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Introduction
Hearthstone Investments PLC has commissioned 
Defaqto to carry out an independent due diligence 
review of the TM home investor fund in the form of 
a Q&A document

The TM home investor fund (the fund); previously called the TM Hearthstone 
UK Residential Property Fund, was launched in July 2012 and is structured 
as a Property Authorised Investment Fund (PAIF) and invests in UK 
residential property.

The fund is unusual in that it provides investors with access to the residential 
‘bricks and mortar’ market, using an Open-Ended Investment Company 
(OEIC) structure under the Non-UCITS Retail Scheme (NURS) rules.

Open-ended residential property funds are also available from other fund 
managers, and while they are large, they can only be accessed, as far as we 
know, by institutional, rather than retail investors.

The fund is available on a wide range of adviser platforms, through a range 
of tax wrappers, as well as non-platform products, including self-invested 
personal pensions (SIPPs) and offshore bonds. Additionally, direct investment 
is also available.

It should be noted that Thesis Unit Trust Management Limited is the 
Authorised Corporate Director (ACD) for the fund and the naming convention 
(beginning with ‘TM’) on various systems reflect this.

Defaqto has completed this due diligence review in a Q&A format, which poses 
11 key questions that advisers should consider when assessing suitability.

While some of the questions are specific to the TM home investor fund 
proposition, advisers can easily apply these questions to other solutions they 
may be researching for their clients.

This due diligence Q&A was created using information gained at an interview 
with the Fund Manager, Alan Collett, and the Chief Executive Officer, Cedric 
Bucher, and using Hearthstone Investments PLC’s full suite of adviser and 
client-facing marketing literature.

This report is intended for financial advisers and represents Defaqto’s 
understanding of the investment process and the terms and conditions 
of the TM home investor fund proposition. It does not represent a fund 
recommendation by Defaqto, and Defaqto encourages advisers to complete 
their own research and due diligence to assess suitability for their clients 
before advising on any investment solution.

mailto:ptinkler%40defaqto.com?subject=
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1. What is the philosophy of Hearthstone 
Investments PLC?

2. Who is the team behind the fund?

3. What is their investment process?

4. How is risk managed within the fund?

5. How does Hearthstone Investments PLC 
research the UK residential property market?

6. What resources does Hearthstone 
Investments PLC draw upon? 

7. How has the fund performed?

8. How should advisers view the risk of the fund 
compared to other funds and asset classes?

9. How large is the fund?

10. What are the fund charges?

11. How can the fund be accessed?

The questions addressed are:
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Q1.   What is the philosophy 
of  Hearthstone 
Investments PLC?

The stated objective of the fund is to generate a total return from UK 
residential property, and the fund aims to capture UK house price 
movements (see Question 7). The fund also generates an element of 
income from rents, which is used to cover costs and provide some 
additional growth potential.

The fund invests in properties across the UK while 
making regional asset allocation tilts. Currently, 
for instance, the fund has no holdings in Central 
London. Also, given the total return focus, the fund 
operates a philosophy of seeking out properties in 
locations offering good rental demand as well as 
strong underlying owner occupier demand.

They then look to deliver returns through capital 
appreciation in property values and income 
generated through property lettings, net of 
operating costs.

They seek to reduce portfolio volatility by 
diversifying property ownership across UK regions 
and property types.

As outlined in the introduction, the fund is a daily 
priced open-ended fund which operates under 
PAIF rules, which provide certain tax advantages.

PAIFs were introduced to the UK in 2008 and 
provide an environment where the taxation of 
profits from the underlying property investment 
business resides with the investor and not the 
fund. This means that PAIF investments are ideally 
suited to individuals who wish to invest using 
tax-exempt/deferred product wrappers, such as 

ISAs, SIPPs and offshore bonds. The ‘C’ share class 
has been used for the quantitative analysis in this 
document.

Advisers should be aware that funds operating 
under PAIF rules are required to identify separate 
income streams, and some platforms cannot 
facilitate this so cannot offer some of the share 
classes. Therefore, a ‘feeder’ share class is 
provided, which does not have the separate 
income streams, to allow access to the fund 
through a wide range of platforms. This ‘feeder’ 
fund is structured as a unit trust, rather than an 
OEIC, and is therefore subject to corporation tax, 
unlike the ‘C’ share class, highlighted above. Full 
details of fund availability through a range of 
platforms can be found in Question 11.

