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Specialist Assets
Discovering opportunities
ahead of the crowds
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In our opinion adding specialist assets such as real estate investment trusts, infrastructure and
specialist financials to an investment portfolio makes sense. These assets can provide strong returns
and a haven at a time of growing geo-political uncertainty. Investing in these specialist areas can be
rewarding but it is not without risk.
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For us specialist assets are used to gain exposure to real assets vehicles that hold investments that
cannot be found within undertakings for collective investment in transferable securities (UCITS)
open-ended investment companies (OEICs) due to the lack of liquidity of the underlying assets.
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Key attributes include but are not limited to:•
A dependable level of income that has some degree of progression.
•
Exposure to tangible assets that have a residual or alternative use value (especially within 		
real estate investment trusts (REITs)).
•
Exposure to the specialist skills of experienced asset managers.
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Whilst not easily accessible to the wider market, our 20+ years of expertise and dynamism enables us
to search wider, so you don’t have to.

Real assets generally exhibit moderate-to-low correlation with shares and
financial assets, so investors are able to achieve strong diversification benefits
by including them within their portfolio.

Within this document, we will give some case studies on a range of specialist assets which go into
these fields. These are examples of specialist assets and not recommendations to buy or sell. Many
of the following case studies are available for institutional investors only.

We would always suggest an expert view on these investments and access is available
through the Momentum Multi-Asset Fund range and the Momentum Multi-Asset
Value Trust plc, as part of the Multi-Asset approach alongside more traditional
investment assets.
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Specialist Asset Categories
This insight paper will outline and provide examples and case studies of these types of
specialist assets, explaining how they work and the potential benefits of investing in them.
Typical income returns can vary between circa 4% and 8% and may be higher. Some are
inflation linked, and although not without risk, can generate reliable income streams, not linked
to economic cycles as part of a wider portfolio.
We will also analyse the risks of these assets - for example, if the shares of an investment trust
are trading substantially higher than the value of their assets - and how to potentially minimise
these.
Property (REITs)
REITs are property companies, listed on stock exchanges. They must distribute 90% of their
income (from rent) via dividends.
An example of a smaller and therefore potentially more dynamic REIT is “Ediston Property
Investment Company”, a property investment and asset management company with an
emphasis on out-of-town retail centres; other sectors covered in the space include GP
surgeries and private rental accommodation. REITs involve investment in real property assets
that typically produce reliable income streams in the mid-high single digits.
Our opinion is that some of the best returns in REITs may come from out-of-town retail
centres. These are increasing as high street shops struggle, and retail warehouses grow due to
e-commerce expansion.
We prefer smaller, niche, property investment portfolios that have potential for growth, and
where our investment managers can build strong relationships with the REIT management
teams. When investing in a REIT, we focus on the nature of the lease profile. Do the leases
justify the rent charged to tenants? For example, if a tenant is being charged £10 per square
foot for using the building but a tenant at a similar property is paying £7 per square foot, the
landlord may have to reduce their rent when the lease expires, or spend money refurbishing
the property to avoid losing the tenant. Mitigating considerations would include any alternative
uses for the property.

