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Active Income Portfolio Changes
The AJ Bell Active Income MPS aims to deliver a 
sustainable income for clients, while also focusing 
on capital returns. To ensure that we achieve 
these desired objectives, we consistently review 
the Active Income Portfolios and have recently 
decided to make some changes. These specific 
changes have not materially impacted either the 
underlying OCF or the overall expected yield of 
either portfolio. 

We are implementing two changes. Firstly, we 
have switched from the iShares UK Property ETF 
into the iShares MSCI Target UK Real Estate ETF 
for both Income 1 and Income 2. Additionally, in 
Income 2, we are introducing a new global income 
fund, namely Newton Global Income. This will be 
funded from the Artemis Global Income holding, 
which will be held at a reduced size going 
forward.  

UK Property
We remain cautious of open-ended UK property 
funds, given our poor future return assumptions 
and liquidity concerns, and therefore have 
historically favoured accessing the portfolios’ 
property exposure through REITs.   

One of the main drawbacks of a REIT is that it 
tends to exhibit higher volatility than an open-
ended property fund, as it can be bought and 
sold on a daily basis (unlike physical property). 
This means a passive investment in REITs carries 
higher short-term volatility (when measured 
as standard deviation), compared to a physical 
property index. Over the longer term, REITs are a 
good proxy for physical property, especially in a 
normal market environment.

The most well established passive REIT product 
is the iShares UK Property ETF, which replicates 
the performance of the FTSE EPRA/NAREIT 
Index. We have invested in property through this 
product since the launch of the Active Income 
MPS in February 2018. However, iShares has an 
alternative UK REIT-based product called the 
iShares MSCI Target UK Real Estate ETF, which 
tracks a slightly different index called the MSCI 
UK Liquid Real Estate Index. This is similar to the 
previous index, however, the main difference is 

that it blends investments in REITs with short-
dated, inflation-linked gilts. This helps to reduce 
the short- term volatility of the index, which is one 
of the main drawbacks of REIT investing. This ETF 
was only launched in March 2015 but it has now 
grown to such a scale that we are comfortable 
switching, and doing so should slightly lower the 
short-term volatility in the portfolios. The ETF 
has an ongoing charge (OCF) of 0.4%, which is 
consistent with the current iShares product we 
use. 

Newton Global Income
We have taken the decision to introduce the 
Newton Global Income fund to Active Income 
MPS 2 at an 8% weighting. We believe it to be a 
good fit alongside our existing holding of Artemis 
Global Income, which is being reduced to a 
weight of 10% from 18% previously. 

Newton Global Income is a global equity income 
fund which seeks to outperform the FTSE World 
Index through investing in a portfolio of high 
dividend global equities. Lead Fund Manager 
Nick Clay is an experienced investor with over 
two decades of experience. He joined Newton 
in 2000, and has held a variety of roles in that 
time. He has been a member of the Global Equity 
Income team since 2012 and was the named 
alternate prior to his promotion to Lead Manager 
in late 2015. There has been some turnover of 
personnel in the team, with James Harries leaving 
in 2015 and Ian Clarke in 2018; however, the 
fund continues to be managed with the same 
underpinning philosophy and investment process. 
Whilst Nick Clay is named Lead Manager, this 
fund is managed in a very collegiate manner with 
the wider Global Equity Income team having a 
great deal of input. Portfolio Manager Raj Shant is 
a key decision-maker on the fund, with dedicated 
Analysts Robert Canepa-Anson and Colin Rutter 
working closely with Nick Clay and Raj Shant to 
provide bottom-up analytical support. Newton’s 
global analysts and economists/strategists 
provide further support as the team leverages 
off the additional resource within the wider 
organisation. 

Newton as an investment house follows a 
global thematic investment approach stemming 



from a philosophy that companies, markets 
and economies should not be considered in 
isolation. Global themes representing key forces 
of observable change steer their ‘top-down’ 
and ‘bottom-up’ views. Here they employ a 
strict buy and sell discipline, in which purchased 
stocks are required to have a prospective yield 
of 125% of the index yield, and any position with 
a prospective yield that falls below that of the 
index yield will be exited. The resulting portfolio 
typically comprises 40-70 stocks with no formal 
limits on country or sector exposures.

This focus on high quality companies that offer 
an above market dividend yield sits well with the 
more aggressive and rotational approach taken 
by Artemis.

Active Income MPS Summary
Please see table for updated positioning of the 
Active Income Portfolios. 

Active MPS OCF* Income 1 Income 2

UK Corporate Bonds 15.00%

Royal London Corporate Bond 0.37% 7.50%

TwentyFour Corporate Bond 0.39% 7.50%

UK Gilts 5.00%

Lyxor FTSE Actuaries UK Gilts 0-5yr ETF 0.07% 5.00%

Global High Yield 10.00%

Baillie Gifford High Yield Bond 0.38% 10.00%

Emerging Market Debt 10.00%

M&G Emerging Markets Bond 0.78% 10.00%

UK Equity 15.00% 25.00%

Man GLG UK Income 0.90% 6.00% 10.00%

Troy Trojan Income 0.87% 6.00% 10.00%

Montanaro UK Income 0.85% 3.00% 5.00%

Europe Ex UK Equity 5.00% 10.00%

BlackRock Continental European Income 0.92% 5.00% 10.00%

Global Equity 8.00% 18.00%

Artemis Global Income 0.80% 8.00% 10.00%

Newton Global Income 0.79% 8.00%

Pacific Ex Japan Equities 5.00% 7.50%

Jupiter Asian Income 0.98% 5.00% 7.50%

Emerging Market Equities 5.00% 7.50%

JPM Emerging Markets Income 0.90% 5.00% 7.50%

Global Property 4.00% 10.00%

L&G Global Real Estate Dividend 0.20% 4.00% 10.00%

UK Property 6.00% 15.00%

iShares UK Property ETF 0.40% 0.00% 0.00%

iShares MSCI Target UK Real Estate UCITS ETF 0.40% 6.00% 15.00%

Global Infrastructure 10.00% 5.00%

Premier Global Infrastructure Income 0.75% 10.00% 5.00%

Cash 2.00% 2.00%

Cash 2.00% 2.00%

*Source: Morningstar Direct
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