Hearthstone Investments PLC seeks to identify 
investment opportunities in the UK residential 
property market. While the UK investment industry 
offers a significant number of funds which access 
the commercial property market, residential 
vehicles are very unusual. Normally the only 
way for an investor to access this market is to 
operate their own buy-to-let portfolio, which is an 
unattractive option for many.
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Residential and commercial property differ widely 
in investment performance and risk characteristics. 
Taking liquidity as an example, smaller valuations 
and a much higher turnover in the residential 
market (100,000 transactions per month*) 
provide a highly liquid environment compared to 
commercial property.

Valuations in the residential market can also be 
more straight-forward, being based upon ongoing 
turnover of similar properties in the same areas, 
whereas commercial property is generally valued 
on a discounted cash flow basis.

From a risk and reward perspective, residential 
property can be seen as a good diversifier within 
a portfolio, according to Hearthstone Investments 

PLC, having a low correlation to commercial 
property and other mainstream asset classes, such 
as equities and bonds (see Question 7 for more 
details).

The fund does not operate a gearing strategy, 
which means it has zero borrowing, with all 
assets being tangible. Full holdings data is readily 
available and transparent. It should be noted 
that a credit facility, equal to 10% of the net asset 
value, is allowed under chapter 5 of the COLL rules, 
which could be activated in times of excessive 
redemption pressure, although this has not been 
utilised since the fund was launched.

*Office of National Statistics, July 2018.
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Q2.   Who is the team 
behind the fund?

Hearthstone Investments PLC has a highly experienced investment 
management team, comprised of the following key personnel:

Alan Collett, Fund Manager

Alan is the Chairman of Hearthstone Investments PLC and a past President 
of the Royal Institution of Chartered Surveyors. He brings a lifetime of 
experience in residential investment and development to the management 
of the Fund. An experienced Chartered Surveyor and former Senior Partner 
of Allsop & Co, he has worked in all aspects of the acquisition, development, 
management and sale of residential and mixed use property. 

Andrew Smith, Chief Investment Officer

Andrew's 30 year property investment career has included international fund 
management and strategy roles at Aberdeen Asset Management, where he 
ultimately served as Global Head of Property, overseeing client assets of 
over £20 billion, and previously at Henderson Global Investors. He is a past 
Chairman of the Investment Property Forum and has served on a variety of 
industry steering groups for organisations such as the European Association 
for Investors in Non-Listed Real Estate Vehicles, the Royal Institution of 
Chartered Surveyors and the Bank of England Property Forum.

Cedric Bucher, Chief Executive

Cedric was with Architas from 2011 to 2017, initially as Head of Business 
Development, and from 2015 as Head of UK. Before that, he held senior 
commercial positions in the fund and asset management industry with SEI 
and Barclays Wealth. He also co-led a project at Cardano setting up a Defined 
Contribution business. Born and educated in Switzerland, Cedric spent 
the first part of his career with McKinsey & Company in Zurich and London. 
He holds a Masters in Finance from London Business School and is a CFA 
Charterholder. 
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Investment Committee

The Investment Committee provides the oversight of the investment processes, which convenes on a 
quarterly basis and comprises the following individuals:

Alan Collett, FRICS 
Investment Committee Chairman 

Fund Manager

Andrew Smith 
CIO

Darren Stent 
Head of 

Business 
Development

Cedric 
Bucher, CFA

CEO

Mark Drysdale

Non Executive 
Hearthstone 
Investments  

PLC

Chartered 
Surveyor

Paul Thorsen, 
FRICS

Investment 
Manager

Marie Cooper, 
MRICS

 Asset  
Manager
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Q3.   What is their 
investment process? 

The whole investment process is overseen by the Investment 
Committee (outlined in Question 2), which convenes on a quarterly 
basis. In addition, the Hearthstone Investments employees of 
the Investment Committee meet on a monthly basis to review 
performance, liquidity and acquisitions/disposals.

Their process begins with research (see Question 5 for full details), which involves a mix of ‘top down’ 
and ‘bottom up’ approaches. This combines high-level research across all UK local authorities to identify 
opportunity ‘hotspots’, and ‘on-the-ground’ research to understand local investment and occupational 
market conditions.