Infrastructure
This is a broad investment category, ranging from sewers to wind farms. Infrastructure
investments are a form of “real assets,” which contain physical assets we see in everyday life like
bridges, roads, highways, sewage systems, or energy. Such assets are crucial in a country’s
development. Often, investors invest in infrastructure, as it is non-cyclical, and it offers stable and
predictable free cash flows.
Many technical systems are often referred to as infrastructure, such as networking equipment and
servers, due to the critical function they provide within specific business environments.
Without effective digital infrastructure, many businesses struggle to share and move data in a
way that promotes efficiency within the workplace. If digital infrastructure fails, many business
functions cannot be performed.
Specialist financials
This includes a range of opportunities from music royalties to secured asset lending and aircraft
leasing. We have been invested in music royalties for a number of years and have participated
in both the Hipgnosis and Round Hill Initial Public Offering (IPOs). Initially, music royalties is a
daunting and complex market but when you spend some time looking at the industry and the
cash flows this is a very investable asset class with promising risk/reward characteristics. The
industry is deep into a transitional phase which we think will result in higher and more stable
returns.
Private equity
Private equity consists of capital that is not listed on a public exchange. Private equity is
comprised of funds and investors that directly invest in private companies, or that engage in
buyouts of public companies, resulting in the delisting of public equity.
Private equity investment comes primarily from institutional investors and accredited investors,
who can dedicate substantial sums of money for extended time periods. In most cases,
considerably long holding periods are often required for private equity investments in order to
ensure a turnaround for distressed companies or to enable liquidity events such as an IPO or a
sale to a public company.

One of a REITs main investment risks is that property is an illiquid asset, combining a number
of approaches alongside a diverse range of other assets can help minimise this risk.
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Digital 9 Infrastructure
As more and more of our lives move online, the dependence on digital
infrastructure is continuing to increase. Digital infrastructure refers to the
crucial infrastructure required for the internet to operate.

Case study: Digital Infrastructure
TARGETING

10%

TOTAL RETURN
PER ANNUM

The need for speed
Reliance on digital infrastructure is expected to accelerate further with the roll-out of 5G technology
along with the long-term changes in behaviour accelerated by or resulting from the Covid-19 pandemic.
The greater the demand for the internet, the greater the demand for the infrastructure to support it. A
significant opportunity exists in the digital infrastructure market, owing to this exponentially increasing
demand as well as limited supply.

6%

TARGETED
DIVIDEND
YIELD PER
ANNUM

Digital 9 Infrastructure will invest in a range of digital infrastructure assets which deliver a reliable,
functioning internet, investing in future proofed, non-legacy platforms and technologies including
subsea fibre-optic networks, data centres, terrestrial fibre-optic networks, tower infrastructure and
small cell networks.
These investments that provide key infrastructure for global data transfer and data storage all
contribute to meeting the increasing global demand for improved speed, reliability and accessibility of
internet connection.
The Company is focused on the provision of digital infrastructure integrated with green and cleaner
power in line with UN Sustainable Development Goal 9: "Build resilient infrastructure, promote inclusive
and sustainable industrialisation and foster innovation". The Company is targeting to achieve a
progressive dividend yield of 6% per annum and a total return of 10% per annum.

Digital 9 Infrastructure as at February 2021.
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Case study: Private Equity

Chrysalis Investments

20
YEAR TRACK
RECORD

Tapping into the unlisted market
Chrysalis Investments looks to identify businesses that are disrupting huge addressable markets by
harnessing the benefits of technology. These are typically later stage unlisted pre-IPO, with proven
business models that are generating strong rates of growth, exploiting the “private for longer” theme
– entrepreneurs are seeking to stay private for longer and utilise sources of private capital to raise
fresh finance without an IPO.

£7bn
OF CAPITAL

The underlying portfolio consists of businesses that are non-competing and complementary to one
another, including high profile disruptors such as Wise, Graphcore, The Hut Group (THG), Klarna and
Starling Bank. Both a company’s financial profile and the sustainability of their business model are
considered before partnering. Understanding corporate culture and the factors that uphold long-term
success is at the heart of their stewardship approach.
Managed by an experienced investment team with an enviable 20-year track record in the UK small
and mid-cap listed market, they are one of the most active participants in the UK IPO market,
underpinned by over £7bn of capital. This makes them well-placed to identify prevailing trends and
emerging technologies.

Both a company’s financial profile and the sustainability of their business
model are considered before partnering. Understanding corporate culture and
the factors that uphold long-term success is at the heart of their stewardship
approach.
1.

