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1 Executive Summary 
 

The TM home investor fund (the Fund) is the UK’s first Financial Conduct Authority regulated residential Property 

Authorised Investment Fund (PAIF) available for private client and retail investors.  

We believe the long-term economic drivers impacting UK residential property investing are compelling. On one hand, 

there is a structural undersupply of good quality homes. On the other hand, the proportion of the population renting 

privately has already increased from 10 to 20% over the past decade, and is expected to grow further in line with other 

developed markets such as Germany, the Netherlands and the US.  

Major pension funds from the UK and worldwide are committing £billions to the UK residential sector; Hearthstone’s 

belief is that, as with other new asset classes and investment styles, residential property fund investing will become 

established beyond the institutional sector and develop into a mainstream alternative asset class in the wholesale and 

retail segments. 

The Fund, established in 2012, invests in new and modern houses and flats across mainland UK and aims to give 

investors UK house price growth and an element of accumulated income return. Between 85% and 90% of the Fund 

is generally invested in housing and 10% and 15% is held in cash and liquid instruments. 

The majority of the houses and flats are let at market rents, which are reviewed annually or on change of tenant, and 

there are a small number of Show Homes on new developments leased back to the developer. 

Returns from market let residential property have a low correlation with the other principal asset classes including 

commercial property. Without gearing the volatility of the investment return is very low, and this is supported by the 

fact that Distribution Technology have awarded the Fund a Risk profile of 3 and the FE Risk Score of 9 at June 2019. 

The Fund manager, Alan Collett, and Chief Investment Officer, Andrew Smith, are both very experienced Chartered 

Surveyors with many years’ experience in both residential and commercial property in the UK and elsewhere. 

The Fund is established as a UK domiciled OEIC (Open Ended Investment Company). It is a Non-UCITS Retail 

Scheme (NURS) and is an Alternative Investment Fund (AIF) for the purposes of the AIFMD Rules and FUND. TM 

home investor fund qualifies as a Property Authorised Investment Fund (“PAIF”). For those unable to invest in the PAIF 

share classes (e.g. several investment platforms and large investments from corporate entities) an Authorised Unit 

Trust Feeder Fund is also available. 

As this is a mainstream ‘retail’ fund, it can be held in tax-efficient wrappers such as SIPP, ISA and offshore bonds as 

well as in General Investment Accounts.  
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2 Key Facts 
TIVE SUMMARY 
• Launched in July 2012 as the TM Hearthstone UK Residential Property Fund, the name was changed to ‘TM 

home investor fund’ on 13th July 2018, and a new website www.homeinvestor.fund launched to provide information 

to financial professionals and non-advised retail investors. 

• Fund objective is to provide exposure to the UK Housing market, to outperform the capital benchmark, LSL 

Acadata UK House Price Index and provide an additional income return. 

• Fund benchmark is the LSL Acadata UK House Price Index, a whole of market index based on Land Registry 

transaction data. 

• Performance: since launch in July 2012, the Fund’s total return has been in line with its objectives - with no 

gearing and no exposure to the Central London market. 

• Income from lettings is designed to cover fund level costs and provide an additional net return. 

• Fund is FCA authorised under Non-UCITS Retail Scheme (NURS) rules and covered by the UK Financial 

Services Compensation Scheme. 

• Fund is an OEIC sub-fund of the TM Hearthstone ICVC umbrella. A unit trust feeder fund also available. Daily 

dealing share/unit classes are available for retail investors. 

• Property Authorised Investment Fund (PAIF) tax status – unit trust feeder fund also available. 

• Stock selection prioritises new-build modern homes, managed to reduce maintenance and management costs, 

chosen to reflect the distribution of UK housing by type and region.    

• Positive ESG profile: High-quality, energy-efficient and environmentally friendly homes. The portfolio of modern 

properties has a positive social and environmental impact. 

• Diversification within the Fund reduces portfolio volatility and reflects the low correlation of residential property to 

other asset classes. 

• Stock specific risk within the Fund is low as individual unit size is relatively small. It is available to retail investors 

and must achieve ‘Prudent Spread of Risk’ per the Collective Investment Schemes Sourcebook. 

• Fund owns tangible assets, is transparent and holdings data is readily available. 

• Fund management team have an average of over 30 years’ experience in residential property investment. 

• A disciplined risk management regime is in place, investment decisions are overseen by the Investment 

Committee and the ACD and are supported by independent residential property valuers.  

• Significant operational infrastructure: Hearthstone has access to large scale residential property management 

and lettings services, and extensive relationships with developers to access off-market portfolios. 

• Permitted in most tax wrappers including SIPP, ISA, Junior ISA, Lifetime ISA and offshore bond. Gross 

‘unbundled’ share classes also available.  

• Listed in the IA Property Other sector enabling easy access to performance data on FE Trustnet, FE Analytics, 

Morningstar and Lipper. 

• Risk rated 3 by Distribution Technology, ‘Elite’ rated by FundCalibre, and FE Risk Score of 9 (at June 2019), 

providing independent validation of the Fund’s performance and low volatility. 

• Available on a number of adviser, institutional and direct to consumer platforms including 7IM, Transact, 

Ascentric, Cofunds, Novia, Nucleus, Standard Life, Elevate, Alliance Trust, Aviva, Aegon, Pershing, Hargreaves 

Lansdown, Interactive Investor, Charles Stanley Direct and Willis Owen. 

 

 

  

http://www.homeinvestor.fund/
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3 Fundamental differences: Residential v. commercial 
 

Commercial property funds investing in ‘bricks and mortar’ assets have been a common component of investment 

portfolios for many years, and most financial professionals are familiar with the investment characteristics of that asset 

class.  

Residential property offers different performance and risk characteristics to commercial but, until relatively recently, 

there have been few ways for the individual investor to access that performance without making personal Buy to Let 

investments. 

There are several fundamental differences between residential and commercial that are important to be aware of and 

some of these are summarised below. How these relate to the TM home investor fund is examined in more depth later 

in this document. 

3.1 Liquidity 
The smaller lot sizes, higher market sales volumes and shorter-term nature of tenancies offer the potential for 

residential assets to be more liquid than commercial properties. There are typically between 80,000 and 100,000 

transactions each month* and the average time to sell (sale agreed to exchange of contracts) is between 80/100 days 

in most regions**  

Transactions in the commercial property market are usually just one tenth of the number of those in residential.* 

Furthermore, most residential property transactions are owner-occupier purchases, not institutional/investment 

purchases. This is the opposite of the commercial property market which is driven predominantly by institutional 

investors such as domestic property funds, overseas investors and sovereign wealth funds. 

With the lower unit value, more active and less investment-focused market, residential tends to be much more liquid 

than commercial property. 

(sources: *HMRC UK Property Transactions Statistics 21st May 2019; **Connells Group Q4 2018). 

3.2 Valuation  
As owner-occupiers dominate the market, most residential property is valued using data on comparable transactions, 

known as vacant possession (VP) value. Rental prices are also determined by the local market and this, together with 

the capital value, determines the yield. 

Commercial properties tend to be valued on a discounted cash-flow basis, where the capital value is determined by 

yield, risk premium, covenant strength and life expectancy of the asset. Valuations tend to react quite rapidly to 

changes in economic conditions and can be slow to recover from downturns. 

3.3 Tenancy Agreements 
Residential property is generally let under Assured Shorthold Tenancy agreements (ASTs), with responsibility for 

property maintenance remaining with landlord. The minimum initial term for an AST can be as short as 6 months, 

although 12 months is more common. 

Commercial property is normally let on a Fully Repaired and Insured (FRI) basis, typically for periods of 5-10 years, 

with the tenant responsible for maintenance and insurance. 

As the residential landlord retains more responsibility for property maintenance, net yields from this asset class are 

typically lower than those from commercial property. 

  

https://www.gov.uk/government/statistics/monthly-property-transactions-completed-in-the-uk-with-value-40000-or-above
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3.4 Stamp Duty Land Tax (SDLT) 
There are different scales applicable for residential and non-residential transactions. Furthermore, residential SDLT 

now varies according to the status of the buyer. For example:   

Eligible first-time buyers can claim a relief, so they do not pay any SDLT on purchases up to £300,000 and 5% on the 

portion from £300,001 to £500,000.  

Residential purchases where the buyer will own two or more properties when the transaction completes are subject to 

a 3% SDLT surcharge. The TM home investor fund is not exempt from this surcharge. 

Residential SDLT rates are shown in the table below: 

Property or lease premium or transfer value Standard SDLT rate SDLT rate for additional properties 

Up to £125,000 Zero 3% 

The next £125,000 (the portion from £125,001 to £250,000) 2% 5% 

The next £675,000 (the portion from £250,001 to £925,000) 5% 8% 

The next £575,000 (the portion from £925,001 to £1.5 million) 10% 13% 

The remaining amount (the portion above £1.5 million) 12% 15% 

 

Multiple Dwelling Relief (MDR) enables a buyer of multiple properties in a single transaction to only pay the rate of 

SDLT applicable to the average property value in that transaction, rather than that applicable to each individual 

property.  

Furthermore, for bulk transactions of six or more residential properties, the buyer may elect to use the non-residential 

scale where that would result in a lower SDLT charge. Note that the total value of the properties in the transaction is 

used in this calculation. 

The non-residential rates of SDLT are shown in the following table: 

Property or lease premium or transfer value SDLT rate 

Up to £150,000 Zero 

The next £100,000 (the portion from £150,001 to £250,000) 2% 

The remaining amount (the portion above £250,000) 5% 

    

3.5 Benchmarks 
The primary indices for commercial property funds are provided by MSCI which constructs them using valuation data 

as opposed to actual transaction prices. MSCI also produces a Residential Property Index, although this only dates 

back to 2000, and is still a relatively small proportion of their All Property Index. As it also includes Student 

Accommodation, Ground Rents and non-Private Rented Sector stock and is weighted over 50% to London, it may be 

considered as less relevant to those conducting due diligence on the TM home investor fund than the house price 

indices mentioned below. 
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There are several residential property indices in the UK, covering both house prices and rents. They are constructed 

by a variety of providers, based upon different data sets, and thus often show differing results, especially in the short 

term. Some are more academic in approach, and others are largely marketing exercises for the sponsoring business. 

The house price indices fall into three broad categories: 

1. Those using the sale prices recorded on all transactions recorded at the Land Registry 

2. Those based on mortgage approvals by major lenders 

3. Those produced by professional bodies, or estate agency businesses, largely based upon asking 

prices of those properties listed for sale, or the informed sentiment of practitioners. 

HM Land Registry has produced a helpful analysis of some of the key indices, which can be seen at: 

https://www.gov.uk/government/publications/about-the-uk-house-price-index/comparing-house-price-

indices-in-the-uk 

The table below summarises some of the key points. 