Investment opportunities are then governed by the following Portfolio Guidelines:

Once the fund management team has identified investment opportunities, the Investment Committee 
will consider them, taking into account alignment with the fund objectives and confirmation of the 
property valuation, as assessed by a Standing Independent Valuer (CBRE, London). The Investment 
Committee will then sign off the purchase, subject to contract.

Over the long term, at least 85% of the portfolio should be invested in residential property

Up to 15% is held for liquidity purposes in a combination of cash and other liquid assets

The fund aims to be invested according to the regional and property type distribution of value of 
the UK housing stock, outside of Central London

The fund will also aim to invest in assets that are representative of a region by price, with the fund’s 
average house price being typical of that of the UK mainland market, taken as a whole

The fund will invest primarily in low-maintenance, new build and modern properties in areas with 
high rental demand and a history of strong capital growth. Properties will be selected on a long-
term ‘buy and hold’ strategy. Active management of the portfolio will be undertaken, but trading 
will be minimised due to transaction costs
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Effective ongoing property management of the existing portfolio is obviously a key discipline, and this 
is outsourced to Touchstone Corporate Property Services Limited, who performs day-to-day property 
management for the fund. Touchstone, part of Places for People, is a nationwide business whose sole 
focus is residential property management.

Touchstone is responsible for:

The Investment Committee also reviews rental growth and occupancy levels within the portfolio, and 
these drivers of performance are addressed by Hearthstone’s Asset Manager.

Letting and tenancy administration, including full credit check and vetting of each incoming tenant

Rent collection, deposit administration and credit control

Maintenance and repairs

Operational and financial compliance and reporting
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Q4.   How is risk managed 
within the fund? 

Risk management is clearly a critical element for funds that invest in 
property, because assets are obviously less liquid than daily traded 
securities. The broad sector, albeit dominated by commercial 
assets, has a chequered track record during periods of market 
uncertainty and stress, in respect of fund suspensions and pricing 
adjustments.

The FCA stated the following in their review of property funds and liquidity risks, July 2017:

UK-domiciled open-ended authorised funds have approximately £35 billion invested in UK commercial real 
estate (as at the beginning of 2017). Following the UK’s vote in June 2016 to leave the European Union, some 
daily-dealt property funds – and subsequently a number of unit-linked funds – had to suspend dealing in 
units and/or apply pricing adjustments temporarily. This was because assets could not be realised quickly 
enough to meet redemption demand and due to the lack of certainty of property values.

Their overall findings from the review were as follows:

So, even though the fund is a different proposition, being invested in residential property, compared to 
the mainstream commercial property funds, as highlighted by the FCA, the potential impact of economic 
and/or market stress needs to be considered when assessing client suitability.

It should be noted that the fund prospectus does provide for fund dealings to be suspended should a 
period of high redemptions occur. However, the fund is less likely to be affected by conditions that have 
caused commercial property funds to move to a suspended basis.

• The use of suspensions, deferrals and 
other liquidity management tools were 
effective in preventing market uncertainty 
from escalating further.

• The quality of liquidity monitoring and 
management varies between different 
property funds.

• The valuation of real estate assets 
poses challenges under stressed market 
conditions, and firms need to consider 
how best to deal with this issue.

• Firms could be clearer in their 
communications, including to end-
customers, following significant market 
events.
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Defaqto has had sight of the net flows for the fund through the most recent period of suspensions in 
the commercial sector, as highlighted by the FCA above. July 2016 did see the fund operating on a 
net redemption basis, but it was the only month in 2016 to see that. The redemptions amounted to 
approximately £500,000, representing around 1% of the fund value and easily supported by the liquidity 
buffer operated by the fund.

Sales cycles are also an important factor to consider when evaluating liquidity, and residential property 
exhibits a typical time frame of 12–14 weeks, which is significantly shorter than commercial property.

To further mitigate the impact upon the fund of any extreme economic/market conditions, oversight 
and monitoring are the responsibility of the Fund Manager and Chief Investment Officer. Hearthstone 
Investments PLC has identified and manages key elements of the risk control process as follows:

When considering risk management and the concentration of assets within the fund, it should also 
be noted that under COLL 5.6.19 of the FCA Handbook, the fund may not hold more than 15% of the 
scheme value in any one property. The fund manager works within a more restrictive guideline, which 
proposes that not more than 10% of the gross asset value (GAV) is invested within any one local authority 
area in normal circumstances. Exceptions are made when it suits the broader objectives, such as within 
large metropolitan areas where local authority boundaries cut across wider economic zones.