Chrysalis Investments. Holding sizes, as of 22 June 2021, are calculated using 31 March 2021 valuations, adjusted
for FX as of 22 June 2021 and capturing transactions concluded post the NAV calculation period, and thus using
cash as of 22 June. The holding value of THG is based on the closing share price of 623.Sp, as at period end. Due to
rounding the figures may not add up to 100%. Holdings examples are not a recommendation to buy or sell.
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2.

3.

1. Dealroom.co, as at December 2020.
2. LSE & Chrysalis Investments, as at December 2020.
3. Pitch Book, to December 2020. Defined as duration from first engagement with private finance to
subsequent exit. Exits >$250m.
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Case study: Infrastructure
TARGETING

10%

MINIMUM
GROSS RETURN

7%

TARGETED
DIVIDEND
YIELD

Gore Street Energy Storage

For a greener future

In 2019, the UK government passed legislation to reach net zero greenhouse gas emissions by 2050,
one of the first countries in the world to do so. A major contributor to this aim will be the use of renewable energy, which made up 45% of power generation in the UK in the second quarter of 2020.
Two key renewable energy sources are wind and solar, however, both are intermittent. An excessively
or insufficiently sunny or windy day can mean the national power system has a mis-match between
supply and demand, furthermore the system is inherently less stable and prone to frequency divergences compared with traditional thermal generation. In order to keep the system in balance, energy
storage is likely to take on an increasingly important role.

Managed by an experienced investment team and backed by several large public and private investors, the Fund is targeting a minimum gross return of 10%, along with a targeted dividend yield
of 7%. With obvious green credentials this extension to the alternative energy market is predicted
to expand rapidly over the next few years with clear advantages for early investors.

Gore Street Energy Storage Fund is London’s first listed energy storage fund
and owns a portfolio of operational lithium-ion battery storage assets across
the UK and Republic of Ireland.
The main source of revenue comes from fixed price contracts with the transmission network operator, National Grid, where the battery assets can provide instantaneous network frequency balancing,
along with the security of backup capacity for future peak demand periods. Excess energy can be
stored at times of overproduction and released when grid capacity is constrained.
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(1) Extract from Bloomberg New Energy Finance, published in July 2019; (2) Bloomberg New Energy Finance,
published in December 2019.

9

Case study: Property
5.5%

TARGETED
DIVIDEND YIELD
PER ANNUM

£86

Home REIT
Something to write home about
Unfortunately homelessness is on the rise in the UK, as numbers have risen, suitable
accommodation for those which find themselves without a home has failed to keep up with the
increase. This has resulted in local authorities across England spending over £1bn on accommodation
such as hostels and bed and breakfast hotels.
Home REIT aims to tackle this issue by acquiring and letting properties to the institutions involved
in the housing of a person or family without accommodation, such as a registered charity or housing
association.
The strategy seeks to create value for all stakeholders. Firstly, the Company’s properties will not only
provide suitable living accommodation for those without a home, but it is also hoped that they will
offer a suitable setting for people in need of rehabilitation, allowing stability for those which would have
been in and out of short-term accommodation.

AVERAGE WEEKLY
RENT PER
OCCUPANT

Alvarium Home REIT Advisors Limited Home for discussion purposes only.

Shareholders of the REIT will invest in a portfolio of assets let on very long leases
with a government backed income stream. Rental growth will be contractually
linked to inflation and the minimum targeted dividend yield will be 5.5% per annum.
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Secondly, the local authorities, funded by the Department for Work & Pensions, should see significant
savings through the REIT’s commitment to offering sustainable levels of rent.
As an example, Home REIT estimates a typical weekly rent per occupant of £65 in Liverpool, with an
average of £86 a week per occupant throughout the UK. This compares to a weekly rent of £250 for
Bed & Breakfast accommodation in the City, an option the local authority may have been forced to use
due to lack of supply.
11

Case study: Specialist Financials

TARGETING
MINIMUM

10%

RETURN

5%

TARGETED
DIVIDEND YIELD
PER ANNUM

Hipgnosis Songs Fund Ltd

Hitting the high notes

We have seen a rise in alternative investments in the last few years and none more so than music
royalty investing as a source of potential return. Hipgnosis’ competitive advantage lies within its
Investment Adviser, The Family (Music) Limited Advisory Board, consisting of highly successful
music industry experts – artists, songwriters and experienced producers. Hipgnosis was founded
by Merck Mercuriadis, former manager of globally successful recording artists, such as Elton John,
Guns N’ Roses, Morrissey, Iron Maiden and Beyoncé.

