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	 Note from the Chief Executive of CCLA

	The sharp decline in economic activity which has occurred 
over the last twelve months has put severe pressure on 
the profitability of companies. For many, this pressure has 
been intensified by the effects of the credit crisis which 
have reduced the financial support they receive from the 
market and their banks. A result of this difficult combination 
is that there has been an increasing focus on cash 
retention, and this has borne heavily on dividends for many 
companies. Current data suggests that in 2009 the income 
payments on the FTSE 100 Index of leading UK companies 
will be over 20% lower than 2008. Similar reductions have 
been seen in overseas companies.

	 We believe that predictability of income is essential for 
charity investors, and growing income is also a vital 
component of strong longer term returns. For our balanced 
and equity funds, we therefore place a strong emphasis 
on investing in a well diversified portfolio of good quality 
companies with good yields and strong cash flows. These 
are better able to withstand the pressures on dividends 
threatening those less well positioned. This has served 
the income of the funds well against a background where 
dividend cuts have been commonplace. As a result, we are 
confident that we will increase the dividend payments to 
investors in our balanced and equity funds this year by an 
amount greater than the rate of inflation.

	

	 Since the end of the first quarter of the year markets 
have improved and investors have begun to anticipate 
an economic recovery. This rally however has not been 
reflected evenly across all sectors and companies. The 
companies which have recovered most quickly have 
typically been those which suffered most in the downturn. 
Many of these companies do not have the qualities we look 
for in our investments, and most importantly they often do 
not pay the level of dividends required by charity investors. 
We have therefore avoided many of these companies 
and as a result, our capital returns have lagged those of 
the market as a whole so far this year.  We are confident 
that over the longer term our focus on good value and the 
underlying quality of the companies in the portfolios will 
provide strong returns for investors.

	 Our expectations are that 2010 will be another year when 
investment income will be under pressure.  Economic 
conditions may be improving but it will be many months 
before the trend flows through to corporate dividend 
policies. We believe that many companies will struggle 
to maintain their dividend payments, and we expect that 
interest rates on cash will remain low.

	 Despite this challenging environment we are confident 
that we will be able to increase the income payments to 
charities on our balanced and equity funds.

	 Michael Quicke



Market Review and Outlook

Market Review & Outlook
	 Global equity markets have moved sharply higher over 

the quarter, building on the improved trend evident in the 
previous three months. The FTSE All-World Index produced a 
return of +21.72% in sterling terms, one of the best quarterly 
performances of the decade.  All major markets participated in 
the gains, including the UK which returned +22.38%, the best 
quarterly performance since the FTSE Index series was created 
in 1984.  Of the main international centres, Europe improved by 
+29.37%, Asia by +26.05%, the USA by +19.15% and Japan by 
+9.33%. Ten European and four Asian markets gave returns of 
more than +30%. Within markets, the strongest performances by 
far came from those sectors which had performed worst in the 
downturn, thus recovery stocks and low quality issues led the 
way. An example of this is that, in the UK, smaller companies 
rose by +35.20%, comfortably outperforming the market leaders, 
which rose by +21.90%.

	 The UK government bond market (gilts) produced a total return 
of +3.07%, corporate bonds however did better as improved 
investor confidence caused the yield premium relative to gilts 
to narrow. Lower rated ‘BBB’ bonds gave returns of +14.52%, 
relatively  long dated bonds with 7-10 years of life remaining, 
returned +11.79%.

	 Property values declined in July and August but improved in 
September to give positive returns for the period as a whole.  

	  
 

 
Rental values continued to fall, but despite this, increased buying 
activity after a long period of investor apathy was enough to turn 
returns positive.

	 In currency markets sterling declined, falling by -2.89% against the 
dollar, -6.92% against the euro and -9.58% relative to the yen.

	 Economic news was at the heart of the improvement in sentiment 
as evidence emerged that the low point in the global economic 
cycle had passed. The combined effects of government 
measures, very low interest rates and the end to inventory 
reduction has been sufficient to stabilise activity and allow some 
economies, such as Japan and Germany, to return to growth.

	 In the UK, recovery began a little later but we expect to see 
positive data for the second half of the year; the pace of 
improvement however will be slow. Of course it is not just the 
rate of change in activity which is important; the level of output 
is also a key consideration in assessing the overall health of the 
economy. Such has been the severity of the recent recession 
that output is a full 5.5% below where it was in the spring of 2008.

	 We expect to see further progress in equity markets in the 
medium term. In bond markets, gilts are fully valued and 
although corporate bonds are more attractive, they are expected 
to lag other asset classes. The recovery in property values is 
encouraging and we believe that prices have further to go as 
investors try to lock in the attractive yields available on good 
quality assets.  Sterling has weakened but still looks vulnerable.

CCLA Investment Management Limited (registered in England No. 2183088 at 80 Cheapside, London EC2V 6DZ) is authorised and regulated by the 
Financial Services Authority and is the manager of the COIF Charity Funds (Registered Charity Nos. 218873, 803610, 1046249, 1093084 and 1121433).

Sources: Bloomberg, IPD: FTSE All-Share Total Return Index , FTSE All-World Total Return Index, FTSE UK Govt All-Stocks Total 
Return Index, IPD Monthly Total Return Index, 7 Day LIBID, Retail Price Index.