At the time of writing, the fund has 18.8% of GAV in the London Borough of Brent: 23 separate leasehold 
flats within Wembley Park, which forms part of a wider regeneration scheme. Hearthstone Investments 
PLC advised us that this holding has performed well, and, as Wembley Park matures as a residential 
location, it is reducing exposure through a steady sales programme. The relative weighting is also being 
reduced by investments in other regional locations.

One final aspect to consider in the risk arena is the fund’s exposure to large unit holders, and it should 
be noted that the one Local Authority Pension Fund invested £20m in the fund in 2013, which now 
represents a significant portion of the fund. This unitholder was an early seed investor with a long-term 
view, and their holding in the PAIF represents 2% of their total portfolio.

However, special terms, stated in the Fund Prospectus, could apply to this holding, with the most 
notable being a three-month redemption notice period and the facility to provide redemptions on an 
‘in-specie’ basis. This would mean the Local Authority Pension Fund could take ownership of properties 
rather than forcing the fund to sell them in the open market, therefore avoiding potential liquidity issues.

Concentration guidelines are in place to 
ensure portfolio risk diversification

Independent Royal Institute of Chartered 
Surveyors (RICS) valuation of each asset is 
obtained prior to purchases being made

A liquidity buffer (currently around 10–15%) 
is maintained to address normal redemptions 
without creating instability

Independent compliance monitoring by 
the fund’s ACD is in place and updated on a 
quarterly basis

The Investment Committee provides an 
ongoing challenge mechanism

An in-house ‘key performance indicator’ 
model alerts managers to changing cash 
demands

A thorough property, legal and environmental 
due diligence process is in place

The fund is daily priced (forward priced at 
10:30 pm)
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Hearthstone Investments PLC operates a combination of in-house and outsourced research.

As outlined earlier, they conduct both ‘top down’ (national) and ‘bottom up’ (local) research, focused on 
adding value. The research is then combined into what Hearthstone Investments PLC refers to as their 
‘hotspot analysis framework’. This framework is used to assist with property selection but also takes 
account of the fact that every property is different in nature and must be examined for individual value.

In considering individual locations and investments, Hearthstone Investments PLC undertakes detailed 
‘on-the-ground’ research to understand local investment and occupational market conditions and what 
each area is like as a place to live.

Considerations include:

Obviously, the management of the fund isn’t just about buying properties, and properties will be sold if 
Hearthstone Investments PLC:

Q5.  How does Hearthstone 
Investments PLC research 
the UK residential 
property market?

A critical discipline for the fund is research, as this builds the foundation for 
future returns and risk management.

Letting and investment market supply and demand dynamics

Current and potential competition related to pricing

Quality of social infrastructure and services

Expected tenant profile

Consumer attitudes

Local employment structure and prospects, major employers, accessibility and travel patterns

Believes they no longer appear likely to produce sustained above average growth or provide 
attractive net yields

Thinks they no longer represent a ‘best fit’ within the overall balance of the portfolio

Has identified alternative properties that would exhibit superior long-term return characteristics

For the ‘outsourced’ element of research, Hearthstone Investments PLC works closely with the Connells 
Group, a strategic partner and equity investor.

Connells is a subsidiary of Skipton Building Society and a leading estate agency and property services 
provider with over 500 branches nationwide. They provide Hearthstone Investments PLC with ‘grass 
roots’ rental market information, supply access to off-market portfolios, support asset disposal and 
deliver bulk conveyancing services.
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Treasury management: Thesis Asset Management Limited is responsible for this function 
for the fund.

Thesis is an investment management group with over £14bn of assets under management 
at the time of writing. They provide services both as financial planners to high-net-worth 
individuals and to fund managers via their collective investment scheme operating 
subsidiary.

Authorised Corporate Director: Tutman LLP fulfils this function for the fund.

Tutman LLP is a subsidiary of Thesis Unit Trust Management Limited.

Fund accounting and administration: Northern Trust provides these services to the 
fund and is a leading provider of investment management, asset and fund administration, 
fiduciary and banking solutions worldwide.

Q6.   What resources 
does Hearthstone 
Investments PLC 
draw upon? 