Hipgnosis’ competitive advantage lies within its strong The Family (Music) Limited
Advisory Board, consisting of artists, songwriters and experienced producers. The
trust was founded by Merck Mercuriadis, former manager of globally successful
recording artists, such as Elton John, Guns N’ Roses, Morrissey, Iron Maiden and
Beyoncé to name a few.

Historically, the main drivers of returns were physical sales. However, in today’s digital age, there is
an ongoing shift to listening via streaming, with 341 million users of paid subscription services such
as Spotify, Apple Music and Amazon Music worldwide, forecasted to hit 1.2bn by the end of the
decade.

The diagram shows the flows to
Hipgnosis Songs Fund from its
ownership of its Copyrights.

Hipgnosis Songs Fund offers investors exposure to a portfolio of songs and associated music
intellectual property rights. The trust purchases songwriters’ copyright interests in each song,
comprising of their writer’s share, their publisher’s share and their performance rights (albeit all
three elements may not be acquired). Exploiting the increased monetisation of copyrights aided by
development of technology, helps to better capture revenue generation across all mediums.
The Trust is targeting a minimum total return of 10% per annum and a targeted dividend yield of
5%.
12

Hipgnosis Songs Fund Ltd, Annual Report 2021. Footnote: The logos above are representative of users for
illustrative purposes only. The trade marks are the property of the respective owners. The Company does not
earn revenue directly from these sources, but through third parties, as illustrated.
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AEW UK REIT
Managed by a strong intrinsic team, the investment objective is to deliver an
annualised 8 pence per share dividend and attractive total return from investing
predominantly in a portfolio of smaller commercial properties in the United
Kingdom.

Focusing on the future of real estate

Case study: Property
TARGETED
ANNUALISED

8 pence
PER SHARE
DIVIDEND

AEW UK REIT invests in freehold and leasehold properties across all sectors of the commercial
property sector to achieve a balanced portfolio with a diversified tenant base across high yielding
commercial properties in the United Kingdom, providing attractive, risk-adjusted total returns.
Delivering on a very active asset management model, they have a focus on strong commercial
locations with low levels of supply and shorter occupational leases. The company exploits what it
believes to be the compelling relative value opportunities offered by pricing inefficiencies in smaller
commercial properties let on shorter occupational leases – each asset is judged on its own specific
merits.

AEW UK as at 30 June 2021.
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Summary
Momentum Global Investment Management’s investment strategy is to find the right balance between
quality and value, and in doing so generate stable sustainable income and returns.
Combining specialist assets − physical assets such as property, infrastructure, private equity funds and
specialist financial assets including mortgages and music royalties – alongside more traditional
investments such as equities and bonds has several attractions for investors.
They can provide good investment yields with reduced volatility and are not usually linked to the stock
market or economy.
Investing in these specialist areas can be rewarding but it is not without risk. The term “risk” has mixed
connotations for different people. However, we primarily regard it as the risk of a permanent loss of
capital. Others view volatility as risk, whereas we consider that to be exactly what it is- volatility; unless
it is volatile on a downwards path towards a permanent loss of capital (the worst outcome!).
Consequently, we appraise investments with a view to whether, share price volatility aside, there is a risk
of a permanent loss of capital and/or the income stream that is expected to be earned whilst the
investment is held.
This was perfectly illustrated in 2020 as equity markets witnessed a dramatic loss of income as
companies suspended and cancelled dividends for the foreseeable future. However, within the
specialised REITs space, infrastructure investment trusts, music royalties trusts, some asset leasing and
specialist debt vehicles, dividends were honoured and even grew through 2020.
Admittedly there was an initial panicked sell-off (volatility) in the share price of a number of trusts in
this space, but that was soon corrected as investors re-considered that reaction and trust managements
gave in-depth insight into their portfolios and how they were, or in most cases weren’t, affected by the
COVID-19 lockdowns.
At Momentum Global Investment Management we have almost two decades experience investing in
these areas and combining these non-traditional investments with more traditional investments such as
equities and bonds.
We believe our edge is in research and expertise, both of which are crucial when exploring the
specialist assets arena.