Index Data source Number of 

transactions 

Coverage Stage of 

recording 

transaction 

Adjustment 

methodology 

Weights 

UK HPI Registration data 

from HM Land 

Registry, Registers of 

Scotland and Land 

and Property 

Services Northern 

Ireland 

Around 

100,000 a 

month 

UK – all 

transactions 

Registration of 

sale 

Hedonic 

regression 

Updated 

annually 

Nationwide Nationwide mortgage 

lending 

Around 

12,000 a 

month 

UK – mortgage 

transactions 

Mortgage 

approval 

Hedonic 

regression 

Updated 

every 2 

years 

Halifax Halifax mortgage 

lending 

Around 

15,000 a 

month 

UK- mortgage 

transactions 

Mortgage 

approval 

Hedonic 

regression 

Last 

updated 

1983 

LSL 

Acadata 

HM Land Registry 

price paid data 

Around 

80,000 a 

month 

England and 

Wales – all 

transactions 

Registration 

of sale 

Mix 

adjustment 

Updated 

annually 

Rightmove Advertised properties 

on Rightmove portal 

Around 

100,000 a 

month 

England and 

Wales – all 

transactions 

Advertised 

date 

Mix adjustment Updated 

quarterly 

 

Rental Indices are less reliable than those for house prices. There is no central record of rents paid, and many indices 

are based upon asking rents from lettings agencies. An index is under development by the ONS called the Index of 

https://www.gov.uk/government/publications/about-the-uk-house-price-index/comparing-house-price-indices-in-the-uk
https://www.gov.uk/government/publications/about-the-uk-house-price-index/comparing-house-price-indices-in-the-uk
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Private Housing Rental Prices. Although considered by many housing professionals as the most accurate it is still 

regarded by ONS as experimental and should not therefore be used for benchmarking purposes. In time, however, 

Hearthstone believes that it will become useful for this purpose. 

3.6 Performance 
Both residential and commercial property have historically offered a low correlation of returns with equities and bonds.  

Data also suggests that residential offers lower volatility than commercial property, and much lower volatility than 

equities, corporate bonds and Gilts.  

This has been further evidenced by performance data for the Fund which is shown later in this document. 

4 Fund Structure and roles of key parties 
 

The Authorised Corporate Director (ACD) of the Fund is Thesis Unit Trust Management (“Tutman”). This partnership 

is set by a Sponsorship Agreement with Hearthstone Asset Management Limited.   

Tutman appointed Hearthstone Asset Management Ltd under a Property Investment Management Adviser Agreement 

to be the Investment Adviser to for the Property Portfolio, and also appointed Thesis Asset Management Limited as 

Investment Manager of the non-property assets. 

Tutman, in collaboration with Hearthstone Asset Management, appoints a range of key outsourced providers, including 

the Depositary (NatWest Trustee and Depositary Services Ltd), the Fund Administrator and Registrar (Northern Trust) 

and the Auditor (Grant Thornton). 

The Fund has appointed a Standing Independent Valuer (“CBRE”) as well as a Property Manager (“Touchstone”). Full 

details of outsourced relationships are documented in the Fund Prospectus. 

Hearthstone Asset Management has a commercial agreement with Connells, a major shareholder, relating to 

acquisitions and disposals of properties. Connells is a major UK estate agency and property services business, and 

services business and is owned by Skipton Building Society. 

Hearthstone Asset Management acts as Appointed Representative of Thesis Asset Management to enable marketing 

and promotion of the Fund. 

The Fund’s Legal Entity Identifier (LEI) Codes and FCA register entries are below: 

 LEI Code FCA Register 

TM home investor fund  
 
(subfund of the TM Hearthstone 
ICVC) 

21380067SIPARIFSAT27 
 
https://search.gleif.org/#/record/213
80067SIPARIFSAT27  

Product Reference: 646510 
 
https://register.fca.org.uk/ShPo_Pro
ductDetailPage?id=a3hb0000000H3
m4AAC  

TM home investor feeder fund 
 
(subfund of the TM Hearthstone 
Residential Feeder Fund) 

549300V3W8PJZINMS928 
 
https://search.gleif.org/#/record/549
300V3W8PJZINMS928  

Product Reference: 633772 
 
https://register.fca.org.uk/ShPo_Pro
ductDetailPage?id=a3hb0000000H1
BuAAK 

 

  

  

https://search.gleif.org/#/record/21380067SIPARIFSAT27
https://search.gleif.org/#/record/21380067SIPARIFSAT27
https://register.fca.org.uk/ShPo_ProductDetailPage?id=a3hb0000000H3m4AAC
https://register.fca.org.uk/ShPo_ProductDetailPage?id=a3hb0000000H3m4AAC
https://register.fca.org.uk/ShPo_ProductDetailPage?id=a3hb0000000H3m4AAC
https://search.gleif.org/#/record/549300V3W8PJZINMS928
https://search.gleif.org/#/record/549300V3W8PJZINMS928
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5 What is a Property Authorised Investment Fund (PAIF)? 
 

The UK Property Authorised Investment Fund (PAIF) tax regime was introduced in 2008 to enhance the tax treatment 

of open-ended UK property funds so that they were more competitive with other fund domiciles. PAIFs share similar 

tax advantages to closed–ended, listed, Real Estate Investment Trusts (REITs).  

Adopting PAIF status means that funds investing in residential, commercial property or certain property related assets 

can benefit from a tax exemption. Simply put, funds that have been popular with investors for many years can now 

provide better returns through not having to pay the 20% corporation tax that would be suffered by non-PAIF funds. 

Whilst a property fund will need to meet a set of criteria to qualify, a PAIF is simply an Open-Ended Investment 

Company (OEIC), regulated by the Financial Conduct Authority (FCA) that can be available to retail or institutional 

investors. Most of the mainstream retail commercial property funds were previously Authorised Unit Trusts but have 

now converted to OEICs (with an AUT feeder fund) in order to qualify for PAIF status.  

PAIFs aimed at retail investors and which own physical residential or commercial property will be structured as a Non-

UCITS Retail Scheme (NURS). NURS rules require a fund to achieve a ‘Prudent Spread of Risk’ as per the FCA 

Collective Investment Scheme Sourcebook (COLL). This effectively places restrictions on certain investments e.g. a 

single property cannot constitute more than 15% of the fund value when it’s purchased.  

A PAIF must operate a Property Investment Business (PIB) which may comprise a portfolio of rented properties, 

shareholdings in UK REITs and shares in foreign REITs. The PIB must represent at least 60% or more of income and 

gross asset value of the PAIF. A PAIF does not suffer any corporation tax on income or gains from its PIB and profits 

from other components of a PAIF will also be exempt from corporation tax. This makes them particularly attractive to 

tax exempt investors such as charities, pension schemes and ISA investors. 

If a PAIF is designed to facilitate daily investments and redemptions for retail investors it is incumbent on the provider 

to put in place an effective liquidity management strategy. This will usually entail the Fund Manager allocating a 

percentage of the Fund to cash or cash liquidity funds and other liquid assets such as shares and REITs. 

PAIF legislation dictates that income must be reported in three distinct streams in one consolidated tax voucher: 

1. rental income from the property portfolio, 

2. interest from cash or fixed income holdings, 

3. dividends from any equities held 

As many investment platforms are unable to administer these three different streams, many will use an Authorised 

Unit Trust feeder to access the Fund. The feeder fund consolidates the three income streams reported by its investment 

in the underlying PAIF and reports a single dividend income stream.  

6 Investment Objective and Performance Benchmarking 

6.1 The Investment Objective and Policy 
 

The Investment Objective is outlined in Appendix 1 of the Fund Prospectus: 

“The objective of the TM home investor fund is to establish a residential property fund which provides investors 

with exposure to the United Kingdom housing market. Returns will derive principally from capital performance, 

with lettings of fund properties intended to cover costs and provide some additional return. As it is intended 

that the TM home investor fund follows the performance of the underlying housing market it will be ungeared 

apart from occasional borrowings used to support liquidity.  
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The key investment objective is to maintain a let property portfolio which is diversified according to the 

geographic distribution of housing stock in England, Scotland and Wales.  As far as suitable opportunities 

allow, the TM home investor fund will allocate investments to each region based on that region’s market size 

compared to the United Kingdom as a whole (excluding Northern Ireland).  Attention will also be given to 

maintaining a balance between property types which appropriately reflects the wider market.  

There is no explicit income target for the TM home investor fund, but the properties will be selected and 

managed in such a way as to provide income appropriate to their location while minimising the loss in rental 

yields due to management and maintenance costs. “ 

The Investment Policy, also outlined in Appendix 1 of the Fund Prospectus, further specifies: 

“The TM home investor fund will invest primarily in United Kingdom residential property. Consistent with the 

TM home investor fund ’s objective to invest in a portfolio which is diversified according to the distribution of 

housing stock in the United Kingdom mainland, it will aim to identify properties which are in established rental 

locations within each area and that have exhibited long term house price growth characteristics that are 

average or above average for the region. Where appropriate, discounts will be sought on purchases that 

mitigate or eliminate the transactional costs of investment or provide an element of additional performance.  

Properties will generally be let on an assured shorthold (“AST”) basis apart from units let to specialist operators 

for use as serviced apartments or units obtained from residential developers on a sale and leaseback basis. 

Properties subject to non-AST leases will be managed to ensure that the fund is not unduly exposed to counter-

party risk. 

The TM home investor fund will invest a small proportion of its assets in liquid instruments and cash in order 

to obtain appropriate levels of liquidity. To maintain exposure to the United Kingdom residential market, 

instruments used for this purpose may include property related equities, regulated or unregulated investment 

funds, and derivatives.” * 

* Note that although in the past the Fund has held some listed equities, the Hearthstone does not consider that there 

are any liquid instruments currently available which are a close proxy for the housing market. For this reason, all 

liquidity is in cash or cash funds. 

6.2 Fund Benchmark 
The various residential property House Price Indices have already been discussed in section 3.5 of this document. 

Hearthstone Investments Plc chose the LSL Acadata Index as the benchmark for its funds, as it is based upon actual 

sales completed and is mix-adjusted. There is a detailed comparison of the various indices on the LSL Acadata website 

but, put simply, it is the result of taking the average of the price at which every residential transaction in England & 

Wales took place, smoothed over rolling 3 month periods, mix-adjusted to eliminate the effect of monthly changes in 

the types of properties sold, and seasonally adjusted to account for times in the year when house buying activity 

traditionally experiences peaks or troughs. 

Although the Fund’s portfolio includes homes in Scotland, the benchmark taken is that covering England and Wales, 

due to timing differences between that Index and that for Scotland, which is published separately (and reviewed also 

by the Investment Committee). 

Rental Indices are less reliable than those for house prices. There is no central record of rents paid, and many indices 

are based upon asking rents from lettings agencies. An index is under development by the ONS called the Index of 

Private Housing Rental Prices. Although considered by many housing professionals as the most accurate it is still 

regarded by ONS as experimental and should not therefore be used for benchmarking purposes. In time, however, 

Hearthstone believes that it will become useful for this purpose. 

