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Disclaimer

CG Asset Management Limited (“CGAM”) is authorised and regulated by the Financial Conduct Authority to carry on regulated activities in the United

Kingdom.

The information contained in this document has been prepared by and is the sole copyright of CGAM.

No representation is being made that the fund or any other fund or account will or are likely to achieve profits or losses similar to those shown and, as

with any investment, there is a possibility of profit as well as the risk of loss. Past performance is not indicative of future results.

The information contained in this Document is not investment, tax, accounting or legal advice and does not take into consideration the investment

objectives, financial situation or particular needs of the recipient. Investing entails certain risks, including the possible loss of the entire principal amount

invested. The recipient of this Document should seek its own financial, tax, accounting and legal advice in connection with any proposed investment.

No representation or warranty is made or given by CGAM or any of its members, officers, employees or affiliates as to the accuracy, completeness or

fairness of the information contained in this Document. No responsibility or liability is accepted for any such information. The information in this

Document has not been independently verified and is subject at all times to the conditions, caveats and limitations described in this Document. All

opinions, projections and estimates constitute the judgment of CGAM as of the date of this Document and are subject to change without notice. The

delivery of this Document at any time subsequent to the date of this Document will not under any circumstances create an implication that the

information contained herein is correct as of any time subsequent to such date. No reliance may be placed for any purpose whatsoever on the

information contained in this Document or on its completeness. Any risk guidelines referred to herein are internal risk guidelines and are subject to

change by CGAM without notice to investors.

This document is not intended to be distributed in any jurisdiction where such distribution is not permitted by the local law. Without prejudice to the

generality of the foregoing, this document is not intended, and should not be construed as, marketing of any alternative investment fund for the

purposes of any legislation implementing EU Directive 2011/61/EU on Alternative Investment Fund Managers in any member state of the EEA.

The information contained in this document has not been approved by the UK Financial Conduct Authority or any other regulatory authority, nor has any

regulatory authority passed upon the accuracy or adequacy of this Document.



Why Index-Linked?
Preserving purchasing power
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Why index-linked?

Index-linked bonds are an essential building block of any multi-asset portfolio

Protect purchasing power

UK Linkers held to maturity guarantee growth 

in investors’ purchasing power

Protect against financial repression

Index-linked are the only asset which reliably 

protect investors against financial repression

Low / negative correlation to risk assets

Believe negative correlation of index-linked bonds 

to equities more enduring than to normal bonds

Historic outperformance vs nominals

Linkers have historically outperformed 

nominals. We expect this outperformance to 

continue

Perform well over wide range of scenarios

Indexed-linked are the closest thing to ‘all 

weather’ investments

Benefit from regime change

We believe we are entering a new environment 

characterised by elevated inflation
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Why index-linked?
The historical impact of unanticipated inflation on asset prices has been 
broadly negative - including those that are deemed to be real

Source: Credit Suisse Global Investment Returns Yearbook 2012, Dimson and Marsh

Real Return vs. Inflation 1900-2011
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For a variety of reasons 
reviewed here, inflation tends to 
raise investors’ required real rate 
of return on equity and to lower 
real capital income for tax-related 
reasons. As a result there is a 
strong negative correlation 
between inflation and real and 
nominal stock prices.

John Tatom, Nov 2011
Inflation and Asset PricesRegression of annual real return vs. same-year inflation across 19 developed countries
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Why index-linked?

Source: Bloomberg Finance L.P., CGAM
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Annual return – UK Index-Linked vs. UK Equities (%)

Historically, UK index-linked have had low correlation with UK risk assets 
and offer excellent diversification to them
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Why index-linked?
Index-linked bonds have outperformed nominal bonds since the turn of the 
century. We believe this outperformance will continue

Source: Bloomberg Finance L.P.
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Why index-linked?
Index-linked bonds are the most reliable protector against financial 
repression / stagflation

High 
Growth

Low 
Growth

High 
Inflation

Low 
Inflation

Growth / Recovery

Equities do well

Index-linked do poorly

Inflationary Boom

Equities and commodities do well

Index-linked perform reasonably

Recession / Depression

Nominal bonds do well

Index-linked perform reasonably

Stagflation / Financial Repression

Index-linked perform well

Equities and nominal bonds do badly.
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Why index-linked?
…and they look set to perform in either of the most likely scenarios that the 
UK economy might face

High 
Growth

Low 
Growth

High 
Inflation

Low 
Inflation

Growth / Recovery

Equities do well

Index-linked do poorly

Inflationary Boom

Equities and commodities do well

Index-linked perform reasonably

Recession / Depression

Nominal bonds do well

Index-linked perform reasonably

Stagflation / Financial Repression

Index-linked perform well

Equities and nominal bonds do badly
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Why index-linked?
The UK has experienced prolonged elevated inflation – even relative to other 
developed economies – and core inflation persists at challenging levels

Source: Bloomberg Finance L.P., Office for National Statistics.