Hearthstone Investments PLC seeks to focus on the activities 
where it believes it has experience and expertise and can add 
value to the portfolio.

For other disciplines, it seeks to outsource to, and draw upon, third-party resources to provide a high 
quality service to its investors.
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At the end of June 2013, the average house in the UK was worth £172,655. Five years later, at the end 
of May 2018, this had increased to £226,351. That’s a rise of 31%. Over the same period the fund has 
delivered a total return of 37%.

Due to the unique nature of the fund, a direct comparison with other open-ended UK residential 
property funds isn’t possible. The fund is placed in the Investment Association (IA) Property sector, 
which also contains UK and global commercial property (bricks and mortar), global property securities 
and esoteric funds, such as student accommodation. 

Chart 1: IA Property sector 5 year correlation
To emphasise its uniqueness, the 
fund can be seen to have a negative 
correlation of 0.28 to the IA Property 
sector over five years.

This negative correlation can clearly 
be seen in Chart 1, comparing the 
fund to the IA Property sector over 
five years to 31 July 2018. This 
negative correlation would appear 
to confirm the fund's value as a good 
portfolio diversifier.

Investment name  Total Return
      TM Home Investor C (Total Return, GBP, Pre-Tax) 37.64%
      IA OE Property (Total Return, GBP, Pre-Tax) 42.14%

Source: Morningstar Workstation, 31 July 2018

Q7.  How has the fund 
performed?

As stated earlier in this document, the fund seeks to deliver a total 
return in line with UK residential property movements. We can 
explore this objective by comparing the average house price in the UK 
five years ago with that of today, using the UK House Price Index (HPI). 
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Having established that there are no obvious performance correlations with other asset classes, we must 
consider the fund’s performance in isolation.

It’s useful to look at total return figures over various terms and to also examine discrete full-year returns 
to explore consistency and avoid potential distortions due to one-off good years. Table 2 confirms 
positive returns over all time periods to 31 July 2018. 

Table 2: Total and discrete returns

IA sectors Correlation

IA OE Property −0.28

IA OE UK All Companies −0.12

IA OE Money Market −0.19

IA OE Mixed Investment 0-35% Shares −0.25

IA OE Mixed Investment 20-60% Shares −0.18

IA OE Mixed Investment 40-85% Shares −0.18

IA OE Global Bonds −0.20

IA OE Global −0.19

5 year total 
return

3 year total 
return 2013 2014 2015 2016 2017

TM home investor fund, net of fees 37.64% 10.18% 5.93% 8.37% 14.28% 2.97% 4.00%

Table1: IA sector five year correlations

Source: Morningstar Workstation, 31 July 2018.  Note ‘OE’ stands for ‘open ended’.

Source: Morningstar Workstation, 31 July 2018 

We can extend the comparison by looking at correlations to other IA sectors, over five years to 31July 
2018, and we see low negative correlations to a range of multi asset, equity and bond sectors (Table 1).
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Source: Morningstar Workstation, 31 July 2018

A good way to explore risk/return is to draw a chart plotting annualised volatility (standard deviation) 
and total return – see Chart 2. We can use the same IA sectors (excluding cash – negligible volatility), 
as used previously, for comparative purposes.

Chart 2: Five year risk and return

Q8.  How should advisers 
view the risk of  the fund 
compared to other funds 
and asset classes?

In Question 7, we stated that, due to the unique nature of the fund, 
a direct comparison with other open-ended UK residential property 
funds isn’t possible. We also examined the performance and we 
observed a good level of consistency. We will now look a little closer 
at risk and examine volatility and drawdown, which are reasonable 
proxies for that metric.

Time Period: 01/08/2013 - 31/07/2018
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      TM Home Investor C
      IA OE Mixed Investment 0-35% Shares
      IA OE Property
      IA OE Mixed Investment 20-60% Shares
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      IA OE Global Bonds
      IA OE UK All Companies
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It can be observed that the fund has the lowest level of volatility (2.69%), while providing an annualised 
return of 6.60%, over five years to 31 July 2018.

Drawdown for a fund can be looked at in several ways, and a good approach is to look at monthly 
returns and examine how many negative returns were recorded and what the extent of any falls in value 
were. In Table 3 we look at discrete months over the last five years to 30 June 2018: 

Table 3: Months of positive and negative drawdown

The fund has only had 5/60 months of negative returns with a small maximum drawdown of less than 1%.

