
TwentyFour Income Fund

TwentyFour Income Fund Limited is managed by TwentyFour Asset Management LLP and is a non-cellular company limited 
by shares incorporated in Guernsey and registered as a Registered Closed-ended Collective Investment Scheme with the Guernsey 
Financial Services Commission. Its shares are traded on the Main Market of the London Stock Exchange.

Market Outlook & Strategy
September will again be dominated by the central banks, with the ECB meeting on the 8th, where, 
it has been speculated the rules on sovereign bond purchases could be relaxed.  Following this, 
we have the BoE meeting on the 15th and finally the FOMC meeting on the 21st, where an 
interest rate rise, although probably unlikely at this stage, is still a live possibility.  With the markets 
being very much driven by technical factors, particularly the QE programs at the ECB and BOE, 
any surprises from these meetings would likely have a large bearing on the performance for the 
month, and therefore the key economic data from the US will be under considerable scrutiny in 
the run-up to the FOMC meeting.
We expect to see a pick-up in new issuance given the market stability and tighter pricing. Demand 
remains buoyant but the risk of oversupply and indigestion is always a risk and hence sentiment 
may become guarded if new issue flow picks up too quickly. It will be interesting to see how 
yields react, but with very little or no yield available at the “risk free” level and income in such 
strong demand, any significant cheapening is unlikely, unless the markets experience an economic 
surprise or geopolitical event.          
In ABS, we expect to see a relatively busy next quarter with a number of deals finally coming 
to market that had been expected earlier in 2016 were it not for the significant market volatility 
seen firstly in Q1 and then later as reaction to the EU referendum result.  These include a broad 
range of asset classes, including both traditional bank originated RMBS and a number of deals from 
the non-banks sector, as well auto-loan transactions, consumer assets including credit cards, and 
rumours of further deals from the emerging marketplace lending sector.  A number of these have 
already been flagged as we enter September and are under consideration.
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Top 10 Holdings
Security Sector WAL % of Total
CBFLU 1 BTL RMBS 1.82 3.54%
LUSI 5 Prime RMBS 6.78 3.14%
AIREM 2004-1 BTL RMBS 0.04 2.76%
AURUS 2016-1 Consumer ABS 0.93 2.75%
WARW 1 NC RMBS 3.79 2.72%
TPMF 2016-GR1 Prime RMBS 2.63 2.22%
MPS 3 NC RMBS 5.77 2.14%
AMF 2015-1 BTL RMBS 1.85 2.10%
INTS 3 Prime RMBS 0.15 1.97%
CADOG 3 CLO 1.86 1.90%
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Portfolio Commentary
The main focus during the first half of the month were the Hawksmoor (Vintage UK Non-
conforming mortgages from GE Money) and Aurus (Dutch Consumer loans from Qander) 
deals, both of which priced at attractive levels, and with the latter providing a rare opportunity to 
invest in the sector.  Towards the end of the month the Portfolio Managers were busy investing 
the proceeds of the £48mm placing, which have been put to work across UK RMBS (including a 
further investment into an existing bridging and development loans warehouse - essentially BTL 
risk - at a very attractive yield for a short maturity, which will settle in early September), along with 
CLOs and some Portuguese RMBS, broadly in line with the existing portfolio. 
Performance during the month was strong, as cash was reduced into the stronger market, with 
a slightly elevated balance retained in anticipation of new deals in September. CLOs led the 
way in terms of positive gains, with UK Non-conforming mortgages and Portuguese RMBS also 
performing well. Over the month the Fund returned 1.98% with volatility remaining low at 5.41%. 
The gross yield at month end decreased to 7.37%.

