
Defensive Capital Fund: Meeting selectors’ requirements

TAR fund selection: four key criteria

Brooks Macdonald, on behalf of their Defensive Capital Fund 
(DCF), has been working with fund selectors to understand 
their key focus when selecting Targeted Absolute Return (TAR) 
funds.

At a recent Citywire conference, during Brooks Macdonald’s 
feedback session with leading fund selectors, the message 
from them was very clear, selectors focus on the following 
four factors: absolute performance, risk-adjusted performance 
(with preferred measure being Sharpe ratio), consistency and 
competitive charges.

The focus on both performance measures makes sense: excess 
focus on Sharpe ratios alone can lead to funds that provide low 
total returns. While focus on total return in isolation, without 
risk-adjusting ratios, may lead selectors to funds with too 
much volatility and hence scope for large losses. The ability to 
consistently provide returns over the short, medium and longer 
term, and with competitive pricing, is also strongly preferred.

 9 Absolute performance
 9 Risk-adjusted performance
 9 Consistency
 9 Competitive charges

Risk-return profile

In the following scatter charts, based on return and volatility, the Defensive Capital Fund, represented as the blue square, is 
compared with all other TAR sector funds. It is clear that DCF has consistently delivered both strong performance and strong risk-
adjusted performance over these periods and is 1st quartile for both measures over both periods.

The Defensive Capital Fund in context

As demonstrated in the following charts, the Defensive Capital 
Fund provides a powerful combination of performance, risk-
adjusted performance, consistency and value. It has repeatedly 
delivered top quartile performance and Sharpe ratios since its 
inception in March 2010.

 9 1st quartile performance over 1, 3 and 5 years
 9 1st quartile Sharpe ratios over 1,3 and 5 years
 9 1st quartile AMC 
 9 1st quartile OCF
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One year risk-return profile of IA Targeted Absolute Return 
Sector. 

Three year risk-return profile of IA Targeted Absolute Return 
Sector.
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Charges

Looking at the scatter chart below, based on AMC and OCF it seems  TAR fund charges can range from an ongoing charges figure 
(OCF) as little as c. 0.5% up to as much as c. 3.3%. Similarly, Annual Management Charges (AMC) can range from c. 0.4% up to c. 1.5%. 
While the cheapest funds are not always preferable, it is important to select funds that offer the best value for investors and again 
DCF looks well positioned in the sector.

Important information

All data provided by Brooks Macdonald and Financial Express, unless otherwise stated, as at 31.12.2016.

Prices and income will fluctuate and you may not get back your original investment. Past performance is not a guide to future performance. Changes in rates of exchange 
may have an adverse effect on the value of an investment. Changes in interest rates may impact the value of fixed interest investments within the fund. The value of 
your investment may be impacted if the issuers of underlying fixed interest holdings default, or market perception of their credit risk changes. There are additional risks 
associated with investments in emerging or developing markets.

This document and the information contained herein is confidential and has been prepared and is intended for use on a confidential basis solely by licensed financial 
advisers. It may not be reproduced, redistributed or passed on to any other persons or published in whole or in part for any purpose. The funds to which this document 
refers are not registered for distribution to retail investors outside the United Kingdom. This document does not constitute an offer or invitation to the public to subscribe 
for or purchase any interest and accordingly no facilities for participation by the public are being made available pursuant to this document. Nothing in this document 
implies any representation, recommendation or advice (including investment advice) of any kind by Brooks Macdonald Funds Limited, its management, employees or 
affiliates with respect to its content.

Brooks Macdonald is a trading name of Brooks Macdonald Group plc used by various companies in the Brooks Macdonald group of companies. Brooks Macdonald 
Group plc is registered in England No 4402058. Registered office: 72 Welbeck Street  London  W1G 0AY. 

The Defensive Capital Fund is provided by Brooks Macdonald Funds Limited. Brooks Macdonald Funds Limited is authorised and regulated by the Financial Conduct 
Authority. Registered in England No 5730097. Registered office: 72 Welbeck Street  London  W1G 0AY.
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To find out more about the DCF contact:

Andrew Pope (Intermediary Sales Director)  
020 7408 5523 
Andrew.Pope@brooksmacdonald.com

Simon Pinner (Sales Director) 
020 7408 5563 
Simon.Pinner@brooksmacdonald.com

Source: FE analytics as at 31.12.2016

O
C

F
 (%

)

3.50

3.00

2.50

2.00

1.50

1.00

0.50

0.00
0.00 0.20 0.40 0.60 0.80 1.00 1.20 1.40 1.60

AMC (%)

Source: FE analytics as at 31.12.2016

Volatility
0 2 4 6 8 10 12 14

-2

0

2

4

6

8

10

12

14

R
et

u
rn

Source: FE analytics as at 31.12.2016

0 2 4 6 8 10 12 14
-2

0

2

4

6

8

10

12

14

Volatility

R
et

u
rn

AMC Class A: 0.75%.   Class B: 1.50%.   Class C: 0.55%.

Ongoing charge Sterling Class A: 0.82%.   Sterling Class B: 1.57%.   Euro, US dollar, Singapore dollar Class B: 1.57%.   Sterling Class C: 0.62%

Liquidity UCITS IV - daily liquidity 

Valuation Daily independent valuations at 12pm, settlement T+4 days

Fees No performance fees.   No entry / exit costs

Consistency

Furthermore DCF’s positioning in the below scatter charts over longer periods, both five years and since launch in 2010, confirms its 
consistency in providing these returns over longer term periods. In fact, from our research we believe that DCF is the only fund with 
1st quartile performance and 1st quartile Sharpe ratios over 1 year, 3 years, 5 years and since launch in 2010.

Five year risk-return profile of IA Targeted Absolute Return 
Sector

Risk-return profile of IA Targeted Absolute Return Sector since 
the launch of the formalised Defensive Capital Fund mandate 
(29.03.2010).

TAR sector AMC and OCF comparison as at 31.12.2016


