body approved by the Swiss Financial
Market Supervisory Authority (FINMA). Stanhope Capital LLP is a limited liability partnership incorporated in England and Wales authorised and regulated by the Financial Conduct Authority (FCA). Stanhope Capital SAS is a “Société par
Actions Simplifiées” incorporated in France and regulated by the Autorité de Marchés Financiers (AMF). Stanhope Capital (Cayman) Limited is incorporated in the Cayman Islands and is registered with the Cayman Islands Monetary
Authority. Acceptance of delivery of any part of this Information constitutes acceptance to the conditions of this legal disclaimer.

The Information attached is being disclosed by the member of the Stanhope Group indicated in the Information and exclusively to the intended recipient (the “Recipient”).

The Information does not constitute an offer to sell or a solicitation of an offer to buy any investment fund or other financial products. The Information does not constitute investment advice or advice with respect to the suitability of any
investment.

Restrictions
The Information is private and confidential and provided for information purposes only. No part of the Information is to be distributed, copied or disseminated directly or indirectly to anyone other than the Recipient and its professional
advisers (for the sole purposes of obtaining advice). The Information should not be relied upon for tax, auditing or other purposes. The Information is not intended for any person in any jurisdiction (by way of nationality, residence, domicile
or otherwise) where the publication or availability of it would be in contravention of any applicable law or regulation.

Opinions, estimates and statements contained in the Information constitute judgments of the Stanhope Group at the time of their preparation and are subject to change without notice.
The value of investments can fall as well as rise; potential income or profits are accompanied by the possibility of loss. The Recipient may not receive back the original amount invested. Past performance is not a reliable indication of future
results. Performance figures included in the Information are unaudited except where indicated. Please refer to the risk warning notes provided next to any performance figures included in the Information. In certain circumstances prices
stated may be historic because of the delay in obtaining prices and/or valuations from third parties. Valuations are based on either market prices available at the time of the preparation of the Information or on the Stanhope Group’s
reasonable estimates thereof at the time made. Valuations based upon other models or assumptions or calculated as of another date or time may result in different values. The valuation or returns on investments in currencies other than
the base currency of a client’s account may increase or decrease as a result of currency fluctuations.

The Stanhope Group may recommend or make investments for its clients in illiquid or volatile instruments or funds which may carry a high degree of default risk or in funds which utilise leverage/gearing which can exaggerate performance
and may lead to large falls in value.

Any description of any investment process or investment management process described in the Information may change from time to time at the discretion of the Stanhope Group or otherwise.
While reasonable skill, care and diligence have been taken to ensure that the Information was accurate as at the date of writing, the Stanhope Group has not verified and accepts no legal responsibility for any third-party Information. In
addition, the Stanhope Group makes no representation, warranty, undertaking or guarantee, express or implied, as to the accuracy or completeness of the Information and opinions therein. No members of the Stanhope Group shall be
responsible for or have any liability to any Recipient or third party for losses or damages (whether consequential, incidental or otherwise) arising (i) out of errors, omissions or changes in market factors, conditions or circumstances or (ii)
from making any use of the Information.
The Information does not replace, supplement or amend the contractual documentation entered between the relevant member of the Stanhope Group and the Recipient, including but not limited to (i) the required qualifications of the
Recipient in order for such Recipient to receive the Information and (ii) the disclaimers and limitation of liability contained in such contractual documentation. Further, the Information does not replace, supplement or amend the
documentation applicable to any investment fund or other financial products referred to in the Information.

United Kingdom
To the extent that the Information is aimed at residents of the United Kingdom, the Information has been approved for issue in the United Kingdom by Stanhope Capital LLP. Stanhope Capital LLP’s advice is categorised by the Financial
Conduct Authority as “restricted” because it advises on investment funds, which are only one type of “retail investment product”. Stanhope Capital LLP does not provide investment advice on other retail investment products, such as life
insurance, stakeholder pensions or personal pension schemes.

France
Stanhope Capital SAS does not provide investment advice on retail investment products, such as life insurance, stakeholder pensions or personal pension schemes.

United States
The Information is not intended for residents of the United States or for any U.S. Person. The Information is not an offer to sell any securities to or for the benefit of United States persons or the solicitation of any offer to buy securities on
the part of or for the benefit of any such United States persons. For the avoidance of doubt a U.S. Person does not include a U.S. Citizen resident outside the U.S.