As already covered in section 3.5, there is currently no reliable benchmark available for rental prices. 

http://www.acadata.co.uk/services/house-prices/
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6.3 Assessing Investment Performance 
The Fund has a Total Return Objective, comprising capital growth and income. As per the prospectus, the investment 

objective states that “returns will derive principally from capital performance, with lettings of fund properties intended 

to cover costs and provide some additional return.” 

The benchmark covers capital growth only. However, the performance of the Fund is net of fees associated with 

running an Authorised retail fund and managing and maintaining the property portfolio. The Fund also holds cash and 

immediately realisable securities to provide a liquidity buffer for potential redemptions. This provides the Fund Manager 

with an immediate target of outperforming the UK housing market whilst deploying a maximum of 90% of the cash 

invested in the Fund. This degree of outperformance must be achieved without increasing risk or volatility. This is 

accomplished by a focus on those regions, and locations within regions, that are forecast to see above average growth. 

At a property specific level, the focus is on housing types, ages and energy efficiency that will be popular with good 

quality tenants, and which, by being new or modern, will enjoy below average management and maintenance costs.  

The focus of the Fund is on total returns, rather than capital or income individually. There are locations within the UK 

where property values are low, and rents are relatively high, which can achieve higher net rental returns. However, 

these locations and property types tend to reflect poor capital value prospects. Higher potential yields also reflect the 

higher risk that rental income will be lost through increased voids and tenant turnover. Although the Fund Manager 

does set different income targets for different locations these are not set in isolation to the expectations of capital 

growth. 

Over the past year, Hearthstone Asset Management Ltd has worked with MSCI on the development of a residential 

property peer group in order to benchmark and compare the performance of the standing property portfolio against 

peers and the market, both in terms of capital growth and income. As the peer group is relatively small and diverse, 

the team continue to assess the cost-benefits of such a performance attribution and comparison.  

7 Investment Philosophy 

7.1 Background 
Despite press headlines and House Price Indices presenting it as such, there really is no single ‘UK Housing Market’ 
in which prices of all property types across the country move in unison. Instead, it should be considered as a series of 
regional and local markets. House price indices quote movements in ‘average house prices’, but closer examination 
of the data usually shows that significant variations between regions. Even within a single region, individual towns, 
suburbs and property types often perform differently.  
 
This presents an opportunity for experienced, informed investors to outperform the ‘average house price’ presented 
by the UK house price indices - in much the same way an active fund manager in any other asset class can through 
effective stock selection.  
 

7.2 Key Principles 
The Fund follows a Total Return approach: It aims to generate and combine returns from capital growth and rental 
income. As such, Hearthstone is not solely focussed on maximising capital growth, or yield, but aiming to balance both. 
 
Hearthstone’s investment philosophy has the following key principles: 

 
▪ A diversified portfolio across mainland UK –with some regional tilts 

▪ Focus on mainstream homes, meaning 

• No prime homes, and as a result no holdings in central London 

• No social or affordable homes 

• No specialist property such as student, retirement living or care homes 

• Typically, 1- and 2-bed apartments, but avoiding high-rise blocks; and 2-, 3- or 4-bedroom 

houses: detached, semi-detached, and terraces  

▪ We prefer to invest in clusters of homes for more efficient property management, maintenance and lower 

costs 
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▪ Focus on towns and cities with strong private or key worker employers, good infrastructure and transport 

links 

▪ The Fund takes no development risk, investing in new or modern homes, resulting in higher energy 

efficiency, lower maintenance cost and typically higher occupation 

▪ Proven 6 year+ track record negotiating discounts directly with housebuilders when forward purchasing 

clusters of new homes 

▪ No gearing / leverage 

▪ Wherever possible we employ a buy and hold approach, investing for the long term, which results in 

reduced transaction costs 

Hearthstone believes that this Investment Philosophy achieves several objectives, in particular: 
▪ Avoids unnecessary risk taking by being regionally diversified, and ungeared 

▪ Allows differentiation from an increasingly crowded Build to Rent (BTR) sector, which is typically 

concentrated on city centres  

▪ Supports our aspiration to provide good quality, mainstream homes for tenants across the UK 

8 Investment Process 
The Investment Process of the Fund, whilst iterative, can be broken up into 5 distinct areas which are summarised in 

the following graphic: 

 

 

 

8.1 The Investment Plan 
Investment allocation starts with a quarterly review of national and regional economic data, identifying regions, and 

towns and cities within regions, that are likely to outperform the national average. This is undertaken by the Chief 

Investment Officer and discussed with the Fund Manager and the Investment Committee before it is adopted. Within 

these parameters, areas are then sought which have well developed private rented sector markets, and which provide 

a depth of tenant demand from those in employment.  
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The existing portfolio is reviewed at the same time, both for performance and also for regional weighting. The Fund 

Manager has a degree of discretion within which to invest but is obliged to maintain an overall geographical spread. 

The Fund’s investment strategy and key risk controls are governed by the Investment Plan.  The plan is reviewed and 

agreed by the Investment Committee and is updated at least quarterly to reflect changing market and portfolio 

conditions, and revisions to forecasts.  

In formulating the Investment Plan, Hearthstone undertakes “top down” and “bottom up” research, to assist in asset 

allocation and stock picking respectively, as follows: 

i. Top down 

▪ Monitoring and assessment of macroeconomic and property market trends and forecasts 

▪ Identification of target regions and broad investment themes 

▪ Identification of potential structural risks 

▪ Portfolio performance monitoring 

▪ Setting of concentration guidelines (e.g. maximum level of exposure to any one asset or local authority 

area) 

ii. Bottom up 

▪ Local market “hotspot” ranking analysis 

▪ Stock selection criteria 

▪ Asset level performance monitoring and investment appraisals 

▪ Asset level hold / sell decisions 

▪ Property management and environmental monitoring 

The Investment Plan comprises the following elements: 

▪ A summary of UK macroeconomic and property market forecasts, sourced from the Treasury Survey of 

Independent Forecasts and the Investment Property Forum 

▪ An outline of residential market trends and prospects 

▪ Regional capital and rental growth forecasts (consensus-based, drawn from third party forecasts and 

Hearthstone’s proprietary analysis) 

▪ Local authority level “hotspot” analysis, based on Hearthstone’s own analysis of a cross-section of local 

market data 

▪ An assessment of key market risks (downside and upside) and high-level risk mitigation strategy 

▪ An assessment of portfolio structure against the LSL Acadata Index structure and agreed investment 

guidelines (mandatory and discretionary) 

▪ Recommended asset allocation and transaction strategy to position the Fund to achieve its investment 

objectives in the context of the foregoing 

 

8.2 Property Selection and Acquisition 
 

a) Sourcing of properties and acquisition process 

Property transactions are sourced by the Fund Manager in accordance with the Investment Plan. With the target 

regional weightings in mind locations are sought which will give the appropriate level of capital growth and 

income.  

Within these regions a bottom up approach is used to identify suburbs, town and cities within regions which are 

expected to outperform others. This may be as a result of infrastructure improvements, local employment 

characteristics, transport links etc. Once these broad locations are identified potential transactions are identified 

from three sources:  
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▪ Agency contacts and, in particular, a strategic partnership with the Connells Group, which is a 

shareholder in Hearthstone Investments Plc. This gives the company access to additional contacts with 

house builders and developers and portfolios of standing stock. 

▪ Direct contacts with housebuilders and developers 

▪ Investment agents 

The Fund will forward purchase from developers but will not take planning risk. This means that contracts will be 

entered into for the purchase houses and flats for which detailed planning and other consents have been obtained, 

but which are not yet constructed. Although each transaction is different, a delay of 4/8 months between exchange 

of contracts and completion is generally considered acceptable. Longer completion periods can result in the Fund 

being overweight in cash, and there is no income to the Fund during that period which may reduce performance. 

However, capital appreciation can continue between exchange of contracts and completion, at which point the 

Fund pays the balance of the agreed purchase price, but the properties enter the portfolio at the prevailing market 

value. 

Levels of discounts are dependent on markets and individual transactions, but the Fund’s acquisitions have 

historically been in a range of 9-14% discount to independent Open Market Value. 

Once a target development has been identified, detailed research is carried out by Hearthstone and the acquisition 

agent on both capital and rental values, and by the property manager in respect of rental values and local demand. 

The details are the captured in a financial model to ensure that the target returns are likely to meet the Fund 

objectives. 

Potential acquisitions are reviewed against income targets appropriate for their location. As at Spring 2019, these 

range at individual property level between 3.25% and 4.25% net yield depending on location. 

The Fund Manager will then propose an acquisition to the Investment Committee, which will review the research, 

calculate the effect that a purchase would have on regional allocations, and, when appropriate, agree a maximum 

bid that could be made. The Fund Manager will then negotiate a price, subject to contract, within that remit.  

Once a transaction is agreed the Standing Independent Valuer (SIV) is instructed to carry out an acquisition 

valuation.  

The SIV’s report is considered by the Investment Committee and, if the transaction represents good value and still 

fits the Fund’s objectives, the Investment Manager will instruct solicitors and progress the purchase. Before 

completion the property manager will instruct one or more letting agents to prepare to market the new homes as 

soon as they are handed over, and new letting appraisals are carried out to ensure that any rental uplift is captured. 

b) Environmental, Social and Governance considerations 

ESG criteria are an essential component of sourcing new properties, as well as assessing the existing stock. In 

particular, the Fund Manager and Investment Committee considers: 

▪ Energy efficiency: Only homes with high standards of insulation are purchased  

▪ Environmental impact: The Fund Manager aims to build a portfolio with below average Carbon rating  

▪ Risk of flooding: Where at all possible only properties with “low” flood risk ratings are acquired 

▪ Proximity to public transport  

▪ In the case of family houses, proximity to, and OFSTED rating of, local schools 

More information on the Fund’s ESG characteristics can be found in section 9 of this document. 

 

 

c) Scalability of investment process 
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The investment process given above is highly scalable. With an average property value below £250,000 each £1m 

invested represents 4 homes. A single investment of £10 million therefore represents only 40 homes.  

With new build completions nearing 200,000 homes a year the Fund Manager is confident that much larger 

volumes are possible. Indeed, some housebuilders will be more willing to engage with the Fund at volumes of 20 

– 40 homes per site, as this will facilitate their own risk management. 

The Fund Manager may also buy existing homes in the market, either singly, or in portfolios. With annual 

transaction volumes in excess of 1 million residential properties each year, and even £1 billion representing only 

4,000 homes, volumes will not be a difficulty. 

The property team at Hearthstone can cope with larger volumes not only by carrying our more acquisitions, but 

also by increasing the average size of each transaction. In addition, the team will leverage their close relationship 

with the Connells Group, who already transact over 9,000 new homes sales each year. 