No. positive 
months

No. negative 
months

Worst 
month

TM home investor fund 55 5 −0.61%

Source: Morningstar Workstation, 30 June 2018
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Cash and liquid instruments are specified as ranges, due to ongoing completions within the quarter.  
Cash is allocated to liquid cash to provide immediate liquidity, and to third-party funds to provide 
diversity and access to professional cash management services.

The fund currently owns approximately 200 properties, with an average value of nearly £240,000. The 
average rent received per property is around £12,000 per annum, providing a potential gross yield of just 
over 5%.

Assets April May June

Physical property 82.1% 83.0% 91.2%

Liquid cash 8.5% 7.3% 2.3%

Cash instruments (BlackRock and Prime Rate funds) 9.4% 9.7% 6.5%

Source: Hearthstone Investments PLC, Q2 2018

Housing Fund for Scotland – Funds under management (FUM) of £30m

Launched in 2014, this is an institutional investment product focused on a mix of affordable, social 
and market rented residential assets in Scotland. It is structured as a closed-ended Exempt Property 
Unit Trust.

Hearthstone Residential Fund 1 – FUM of £100m

A closed-ended UK residential fund for institutional investors, structured as an English Limited 
Partnership.

TM home investor fund – FUM of £55m

The subject of this document. The asset allocation has varied recently from month to month, as 
shown in Table 4: 

Table 4: Fund's asset allocation for Q2 2018

Q9.  How large is the fund?
Hearthstone Investments PLC was founded in 2009 as the UK’s 
first specialist residential property fund manager and currently 
manages assets of approximately £180m in three principle funds, 
as follows:
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It’s interesting to see the location and style of the properties within the portfolio (see Charts 3 and 4; 
charts provided by Hearthstone Investments PLC, to 31 July 2018), compared to the fund’s benchmark 
(LSL Acadata): 

Chart 3: Fund v LSL Acadata Regional Weightings

An overall graphical summary of the above can be seen in Chart 4.

Chart 4: Average property value by region and type

To provide a visual guide to the types of property held within the fund, Hearthstone Investments PLC has 
provided details of two current ongoing acquisitions: 

Rowhedge in Colchester
Investment details

Number of properties 7 x 3-Bed house 
1 x 2-Bed house

Open market value £2,415,000

Purchase price £2,190,000

Discount 9.32%

Market rent £102,600

Gross yield 4.68%

Net yield 3.51%
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While discussing the current size of the fund, it’s also important to consider the capacity and scalability 
potential. For example, if the fund were to experience high levels of inflows, would the management 
team be able to allocate those inflows to assets, as opposed to holding cash, which may have an impact 
upon fund performance?

In this regard, it’s worth considering the size of the UK residential market compared to potential inflows. 
Currently new-build completions alone are around 200,000 per annum in the UK, and £10m of fund 
inflows would only represent 40 properties, based on the current average property value with the fund. 
So clearly there are no market capacity issues.

Obviously there could be a time lag between fund inflows and property purchase completions, but the 
impact upon the fund is thought to be negligible due to the fund manager’s knowledge of the market 
and property availability (pipeline).

The Limes in Nottingham Investment details

Number of properties 8 x 3-Bed house 
4 x 4-Bed house

Open market value £2,544,000

Purchase price £2,222,316

Discount 12.64%

Market rent £110,400 pa

Gross yield 4.97%

Net yield 3.73%
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Q10.   What are the fund 
charges?

As outlined earlier in this document the fund operates under two 
different structures. Firstly, as an OEIC, which functions under the 
tax efficient PAIF rules and, secondly, as a unit trust ‘feeder’ which 
provides access to the fund through a broad range of platforms.

The ‘C’ share class is most suitable for retail investors with an estimated ongoing charges figure (OCF) of 
1.61%, with the ‘feeder’ share class being more widely available through platforms but carrying a slightly 
higher estimated OCF of 1.71%.

No initial charges apply to these share classes.

All retail share classes are offered in accumulation form and no income share classes currently exist 
(Table 5). 