16

17

Contact us

With us, it’s personal

UK Offices in London and Liverpool

Contact our sales team
Steve Hunter - Head of Business Development
steve.hunter@momentum.co.uk
0151 906 2481
07470 478 974
Helen O’Loughlin - Senior Business Development Consultant
helen.oloughlin@momentum.co.uk
0151 906 2483
07789 745 214
Lucy Dolan - Senior Business Development Consultant
lucy.dolan@momentum.co.uk
0151 906 2479
07384 116 526
Michael Agnew - Business Development Consultant
michael.agnew@momentum.co.uk
0151 906 2470
07477 414 717

Horton House, Tenth Floor,
Exchange Flags, Liverpool L2 3YL

The Rex Building, 62 Queen St,
London EC4R 1EB

+44 (0)151 906 2481

+44 (0)207 489 7223

info@momentum.co.uk

distributionservices@momentum.co.uk

Here for your investment journey to success
www.momentum.co.uk

www.momentum.co.uk
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Momentum Multi-Asset Value Trust plc

For Professional Advisers only.
Whilst Momentum Global Investment Management Limited has used all reasonable efforts to ensure the
accuracy of the information contained in this communication, we cannot guarantee the reliability,
completeness or accuracy of the content. This communication provides information for professional use only
and should not be relied upon by retail investors as the sole basis for investment. The information in this
document does not constitute advice or a personal recommendation and you should not make any investment
decisions on the basis of it. It does not take into account the particular investment objectives, financial
situations or needs of investors.
VT Momentum Multi-Asset Fund Range
Momentum Diversified Funds are sub-funds of the VT Momentum Investment Funds II ICVC umbrella, an
open-ended investment company which is authorised by the Financial Conduct Authority (FCA). Valu-Trac
Investment Management Limited (authorised and regulated by the FCA) acts as the Authorised Corporate
Director (ACD) of the VT Momentum Investment Funds II ICVC. Investment in the Funds may not be suitable
for all investors. This document is for information only and does not provide you with all of the facts that you
need to make an informed investment decision. Investors should read the Key Investor Information Document
(KIID) and seek professional investment advice prior to investment. The prospectus and KIID documents are
available (in English) on the website via www.valu-trac.com.
Multi-Asset Value Trust plc
Before investing you should refer to the Key Information Document (KID) for details of the principle risks and
information on the trust’s fees and expenses. Net Asset Value (NAV) performance may not be linked to share
price performance, and shareholders could realise returns that are lower or higher in performance. The annual
investment management charge and other charges are deducted from income and capital. The KID, Investor
Disclosure Document and latest Annual Report are available at http://www.momentum.co.uk.
Momentum Global Investment Management Limited is registered in England and Wales (Company
Registration No. 3733094). The registered address is The Rex Building, 62 Queen Street, London, EC4R 1EB.
Momentum Global Investment Management Limited is authorised and regulated by the Financial Conduct
Authority in the United Kingdom (232357) and is an authorised Financial Services Provider pursuant to the
Financial Advisory and Intermediary Services Act 37 of 2002 in South Africa. Your capital is at risk.

