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CGWM Optimized  
Portfolio 4 Fund
Supplement dated 29 June 2017  
to the Prospectus dated 29 June 2017

Investment Objective
The investment objective of the Fund is to generate capital growth over the long term whilst 
seeking to cap annualised volatility at 6%.

Investment Policy
The Fund is a “fund of funds” that pursues its investment objective by investing in regulated open 
ended collective investment schemes (CIS), individual fixed interest securities and to a lesser 
extent direct equities, all as more fully described below.

In seeking to achieve the Fund’s investment objective and policy, the Investment Manager will 
endeavour to cap the Fund’s volatility at 6%, by using an enhanced risk framework which closely 
analyses market volatility and the correlation of different asset classes. In the Investment 
Manager’s opinion, a shareholder is willing to put a small proportion of existing capital at risk in 
order to create additional wealth over the long term. The Investment Manager also considers that 
the significant avoidance of losses through active asset allocation during periods of market stress 
dramatically improves risk adjusted performance. Therefore, as part of its investment strategy, 
the Fund will focus on capturing the compounding effect of a greater number of smaller, positive 
returns by investing in a portfolio of lower risk investments.

The Fund’s investment exposure will be achieved primarily through investing in CIS, which have 
exposure to equities and fixed income securities but can also be achieved through investing 
directly in fixed interest securities and equities, where this presents a more efficient investment 
opportunity.

Subject as provided above and to the investment restrictions set out in Appendix I to the 
Prospectus, the Fund may invest up to 100% of its net assets in both UCITS and non-UCITS CIS 
which satisfy the requirements of the Central Bank (Supervision and Enforcement) Act 2013 
(Section 48(1)) (Undertakings for Collective Investment in Transferable Securities) Regulations 
2015, as may be amended, supplemented or modified from time to time, as well as any guidance 
issued by the Central Bank in relation thereto (the Central Bank UCITS Regulations). Such 
schemes will be domiciled primarily within the European Economic Area, the Channel Islands or the 
United States and will be schemes which are compatible with the investment objective of the Fund. 
Subject to the above and the EU UCITS Regulations, the Fund may invest in CIS with which the 
Company is linked by common management or control or by a substantial direct or indirect holding. 
Investment may also be made in other Funds of the Company in accordance with the terms of the 
Central Bank UCITS Regulations.

The Fund may also invest up to 20% of its net assets in closed-ended funds with underlying 
exposure to equities and fixed income securities and which (i) qualify as transferable securities, 
(ii) are subject to the corporate governance regime applied to companies and (iii) where asset 
management activity is carried out by another entity that entity is subject to national regulation for 
the purposes of investor protection.

The Fund may invest in direct fixed interest securities consisting of corporate and sovereign, 
fixed and floating rate bonds. Subject to the investment restrictions set out in Appendix I to the 
Prospectus, any investment in fixed interest securities will be in (i) securities listed or traded on 
a regulated market listed in Appendix IV to the Prospectus or (ii) securities of at least investment 
grade status or (iii) securities which are considered by the Investment Manager to be of 
comparable quality to investment grade securities at the time of acquisition. If such securities fall 
below this minimum rating the Investment Manager may dispose of the holding or may decide to 
retain it if the Investment Manager considers that such a course of action is appropriate, having 
regard to prevailing market conditions and provided that the aggregate exposure to any such 
holdings will not exceed 30% of the Fund’s net assets.

The Investment Manager will manage portfolio volatility as part of its asset selection process 
and will aim to control risk and volatility within the Fund by using appropriate risk management 
techniques under its Optimized Portfolio framework. Most risk frameworks employ the Nobel  
prize-winning concept of mean-variance optimization (MVO – a calculation that essentially 
maximises return for a given level of risk). In order to perform an optimisation, it is necessary 
to input a matrix that expresses both the asset volatilities and all of the correlations. Traditional 
frameworks utilise just a single matrix calculated from a single broad historic sample of market 
returns which, in the opinion of the Investment Manager, will result in the gross underestimation 
of the absolute risk within multi-asset portfolios during periods of market stress, when volatility 
and correlations are significantly increased. The Optimized Portfolio framework systematically 
recognizes that the volatility and correlations between asset classes do not remain constant 
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through time. It augments MVO methodology by incorporating a dynamic matrix that appropriately accounts for overall portfolio volatility, even in 
stressed environments, improving the capability  
of the Fund to observe its objective. 