In addition, the following members join the Investment Committee on a non-voting / advisory basis, as well as to 

provide specific insights: 

▪ Junior Fund / Asset Managers Hearthstone Investments 

▪ Mark Drysdale, Non- Executive Director Hearthstone Investments plc, Chartered Surveyor 

▪ Representatives from Connells 

 

8.3 Portfolio Construction and Management 
Many factors must be considered in order to ensure the Fund’s portfolio is constructed and managed prudently, given 

its investor base, its structure and investment objectives, and the nature of the asset class: 

a) Liquidity forecast and target range   

The prospectus states that the Fund will “invest a small proportion of its assets in liquid instruments and cash in 

order to obtain appropriate levels of liquidity”.  

The Investment Team has an internal liquidity target range of 10-15% of FUM, represented by 10% in cash and 

5% in liquid instruments such as “property related equities, regulated or unregulated investment funds, and 

derivatives”.  

On a monthly basis, the IC discusses a liquidity forecast that includes  

▪ Current liquidity 

▪ Anticipated inflows  

▪ Outflows (standard levels of attrition, plus any known redemption in particularly those from quarterly 

redeeming share classes with a 1- or 3-month notice period) 

▪ Planned property acquisitions 

▪ Planned property disposals 

▪ Fund and property management costs and expenses 

▪ Anticipated rental income 

Depending on this forecast and overall market sentiment, the IC decides whether the current and forecast liquidity 

levels are accurate. 

It should be noted that the Fund offers several share classes. The Retail share classes and the Feeder Fund offer 

daily liquidity, whilst Institutional share classes (E, F and G) have reduced liquidity. Class E, F and G redemptions 

are limited to the first business day of a calendar quarter (first business day of January, April, July ,October), and 

an investor is required to submit their redemption request with at least 3 months’ notice for E and F, and one month 

for Class G (i.e. for redemption on 1st July, a Class E redemption request must have been received by the last 

working day of March). 
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The prospectus also allows the Fund to borrow up to 10% short-term debt for Efficient Portfolio Management, 

which could be used to increase liquidity at times of excess redemption pressure. Approval by the Fund’s ACD 

and Depositary would be required to ensure its use as being in the best interests of all investors. For example, 

consideration would be given as to the costs associated with arranging and servicing this borrowing, and whether 

this might enable the Fund to dispose of properties in an orderly fashion as opposed to disposing them at ‘fire sale’ 

prices. 

b) Dilution Adjustment 

The Fund operates a Single Swing Pricing basis, which is outlined in the Fund Prospectus (3.8.5 Dilution 

Adjustment). The policy aims to treat new, current and redeeming investors fairly in relation to transaction fees: 

“Investors should note that the costs of dealing in real property are significantly higher than those normally 

associated with equities and bonds and as such the dilution adjustment on the purchase of Shares may be up to 

3.5% of the relevant price and on the redemption of Shares may be up to 2.5% of the relevant price.” 

Practically, the Prospectus anticipates a consideration of a potential swing in the price “where the Company is 

experiencing a large net subscription position or a large net redemption position relative to its size on any Dealing 

Day measured either based on the deals on that Dealing Day or the deals over the previous 30 Dealing Days. For 

these purposes a large net subscription or redemption position (a “large deal”) will typically be at 1% of the size of 

the Fund:” 

As the Fund is forward priced, Hearthstone receives a summary every morning of the deals placed up to 10:30pm 

the previous day, and a representative of the IC advises Tutman of our decision once the daily dealing data is 

received and analysed by the IC. The decision will be at Offer where it is anticipated that the Fund will be acquiring 

new properties and an upward dilution adjustment should be included in the price. Conversely, the decision will be 

to price at Bid when it is anticipated that properties will be sold in order to raise liquidity. During periods where the 

Fund is not expanding or contracting, it may price on a Mid basis with no dilution adjustment. 

 

c) Liquidity of the assets – residential properties 

Hearthstone recognises that residential property, whilst illiquid by nature, is more liquid than commercial property: 

▪ The assets in the Fund are individual flats and houses. As covered in section 3.1, there are between 

80,000 and 100,000 residential property transactions every month in the UK.  

▪ The average of value of one of the assets within the Fund is below £250,000. This is at the lower end of 

the national market, where transaction volumes are highest.  

▪ Fund assets can be sold vacant to prospective owner-occupiers or with a tenant in place to other 

investors. On average, 50% of the Fund’s properties are let on periodic tenancies which can be ended at 

the Fund’s discretion within 2 months. 

▪ The Investment Committee monitors the assets held by the Fund and recognises those that could be 

sold with vacant possession within 2 months. Although longer tenancies are offered to some tenants, 

these are infrequent and the weighting of these within the portfolio is monitored. 

▪ Data from Rightmove, and estate agency businesses such as the Connells Group and UK Finance 

shows that the average time to sell an individual home varies from 12-14 weeks. 

d) Process clauses for large redemptions 

Should the available liquidity / cash in the Fund be insufficient to deal with redemptions, the Prospectus contains 

several provisions to deal with such a situation. The following clauses are not unique to the TM home investor 

fund, and are typical of those contained in other NURS as well as UCITS funds: 

• Large redemptions:  Redemptions in excess of 10% of the Fund’s value may be deferred until the next 

dealing point (i.e. deferred for 3 months in the case of institutional share classes). 

• Suspension of dealing: The ACD may, with the prior agreement of the Depositary, and must without 

delay if the Depositary so requires, temporarily suspend the issue, cancellation, sale and redemption of 

Shares where, due to exceptional circumstances, it is in the interests of all the Shareholders. There is no 
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time limit on how long the Fund can suspend dealing but the ACD must update the FCA at least every 28 

days regarding the actions being taken. Any large redemption request relative to the fund size and the 

liquidity buffer could be deemed as exceptional in this context. 

• In specie transfer: The ACD, with approval of the Depositary, may select properties to offer to the investor 

by way of an in-specie redemption. The investor may accept those properties, or request that the Fund 

sells them in order to receive cash settlement. Even in this scenario the ACD might suspend dealing. 

The decision-making process on which of these clauses to apply at what points is led by Thesis Unit Trust 

Management (Tutman), the Authorised Corporate Director (ACD) of the TM home investor fund. On some of the 

provisions, the prospectus indicates that the ACD will also need to seek guidance from the Depositary, NatWest. 

In all instances, Hearthstone will act as adviser, but not ultimate decision maker. 

e) Management of non-property assets  

The non-property assets are managed by the Thesis Asset Management, who are appointed by the ACD Thesis 

Unit Trust Management.  

Although in the past the Fund has held a small amount of equities in listed housebuilders, the Investment Manager 

does not consider that there are any currently available which are a close proxy for the UK housing market. 

Typically, all liquidity is now in cash or cash funds. 

f) Construction of property portfolio 

As part of the Investment Plan, regional allocation decisions are made relative to the UK housing market generally, 

as determined by LSL Acadata. The Fund Manager has discretion to vary these allocations to benefit from regions 

which are expected to show above average growth, and to reduce allocations to any which are expected to 

underperform. 

These investment guidelines are also reviewed quarterly and form the basis for purchases, and in limited 

circumstances for sales.  

Investment in London 

London is included within the LSL Acadata House Price Index, and thus homes in London are held within the Fund. 

However Prime Central London, which the Fund Manager takes as comprising Zones 1 and 2, and some parts of 

Zone 3 are excluded for three reasons.  

▪ The top end of the London market is dominated by overseas buyers and is heavily influenced by 

confidence in the UK as a safe haven, and by movements in exchange rates  

▪ Individual house prices in Prime Central London are so high that fluctuations in the values of individual 

homes could result in volatility not present in the broader UK market 

▪ Rents in Prime Central London are low in comparison to the capital values, resulting in very low yields. 

As a result, the Fund’s investments in the London market are made in Outer London, where prices and rents are 

related to the earnings of those employed in Central London, and where the rents give a reasonable net yield on 

the capital invested. 

Property Types 

The LSL Acadata index also informs a distribution of property types, per region. Our Investment Philosophy, with 

a focus on mainstream homes, will result in a relative underweight to detached homes compared to the overall 

market (in particular as the weights are expressed in % value, not number of properties). 

Whilst we do invest in flats, our preference is in low rise apartment blocks, in order to reduce maintenance cost. 

We also prefer to be the freeholder of properties in the Fund. 

Concentration rules – COLL and internal 
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Under COLL 5.6.19 of the FCA Handbook the Fund may not purchase any single property which is more than 15% 

of the scheme value, although this can rise to 25% whilst held. However, the Fund Manager works to a more 

restrictive regime which proposes that not more than 10% of the gross asset value will normally be held within any 

one local authority area, although in London this also takes account of the wider economic and transport centres 

which cross borough boundaries. 

g) Valuation of properties 

The property portfolio is valued monthly by the Standing Independent Valuer (SIV). CBRE is one of the largest real 

estate professional service companies in the world and was appointed in 2018 following a market tender.  

The SIV carries out an annual valuation, based on internal inspections of the great majority of the individual 

properties, and also a monthly desktop valuation. 

Each month the Fund Manager sends an updated schedule of properties and rents to the SIV, who carries out 

checks on comparable for sale and recently sold properties online, and by calls to selling agents. The SIV produces 

a draft valuation which is discussed with the Fund Manager a few days before the month end. The Fund Manager 

has the opportunity to comment, and to produce additional evidence of sales of comparable properties. The SIV 

may consider any such additional information, at their discretion, and then produces a final valuation which is 

submitted to the Depositary, ACD and Fund Manager on the last working day of each month. 

The monthly valuation forms the basis of the daily NAV of the Fund, which also takes account of the net income 

of the properties on an accrual basis. The NAV also reflects the net cash position of the Fund day by day. 

h) Risk management and portfolio monitoring 

Hearthstone in its role as Property Investment Adviser undertakes the following risk controls:   

▪ The performance of individual units is tracked and assessed on an ongoing basis in our proprietary 

database. Key metrics include occupancy, capital growth and rental growth. The Investment Committee 

reviews the net income from each property with the updated valuation and reviews the performance of 

each holding against the Acadata benchmark. Although the intention of the Fund Manager is to hold 

assets in the medium and long term, this analysis can lead to a small number of sales of those 

properties which appear likely to underperform.  

▪ Adherence to the Investment Objective is monitored at the Investment Committee meetings, and the 

Fund Manager also makes a weekly declaration to the Depositary. 

▪ The portfolio is geographically diversified, and the regional weightings are monitored as described 

above. 

▪ Although there is no specific allocation to price levels, the properties held by the Fund are clustered 

around the average property values within the UK and the average value of homes within the Fund is 

slightly below £250,000 as at June 2019. 

▪ The Property Manager, Touchstone, is governed by a contract which emphasises safety of the Fund’s 

tenants, and any breaches, which are very rare, are reported immediately, and monitored at the monthly 

meetings. 

8.4 Property management 

Hearthstone Asset Management Ltd, in agreement with the ACD and Depositary, makes all decisions relating to 

acquisitions, sales, occupation and rental growth. The day to day tenant care, lettings and repairs management are 

delegated to a National Property Manager, Touchstone CPS, a subsidiary of Places for People, one of the UK’s largest 

housing associations. The use of a national firm enables Hearthstone to take advantage of their economies of scale. 