Market Commentary
August was very much dominated by central banks, firstly the BoE and later, the Fed, which resulted in 
a busy technical rally over what is generally a quiet month for markets.
The month kicked off with a bang on the 4th August when the BoE announced a round of stimuli that 
surprised even the most expectant commentators.  To summarise the package: base rates were cut by 
25bp to 0.25%, gilt purchases were increased by an additional £60bn to £435bn, a £10bn Corporate 
Bond Programme was created and a bank Term Funding Scheme (“TFS”) was introduced which will 
provide funding for banks at levels close to base rates – giving them little excuse for not passing on the 
rate cuts.  In addition to this, governor Mark Carney announced the likelihood of rates being cut further, 
to just 0.10%, later in the year. He also had encouraging words for UK banks worried about net interest 
margins, by stating that he was “not a fan of negative interest rates” and the BoE had other options 
available. Unsurprisingly, UK markets reacted very positively to the new package, with both equities and 
fixed income rallying strongly, although sterling headed for new lows, with ‘cable’ reaching a low point of 
1.287 mid-month, before bouncing back to a month end level of 1.314. 
Meanwhile in the US, the Senior Loan Officers Opinion Survey opened the month, suggesting the 
credit environment remains robust, with strong demand and an ongoing willingness to lend in most 
areas, albeit with a moderate level of tightening.  With the US economy being widely regarded as closest 
to the end of it credit cycle, this provided support for bulls, particularly as geographically the US remains 
the provider of the majority of available yield across global markets. 
On the 17th, attention turned to the release of the July FOMC minutes, which revealed a dovish tone 
as they “likely have ample time to react if inflation rose more quickly than they currently anticipated”.  
However, these minutes are a lagging indicator and by the time they were released, several members 
had already begun to talk up the expectation of future interest rate rises, and with this back on the 
agenda, attention turned to the Jackson Hole symposium on 27th, where Fed Chair Janet Yellen was 
scheduled to speak. As ever, she stuck to the script and gave no further guidance to market watchers, 
and whilst the September 21st meeting is now seen as a “live” event again, most expectations for the 
next hike continue to be in December with a 60% probability. 
In Europe, there was little to consider from the ECB and with negotiations between the EU and the UK 
yet to start and economic data in line with expectations for the most part, there were few headwinds 
to the ongoing credit rally.  In Spain, former Prime Minister Mariano Rajoy is again attempting to form a 
government, following the second general election, which also proved inconclusive.  If the next round of 
voting on the 2nd of September also fails, then a 3rd election is likely – which will be held on Christmas 
day – and a further delay in the formation of a workable government could be seen as detrimental to 
the health of the economy.  In Italy, concerns surrounding the health of the banking system were more 
subdued but the referendum later in the year is likely to weigh on Italian markets as we approach Q4. 
The European ABS market had a relatively busy month given that August is traditionally the quietest 
of the year, with a small pickup in primary issuance in comparison to July, including a £2.25bn RMBS 
deal comprising vintage UK mortgages from GE Money (Hawksmoor) which was materially 
oversubscribed, despite the significant size of the deal. In addition there was also a rare new issue 
Dutch consumer loan deal.  
The secondary ABS market was also relatively busy, with spread performance across the board, 
benefiting from the significant positive market sentiment.  In the UK this was particularly driven by 
the BoE’s introduction of the new TFS, as mentioned above.  This has prompted consideration of a 
potential supply squeeze from the banks as they turn further to cheap central bank funding rather than 
capital markets, in something of a repeat of the pattern seen in 2012 following the BoE’s Funding for 
Lending Scheme (“FLS”).  Whilst it is expected that UK banks and building societies will reconsider the 
volume of their RMBS and other wholesale funding issuance programmes in the near term it’s unlikely, 
as was the case following the FLS, that they will abandon them in the entirety as they will want to keep 
investors onside for further issuance in the longer term.  In addition, this will open the door for more 
opportunities for non-bank lenders to encroach on the banks’ marketplace and we have already heard 
soundings from a number of players of deals in the pipeline.  
Furthermore, the supply situation in the UK has been exacerbated by the exercise of the call option 
on the publicly held tranches of the former Bradford & Bingley’s Aire Valley BTL transaction – this 
represents approx. £3bn of securities, and further tightens the price tension.  However, despite this 
recent strong performance, on a rating for rating basis, yields on European ABS still remain materially 
cheaper than corporate credit.



