
NHS CHARITIES TOGETHER

Investment Webinar
24 February 2021



Page 2Page 2

WELCOME

Richard Scarth

Director of Membership and Impact

NHS Charities Together
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TODAY’S AGENDA

• Understanding your risk priorities:

– Why NHS charities hold long term investments

• Case studies: two NHS charities share their experiences

• Lessons from 2020: 

– why did different investors have different experiences?

• Understanding investment management costs

• Ethical and responsible investment – principles and practicalities
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UNDERSTANDING YOUR 
RISK PRIORITIES

Long term investments vs cash

Heather Lamont

Director, Client Investments

CCLA
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WHAT’S WRONG WITH CASH?

• Cash is essential to meet spending requirements

– Security (is it safe?) and liquidity (can we access when needed?) 
are top priorities

• But it does not generate any useful income

• And it loses its real spending power over time
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Source: CCLA & ONS. Based on CPI index December 2000-2020
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LONG TERM RETURNS, SHORT TERM RISK

• To support your long term spending power, you need to invest in 
assets such as shares, infrastructure and property

• Investment returns don’t come at an even pace

‐ If asset prices fall back, so do portfolio values – ‘investment risk’

• This risk would probably be considered unacceptable for any part of 
your funds which you expect to spend fairly soon

• But most NHS charities have some funds which are unlikely to be 
spent

‐ Fluctuations in capital value present no practical threat to long 
term spending power
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LONG TERM REWARD FOR SHORT TERM RISK

• It makes sense to use long term financial assets productively in 
pursuit of your charity’s objectives:

‐ Taking opportunities to generate more income each year

‐ Combatting the damaging effect of inflation on spending power

• You don’t have to be an investment expert

‐ Access to suitable investments is readily available

‐ Just be clear about what you want your investment manager to 
do for your charity.
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ACCESSING INVESTMENTS - DIFFERENT APPROACHES

Portfolio A

Individual assets, directly selected by
portfolio manager

Portfolio B

Individual assets, directly selected by portfolio
manager
Third party-managed funds and specialist
investments selected by portfolio manager

• Portfolio A might be a pooled, 
multi-asset ‘all round’ portfolio used by 
a number of charities

– Manager A has the scale and 
resources to select individual 
investments (company shares etc) 
within most asset types and most 
geographical markets

• Portfolio B is more typical of a 
‘segregated’ portfolio

‐ Manager B may select individual 
investments in some markets (eg
UK equities and government bonds) 
but will use other managers’ fund 
to access much of the portfolio

Portfolios with the same objectives may have different structures

For illustration only – not based on actual portfolios.
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Rob Aldous

Director, Kingston Hospital Charity
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Paul Marchant

Chief Financial Accountant

Northern Lincolnshire & Goole NHS Foundation Trust
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LESSONS FROM 2020

Antonia Cavalier

Director, Client Investments

CCLA
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SAME CHALLENGES, DIFFERENT INVESTMENT
EXPERIENCES

• 2020 has been a testing time for all investors

• Many charity portfolios have yet to recover from this year’s 
setbacks; but others have fared better, and seen continued progress

• Some charities are facing sharp falls in investment income; but not 
all.

• Why such divergent outcomes? Three contributing factors:

– Asset allocation – fixed or flexible

– Investment selection – active or passive

– Annual spend – income yield only, or from total return  
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DIFFERENT MARKETS HAVE HAD DIFFERENT 
EXPERIENCES

ONE YEAR RETURNS TO 31 DECEMBER 2020

Source: Bloomberg as at 31 December 2020
Past performance is not a reliable indicator of future 
results.
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EQUITY MARKETS HAVE BEEN ON DIFFERENT PATHS 
FOR SOME TIME

TEN YEAR RETURNS TO 31 DECEMBER 2020

Source: Bloomberg as at 31 December 2020
Past performance is not a reliable indicator of future results.
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RIGHT MARKETS, WRONG ASSETS?

• US equities outperformed other markets – but fortunes were not evenly 
spread:

Scope for active 
management to add 
value by picking 
winners, avoiding 
losers
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• Passive exposure to market-level returns can bring unintended 
concentration risk, as well as missing out on potential returns.