The contract with Touchstone includes a Service Level Agreement with key performance metrics and standards 

relating to Health and Safety and tenant management. 

The property team works to maintain high occupancy and to capture rental growth. There is a weekly call, and a 

monthly meeting with the property manager to review potential and actual voids, and to set rents for new lettings and 
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renewals. It is noteworthy that the average stay of a tenant in a Hearthstone home is around two years and occupancy 

levels are high, which indicates tenants are content and rents are in line with the market. 

8.5 Sales of Properties 
The Fund Manager’s objective is to hold properties within the portfolio for the medium to long term to minimise 

transaction costs. However, at the Investment Committee meetings, the performance of the portfolio is reviewed, and 

decisions will be made from time to time to sell properties that are likely to underperform in the future against other 

properties in the portfolio or available in the market, or to adjust the regional weightings. 

When units are identified for potential sale a market report is commissioned and the findings compared with the 

Investment Committee’s own view, and the valuation from the SIV. If the Committee confirms the decision to sell, the 

sales instruction is passed, in most circumstances, to the corporate sales team of the Connells Group, which instructs 

the most appropriate agent, which may, or may not be another part of that Group. 

Weekly reports are given to the Investment Manager to ensure that the sale proceeds quickly and that market value is 

obtained. Most sales will be with vacant possession, but sales of investments with a tenant in situ will also be 

considered if this will achieve an equal or higher price. 

9 Environmental, social and corporate governance 
The Fund may be attractive to those seeking investments which offer positive Environmental, Social and Governance 

alignment:  

9.1 Environmental 
Hearthstone is aware of the positive impact residential investment can bring to local communities and the UK 

economy. Investing in mainly new-build houses and flats ensures the properties are built to modern standards 

with high energy efficiency ratings, which in turn means lower fuel bills for tenants and lower impact on the 

environment in terms of carbon dioxide (Co2) emissions 

As at June 2019: 

▪ 98% of the Fund’s properties exceed the England and Wales average energy efficiency rating for a 

dwelling, which is EPC rating D. Of the Fund’s property portfolio: 

• 62% is EPC rated B 

• 36% is EPC rated C 

• 2% is EPC rated D 

▪ 94% of the portfolio exceeds the England and Wales average environmental impact rating (CO2 

emissions) rating D: 

• 6% is rated A 

• 61% is rated B 

• 27% is rated C 

▪ 88% of the portfolio is in close proximity to public transport, allowing tenants to reduce their own travel 

costs and impact on the environment: 

• 57% within 0-250 metres of public transport 

• 31% within 251-500 metres 

Hearthstone is also committed to a programme of planned maintenance to a high standard to maintain or 

improve environmental performance over time – for example, through the installation of more efficient boilers 

and appliances as they are replaced.  The small percentage of the homes which are not already EPC level C or 

above will be reviewed when it next becomes vacant to identify any cost-effective improvements that can be 

made.  

Technology is also used by the Fund’s lettings agent, Touchstone, to reduce callouts for property maintenance. 

A web-based software application, Fixflo, enables tenants to log maintenance issues via their smartphone, tablet 

or PC and creates detailed reports for agents and contractors, helping to resolve the issue on the first visit and 
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reduce wasted or multiple trips to the property. The app also gives tenants access to guidance for tenants on 

their responsibilities and explains how they can fix simple issues themselves. 

9.2 Social 
Poor housing is more common in the Private Rented Sector (PRS) than in the owner-occupier and social housing 

sectors. Four in ten (3.3 million) PRS tenants live in bad housing (Shelter research, 2013). 100% of homes in 

TM home investor fund meet the Decent Home Standards versus the market average of 80%. 

Hearthstone’s strategy of forward-purchase of clusters of new homes helps to speed up delivery of further 

housing, helping to address the issue of chronic undersupply which currently contributes to people living in 

unsatisfactory housing.  

The building of new homes makes a significant positive contribution to the UK economy: figures from Home 

Builders Federation Ltd in July 2018 show that 224,000 new homes were built in England and Wales in 2017 

which gave the following benefits to the economy: 

• £11.7 billion spent on suppliers, 90% of which stays in the UK. 

• £38 billion of Economic Output generated by house building each year. 

• 3.1 jobs supported for every home built. 

• 4.300 apprentices, 525 graduates and 2,900 other trainees supported each year, excluding those in 

contractors and suppliers. 

• £841 million generated for infrastructure, including £122 million on new and improved schools. 

• £45 million invested in open space, community, sport and leisure facilities. 

• £5.9 billion spent in local shops and services by residents of new homes. 

As institutional investors, it is in our interest to provide longer tenancies, aligned with tenants’ interests. The 

legal minimum Assured Shorthold Tenancy is 6 months, but we offer a minimum tenancy of one year, with the 

average stay at around 24 months. 

The Fund makes reasonably priced, energy efficient homes available for key workers and other tenants in 

employment. 

With tighter lending criteria and the challenges of building an adequate deposit in order to get onto the housing 

ladder, the Fund provides an alternative to cash-based saving so that potential first-time buyers can potentially 

overcome the issue of house prices increasing faster than the interest on their savings. 

9.3 Governance 
At Hearthstone Investments, we recognise the impact of sustainability issues on the investment performance of 

our assets and portfolios under management. In addition, we believe that we have a fiduciary duty to our clients 

to consider these risks and opportunities in our investment decisions. This includes implementing processes 

and procedures to ensure we are reducing our impact on the environment and ensuring a positive impact within 

the communities where we invest. 

Governance is an essential element of managing the risks associated with sustainability and for ensuring 

positive outcomes for the environment, society and ultimately our investments. We therefore place significant 

importance on compliance, as we believe that this will contribute to the long-term performance of our 

organisation and assets under management: 

At Hearthstone Group level: 

▪ Maintain a Compliance Manual and related policies and procedures which have been developed by our 

Compliance team 

▪ Engage with external compliance consultants to benefit from independent advice, including quarterly 

monitoring of compliance arrangements 

▪ Provide regular structured compliance training to every employee 
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▪ Ensure accurate and structured reporting to provide stakeholders with a clear picture and understanding 

of the performance of their investments 

▪ Adhere to Financial Conduct Authority (FCA) and Prudential Regulation Authority (PRA) requirements to 

the extent that they apply to us. 

▪ Invest in the development and welfare of our staff. 

▪ Ambition to raise the standard of properties available in the Private Rented Sector 

At Fund level: 

▪ Hearthstone’s objective is to provide an FCA authorised fund which enables anyone to gain investment 

exposure to residential property. 

▪ All property valuations are carried out by an independent valuer. 

▪ The Fund’s capital and income performance is calculated by independent fund administrator, and there 

is an independent annual audit. 

At Property portfolio level: 

▪ Appointment of a Property Manager (Touchstone) which has a proven track record of paying high regard 

to tenant satisfaction, welfare and safety. Section 12.3 provides more information on Touchstone. 

▪ Hearthstone maintains an active oversight of the Property Manager. 

▪ Embracing digital solutions such as property maintenance software (e.g. “FixFlo”, covered in more detail 

in section 12.3) to improve efficiency and tenant satisfaction.  

▪ Hearthstone is also working on a new management contract which will incentivise the property manager 

to provide better and more detailed information to tenants, enabling further improvements in occupier 

behaviour to reduce the carbon footprint of the Fund’s properties. 

10 Product appropriateness 
The Fund was launched before FCA PROD rules were introduced. The Investment Advisers is currently working with 

the ACD on assessing whether existing procedures and documentation need to be updated considering these new 

rules. 

Whilst one large seed investor is a Local Authority Pension Fund, the target market for the Fund is firmly “retail”, given 

the its authorisation as Non-UCITS Retail Scheme (NURS). This includes investors investing directly, on an Execution 

Only basis via the homeinvestor.fund marketing portal or another online platform or via a Financial Adviser. 

Currently, a Monthly Management Committee consisting of Alan Collett (Fund Manager), Andrew Smith (CIO), Darren 

Stent (Head of Business Development) and Cedric Bucher (CEO) review the following metrics to assess ongoing 

suitability of the Fund within its target market. 

Key metrics reviewed on a monthly basis are: Gross Inflows, Redemptions, OCF, Yield, Fund Performance (absolute 

and vs benchmark), and Complaints. 

Furthermore, Hearthstone has implemented a CRM (Hubspot) to capture adviser feedback and activity. 

11 Fund Charges  
Several share/unit classes are available, and detailed matrix is contained in section 12.4 of this document. 

The table below gives an overview of the range of different costs and charges, together with commentary as to why 

the charges are incurred. 

As covered in section 8.3 b, the Fund operates a single swing pricing basis to ensure the costs incurred in the 

purchase or sale of property assets does not dilute the value of the portfolio. 



 

22 

 

Charge Amount Notes 

Initial 0-3% depending on 
share class. 

Unbundled classes have no initial charge. 
 
Bundled (pre-RDR) classes had 3% initial charge to pay adviser 
commission, but this is now waived for most investors.  
 
Institutional class initial charge is usually waived for platform 
investment and is reduced to 0.5% for direct investment unless 
Hearthstone agrees to waive this by prior concession. 
 

Annual management 
charge  
 

Varies by share class 
(retail unbundled 
PAIF classes C and 
D have AMC of 
0.9%) * 
 

The Annual Management Charge (AMC) is levied by the 
manager to cover the costs of managing the scheme assets. 
 

Ongoing Charges 
Figure 
  
(The OCF includes 
the AMC) 

Varies by share class 
(retail unbundled 
PAIF classes C and 
D OCF is 1.57%) * 
 

This is an estimate of the Fund’s additional expenses which 
cover items such as FCA fees, FSCS Levy, Fund Corporation 
Tax, Depositary fees, Custodian fees, Administrator fees, 
Shareholder register fees, Auditor and Accounting fees, Fund 
and Shareholder literature costs, and the fees of the Standing 
Independent Valuer for ongoing valuations. 
 

Property Expense 
Ratio (PER) 

1.28% for the 12 
months to 31st 
December 2018 

The Property Expense Ratio shows the ratio of operating costs 
that relate to the management of the property assets to the 
average net assets of the Fund. This includes the fees payable 
to the Property Manager as well as costs incurred in maintaining 
and insuring the properties.  
 

 
 
All ongoing charges and property management costs are set against income generated by the property portfolio. The 
gross portfolio yield is expected to cover these costs and provide some additional return. For most share classes, this 
income return is accumulated in the Fund and reflected in the Net Asset Value (NAV) of the shares / units. 
 
* AMC and OCF as at June 2019. Please check for latest figures. 
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12 Appendices 

12.1 Hearthstone Investments Plc 

 
Hearthstone Investments Plc is a private company with a wide variety of shareholders, some corporate and many 

individuals. It is the parent company of the Hearthstone Group which has a number of subsidiaries as shown below. 

 

 
 

12.1.1 Group Fund Range 
Companies within the group act as Investment Adviser to three residential investment funds, in each case there is a 

separate ACD. 