Table 5: Share/unit class summary

Source: Hearthstone Investments PLC,  31 July 2018

  Feeder Class A Class B Class C Class D Class E Class F Class G
 Legal structure: UT OEIC OEIC OEIC OEIC OEIC OEIC OEIC

 PAIF/Feeder: Feeder PAIF PAIF PAIF PAIF PAIF PAIF PAIF

 Investor Type: Retail Retail Retail Retail Retail Institutional Institutional Institutional

 Net/Gross: Gross Gross Net Gross Net Gross Net Net

 Inc/Acc: Acc Acc Acc Acc Acc Acc Acc Inc

 Charging: Unbundled Bundled Bundled Unbundled Unbundled Unbundled Unbundled Unbundled

 Initial Charge: 0% 3%[1] 3%[1] 0% 0% 0.5% 1%[3] 1%[3]

 AMC: 0.90% 1.5% [2] 1.5%[2] 0.90% 0.90% 0.75% 0.75% 0.75%

 Estimated OCF: 1.71% 2.21% 2.21% 1.61% 1.61% 1.46% 1.46% 1.46%

 Subscription: Daily Daily Daily Daily Daily Daily Daily Daily

 Redemption: Daily Daily Daily Daily Daily Quarterly[4] Quarterly[4] Quarterly[4]

 Redemption Notice: - - - - - 3 months 3 months 1 month

 MiFID Category: Non-Complex Non-Complex Non-Complex Non-Complex Non-Complex Complex[4] Complex[4] Complex[4]

 Citicode: I3HN 112G 112H I3HL I3HM 112I 112J 112K

 ISIN: GB00B95V2K41 GB00B7L7F472 GB00B44VX301 GB00B95VYK84 GB00B9608795 GB00B6X90Z05 GB00B54N2C52 GB00B76WFY75

 SEDOL: B95V2K4 B7L7F47 B44VX30 B95VYK8 B960879 B6X90Z0 B54N2C5 B76WFY7

 MEXID: 8TRESD 8TRESI 8TESID 8THEAP 8TCLEA 8TSIDE 8TIDEN 8TDENT

 ISA: Y Y Y Y Y N N N

 SIPP: Y Y Y Y Y Y Y Y

 Offshore Bond: Y     Y[5]     Y[5]     Y[5]     Y[5]     Y[5]     Y[5]     Y[5]

 GIA: Y N Y N Y N Y Y

Footnotes: 
[1] 3% initial charge (pre-RDR ‘bundled charging’ share class. Unbundled equivalent is Class C).
[2] 1.5% AMC (pre-RDR ‘bundled charging’ share class. Unbundled equivalent is Class D).
[3] Please contact Hearthstone for current terms and concessions on institutional share classes.
[4]  Redemptions on institutional classes limited to the first business day of each calendar quarter following a notice period. They have been deemed ‘complex’ 

under MiFID II for this reason.
[5] Some offshore bond providers may choose to only allow investment into the feeder fund because of the restrictions on corporate investment into PAIF.
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Q11.   How can the fund 
be accessed?

As already stated earlier, the fund is a daily priced open-ended 
fund and can therefore be accessed through a wide range of 
adviser platforms and product wrappers. 

Table 6: Platform availability

The fund can also be accessed using a wide range of non-platform products such as SIPPs and offshore 
bonds.

For Defaqto Engage users, the fund can be found using the following filters:

• Investment Type = Unit Trust/OEIC

• Approach/Access = RDR Compliant/Available to Adviser/Available for new business

• Currency = GBP

• Asset Management/Single Asset Management/Asset Focus = Global Property

• Management/Domicile = Onshore

Note that the fund is designated ‘Thesis’ in Engage tables, as they undertake fund administration 
activities on behalf of the fund.

Already on platform 
Please ask your platform contact to add the fund 
Unavailable due to platform functionality constraints (PAIF income streaming, limited redemption frequency, etc.)

Source: Hearthstone Investments PLC, 31 July 2018

Feeder Class A Class B Class C Class D Class E Class F Class G
Aegon
AJ Bell
Allfunds
Alliance Trust
Ascentric
Aviva
Cofunds Institutional
Cofunds Retail
Fidelity Fundsnetwork
Hubwise
James Hay Wrap
Novia
Nucleus
Old Mutual Wealth
Pershing
Parmenion
Praemium
Raymond James
Std Life – Elevate
Standard Life Wrap
Transact
True Potential
Zurich
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Send us your feedback 
Your feedback is extremely important to us, and we would be grateful if, after  
completing  this publication, you would take a few minutes to complete a short survey.  
Your answers will be treated in the strictest confidence, and the results of this will help  
the development of future publications.