Source: S&P 500 as at 31 December 2020



Page 16

WHAT ABOUT REGULAR INCOME?

• Bonds have been a traditional source of income returns

– But not much income now

– And fixed interest assets aren’t without capital risk
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Source: Bloomberg as at 4 November 2020. Past performance is not a reliable indicator of future results.
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RELYING ON TRADITIONAL DIVIDEND INCOME 
IS RISKY

• Dividends from UK listed companies fell sharply in 2020

• Income will be more reliable if it comes from:

– a diverse range of asset types

– sustainable cash generation from high quality underlying assets

Concentration risk, 
especially in the UK market, 
affects income as well as 
share prices

Source: AJ Bell, as at 30 September 2020
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WHY SOME CHARITIES HAVE FARED BETTER 
THAN OTHERS

Helpful Not so helpful

Global opportunity set Top-down asset class constraints

Active selection of quality assets Accepting market-level returns and risk

Income funded from long term total 
return

Reliance on ‘natural’ income yield

Flexible, active management targeting relevant outcomes 
supports the pursuit of strong long term returns 

and resilience in changing market conditions.
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UNDERSTANDING INVESTMENT 
MANAGEMENT COSTS

Heather Lamont

Director, Client Investments

CCLA
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REMINDER- DIFFERENT PORTFOLIO STRUCTURES

Portfolio A

Individual assets, directly selected by
portfolio manager

Portfolio B

Individual assets, directly selected by portfolio
manager
Third party-managed funds and specialist
investments selected by portfolio manager

• A pooled, multi-asset ‘all round’ 
portfolio used by a number of charities

– Individual investments (company 
shares etc) make up most of the 
portfolio

• Portfolio B is more typical of a 
‘segregated’ portfolio

‐ Manager B may select individual 
investments in some markets (eg
UK equities and government bonds) 

‐ but will use other managers’ fund 
to access much of the portfolio

Portfolios with the same objectives may have different structures

For illustration only – not based on actual portfolios.
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COMPARING SOURCES OF COST

Source of cost Where it goes Level of cost

Portfolio management Fund manager 0.60%

Other fund costs: tax, governance, research 
etc

Government, professional firms etc 0.15%

Other investment costs: specialist vehicles Third party investment costs 0.25%

(a) Multi-asset pooled fund structure

Ongoing 
charges 
figure 1%

• There is no direct charge to your charity; all costs are incurred indirectly

• The manager’s annual charge to the fund usually represents the majority of total portfolio 
costs

Costs might arise as follows (illustration only)

• Costs can vary significantly between pooled funds, for example because of:

– ‘Active’ or ‘passive’ management

– Asset allocation and investment strategy

– Structure of the fund itself (eg tax efficiency)

– Extent of use of third party vehicles 

– ‘Fund of funds’ can be the most expensive

• Reporting is not fully consistent, but the scope of underlying costs being disclosed is widening 
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COMPARING SOURCES OF COST

Source of cost Where it goes Level of cost

Portfolio management Your manager Varies, but say 0.50% plus VAT

Direct 
holdings

‘ABC plc’
‘XYZ plc’
‘Treasury 2% 2025’ 
etc

Third parties, 
transaction costs

Should be minimal

Pooled
funds

‘Finbrand Global Equity Income’
‘FixInt Strategic Bonds’
‘Landworth UK Property’
‘Evenpath Absolute Return’
‘Trackem Commodities Index’
etc

Each fund manager’s 
annual charge, other 
fund costs

Varies: could range from less than 
0.2% to more than 2%

You 
report 
this …

… but you 
incur this 

(b) ‘Segregated’ portfolio typical cost structure

• The direct portfolio management fee will typically be deducted from your portfolio income

• Additionally, indirect costs from funds held within the portfolio can be much greater than the 
explicit portfolio management fee

– Holding back net returns and hence the resources available to your charity

• Would your procurement methodology recognise this?
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UNDERSTANDING COSTS – REMINDERS