In selecting suitable investment opportunities the Investment Manager will have a persistent focus on risk-adjusted returns. Sectoral and geographic 
focus will be determined by ongoing assessment of top down factors such as interest rates, macro–economic outlook, inflationary expectations, fiscal 
and external account balances and geo-political issues. Specific sector and issuer analysis will focus on areas such as balance sheet, liquidity and 
competitiveness. CIS selection will be based on a rigorous proprietary screening process involving both quantitative and qualitative analysis, focusing 
on five key areas: people; philosophy; process; performance; positioning. Bond selection will be based on credit analysis, duration to maturity of 
underlying securities and a relative value approach. Direct equity investment selection will be based on CG Quest™, the Canaccord Genuity Group’s 
proprietary tool that identifies the key themes driving share price performance within equity markets to determine what it perceives to be cheap 
or expensive shares relative to market value. There will be no particular industry focus in relation to the Fund’s portfolio of investments and the 
Investment Manager will actively manage the asset allocation mix as well as the geographic and sectoral allocation of the portfolio. The Fund has no 
limitations on the range of maturities of the debt securities in which it can invest and therefore may hold securities with short-, medium- or long-term 
maturities as well as coupon bearing or zero coupon securities. 

Any investment in equities will be in transferable securities listed on permitted stock exchanges and markets listed in Appendix IV of the Prospectus 
(Permitted Markets). Any investment in unlisted securities will comply with the investment restrictions set out in Appendix I to the Prospectus.

The full spectrum of the asset classes referred to above can be utilised so that, depending on market conditions, the Fund could at any point in time 
have up to 100% exposure in CIS or up to 100% exposure in individual fixed interest securities or include a mixture of CIS, individual fixed interest 
securities and direct equities.

There will be no particular capitalisation, sectoral or geographic focus in relation to the Fund’s investments, which will be selected having regard 
to prevailing market conditions and the Fund’s objective of capping volatility. During periods of financial market calm, when asset volatilities and 
correlations are low and stable, the Fund may have a moderate indirect exposure to emerging markets through investment in CIS. Such indirect 
exposure is unlikely to exceed 45% of the Fund’s Net Asset Value.

The Fund may hold liquid assets comprising bank deposits, money market instruments (such as commercial paper, certificates of deposit, bankers 
acceptances, treasury bills and gilts), government and corporate bonds (both fixed and floating) which are investment grade or listed on a Permitted 
Market. Such assets may be held to ensure that the Fund will always be able to facilitate repurchase requests in accordance with the terms of its 
Prospectus or due to having received subscriptions that are awaiting investment or because the Investment Manager is unable to identify sufficient 
suitable investment opportunities. There is no maximum or minimum amount of liquidity that the Fund may hold at any one time.

The base currency of the Fund is Sterling and while the Fund will have exposure to non-Sterling currencies, it is not intended to hedge this non-Sterling 
exposure. The Fund’s non Sterling exposure will not normally exceed 40% of its Net Asset Value.

Financial Derivative Instruments
The Fund will not invest in financial derivative instruments and no such instruments will be used for efficient portfolio management purposes.

Profile of a Typical Investor 
Investment in the Fund is suitable for investors seeking to cap their exposure to the market at a maximum level of volatility or risk (6%), who are 
seeking primarily to preserve capital whilst seeking capital growth over the long term.

Investment Restrictions
The investment restrictions and limitations are those included in the Central Bank UCITS Regulations and the EU UCITS Regulations and which are set 
out in Appendix I to the Prospectus.

Share Class Details
The following Share Classes are available for subscription:

Share Class name Currency
Distribution 

policy

Investment 
Management  

Fee
Subscription  

Charge
Redemption  

Charge
Minimum  

Investment

Minimum  
Subsequent  
Investment

A GBP (Distribution) GBP Distribution 1.5% Up to 5% Nil £5,000 £1,000

D GBP (Distribution) GBP Distribution 0.8% Up to 5% Nil £50,000 £1,000

A GBP (Distribution) Shares are aimed at retail investors. D GBP (Distribution) Shares are aimed at retail investors who receive advice from and pay a 
separate fee to a financial intermediary/adviser.