FOR FINANCIAL ADVISERS AND INSTITUTIONAL/PROFESSIONAL INVESTORS ONLY. NO OTHER PERSONS SHOULD RELY ON THE INFORMATION CONTAINED WITHIN THIS 
DOCUMENT. Please note the views, opinions and forecasts expressed in this document are based on TwentyFour’s research, analysis and house views at the time of publication. No recommendations
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(l) The Gross Purchase Yield of a bond is the return a bond earns on the price at which it was purchased if held to maturity.

TwentyFour Asset Management LLP is able to assist those institutional clients who require it with meeting their Solvency II obligations. In particular, TwentyFour Asset Management LLP will make all 
reasonable endeavours to comply with the Solvency II Regulations 2015 Article 256. Please contact the Compliance Department at compliance@twentyfouram.com for more information.

TwentyFour Asset Management LLP is a Limited Liability Partnership incorporated in England under Partnership No. OC335015 with its registered office at 24 Cornhill, London EC3V 3ND and is 
authorised and regulated in the UK by the Financial Conduct Authority, FRN No.481888.

Fund Objective

The Fund aims to generate attractive risk adjusted 
returns principally through income distributions.

Investment Approach

The Fund will invest in a diversified portfolio of UK 
and European Asset Backed Securities. Uninvested 
cash or surplus capital or assets may be invested on 
a temporary basis in cash and/or a range of assets 
including money market instruments and government 
bonds.  Efficient portfolio management techniques 
will be employed such as currency hedging, interest 
rate hedging and the use of derivatives such as credit 
default swaps to mitigate market volatility.

In the event that investors elect to realise all or 
part of their shareholdings in the Fund pursuant to 
the realisation election on the 3rd anniversary of 
the admission of the Fund’s shares to the London 
Stock Exchange, the Fund will split its portfolio into 
two pools and realise the assets comprised in the 
realisation pool on a timely basis in accordance with 
an orderly realisation programme with the aim of 
making progressive returns of cash to the relevant 
investors as soon as practicable.

This is only a summary; details of the 
Fund’s investment policy, including 
investment restrictions, are set out in 
the Prospectus.

The Fund currently conducts its affairs so that the 
shares issued by it can be recommended by IFAs 
to ordinary retail investors in accordance with the 
FCA’s rules in relation to non-mainstream investment 
products and intends to continue to do so for the 
foreseeable future. 

The shares are excluded from the FCA’s restrictions 
which apply to non-mainstream investment products 
because the Fund would qualify as an investment 
trust if the Fund was based in the UK.

Share Codes

TIDM: TFIF
SEDOL: B90J5Z9
ISIN: GG00B90J5Z95

Fund Facts
Type of Fund Closed-ended investment fund

Listing and Trading UKLA Official List; LSE Main Market

Launch Date 6 March 2013

Launch Price 100p per Ordinary Share

Current Price per Share 111.00p

Current NAV per Share 108.48p

Premium / (Discount) to NAV 2.33%

Market Capitalisation  £418.8m

Shares in Issue 377m

Dividend Quarterly from 1 July 2013

Dealing Daily during LSE opening hours

NAV Calculation As of the last business day of each week and each month

Currency £ denominated

ISA and SIPP Eligible Yes

Realisation Election  On or before 6 March 2016

Technical Information
Investment Manager TwentyFour Asset Management LLP

Board of Directors Fully Independent

Administrator / Custodian Northern Trust

Broker Numis Securities

Auditor PricewaterhouseCoopers

Management Fee 0.75% of lower of market cap or NAV

Estimated Ongoing Charge Ratio* 0.98%*

Lead Fund Managers

Robert Ford
Partner with 29 
years’ experience.

Ben Hayward
Partner with 18 
years’ experience.

Aza Teeuwen
Partner with 9 years’ 
experience.

Douglas Charleston
Portfolio Manager 
with 9 years’ 
experience.

*As at 30/09/2015. Further information on fund charges and costs are included on the Fund’s 
website at www.twentyfouram.com/funds-and-services

Further Information

TwentyFour AM

John Magrath

Tel. 020 7015 8912

john.magrath@twentyfouram.com

Numis Securities

Chris Gook

Tel. 020 7260 1378

c.gook@numis.com