The fund to which this due diligence document relates: 

TM home investor fund* 
 
It is an open-ended fund and was the UK’s first residential PAIF and invests in private rented residential 
property nationwide.  It is available to private individuals, can be held in ISAs and SIPPs, and offers access to 
residential property without the complications of owning the underlying asset and without using derivatives or 
other complex financial instruments. AUM is circa £57.5m as at June 2019. 
 

Other funds from Hearthstone which are aimed solely at institutional investors: 
  
Housing Fund for Scotland** 
Launched in 2014, this is an institutional investment product focusing on a mix of affordable, social and market 
rented residential assets in Scotland.  It is structured as a closed-ended Exempt Property Unit Trust, with AUM 
c. £25 million as at June 2019. 
 
Hearthstone Residential Fund 1** 
Hearthstone Investment Management Ltd is a joint venture, in which the Plc owns 50.01% of the shares and 

the founding and executive directors the other 49.99%. The company acts as investment adviser to 
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Hearthstone Residential Fund 1 (HRF1), in which seven Local Authority Pension Funds invested £200m in a 

first fund. A second fund will be promoted during from H2 2019. HRF1 is structured as an English Limited 

Partnership and invests in newly and recently built houses and flats in England, Scotland and Wales. It is 

closed-ended with an initial term of 10 years. 

Important Notes: 

* The TM home investor fund is FCA Regulated and Authorised for Retail Investors. ACD for this fund is Thesis Unit 

Trust Management Limited (‘Tutman’). 

** Details for The Housing Fund for Scotland and Hearthstone Residential Property Fund 1 are for information 

only to demonstrate Hearthstone’s broader activity in the sector. Both of these funds are unregulated and are not 

available to Retail Investors. Tutman is not involved with either of these funds.   

12.2 Board Members, Hearthstone Group companies 
Hearthstone Investments Plc is managed by a small executive team lead by Cedric Bucher the CEO and Alan Collett 

the Fund Manager. There is a board of experienced non-executive directors with a depth of experience from property, 

private equity investment and technology. 

Executive Board 

 

 

Richard Twigg 
Chairman (Hearthstone Investments Plc) 

Richard is a Chartered Accountant who joined the Skipton Group in 1993 as Head of Finance of Homeloan 
Management and in 1996, following the acquisition by Skipton; he was appointed Finance Director of 
Connells.  In 2002 he was appointed to the Skipton Board and served as Group Finance Director until 2014 
when he re-joined Connells as Group Finance and Commercial Director. 

 
  
  

 

Alan Collett 
Chairman (Hearthstone Asset Management Limited) 
Alan is a Past President of the Royal Institution of Chartered Surveyors, and brings a lifetime of experience 
of residential investment and development to Hearthstone. 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. Alan is a member of the NHBC Council, past Chairman of 
the Residential Committee of the British Property Federation, and an Honorary Fellow of the University 
College of Estate Management.  He also serves as Chairman at Hyde Housing Group, a large housing 
association owning and managing nearly 50,000 homes, where he is also Chairman of the Investment 
Committee.   
 

 

Cedric Bucher 
Chief Executive Officer 
Cedric Bucher joined Hearthstone plc in March 2018. 
Most recently he was responsible for setting up a new Defined Contribution business at Cardano, an 
institutional asset manager. Previously, he spent over 6 years at Architas, the multi-manager of the AXA 
Group. He was with Architas since 2011, initially as Head of Business Development, and from 2015 as Head 
of UK with responsibility for strategy, P&L, sales, marketing and proposition. Before that, Cedric held senior 
commercial positions in the fund management business lines of SEI and Barclays Wealth. He moved to 
London in 2004, joining Barclays Capital. Cedric was born and educated in Switzerland, and spent the first 
part of his career with McKinsey & Co. in Zurich and London. He holds a Masters in Finance from London 
Business School and is a CFA Charterholder. 

  

 

Andrew Smith 
Chief Investment Officer 
Andrew’s property career began in 1986 at Pearl Assurance plc in the UK, where he established one of the 
industry’s first institutional property research teams. The business subsequently became part of AMP Asset 
Management and then Henderson Global Investors, where he led the European research and strategy team. 
He joined Aberdeen Asset Management’s property team in 2002 and over the next 12 years fulfilled a variety 
of roles, ultimately serving as Global Head of Property. 
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Non-Executive Board 

 ▪  
 ▪  

 

David Dutton 
Non-executive Director 
David is a “hands on” business angel in a number of small company start-ups and, until June 2016, was 
Executive Group Property Director for The Daily Mail and General Trust (DMGT), a major UK media company, 
Chairman of DMG Information, ad as a Non-Executive Director for a number of other subsidiaries of DMGT. 

 ▪  

 

David Livesey 
Non-executive Director  

David is Chief Executive of Connells and is credited as being largely responsible for creating some of the 
most successful parts of the business. David has been a Director of Connells Group since 1995, becoming 
Group CEO in 2008. 
 
 

 

George Farha 
Non-executive Director 
George is the Chairman of GSP Group and leads all aspects of strategy across GSP’s portfolio of property 
and business investments. George looks to invest and build value in entrepreneurial ventures worldwide in 
areas as diverse as business intelligence, healthcare, fund management and real estate as well as food and 
beverage services. 
Although based in London, George maintains strong connections around the world, particularly in UAE and 
USA. George is passionate about business and education and has gained qualifications at Harvard Business 
School, UCL, London Business School and Dulwich college. 

  

 

Mark Drysdale 
Non-executive Director 
Mark is a Chartered Surveyor with considerable experience in fund management and asset management. 
He has a proven track record of success across deal origination and execution, intensive asset management, 
capital raising and fund structuring. 

  

 

▪ Mark Witherspoon 
Non-executive Director  

Mark is the former CEO of both Hometrack and UKValuation, and was Strategic Development Director at 
Zoopla. Mark also spent 10 years with Barclays’ retail banking as Head of Strategy & Planning for retail 
banking products. 
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Investment Team   
Hearthstone Asset Management Limited 

Hearthstone Asset Management Limited, under the Property Investment Adviser Agreement, is overseen by Thesis 

Unit Trust Management (“the ACD”), which performs regular audits. 

 

 

Alan Collett, (FRICS) Fund Manager     

• Joined Hearthstone in February 2017. 

• Past President of the Royal Institution of Chartered Surveyors 

• Deputy Chairman and Chairman of the Investment Committee at Hyde Housing Group, a large housing 
association owning and managing nearly 50,000 homes. 

• Member of the NHBC Council, and an Honorary Fellow of the University College of Estate 
Management. 

• Previously Senior Partner of Allsop LLP, one of the country’s leading real estate advisers, a member 
of the leadership team of the RICS, and has advised a number of institutional investors on housing 
investment. Alan was also executive chairman of Allsop Letting and Management, a private sector 
manager of over 10,000 homes. 

 
As Fund Manager Alan has individual and shared responsibility for: 

• Performance of the TM home investor fund, benchmarking these against both the Fund objectives and industry 
benchmarks. Holding formal Investment Committee meetings and recommending acquisitions and sales and deploying the 
resources of the property team to ensure target returns, compliance and Health and Safety objectives are achieved. 
Inspecting all major acquisitions before purchase and regularly reviewing the performance of all Fund assets. 

• Portfolio Construction and daily Liquidity Management 

• Regulatory responsibilities apply externally to compliance with the requirements of the Authorised Corporate Director, the 
FCA and other regulators, and internally to Health and Safety and team training and development. All aspects of the value 
for money provided to investors in the funds managed by Hearthstone is regularly reviewed, including with reference to the 
services provided by third-party suppliers. 

• Maintaining investor relations and assisting the Chief Executive and Head of Business Development with marketing the 
funds and providing relevant comment on the investment and general housing markets for the media. 

 

 

Andrew Smith, (FRICS) Chief Investment Officer 

• Joined Hearthstone in January 2016. 

• Established the institutional property research team at Pearl Assurance which became Henderson 
Global Investors 

• Andrew joined Aberdeen Asset Management’s property team in 2002 and over the next 12 years fulfilled 
a variety of roles, ultimately serving as Global Head of Property. 

• Past Chairman of the Property Investment Forum 

• Served on a variety of Steering groups, including INREV, RICS, and the Bank of England Property 
Forum 

As CIO Andrew has individual and shared responsibility for: 
 

• Research and Strategy and the preparation of the top-down Investment Plan. The Investment Plan is formally reviewed on a 
quarterly basis at the Investment Committee  

• Monitoring the performance of Hearthstone funds against their objectives and investment limits, reviewing periodic valuations 
and investment performance, and approving recommendations for all purchases and sales of fund assets to be proposed to 
the Fund’s ACD and Depository. 

• Review of Portfolio Construction against Fund Objectives 

 
 Investment Manager 

(to join Sept 2019) 

 
The Investment Manager will have the main responsibility for the oversight of the Property Manager 
(Touchstone) and work closely with Alan on property acquisitions and disposals, as well as the day to day 
liquidity management. 

 
Remuneration Principles 

 

Members of the investment team are paid market comparable salaries and are entitled to benefit from an annual 

discretionary incentive package. Factors considered in deciding the level of payment will include: 
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Performance of the property portfolios relative to benchmark and objectives 

▪ Liquidity Management of the Fund 

▪ Governance, Health and Safety and Compliance 

▪ Contribution to the development of the business as a whole 

▪ Achievement of corporate objectives such regulatory and Health and Safety compliance 

 

12.2.1 Thesis Asset Management Limited 
Thesis Asset Management Limited is responsible for the treasury management functions of the TM home investor 
fund. 
 
The Thesis group of companies has over £15.2 billion of funds (as at 28/02/2019) and offers bespoke discretionary 
portfolio management and ‘ready-made’ management solutions for private clients, charities, pension funds and trusts, 
as well as the creation and administration of collective investment vehicles. 
 

12.2.2 Investment Committee   
Hearthstone Asset Management Limited 

The Hearthstone Investments Investment Committee sits on a monthly basis, and formally reports to the Board of 

Hearthstone Asset Management Ltd, which in turn reports to the Board of Hearthstone Investments plc. 

The Investment Committee comprises: 

▪ Alan Collett, Chair 

▪ Andrew Smith, Investment Committee Member 

▪ Cedric Bucher, Investment Committee Member 

▪ Darren Stent, Investment Committee Member 

12.3 Property Manager 

 
Touchstone Corporate Property Services Limited (Touchstone) 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. 

Some key facts about Touchstone: 

▪ Established 1988 - £9.5m turnover, 200 staff, 4 offices as at March 2018 

▪ Manage a network of over 500 independent letting agents 

▪ Over 200 Safecontractor-approved maintenance teams 

▪ Collect over £200m rent from over 20,000 properties on behalf of a large number of corporate clients, 

including   Annington, Barclays, Bovis Homes, British Land, Wellcome and Virgin Money. 