A reference to a Share, Shares, Share Class or Share Classes is a reference to one or all of the Share Classes set out in the table above.

Subscription monies received in any other currency will be converted into Sterling by the Administrator at the prevailing exchange rate on the relevant 
Dealing Day. A similar conversion may take place on any application for redemption of Shares. Redemption proceeds payable in a currency other than 
Sterling will equal the foreign currency equivalent of the Sterling amount on the relevant payment date.

Subscriptions should be made using the currency of the relevant Share Class.
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Offer Period
The Offer Period for the Share Class that has not yet launched will be as follows, or at such earlier or later time or date as the Directors may decide 
and notify to the Central Bank:

Offer Period (Irish Time)

Share Class Commencement Conclusion

A GBP (Distribution) 30 June 2017 29 December 2017

During the Offer Period referred to above, A GBP (Distribution) Shares will be issued at an Offer Price of GBP1 per Share. Following the closing of the 
Offer Period, A GBP (Distribution) Shares will be issued at the prevailing Net Asset Value per Share.

Base Currency
The Base Currency of the Fund is Sterling but investments may be denominated in other currencies.

Business Day
A day on which banks are open for business in Dublin and London or such other day as the Company may, with the approval of the Depositary, determine.

Dealing Day
The Dealing Day for the Fund is every Business Day.

Dealing Deadline
The Dealing Deadline is 2.00 pm (Irish time) on the Business Day prior to the relevant Dealing Day.

Valuation Point
The Valuation Point is 11.59 pm (Irish time) on the Business Day prior to the relevant Dealing Day.

Listing
The status of approval of an application to list and the admission to listing and trading on the Main Securities Market of the Irish Stock Exchange of the 
various Share Classes is set out below:

Share Class name Approved Admitted

A GBP (Distribution)  On conclusion of Offer Period

D GBP (Distribution)  19 December 2012

Distribution Policy
While the investment objective of the Fund is to generate capital growth over the long term, the Directors have discretion to distribute any income on 
a semi-annual basis on Shares called “(Distribution)”. Any dividends payable will be paid from income and will be declared on or about the second 
Business Day following the end of the relevant half year. Dividends will be paid gross (without the deduction of tax) within one month of the end of the 
relevant half year.

It is the intention of the Directors to apply for reporting fund status for all Share Classes, in accordance with the requirement to report rather than 
distribute income. UK reporting status has been granted for all Share Classes launched to date.

Please see the UK taxation section in the Company’s Prospectus for further details.

Shareholders should also be aware that since all investment management fees are payable from capital, this will result in a higher level of income 
being distributed than if all investment management fees were charged to income. A larger portion of the overall return of the Fund will, for UK tax 
payers, be subject to income tax rather than capital gains tax than would have been the case if all fees were charged to income.

Anti-Money Laundering

Measures aimed at the prevention of money laundering may require an applicant for Shares to verify their identity to the Administrator. The 
Administrator will notify applicants if proof of identity is required.

Charges and Expenses
The following sections on fees should be read in conjunction with the section headed Charges and Expenses in the Prospectus.

• Management Company Fee 

The fees of the Management Company are 0.07% per annum of the Net Asset Value of the Fund. The fees are accrued daily and paid monthly in 
arrears. The Management Company is entitled to be repaid all of its reasonable agreed upon transaction and other charges (which will be at normal 
commercial rates) and other out-of-pocket expenses out of the assets of the Fund (plus VAT thereon, if any).

• Investment Management Fee

The investment management fee payable to the Investment Manager is set out above under “Share Class Details”. 

Such fee accrues daily and is paid monthly in arrears. The Investment Manager is entitled to be reimbursed out of the assets of the Fund for its 
reasonable out-of-pocket costs and expenses incurred by the Investment Manager in the performance of its duties (plus VAT thereon, if any).