Headline inflation in the UK, US and EU (YoY, %) UK Core CPI (YoY, %)
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Why index-linked?
…and there are several indicators to suggest that UK inflation will be stickier 
than markets expect

Source: Bloomberg Finance L.P., Office for National Statistics

UK Average Weekly Earnings Growth (3m avg, YoY, %) UK Housing Rental Growth (Actual Rents) (YoY, %)
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Why index-linked?
We believe that the disinflationary era that has characterised the last 25 years 
has come to an end

Globalisation Unwind Energy Transition War / Defence Capital vs. Labour

• Deflationary tailwind of 

globalisation diminishing as 

China wages approach those of 

developed economies

• Reshoring will increase costs

• Significant capex required to 

bring about reshoring will be 

inflationary

• Energy transition will require 

massive capital investment

• Likely to generate a shortage 

of key materials notably 

copper and other metals

• Requires decommissioning of 

otherwise productive assets

• Defence spending will rise 

globally in response to Russian 

war in Ukraine

• Trade will continue to flow along 

political rather than economic 

lines

• Massive rebuilding programme 

for Ukraine will be required

• Labour share of GDP has 

been falling

• Unionisation and union 

assertiveness is rising in 

response to recent inflation



Why now? Why active management?
Attractive real yields
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Why now? Why active management?
UK index-linked bonds have gone from being uninvestable to good value in 
the space of 18 months…

Source: Bloomberg Finance L.P.
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10 Year Real Yields – by jurisdiction (%)

Why now? Why active management?

…and the yields compare favourably with other high-quality jurisdictions

Source: Bloomberg Finance L.P.
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UK Linkers

Why now? Why active management?
Passive UK index-linked bond funds don’t meet the needs of individuals due 
to the long duration of the Index

1. UK Index-Linked Index refers to Bloomberg UK Govt Inflation-Linked  All Maturities Total Return Index
Source: Bloomberg Finance L.P.

16.6

5.3

UK Index Linked Index CGAM Target Duration

44% Peak to 

trough fall

UK Index-Linked total return index1) UK Index-Linked Index duration (years)
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Why now? Why active management?

The shape of the yield curve is driven in part by non-fundamental factors which 
creates opportunities for active management

Source: Bloomberg Finance L.P.
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UK index-linked yield curve



Why CG Asset Management?
A focussed boutique
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CGAM has a long pedigree of investing in index-linked bonds

CGAM manages £2.4bn in index-linked bonds across 8 jurisdictions, including £500m in UK index-linked.

CGT first purchases 
UK Linkers

1992

1998

CGT first purchases 
US TIPS

Real Return Fund 
launched

2004

2010

Dollar Fund 
launched 

Hedged Dollar Fund 
launched

2016

Why CG Asset Management?
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Dollar Fund – Performance since inception

Our existing index-linked funds have outperformed their benchmarks since 
their inception, and we manage more than £2.4 bn in index-linked globally

Source: Bloomberg Finance LP, Northern Trust 

Why CG Asset Management?

Real Return – Performance since inception
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Why CG Asset Management?

Our holdings of UK linkers have dramatically outperformed the index in recent 
years

CG Actual represents performance of CGAM UK index linked holdings within Capital Gearing Trust. Index refers to Bloomberg UK Govt Inflation-Linked  All Maturities Total Return Index. Please note these analyses are 
theoretical and should be construed in that light.
Source: Northern Trust, Bloomberg Finance L.P., CGAM

CG Performance – UK Linker Holdings
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Why CG Asset Management?
The fund is forecast to have the joint lowest TER of UK actively managed 
index-linked gilt funds

CGAM TER is a forecast, actual TER may differ from this
Source: Morningstar
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Fund details

* Based on current portfolio at launch, actual portfolio composition and characteristics may vary significantly from this

Fund Name CG UK Index-Linked Fund

ISIN IE000ZSVG218

Min Investment £100,000 (waived at director’s discretion)

Administrator Northern Trust

Auditor Ernst & Young

Manager MJ Hudson Fund Management 

(Ireland) Limited

Investment Manager CG Asset Management Limited

Legal Adviser McCann Fitzgerald

Management Fee 0.15%

Total expense ratio* 0.25%

Fund Size* £500 k

Fund holdings UK govt. index linked bonds

No. of holdings* 7 launch / 16 target

Portfolio Real Yield* 0.8%

Portfolio Duration* 4.9 years

Fund Structure Irish UCITS fund, regulated by Central Bank of 

Ireland, recognised by the Financial Conduct 

Authority. UK reporting status will be sought 

after launch

Fund Characteristics:



IR@cgasset.com

+44 20 3906 1637

20 King Street, London, EC2V 8EG

www.cgasset.com
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