• It’s net returns that affect the resources available to your charity

– Manager’s style and approach are the most significant drivers

– But a cost efficient structure will also help to support returns

• Failure to understand sources of cost can lead to:

– Weaker net investment returns 

– Poor procurement decisions

• If you are going to compare costs, be sure to compare like with like

• Ask to see the ‘MiFID OCF’ for your portfolio or a pooled fund

– This gives the fullest picture of total costs, direct and indirect
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ETHICAL AND RESPONSIBLE INVESTMENT
- PRINCIPLES AND PRACTICALITIES

Daisy Mannifield

Client Relationship Manager

CCLA
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THINKING ABOUT ETHICAL INVESTMENT

• What is the current guidance on ‘ethical’ and ‘responsible’ investing? 

• Who’s to say what is ethical?

• Is ‘ethical’ the same as ‘responsible’ investment?
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CHARITY COMMISSION GUIDANCE (IN CC14)

Investment managers should:

…vote and engage with company management as a matter of course.’

Trustees should:

…have regard to other factors that will influence the level of return 
such as the environmental and social impact of companies and the 
quality of governance.’



Page 27

WHO’S TO SAY WHAT IS ‘ETHICAL’?

• We all have ethics: ‘moral principles that govern behaviour or the 
conducting of an activity’

• Do we want/need to reflect the charity’s values in its investment 
policy?

– consider the reputational risks

• It’s the charity’s values that count

– not those of individual trustees

– or other stakeholders
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IF YOU HAVE AN ETHICAL POLICY, APPLY IT 
CONSISTENTLY

• Think issues first

– based on your mission

• Then identify which sectors of investment 
are affected

• Practicalities:

– How will you decide which companies 
to exclude on any particular issue?

– How will you ensure the policy is 
applied consistently across the 
portfolio?

• Good managers will be skilled at applying 
screens appropriate to NHS investors
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ETHICAL AND RESPONSIBLE INVESTMENT

‘Ethical’ and ‘responsible’ investment 
are complementary but different 
approaches.

Responsible Investment  

• ESG integration and stewardship is 
just ‘good investment 
management’

Ethical restrictions

• Avoiding investments that conflict 
the most with your charitable aims

Shareholder impact

• An opportunity for ‘shareholder 
activism’ and ‘positive 
investments’

Shareholder 
Impact

Ethical 
Restrictions

Responsible 
Investment

It’s not just about things you don’t want to invest in.
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RESPONSIBLE STEWARDSHIP FOR HEALTH CHARITIES  

Mental 
health 

Obesity 

Alcohol
Modern 
slavery

Climate 
change 
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SUMMARY:  ETHICAL & RESPONSIBLE INVESTMENT

• Considering reputational risk is good governance

• Ethical investment is about aligning your portfolio with your mission

– It is not necessarily about a large number of ethical restrictions

• Work with your investment manager

– So that your policy can apply consistently throughout your portfolio

• Hold your manager to account for sound stewardship

– Are they using the power of the assets they manage, to effect change?

• Work with and learn from others

– Your organisation is likely to have similar values to other NHS charities
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Q & A
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REGULATORY INFORMATION AND RISK WARNING

This document is issued for information purposes only. It does not constitute the 
provision of financial, investment or other professional advice. The review, analysis, and 
any projections contained in this document are the opinion of the author only and 
should not be relied upon to form the basis of any investment decisions. We strongly 
recommend you seek independent professional advice prior to investing. Past 
performance is not an indicator of future performance. The value of investments and 
the income derived from them may fall as well as rise. Investors may not get back the 
amount originally invested and may lose money. Any forward looking statements are 
based upon our current opinions, expectations and projections. We undertake no 
obligations to update or revise these. Actual results could differ materially from those 
anticipated. For information about how we obtain and use your personal data please 
see our Privacy Notice at https://www.ccla.co.uk/our-policies/data-protection-privacy-
notice. CCLA Investment Management Limited (Registered in England No. 2183088) and 
CCLA Fund Managers Limited (Registered in England No. 8735639), whose registered 
address is: Senator House, 85 Queen Victoria Street, London EC4V 4ET, are authorised 
and regulated by the Financial Conduct Authority.
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