The survey can be accessed at:

https://www.snapsurveys.com/wh/s.asp?k=144610976149

https://www.snapsurveys.com/wh/s.asp?k=144610976149
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Our experts research, collect and continuously assess over 41,000 financial products. Our process is 
extremely robust and is driven by over 60 specialist analysts who have unparalleled knowledge of 
financial products, services and funds in the market. Our independent fund and product information 
helps banks, insurers and fund managers with designing and promoting their propositions.

Defaqto Ratings
Defaqto Star Ratings are the most trusted expert assessment of products in the 
market. Products can receive a Rating of 1 to 5, depending on the quality and 
comprehensiveness of the features it offers; a 1 Star Rating indicates a basic product, 
while a 5 Star Rating indicates one of the highest quality products in the market. Star 
Ratings provide consumers, advisers and brokers with an accurate benchmark so that 
they can see at a glance how products and policies in the market compare.

A Diamond Rating reflects the performance of a managed fund or fund family. Funds 
or fund families can receive a Rating of 1 to 5 based on a detailed and well-structured 
scoring process, allowing advisers and other intermediaries – and their clients – to see 
instantly where they sit in the market in terms of fund performance and competitiveness 
in areas such as fees, scale, access and manager longevity. A 5 Diamond Rating indicates 
it is one of the best quality funds available in the market.

Service Ratings provide advisers with a simple and unbiased assessment of provider 
service. Based on advisers’ perceptions of the service they receive, providers are rated 
Gold, Silver, Bronze.

Risk Ratings use the projected volatility of a fund using asset allocation and historic 
volatility based on observed standard deviations to map a fund to a Defaqto Risk Profile. 
Risk Profile 10 indicates highest risk and Risk Profile 1 represents lowest risk. 

Income Risk Ratings are unique to the market, comparing fund objectives, asset 
allocations, income and capital volatilities, and maximum drawdown. The Ratings are 
mapped to four Income Risk Profiles based on the income required and the level of risk. 
They are: capital preservation, low income volatility, medium income volatility, high 
income volatility.

About Defaqto 
Defaqto is an independent financial information business, helping 
financial institutions and consumers make better informed 
decisions.
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Engage Core at a glance:

• Over 7,200 advisers use Engage

• Over 600 risk rated funds

• Accumulation, decumulation and research 
workflows

• Built-in risk profiling

• Import and review clients’ existing holdings 

• Flexibility to choose portfolio construction 
method and set up your own CIP

• Unique, three-way, dynamic research to 
select compatible funds, products and 
platforms

• Seamless integration with back office and 
the possibility to store your clients’ data in 
one place

For more information, or to arrange a demonstration, visit https://defaqto.com/advisers/

Panel support

Our unique in-house knowledge, expertise and market leading data, through Engage Core, provide a 
one stop solution to support advisory businesses’ panel construction and maintenance requirements. 
We can help strengthen your client adviser proposition by creating a panel to meet your business 
requirements (no matter how niche). We can also help you manage regulatory risk through developing 
repeatable processes to maximise your control. Our approach saves time and reduces cost by 
enabling efficient distribution of your panel across your business – via Engage  Core – giving advisers a 
solution they can use with clients quickly and easily.

For more information visit https://defaqto.com/advisers/panel-consultancy/

Engage Core is an end-to-end financial planning software, developed by our team of experts, which 
adapts to your centralised investment proposition (CIP) and client segments. You can create, store 
and manage client information, investment goals and fund research all in one place and seamlessly 
integrate with your back office, ensuring a consistent and efficient advice process. Our Ratings are 
available in Engage Core.

Engage Core

https://defaqto.com/advisers/
https://defaqto.com/advisers/panel-consultancy/


Please contact your Defaqto Account Manager 
or call us on 0808 1000 804

defaqto.com/advisers

© Defaqto Limited 2018. All rights reserved.
No part of this publication may be reprinted, reproduced or used in any form or by any electronic, mechanical, or other means, now known or
hereafter invented, including photocopying and recording, or in any information storage or retrieval system without the express written permission
of the publisher. The publisher has taken all reasonable measures to ensure the accuracy of the information and ratings in this document and
cannot accept responsibility or liability for errors or omissions from any information given and for any consequences arising.

https://defaqto.com/advisers