▪ Regulated by RICS and members of ARLA & NALS 

▪ Rent collection rate consistently above 99% 

▪ Occupancy over 96% 

▪ Touchstone has a Management System which is compliant with ISO 14001:2015 (Environmental 

Management Systems) and ISO 50001:2011 (Energy Management Systems). 

Under Hearthstone’s oversight, Touchstone is responsible for the following in respect of the Fund’s property portfolio: 

▪ Letting and tenancy administration 

▪ Rent collection, deposit administration and credit control 

▪ Maintenance, repairs and planned maintenance 

▪ Operational and financial compliance and reporting 
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Touchstone performs a full credit check and other vetting activity around each incoming new tenant, as well as regular 

reviews of KPIs on tenant outcomes. Examples are call centre performance, voids, arrears, and the reasons for voids 

or arrears.  

Hearthstone monitors Touchstone’s activity via a license for their proprietary property management software, Qube. 

The license enables Hearthstone staff to interrogate the Touchstone database in real time. Members of Hearthstone’s 

property team have regular dialogue with Touchstone and conduct a review of the portfolio performance and KPIs with 

them every month.  

To further increase tenant satisfaction and portfolio efficiency, Touchstone has also invested in further Prop-Tech 

software such as “Fixflo” – a market leading repair reporting and tracking tool that tenants can access via PC, mobile 

or tablet. This tool can improve tenants’ experiences and reduce expenditure by: 

▪ providing guidance for tenants on their responsibilities and how they can fix simple problems 

themselves. 

▪ creating detailed reports for agents and contractors, helping to resolve the issue in the first contractor 

visit. 

▪ translating tenant repair requests from 40+ languages into English in seconds. 

Hearthstone has final approval on any associated expenditure, and any work with a cost of over £1,000 needs sign-

off from Hearthstone’s in-house property team. Additionally, Thesis Unit Trust Management Limited, the Fund’s 

Authorised Corporate Director, must approve all items of expenditure above £5,000.
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12.4 Share class summary and platform availability 
 
 

  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% 1% [3] 1% [3] 0.5% [3] 

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

Estimated OCF: 1.70% 2.17% 2.17% 1.57% 1.57% 1.42% 1.42% 1.42% 

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: 
GB00B95V2K
41 

GB00B7L7F4
72 

GB00B44VX3
01 

GB00B95VYK
84 

GB00B96087
95 

GB00B6X90Z
05 

GB00B54N2C
52 

GB00B76WFY
75 

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 

7IM                 

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                 

Standard Life - 
Elevate 

                

Standard Life Wrap                 

Transact                 

True Potential                 

Zurich                 

                  

Key:   = 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.) 

                  

Footnotes:  [1] 3% initial charge (pre-RDR 'bundled charging' share class. Unbundled equivalent is Class C Gross or Class D Net). 

  [2] 1.5% AMC (pre-RDR 'bundled charging' share class. Unbundled equivalent is Class C Gross or Class D Net). 

  [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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12.5 Fund Performance  

12.5.1 Risk v Return 
The retail ‘unbundled’ gross share class (C) was launched on 7th January 2013 and has produced a total return of 44.43 
% as at 29th May 2019.  
 

 

 

 
The characteristics of the asset class and Fund mean we believe that advisers should consider it within client portfolios 

as a complement to commercial property or corporate bonds. It has a proven track record of delivering returns with low 

volatility and with little, or slightly negative, correlation with other asset classes 

The following scatter chart shows the Fund’s volatility/return characteristics over the five years to 31/05/2019 compared 

to core equity, fixed interest, property and cash fund sectors. 

 
Performance has been driven by prudent 
stock selection and asset management 
and, since launch, the Fund has 
outperformed its benchmark, LSL Acadata 
House Price Index. 
.  
The Fund does not invest in the Central 
London market which often has a 
significant impact on many of the headline 
rates of return.  
 
Property acquisitions have been made 
with cash as there is no gearing within the 
Fund. 
 
Whilst the Fund is listed in the IA Property 
Other sector, it is important to note that it 
is the only ‘bricks and mortar’ residential 
property fund in that sector, and most of 
the peer group invest in property related 
equities.  
 
The IA UK Direct Property sector is where 
most of the bricks and mortar commercial 
property funds are located. Although TM 
home investor fund demonstrates a similar 
volatility and ultimate return to those 
funds, its returns have very little 
correlation with commercial property.  
 
All performance charts are shown for 
Class C Gross Retail Accumulation shares 
on a prevailing single price basis* with 
income reinvested. The performance of 
other share/unit classes may vary. Data 
sourced from Hearthstone, Financial 
Express and LSL Acadata. 
 
*On 09-04-2015, the Fund switched from 
dual pricing to a swinging single pricing 
basis with the prevailing single price used 
for performance calculation. Prior to that 
date, the Fund was dual priced, with 
performance calculated on a bid-to-bid 
basis. 
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Whilst the Fund has shown similar returns and volatility to those of the IA UK Direct Property sector over the period, 

those measures alone do not demonstrate its full potential as a diversifier in portfolios: The correlation of the Fund’s 

returns with those of other asset classes must also be considered and, in section 12.5.2 below, data from FE Analytics 

shows that it has low or slightly negative correlation with other asset classes and many of the UK direct commercial 

property funds.  
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12.5.2 Correlation Tables 
The tables below show the correlation over five years to 31/05/2019 for each of the TM home investor fund share/unit 

classes against core Investment Association (IA) fund sectors, and against individual constituents of the IA Property 

Other and IA UK Direct Property sectors. Funds in the two IA property sectors which do not have a five-year history are 

shown as N/A. 

This data supports Hearthstone’s opinion that the Fund can be used to add diversification to balanced portfolios and 

complement existing commercial property/property securities exposure. 

Source of all data: Financial Express Analytics, 31/05/2019 

Key: 

  
Positive correlation 

  
Low correlation 

  
Negative correlation 

 

Table 1: Fund v IA sectors 

 

Unbundled 
Retail 

Feeder 

Class A 
PAIF 

Class B 
PAIF 

Class C 
PAIF 

Class D 
PAIF 

Class E 
PAIF 

Class F PAIF 
Class G 

PAIF 

IA Mixed Investment 
20% 60% Shares -0.15 -0.12 -0.13 -0.12 -0.12 -0.12 -0.12 -0.15 

IA Money Market -0.32 -0.31 -0.31 -0.31 -0.31 -0.31 -0.31 -0.30 

IA North America -0.17 -0.17 -0.17 -0.17 -0.16 -0.17 -0.17 -0.18 

IA Property Other -0.25 -0.24 -0.22 -0.22 -0.22 -0.23 -0.23 -0.24 

IA Sterling Corporate 
Bond -0.38 -0.34 -0.34 -0.34 -0.34 -0.35 -0.35 -0.36 

IA Targeted Absolute 
Return -0.04 0.00 0.00 -0.01 0.00 -0.01 -0.01 -0.04 

IA UK All Companies -0.07 -0.05 -0.06 -0.06 -0.05 -0.06 -0.05 -0.08 

IA UK Gilts -0.34 -0.32 -0.31 -0.30 -0.31 -0.32 -0.32 -0.32 

IA UK Direct Property 0.16 0.17 0.18 0.17 0.17 0.17 0.16 0.16 
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Table 2: Fund v IA Property sector constituents 

  

Unbundled 
Retail 

Feeder 

Class A 
PAIF 

Class B 
PAIF 

Class C 
PAIF 

Class D 
PAIF 

Class E 
PAIF 

Class F 
PAIF 

Class G 
PAIF 

Aberdeen European Property 
Share I Acc 

-0.23 -0.19 -0.19 -0.18 -0.19 -0.20 -0.20 -0.22 

Aberdeen Property Share I Acc -0.18 -0.14 -0.15 -0.14 -0.15 -0.15 -0.15 -0.18 

Aberdeen UK Property I Acc 0.17 0.20 0.20 0.20 0.19 0.19 0.18 0.16 

Aviva Inv UK Property 2 Acc 0.19 0.18 0.19 0.18 0.17 0.18 0.18 0.22 

AXA World Funds Framlington 
Global Real Estate Securities F 
Cap EUR 

-0.26 -0.24 -0.23 -0.22 -0.24 -0.23 -0.24 -0.25 

Barclays GlobalAccess Global 
Property Securities M Acc EUR 

-0.23 -0.22 -0.21 -0.21 -0.21 -0.21 -0.22 -0.22 

BMO European Real Estate 
Securities B Acc GBP 

-0.24 -0.21 -0.20 -0.20 -0.20 -0.21 -0.21 -0.24 

BMO Global Real Estate 
Securities 3 Acc 

-0.34 -0.32 -0.31 -0.30 -0.31 -0.32 -0.32 -0.33 

BMO Property Growth & Income 
I Acc 

-0.19 -0.16 -0.17 -0.16 -0.17 -0.17 -0.18 -0.19 

BMO UK Property 2 Inc 0.08 0.10 0.10 0.09 0.10 0.10 0.09 0.08 

Commercial Long Income PAIF 
A Gr Acc 

N/A N/A N/A N/A N/A N/A N/A N/A 

Fidelity Global Property W Acc -0.31 -0.29 -0.28 -0.27 -0.28 -0.28 -0.28 -0.29 

First State Asian Property 
Securities B GBP Acc 

-0.12 -0.12 -0.10 -0.10 -0.11 -0.11 -0.11 -0.10 

First State Global Property 
Securities B GBP Acc 

-0.31 -0.29 -0.28 -0.27 -0.28 -0.28 -0.29 -0.30 

Freehold Income Authorised A 
Gr Acc 

0.44 0.44 0.43 0.42 0.43 0.42 0.42 0.41 

HC Charteris Property A Acc -0.14 -0.10 -0.12 -0.10 -0.11 -0.12 -0.11 -0.13 
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Unbundled 
Retail 
Feeder 