Markets at a Glance - 12 Months to 30 September 2009 
Equities, bonds, cash and property - 1 year returns



Distributions for the Quarter

**A.E.R. = Annual Equivalent Rate, which illustrates what the annual interest rate would be if the quarterly interest payments were compounded.

*The gross redemption yield indicates what the total return would be if the Fund’s investments were held to maturity, in other words, the aggregate of gross 
interest received and the capital gain or loss at redemption, annualised.  Please note that forecast annual income and income yields are not guaranteed and will 
change over time due to changes in interest rates and the securities held by a fund.

COIF 	 Distribution	 Payment 
Charities	 per Income    Date 
Fund	 Unit
	
Investment 	  10.23p	 30/11/09
Fund

Global Equity 	 1.56p	 30/11/09
Income Fund

Property Fund 	 1.80p	 30/11/09

Fixed Interest 	 1.80p	 30/11/09
Fund

 
	 of income.

 
	 in 2008.

 
	 for the equivalent previous period.

 

 
 

 
	 available in the money markets. Over the period interest rates have continued  
	 to decline.

 
 

 

Interest for the Quarter
COIF Charities Deposit Fund



UK Equities 39.9%
Fixed Interest 12.5%
Infrastructure 7.7%

Overseas Equities 32.2%
Property 5.9%
Cash 1.8%

Source: CCLA.  Performance shown before management fees and expenses: net returns will differ after the deduction of fees and charges.  Please note that past 
performance is no guarantee of future returns. Investments in long term funds can go up and down in value and you may not get back the amount originally invested.

Asset Allocation as at 30 September 2009

Overseas Equities %

Europe 	   9.7

Japan	 3.5
Pacific Ex Jap	 5.5

	 32.2

COIF Charities Investment Fund
	 Despite substantial cuts in dividend payments in the 

investment markets to move ahead. Fixed income 

companies.

returns from the benchmark are not yet available.

Fund Performance  
COIF Charity Funds over the Quarter (gross)

Performance Comment

Source: CCLA.  Gross returns before management fees and expenses. Please note that past performance is no guarantee of future returns. 
Investments in long term funds can go up and down in value and you may not get back the amount originally invested.

Investment Fund Global Equity
Income Fund

Fixed Interest FundProperty Fund Deposit Fund

2009 2008 2007 2006 2005

Fund

n/a

Longer term total return performance (gross) 
12 months to end September:
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*A.E.R. = Annual Equivalent Rate, which illustrates what the annual interest rate would be if the quarterly interest payments were compounded.
Source: CCLA. Performance shown before management fees and expenses: net returns will differ after the deduction of fees and charges. Please note that past 
performance is no guarantee of future returns. Investments in long term funds can go up and down in value and you may not get back the amount originally invested.

Performance Comment (cont)

COIF Charities Global Equity Income Fund

	 Global equity markets have risen over the quarter due 

exposed to the upturn.

COIF Charities Property Fund
	

on rents across the industry income over the past year 

	

yet available.

COIF Charities Fixed Interest Fund

	

COIF Charities Deposit Fund
At the end of the quarter the interest rate paid to 

continue to prioritise capital security.

Longer term total return performance (gross) 
12 months to end September:

2009 2008 2007 2006 2005

Fund n/a n/a n/a n/a

Comparator n/a n/a n/a n/a

Longer term total return performance (gross) 
12 months to end September:

2009 2008 2007 2006 2005

Fund

n/a

Longer term total return performance (gross) 
12 months to end September:

Longer term total return performance (gross) 
12 months to end September:

2009 2008 2007 2006 2005

Fund

n/a

Longer term total return performance (gross) 
12 months to end September:

2009 2008 2007 2006 2005

Fund



Strategy and Outlook

COIF Charities Investment Fund

international markets to benefit from the superior pace of 

payment to investors in the year ahead.

COIF Charities Global Equity Income Fund

have anticipated an economic recovery and the profit 

	 Our expectation is that the income payment on the Fund 

COIF Charities Property Fund

expect overall values to improve from current levels 

hasty deals.

investors in the year ahead.

COIF Charities Fixed Interest Fund

securities as investors have become less concerned about 

overvalued.

short term interest rates do not dilute the income 
payment to investors.

 
year ahead.

COIF Charities Deposit Fund

and does not buy securities. Deposits are made only to an 

from future considerations.

has been reflected in the interest rate paid by the Fund. 

over the period but not at risk levels considered to  
be acceptable.

into the medium term. In this environment some further 
erosion of the rate paid by the Fund is likely.

Please note that the content of this report should not be interpreted as investment advice.



Responsible Investment Report

Our work has five strands - 

1	
that are a priority for our clients.

2
activities considered unacceptable by our clients based 
on our 2008 client survey.

3
shareholder value and address excessive remuneration.

4
benefits plus market-level risk-adjusted returns.

5

IMPORTANT INFORMATION
	 Clients should have received ‘Ethics: New Solutions  

to Changing Client Needs’ in late September. If you  
have not received a copy please call Alison Jermey  
on 0800 022 3505.

document for more details.

To transfer units to 
this new fund on preferential terms at launch, please  
call Alison Jermey on 0800 022 3505.

Voting in more detail
	  

the quarter.

for the same performance.

Ethical constraints
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