Where the Fund invests more than 20% of its net assets in other CIS, the maximum level of investment management fees that may be charged to 
the Fund and the underlying CIS will not exceed 3.25% per annum of the Net Asset Value of the Fund.
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• Administration Fee

The fees of the Administrator are on a sliding scale from 0.09% per annum of the Net Asset Value of the Fund subject also to specific charges for 
reporting and an overall minimum for the Company. The fees are accrued daily and paid monthly in arrears.The Administrator is entitled to be repaid 
all of its reasonable agreed upon transaction and other charges (which will be at normal commercial rates) and other out-of-pocket expenses out of 
the assets of the Fund (plus VAT thereon, if any).

• Depositary Fee 

The fees of the Depositary are on a sliding scale from 0.03% per annum on the Net Asset Value of the Fund subject also to transaction charges and 
an overall minimum for the Company. The fees are accrued daily and are payable monthly in arrears. The Depositary is entitled to sub-depositary’s 
fees (which will be charged at normal commercial rates) as well as agreed upon transaction charges (which will be at normal commercial rates) and 
other out-of-pocket expenses out of the assets of the Fund (plus VAT thereon, if any).

• Formation Costs

The preliminary expenses incurred in connection with the establishment and initial issue of Shares in the Fund amounted to £12,200 and are being 
amortised over the first five financial years of the Fund.

Allocation of Investment Management Fees to Capital
A key feature of the Fund is the ability to distribute a high level of income. In order to meet this objective, the Fund will allocate 100% of its investment 
management fees to capital. The Directors consider that this allocation will enable the Fund to distribute income in line with Shareholder’s expectations 
whilst at the same time seeking to preserve capital.

The result of this allocation policy is that the capital growth of the Fund will be less than if all investment management fees were charged to income. 
The maximum effect in each year would be 1.5% for the A GBP (Distribution) Class and 0.80% for the D GBP (Distribution) Class.

Risk Factors
The general risk factors under the heading Risk Factors of the Prospectus apply to this Fund. In addition the following risk factors are also relevant:

Investment in a Fund is not in the nature of a deposit in a bank account and is not protected by any government, government agency or other 
guarantee scheme which may be available to protect the holder of a bank deposit account.

The base currency of the Fund is Sterling and the Investment Manager does not intend to hedge the Fund’s exposure. There is, therefore, an ongoing 
risk in terms of foreign currency exposure and the Fund’s Net Asset Value could move down due to a fall in the value of non-Sterling currencies  
against Sterling. 

The Fund may have a moderate indirect exposure to emerging markets, particularly during periods of financial market calm, when asset volatilities and 
correlations are low and stable. Investors should be aware that such markets are subject to more volatility and illiquidity than more developed markets. 
Investors should also note that as the political, legal and regulatory framework, currency, accounting standards, custody and settlement systems 
in such markets may not be as robust or developed as those in non-emerging markets, the assets of the Fund may be adversely affected by such 
moderate indirect exposure.

All investment management fees payable will be allocated to capital. This allocation method will enable the Fund to distribute higher income but may 
constrain future capital growth.

Soft Commission Arrangements
The Investment Manager may effect transactions or arrange for the effecting of transactions through brokers with whom it has ‘soft commission’ 
arrangements. The benefits provided under such arrangements will assist the Investment Manager in the provision of investment services to the Fund. 
Such services, which may take the form of research services, quotation services, news wire services, portfolio and trade analysis software systems, 
special execution and clearance capabilities, may be used by the Investment Manager in connection with transactions in which the Fund will not 
participate. The Investment Manager will, however, seek ‘best execution’ of all transactions. Details of any soft commission arrangements entered into 
will be disclosed in the periodic reports of the Company. 

Investment Manager
The Investment Manager to the Fund is Canaccord Genuity Wealth Limited, further details of which are contained in the Prospectus.

Miscellaneous
There are ten other Funds of the Company currently in existence, namely:

• CGWM Select Income Fund;

• CGWM Select Diversity Fund;

• CGWM Select Global Diversity Fund;

• CGWM Select Affinity Fund;

• CGWM Select Global Affinity Fund;

• CGWM Select Opportunity Fund;

• CGWM Select Global Opportunity Fund;

• CGWM GPS Optimized Portfolio 5 Fund; 

• CGWM Select Bond Fund; and

• CGWM Global Equity Fund.