Class A 
PAIF 

Class B 
PAIF 

Class C 
PAIF 

Class D 
PAIF 

Class E 
PAIF 

Class F 
PAIF 

Class G 
PAIF 

HSBC Global Property 
C Acc 

-0.35 -0.34 -0.33 -0.32 -0.33 -0.33 -0.34 -0.34 

iShares Global 
Property Securities 
Equity Index (UK) D 
Acc 

-0.34 -0.32 -0.31 -0.30 -0.31 -0.31 -0.31 -0.32 

Janus Henderson 
Horizon Asia-Pacific 
Property Equities H2 
Acc USD 

-0.06 -0.06 -0.05 -0.05 -0.06 -0.06 -0.06 -0.05 

Janus Henderson 
Horizon Global 
Property Equities H2 
Acc USD 

-0.28 -0.27 -0.26 -0.26 -0.26 -0.26 -0.27 -0.27 

Janus Henderson 
Horizon Pan European 
Property Equities H2 
Acc EUR 

-0.20 -0.16 -0.17 -0.16 -0.17 -0.17 -0.18 -0.20 

Janus Henderson UK 
Property PAIF I Acc 

0.13 0.14 0.13 0.14 0.13 0.13 0.13 0.12 

Kames Property 
Income B Gr Acc 

0.19 0.20 0.19 0.19 0.20 0.19 0.19 0.17 

Kempen (Lux) Global 
Property AN 

N/A N/A N/A N/A N/A N/A N/A N/A 

L&G Global Real 
Estate Dividend Index 
I Acc 

N/A N/A N/A N/A N/A N/A N/A N/A 

L&G UK Property I 
Acc 

0.04 0.07 0.06 0.06 0.06 0.05 0.05 0.03 

LF Canlife UK 
Property ACS I Acc 

N/A N/A N/A N/A N/A N/A N/A N/A 

M&G Property 
Portfolio I Acc GBP 

0.19 0.19 0.20 0.19 0.19 0.20 0.19 0.18 

MGTS St Johns High 
Income Property R 
Acc 

0.11 0.12 0.12 0.12 0.12 0.12 0.12 0.13 

Morg Stnly Global 
Property IX USD GBP 

-0.29 -0.28 -0.26 -0.26 -0.26 -0.27 -0.27 -0.28 

Premier Pan European 
Property Share C Acc 

-0.23 -0.20 -0.21 -0.20 -0.20 -0.21 -0.21 -0.24 

Principal GIF Global 
Property Securities I 
Acc USD 

-0.27 -0.25 -0.25 -0.24 -0.25 -0.25 -0.26 -0.26 
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Unbundled 
Retail 
Feeder 

Class A 
PAIF 

Class B 
PAIF 

Class C 
PAIF 

Class D 
PAIF 

Class E 
PAIF 

Class F 
PAIF 

Class G 
PAIF 

Quilter Investors 
Global Property 
Securities R Portfolio 
Hedged Inc GBP 

-0.36 -0.34 -0.34 -0.33 -0.34 -0.34 -0.35 -0.36 

Royal London 
Property Inc 

0.28 0.27 0.28 0.28 0.27 0.28 0.28 0.26 

Sarasin IE Global Real 
Estate Equity P Acc 

-0.31 -0.30 -0.28 -0.27 -0.29 -0.29 -0.29 -0.30 

Sarasin IE Sustainable 
Global Real Estate 
Equity P Acc 

-0.21 -0.20 -0.20 -0.19 -0.20 -0.20 -0.21 -0.21 

Schroder Global Cities 
Real Estate Income Z 
Acc 

-0.35 -0.34 -0.33 -0.32 -0.33 -0.33 -0.33 -0.34 

Schroder Global Cities 
Real Estate Z Acc 

-0.36 -0.34 -0.33 -0.33 -0.34 -0.34 -0.34 -0.35 

Scottish Widows 
HIFML UK Property I 

-0.18 -0.16 -0.16 -0.16 -0.17 -0.16 -0.18 -0.17 

Scottish Widows 
Multi-Manager Global 
Real Estate Securities 
B Acc GBP 

-0.35 -0.33 -0.32 -0.31 -0.32 -0.32 -0.33 -0.34 

SKAGEN SKAGEN m2 
A GBP 

-0.31 -0.28 -0.27 -0.27 -0.27 -0.28 -0.28 -0.29 

Social Long Income 
PAIF A Gr Acc 

N/A N/A N/A N/A N/A N/A N/A N/A 

Standard Life 
Investments Global 
Real Estate Ret 
Platform 1 Acc 

-0.25 -0.25 -0.25 -0.24 -0.24 -0.25 -0.23 -0.24 

Standard Life 
Investments Global 
REIT Ret Platform 1 
Acc 

-0.27 -0.26 -0.26 -0.25 -0.26 -0.26 -0.27 -0.28 

Standard Life 
Investments UK Real 
Estate Platform 1 Acc 

0.13 0.14 0.14 0.13 0.13 0.14 0.13 0.13 

Threadneedle UK 
Property Authorised 
Investment INI GBP 

0.15 0.14 0.15 0.14 0.15 0.15 0.14 0.15 

VT Redlands Property 

Portfolio A GBP N/A N/A N/A N/A N/A N/A N/A N/A 

 

Funds showing N/A do not have a 5-year track record as at 31/05/2019 
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13 Operating Model of the PAIF & Feeder Fund 
Role Company Name Address 
Authorised Corporate Director  Thesis Unit Trust Management Limited Exchange Building 

St John’s Street 
Chichester 
West Sussex 
PO19 1UP 
 

Unit Trust Manager 
 

Thesis Unit Trust Management Limited Exchange Building 
St John’s Street 
Chichester 
West Sussex 
PO19 1UP 
 

Depositary NatWest Trustee & Depositary Services Limited Drummond House 
Second Floor 
1 Redheughs Avenue 
Edinburgh  
EH12 9RH 
 

Administrators Northern Trust Company  
 

50 Bank Street  
Canary Wharf  
London  
E14 5NT 
 

Registrar Northern Trust Global Services Limited 50 Bank Street  
Canary Wharf  
London  
E14 5NT 
 

Legal Advisers to the ICVC and 
Authorised Unit Trust 

Eversheds Sutherland LLP  
 

One Wood Street  
London  
EC2V 7WS 
 

Auditors Grant Thornton UK LLP 30 Finsbury Square  
London  
EC2P 2YU  
 

Standing Independent Valuer CBRE  
 

St Martin’s Court, 10 Paternoster Row, 
London  
EC4M 7HP 
 

Property Manager Touchstone Corporate Property Services Limited  2 Crescent Office Park  
Clarks Way  
Bath  
BA2 2AF 
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14 External research resources 

14.1 Organisation 14.2 Description 14.3 Research page and items of specific interest 
LSL Acadata Acadata Ltd is a research-based 

consultancy practice, focused upon the 
housing market. 

http://www.acadata.co.uk/ 

Monthly House Price Index news releases   

Savills 
  

Savills plc is a global real estate services 
provider. 

http://www.savills.co.uk/research/uk/residential-research.aspx 

Residential Property Focus (quarterly)  

Knight Frank 
  

Independent, global real estate 
consultancy 

http://www.knightfrank.co.uk/research/reports/results.aspx  

Royal Institution of 
Chartered Surveyors 
  

  http://www.rics.org/uk/knowledge/research 

UK Economy and Property Market Chartbook  

UK Residential Market Survey  

Federation of Master 
Builders 
  

The FMB is the UK's largest trade 
association in the building industry. 

www.fmb.org.uk/news-publications 
  
State of the Trade Survey  

Office for National 
Statistics 
  

The Office for National Statistics (ONS) is 
the UK’s largest independent producer of 
official statistics. 

https://www.ons.gov.uk/  
(use the filter to narrow the search – e.g. ‘housing’, ‘mortgages’, etc.) 

• Index of Private Housing Rental Prices  
• House Price Index  
• Output in the Construction Industry  
• Migration Statistics Quarterly Report  

British Property 
Federation 
  

The BPF is the membership organisation 
for the UK real estate industry. 

http://www.bpf.org.uk/media 
Investing in residential property – a BPF guide for asset allocators  
  

Property Industry 
Alliance  

The Property Data Report is produced by 
the Property Industry Alliance annually, 
and sets out key facts about commercial 
property, a sector that makes up a 
significant part of the UK economy. 

https://propertyindustryalliance.org/property-data-report/ 
 
 
  

The Association of 
Residential Letting 
Agents 

ARLA is a UK professional body for letting 
agents. 

http://www.arla.co.uk/info-guides/ 

LSL Property Services 
  

A UK provider of 
Estate Agency and Related Services; and 
Surveying and Valuation Services 

http://www.lslps.co.uk/news/market-intelligence 
 

• LSL Buy to Let Index  
• Landlord Survey  

Bank of England The UK’s central bank. Home of the 
Monetary Policy and Financial Policy 
committees 

https://www.bankofengland.co.uk/news 
 

• Quarterly Inflation Report  
• Monetary Policy Committee minutes  
• Financial Stability Report  
• Mortgage lending statistics 

Home Builders 
Federation 

HBF members deliver around 80% of the 
new homes built each year. 

https://www.hbf.co.uk/library/publications-reports-home-builders-
federation/ 
 

• Housing Pipeline Report (published quarterly)  
• Economic Footprint of UK House Building 

(July 2018 https://www.hbf.co.uk/news/economic-footprint-
uk-house-building-july-2018/)  

HM Land Registry The government department created in 
1862 which safeguards land and property 
ownership across England and Wales. 

• This guide compares the source data, index and methods of the 
different house price index measures and highlights their relative 
strengths and limitations. 

• https://www.gov.uk/government/publications/about-the-uk-house-
price-index/comparing-house-price-indices-in-the-uk 

 
 
This communication is for investment professionals only and should not be distributed to or relied upon by retail clients. It is only intended 
for use in jurisdictions where the relevant funds are authorised for distribution or where no such authorisation is required. 
 

Literature approved for use with retail clients is available on request, or can be downloaded from the website www.homeinvestor.fund  
 

This document is not a prospectus, invitation to invest or advice. 
 

Hearthstone Investments PLC is the parent company of the Hearthstone Investments Group. Regulated business is carried out by Hearthstone 
Asset Management Limited. 
 
Hearthstone Asset Management Limited is an appointed representative of Thesis Asset Management Limited which is authorised and regulated by 
the Financial Conduct Authority (114354). 
 
This financial promotion has been approved for the purposes of Section 21 of the Financial Services and Markets Act 2000 in the United Kingdom by 
Thesis Asset Management Limited. 

http://www.acadata.co.uk/
http://www.savills.co.uk/research/uk/residential-research.aspx
http://www.knightfrank.co.uk/research/reports/results.aspx
http://www.rics.org/uk/knowledge/research
http://www.rics.org/uk/knowledge/market-analysis/uk-economy-and-property-market-chart-book/
http://www.rics.org/uk/knowledge/market-analysis/rics-residential-market-survey/
http://www.fmb.org.uk/news-publications
http://www.fmb.org.uk/news-publications/state-of-trade-survey/
https://www.ons.gov.uk/
http://www.bpf.org.uk/media
http://www.bpf.org.uk/sites/default/files/resources/Investing%20in%20residential%20property%20%E2%80%93%20a%20BPF%20guide%20for%20asset%20allocators.pdf
https://propertyindustryalliance.org/property-data-report/
http://www.arla.co.uk/info-guides/
http://www.lslps.co.uk/news/market-intelligence
https://www.bankofengland.co.uk/news
https://www.hbf.co.uk/library/publications-reports-home-builders-federation/
https://www.hbf.co.uk/library/publications-reports-home-builders-federation/
https://www.hbf.co.uk/news/economic-footprint-uk-house-building-july-2018/
https://www.hbf.co.uk/news/economic-footprint-uk-house-building-july-2018/
https://www.gov.uk/government/publications/about-the-uk-house-price-index/comparing-house-price-indices-in-the-uk
https://www.gov.uk/government/publications/about-the-uk-house-price-index/comparing-house-price-indices-in-the-uk
http://www.homeinvestor.fund/

